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~iarket

Areas

Annex A

Tax r:.atc Schee.Jule for Pre sident 1 s
1'ax Red\1ction Proposals
(MRrricd Taxpayers Filing Jointly)

Taxable income.
br1fcket

$

0
1,000
2,000
3,000
4>000
6,000
8,000
10,000
12,000
16,000
20,000
24,000
28,000
32,000
36,000
40,000
44, 000
52,000
64,000
76.000
88,000
100,000
120,000
140,000
160,000
180,000
200,000

..

.I

Present rates : Proposed rates : Proposed rates
.
for 1976
for 1977

.

14 %
15
16

$ 1,000
2,000
3,000
4,000
6,000
8,000
10,000
12,000
16,000
20,000
24,000
28,000
32,000
36,000
40,000
44,000
52,000
64,000
76,000
88,000
100,000
120,000
140,000
160,000
180,000
200.000

17
19
19
22
22
25
28
32
36
39
42

45
48
50
53

13

'°

15
15
16
17

15.5
16
17.5
18
21.5
22

21
22
25
29
34
36
39
42
45
48
50
53

25
28.5 1/
33
1/
36
39
42
45

48
50
53

55

55

55

58
60
62
64
66

58
60
62
64
66
68
69
70

58
60

68
69
70

Off ice o! the Secretary of the Treasury
Office of Tax

12 'l
14

14.5

62
64
66
68
69
70

J~nuary

.Analysis

!/While two rates are increased in the higher brackets,
taxpnyers with inco~.1.:: taxed in tho.:;c brackets wi 11
ben~Ht

from rate rcC:uctions in the lower brackets so

that on balance t h1..· ,·:·.~1ngt.~~ in rnlt.!:; r,,Jucc taY.e.s
evt!n for those affcctc<l by the increased rates.

l/

1.1

12. 1976

Annex B

\

Tax Rate Schedule for President's
Tax Reduction Proposals
(Single Tnxpoyers)

Taxable income
bracket

$

0
500
1,000
1,500
2·,000
3,000
4,000
5,000
6,000
8,000
10,000
12,000
14,000
16,000
18 ,000

20,000
22,000
26,000
32,000
38,000
4l~) 000
50,000
60,000
70,000
80,000
90,000
100,000

$

500

1,000
1,500
2,000
3,000
4,000
5,000
6,000
8,000
10,000
12,000
14,000
16,000
18,000
20,000
22,000
26,000
32,000
38,000
44,000
50,000
60,000
70,000
80,000
90,000
100,000

Present rates

:Proposed rates : Proposed rates
for 1976

14 1
15
16
17
19
19
21
21
24
25
27
29
31
34
36
38
40
45
50
55
60
62
64
66
0

68
69
70

Off ice of the Secretary of the Treasury
Office of Tax Analysis

for 1977

13 %
14

12 %

15.5

15

16
17.5
18
19.5
20
22.5
24.5
27
29
31

34

13
15

16
17
18
19
21
2f.
27
29

31

-36
38
40

34
36
38
40

l~S

45

50
55
. 60
62
64
66
68
69
70

50
55
60
62

64
66

68
69
70
January 12, 1976

Annex C

l

SIX POINT ELECTRIC UTILITY PROPOSAL

increase the investment tax credit permanently
to 12 percent;
permit immediate investment tax credit on progress
payments for construction;
extend the five-year amortization provision for
pollution control facilities;
permit five-year amortization of the costs of
converting or replacing petroleum-fueled
facilities;
permit a utility to elect to begin depreciation
of accumulated construction progress expenditures
during the construction period;
·
permit shareholders to postpone tax on dividends
paid by the utility by electing to take additional
common stock in lieu of cash dividends.
The provisions regarding the investment tax credit and depreciation would apply only if the tax benefits are "normalized"
for rate-making purposes.

Annex D

TABLES
1. Revenue Losses of Individual Income Tax Reduction Compared to 1974 Law

2. Total Tax Liability Under Various Tax Laws
3. Income Distribution of Liability Under President's Proposal for 1977
Compared with Revenue Adjustment Act Unextended

4. Distribution of Tax Liabilities Under President's Proposal for 1976
Compared with Revenue Adjustment Act Unextended by Size of Adjusted Gross
Income

5. Distribution of Tax Liabilities Under President's Proposal for 1977
Compared with Revenue Adjustment Act Extended
Gross Income

by Size of Adjusted

6. Distribution of Tax Liabilities Under President's Proposal for 1976
Compared with Revenue Adjustment Act Extended by Size of Adjusted
Gross Income
7. Comparison of Individual Income Tax Provisions

8. Tax Liabilities Under Various Tax Laws for Single Person Without
Dependents, with Itemized Deduction of 16 Percent of Adjusted Gross
Income
9. Tax Liabilities Under Various Tax Laws for Family with No Dependents,
Filing Jointly with Itemized Deductions of 16 Percent of Adjusted Gross
Income

·10. Tax Liabilities Under Various Tax Laws for Family with 1 Dependent,
Filing Jointly with Itemized Deductions of 16 Percent of Adjusted
Gross Income

11. Tax Liabilities Under Various Tax Laws for Family with 2 Dependents,
Filing Jointly with Itemized Deductions of 16 Percent of Adjusted Gross
Income
12. Tax Liabilities Under Various Tax Laws for Family with 4 Dependents,
Filing Jointly with Itemized Deductions of 16 Percent of Adjusted Gross
Income
13. Projected Poverty Levels Compared.to Tax-Free Income Levels
Note: In these tables "Revenue Adjustment Act Unextended" refers
to the full-year tax liability change enacted by the Revenue
Adjustment Act of 1975, and "Revenue Adjustment Act Extended"
refers to a doubling of the Revenue Adjustment Act changes to
permit continued use of present withholding tax tables through
1976.

Table 1
Revenue Losses of Individual Income Tax Reduction Compared to 1974 Law
(1976 Levels of Income)
$ billions)
Revenue
Adjustment
Act unextended

1.

Standard Deduction

2.

Personal Exemption
Deduction

3.

Per Capita Exemption/
Taxable Income Tax
Credit

-1.8

-4.9

Revenue
Adjustment
Act extended
-3.9

-9.5

President 1 s
proposal
for
1976

President's
proposal
for
1977

-4.1

-4.2

-5.4

-10.6

-4.6

4.

Rate Reductions

5.

Earned Income Credit]:/

-0.7

-1.4

-0.7

Total

-7 .4

-14.9

-18.5

-21.6

Total excluding earned
income credit '!:./

-6.7

-13.5

-17.8

-21.6

-3.6

Office of the Secretary of the Treasury
Office of Tax Analysis

11 Includes outlay portion.
'!:_/

Revenue loss of tax liability changes that affect withholding tax tables.

-6.8

January

13, 1976

Table 2
Total Tax Liability Under Various Tax Laws
(1975 Levels of Income)
($ millions)

Adjusted gross
incane class

1974
law

.
..

President's President's
: prOFQSed
:
Adjustment
proposed
1975
1977 law
law 1/ Act unextended : Act extended: 1976 law

Revenue
Adjustment

Revenue

($000)

to 0

44

44

44

44

44

44

0 -

5

2,000

1,165

1,430

998

872

775

5 -

10

14,069

11,514

12,247

10,391

9, 702

9,102

10 -

15

23,122

21,099

21,536

19,818

18,563

17,609

15 -

20

23,706

21,944

22,381

21,066

20,264

19,520

20 -

30

28,022

26,782

27' 148

26,216

25,470

24,714

30 -

50

16,950

16,579

16~696

16,430

16,174

15,913

50 - 100

12,064

11,962

11,995

11,923

11,803

11,681

9i445

9,425

_9,431

9,416

9,385

9,354

116,303

112,366

108,711

Up

100 or over
TOTAL

129,422 120,514

122, 906 .

Off ice of the Secretary of the Treasury
Office of Tax Analysis
Note:

!/

January 15,. 1976

Estimates exclude net refunds under E.I.C.; they are treated as expenditures.

Includes effect of home purchase credit.

Table 3
Income Distribution of Liability Under President's Proposal
for 1977 Compared with Revenue Adjustment Act Unextended
(1975 Levels of Income)
Total of tax liability
Adjusted gross
income class
($000)

Revenue
Adjustment
Act

President's
proposal
for 1977
unextended
( .••.•...•. $billions ........... )

Tax cut caused by the President's proposal for 1977
As percent of tax
under Revenue
Percent
Amount
Adjustment Act
distribution
unextended
( ........... , ........ percent .. ............................ )

4.6%

44.4%

Up to 5

1.5

0.8

0.7

5 - 10

12.2

9.1

3.1

22.2

25. 7

10 - 15

21.5

17 .6

3.9

27.7

18.2

15 - 20

22.4

19.5

2.9

20.2

12.8

20 - 30

27.l

24. 7

2.4

17.1

9.0

30 - 50

16.7

15. 9

o.a

5.5

4. 7

50 - 100

12 .o

11. 7

0.3

2.2

2.6

9.4

9.4

0.1

0.5

0.8

122.9

108.7

14.2

100.0

11.5

100 +
TOTAL.

Office of the Secretary of the Treasury
Off ice of Tax Analysis
Note:

Estimates exclude net refunds under E.I.C.; they are treated as expenditures,

January 12, 1976

Table 4
Distribution of Tax Liabilities Under J?:cesident' s Proposal for 1976 Compared
with Revenue Adjustment Act· Unextended by Size of Adjusted Gross Income
(1975 Levels of Income)

Total tax liability

Adjusted gross
income class

R~vcnue

Adjustment Act- :
unextended

~~~~~~~~~-"=

($000)

Proposed
1976
law

Tax cut caused by President's proposal for 1976_-~
:As percent of tax
Percent
Amount
:under
Revenue Addistribution
: j~stment Act extende

( •.... .•• :. $billions ..•..•..... ) ( .•.• , • . . . • • . • • . . . . . . . percer1 t

••••••••..•• , ••••.•••• )

Up to 5

1.5

0.9

0.6

5 - 10

12.2

9.7

2.5

24.1

20.8

10 - 15

21.5

18.7

2.9

27.3

13.4

15 - 20

22.4

20.3

2.1

20.1

9.5

20 - 30

27.1

25.5

1. 7

15.9

6.2

30 - 50

16.7

16.2

0.5

5.0

3.1

50 - 100

12.0

11.8

0.2

1.8

1.6

100 +

9.4

9.4

*

0.4

0.5

TOTAL

122.9

112.4

100.0

8.6

10.5

Off ice of the Secretary of the Treasury
Off ice of Tax Analysis
Nota:

Estimates exclude net refunds of E.I.C.; they· are treated as expenditures.

5.3%

37 .8%

January 6, 1976

Table 5
Distribution of Tax Liabilities Under President's Proposal
for 1977 Compared with Revenue Adjustment Act Extended
by Size of Adjusted Gross Income
(1975 Level of Income)
Total tax liability
Adjusted gross
income class
($000)
Up to 5

Tax cut caused by the President's proposal for 1977

President's
Revenue
Adjustment
proposal for
Amount
Act extended.
1977
( .......... ....... $billions ................ )
1.0
0.8
.2

Percent
distribution
2. 9%

As percent of tax under
Revenue Adjustment Act
extended
21.4 %

5 - 10

10.4

9.1

1.3

17.0

12.4

10 - 15

19.8

17.6

2.2

29.'1

11.1

15 - 20

21.l

19.5

1.5

20.4

7.3

20 - 30

26.2

24.7

1.5

19.8

5.7

30 - 50

16.4

15.9

0.5

6.8

3.1

50 - 100

11.9

11. 7

0.2

3.2

2.0

9.4

9.4

O.l

0.8

0.7

108. 7
TOTAL
116.3
Treasury
the
Office of the Secretary of
Office of Tax Analysis

7.6

100.0

100 +

Note:

Estimates exclude net refunds under E.I.C.; they are treated as expenditures.

6.5
January 12, 1976

Table 6
Distribution of Tax T~iebili tics Under President's Proposal
for 1976 Comp.;.rcd with 1-:cvcnuc Adjustmc:nt Act Extended
by Size of Adjusted Gross Income

(1975 Level of Income)
Total tax liability
Adjusted gross
i'lcome class

Rr~vcr..ue

Adji.:strn,:;!n.t
Act Extended:

P::-esid.Lnt 1 s
propcs;::l for
1976

Tax cut caused by the Presidentrs proposal for 1977
Percent
Amount

.

distribution

As per'-'ent of tax under
Revenue Adjustment Act

Evtended

~~~~-~~~--~.:.....:::.=..:.:_.=::.:::...::.:..::.:...::;..:;..::...:_~~~~~~~~-=-~~~~~_..;.~~~~~~~~~-'--~~~~~~

( $ 000)

(." .............. ·~ hillions ......

'*. ·-· ••• ".) { •••••• , •••••••••••

~~~~~~-

percent ....................... )

tp to 5

1.0

0.9

0.1

5 - 10

10.4

9.7

0.7

17.5

6.6

10 - 15

19.8

18.7

1.2

29.6

5.9

15 - 20

21.1

20.3

0.8

20.4

3.8

20 - 30

26.2

25.5

0.7

18.9

2.8

30 - 50

16.4

16. 2

0.3

6.5

1.6

50 - 100

11. 9

11.8

0.1

3.0

1.0

-7

9.4

9.4

0.03

_.Q.J1

0. 3

TCT:\L

116.3

3.9

100.0

3.4

100

.

112.4

3.2%

Office of the Secretary of the Treasury
Off ice of Tax Analysis
Note: Estimates

exclude net

refu~ds

under E.I.C.; they are treated as expenditures.

12.1%

January 19, 1976

Table

7

Comparison of Individual Income Tax Provifdons

1974
Law
1.

1975
Law

Revenue
Adjustment
Revenue Adjustment
Act Act extended Jj
: unextended 1/:

President's
proposal
for 1976

President'
proposal
for 1977

Standard Deduction
(a) Minimum standard

Single returns
Joint returns
(b) Percentage standard

(c) Maximum standard
Single returns
Joint returns

$1,700
$2, 100

$1,750
$2,300

16'/o

16%

16%

$2,300
$2,600

$2,200
$2,400

$2,400
$2,800

$2,100
$2,650

$1,800
$2,500

$1,300
$1,300

$1,600
$1,900

15%

16%'

$2,000
$2,000

$1,500
$1,700.

$1,800
$2,500

2.

Personal Exemption Deduction

$750

$750

$750

$750

$875

$1,000

3.

Tax Credit
(a) Per capita

·None

$30

$17.50

$35

$17.50

None

1% up to $90

2% up to $180

1% up to $90
None

(b) Percent of taxable income

None

None

4.

Rate Reductions

None

None

5.

Earned Income Credit

None

10% up to $400 5% up to $200

6.

Home purchase credit

None

5% of value
up to $2,000

None

None

None

See Annex

10% up to $400 5% up to $200
None

None

See Annex
None
None

January 12, 1976
Office of the Secretary of the Treasury
Office of Tax Analysis
1/ Full-year tax liability change enacted by Revenue Adjustment Act of 1975.
"%_! Doubling of Revenue Adjustment Act changes to permit continued use or present withholding tax tables through
101~
~hpqp nrovisions are actually contained in the Act but will be inoperative without further legislation.

Table 8
T;ix T.. iabilities Under Various 'fax Laws for Single
Person Without Dependents, With Itemized Deduction
of 16 Percent of Adjusted Gross Income !/
Adjusted

Ta~

gro~s

1972-74
law

income
class

$ 5,000

$

490

1975
law JJ
$

Rcv..:at:c

:

Adju~tmcnt:

404

Act
$

425

---~

i.it1b!!i.t~i~cvcm1c Adjustml•nt Act:
extended

$

363

1·r<..1p'a~;~f..i

1976
lin,•

$

334

..

~~-

...

-

: Proposed
1977
:
l8l!..._
$

3C7

7,00P

889

796

800

714

677

641

10,000

1,506

1,476

1,430

1,331

1,278

1,227

15,000

2,589

2,559

2,499

2,409

2,358

2,307

20,000

3,847 .

3,817

3,757

.3,667

3,609

3,553

25,000

5,325

5,295

5,235

5,145

5;080

5,015

30,000

6,970

6,940

6,880

6,790

6,721

6,655

40,000

10, 715

: 10, (,85

10,625

10,535

10,455

10,375

50,000

15,078

15,048

14,988

14,897

14,811

14,725

Offic ·-o·f· the Secretary of the Treasury
Office of Tax Analysis

l/

If standard deduction exceeds itemized deduction, family uses standard

1/

Assu:nes th3t taxpayc1· is not eligible for the J!omc Purcli.-isc CredH.

d~ducti~r..

I.

,•

I

Table 9

Tax Liabilities Under Various Tax Lcws for Family with
No L'cpendcnts , Fi ling Jointly with Itemized Deduct:i.ons
of 16 Percent of Adjus'ted C.ross Income !/
Adjusted
gross

1972- 74

income

law

class
$ 5,000

$

322

.•

1975
law 1:./
$

170

T:tx !..inbi lity
ltcv·enue : Revenue Ad- : Proposed
1976
Adjustment: justnh.'nt Act:

Act
225

$

extended ·
$

130

$

88

$

'('

7,000

658

492

548

448

387

33 :

10,000

1, 171

1,054

1,084

948

872

800

15,000

2, 062

2,002

1,972

1,882

1,827

1, 75 \.!

20,000

3, 085 .

3,025

2,995

2,905

2,842

2, 7~ ...

25,000

4,240

4,180

4,150

4,060

4,006

3, 95C

30,000

5,564

5,504

5,474

5,384

s,3s8

5,32f

40,000

8,702

. 8,61.2

8,612

8,522

8,481

8 'l~4 '

50,000

12,380

12,320

12,290

12,200

12,140

Of £ice of the Secretary of the Treasury ·
Office of Tax Analysis

1/ If

1/

law

:

: Proposed
1977
law

12,C~

January 13, 19io

.

standard deduction exceeds itemized deduction, family uses standard

Assumes.that taxpayer is not elitible for the Home Purchase Credit •

..

deductio~

Table 10
Tax Liabilities Under Various Tax Laws for Family
with 1 Dependent, Filing Jointly with Itemized Deductions
of 16 Percent of Adjusted Gross Income !/
Adjusted
gross
in.come

1972-74
law

class

$

$ 5,000

$'

29

$

95

$

0

0

$

--·-··

-------Propo~~,·

1977

law
$

0

7,000

526

336

406

289

234

190

10,000

1,028

882

949

820

726

MO

15,000

1,897

1,807

1,807

1, 717

1,635

1,535

20,000

2,897

2,807

2,807

2,717

2,624

2,530

25,000

4,030

3,'940

3,940

3,850

3,757

3,660

30,000

5,324

5,234

5,234

5,144

5,070

4,988

40,000

8,406

8,316

8,316

8,226

8,ll~O

8,054

50,000

12,028

11,938

11,937

11,847

11,739

11,630

Off ice of

th~

Office of

ll If

1./

207

1975
law 2/

Tax T.iabilit\•
Revenue : Revem.!c Ad- : Proposed
1976
Adjustment:justment Act:
extended
Act
law

Secretary of the Treasury
Analysis

January 13, 1976

T~x

standard deduction exceeds itemized deduction, far.tily uses standard deduction.

Assumes that taxpayer is not eligible for the Home Purchase Credit.
Also assumes that taxpayer is not eligible for the Earned Income Credit.
Taxpayers maintaining a home in the United States for a dependent child
are eligible for the Earned Income Credit (EIC) if they earn less than
$8,000 and if their adjusted gross income is less than $8,000. If the
e f fects of the EIC were included, the table would have these entries
(negative entries represent direct payments to the taxpayer):
Revenue
Revenue AdAdjus tment
justment Act
AGI
1975 Law
Act
Extended

$5,000
$7,000

$271.
+ $236

-$55
$356

-$300
$189

Proposed

1976 J..aw
- $150

+ $184

Table 11
Tax Liabilities Under Various Tax Laws for Family
with 2 Dependents, Filing Jointly with Itemized Deductions
of 16 Percent of Adjusted Gross Income 1/
Tax Liability

Adjusted
gross
income
class

$ 5,000

1972-74
law
$

98

1975
law

$

7,000

Revenue : Revenue AdProposed
1976
..Adjustmcnt: justmcnt Act:
Act
extended
law

1:./

0

0

0

268·

$

186

$

$

0

Propose•.i

1977
law

:

0

$

135

89

60

10,000

886

709

797

651

555

485

15,000

1,732

1,612

1,642

1,552

1,446

1,325

20,000

2,710

2,590

2,620

2,530

2,405

25,000

3,820

3,700

3,730

3,640

3 , 507

3,370

30,000

5,084

4,994

4,904

4 , 781

4,648

40,000

8,114

7,994

8,024

7,934

7,799

7,664

50,000

11,690

11,570

11,600

11,510

11 , 345

11,180

'

January 13, 1976

Qffi.ce of the Secretary of the Treasury
Office of Tax Analysis

11 ·1£ standard deduction exceeds itemized deduction, family uses standard deduction.

11

Assumes that taxpayer is not eligible for the Home Purchase Credit.
Also assu~es that taxpayer is not eligible for the Earned Income Credit.
Taxpayers maintaining a home in the United States for a dependent child
are eligible for the Earned Income Credit (EIC) if they earn less than
$8,000 and if their adjusted gross income is less than $8,000. If the
effects of the EIC were included, the table would have these entries
(negative entries represent direct payments to the taxpayer):
Revenue
Revenue AdAd ju s tmen t
justment Act
Proposed
AGI
1975 Law
Act
Extended
1976 Law

$5,000
$7,000

- $300

+$

n

86

-$150
$218

-$300
$35

- $150

+$

39

Table 12
Tax Liabilities Under Various Tax Laws for Family
with 4 Dependents, Filing Jointly with Itemized Deductions
of 16 Percent of Adjusted Gross Income l/
'"'\

Adjusted
gross

Tax Liabilitv

1972-74
law

income

class

$ 5,000

$

0

Proposed
: · Revenue : Revenue Ad1976
Adjustment:justment Act:
Act
law
ext!nded

1975

law
~

1.1

.

Propose'i.
1977

law

0

0

0

7

0

0

0

308

240

190

$

0

$

0

7,000

170

0

10,000

603

372

15,000

1,402

1,222

1,297

1,192

1,078

965

20,000

2,335

2,155

2,230

2,125

1,966

1,816

25,000

3,400

3,220

3,295

3,190

3,002

2,830

30,000

4,604

4,4211

4,499

4,394

4,191

4,008

40,000

7,529

7,349

7,424

7,319

7, 101

6,896

50,000

11,015

10,835

10,910

10,805

10,542

10,280

481

$

$

Of£ice of the Secretary of the Treasury
Of £ice of Tax Analysis

January 13. 1976·

!/ If standard deduction exceeds itemized deduction, family uses standard deduction.
£/ Assumes that taxpayer is not eligible for the Home Purchase Credit.
Also assumes that taxpayer is not eligible for the Earned Income Credit.
Taxpayers maintaining a home in the United States for a dependent child
are eligible for the Earned Income Credit (EIC) if they earn less than
$8,000 and if their adjusted gross income is less than $8,000. If the
effects of the EIC were included, the table would have these entries
(negative entries represent direct payments to the taxpayer):
Revenue
Revenue AdAd ju s tmen t
justment Act
AGI
1975 Law
Act
Extended
$5·,ooo
$7,000

- $300

- $100

I

-$150
-$43

".'$300
-$100

Proposed
1976 Law

- $150
- $ 50

Table 13
Projected Poverty Levels

·l975

.
Single person

Poverty
level

1:J

Compared to Tax-Free Income Levels

lf

1976

Tax-free
income

1

l.977

:
Tax-free income
Poverty :Kevenue Ad- :Revenue Ad- :President's:
leve~ ·justment Act :justment Act:
l
:Extended,
,.:.Unextended : proposa

Poverty
level

: Tax-free
income
:President's
: proposal

$2,790

$ 2,560

$2,970

~2,380

$2700

$2,760

$3,150

$2,800

3,610

3,030

3,840

.. 3 ·'•SC .

l•lOO

4,320

4,080

4,500

4, 320 ,

5100

5,330

5,500

5,200

6100

6. 31.0

'•. 850
6,200

6,500

Y.ar'!'ied couple:
~o

dependents

I

1 dependent

'•,300

l~,

790

'•, 570

2 dependents

5,500

5,760

5,350

3 dependents

6' '•90

6,720

6,900

6,080:

7080

7,350

7,320

7,500

4 dependents

7,300

7,670

7, 170

6,980

8070

8,360

8. 21.0

8,500

Single person, over

2,580

3, 310.

2,740

3,l?.O

3450

3,640

2,910

3,800

Couple.

3,260

5,330

.3 •. 460

4,950

5600.

6,070

3,670

6,500

~oth

over 65

.

Office-of the Secr¢tary of the Treasury
Office of Tax Analysis
11 Assu~ing these annual values of the consumer price index (1967 equals 100):
1975 --161
1976 --172
1977 -182

l,I Taxpayers not eligible for earned income credit.

January

is.

1976
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Annex E

POTENTIALLY QU_-\Llf'JED LABOR MARKET AREAS

Labor Market

.\labam:l
.Anni.;t.:in
Birmingham
Florence
Gadsden
Huntsville

Alaska
Anchorage*
Arizona
Phoenix
Tucson
Arkansas
Faye tteville -Sprtngdale
Fort Smith
Pine Bluff
California
Anaheim-Santa A11a-Garden Grove
Bakersfield
Fresno
·Los Angeles-Long Beach
Modesto
Oxnard-Simi Vall~ypVentura
Riverside -San Bernardino-Ontario
Sacramento
Salinas-Seaside -Monto rey
San Diego
San Francisco-Oakland
San Jose
Santa Barbara-Santa M•Hia-Lompoc
Santa Cruz
Santa Rosa
Stockton
Connecticut
Bridgeport
Bristol
Danbury
Hartford
•'-ieriden
New Britain
New HaYen-West Bc.ven
New London-Norwich
Norwalk
Stamford
Waterbury

Unempioymf\nt Rate

l3.0

7.6
11. 4

13.5
9. 2

7.0

IO. 9

7. 9
8.3

9.3
8.4

8.3
8.4

9. l
9. 9
13.6

8.6
11. 6
9. 0
8.4
10. 3

9,9
8. 5

7.4
11. 3
12. I

9. 9
12.0
14. -,

10.6
l>.1

12.9

CJ.-,

7. 7
8. 5
7. 3

12.1

*Eligibility in question pending release of December 1975 Lahor
Statistics

- 2 -

Labor Market

Unemployment Rate

Delaware
Wilmington

9,6

District of Columbia

8. 1

Florida
Daytona Beach
Fort Lauderdale -Hollywood
Fort Myers
Jacksonville
Lakeland-Winter Haven
Melbourne-Titusville-Cocoa
Miami
Orlando
Pensacola
Sarasota
Tampa-St. Petersburg
West Palm Beach-Boca Raton
Georgia
Albany
Atlanta
Augusta
Columbus
Macon
Savannah
IllinoiS
Chicago
Decatur
Kankakee
Rockiorrl
Indiana
Anderson
Bloomington
Evansville
Fort Wayne
Gary-Hammond-East Chicago
Indianapolis
Muncie
South Bend

11. 5
15.4
12.7

7.4
10.9
14. 5

10. 9
11 . 8

8.3
12.. 8
11. 3

13.2

8. 7

9. 6
7. 9
7. 5

8.4
8. 3

8.6
9. 5

9.7
10. 5

11. 0
10. 2
7. 8

9.8
7.8

7. 4

10. s

7. 5

Iowa
Dubuque

7.4

Kentucky
Louisville
Owensboro

8. l
8.8

-

3 -

Unemployment Rate

Labor Market

Louisiana
Alexandria

11 . 2

Lake Charles
Monroe
New Orleans
Shreveport

9. 6
9. 5
8.2
9.2

Maine
Lewiston-Auburn
Portland

10. 3

8.2

Maryland
Baltimore

8.5

Massachusetts
Boston
Brockton
Fall River
Fik'.d:n1~·g-L<lur •insi:~

12.0
12.3
::-

Lawrence -Haverhill
Lowell
New Bedford
Pittsfield
Springfield-Chicopee -Holyoke
Worcester
Michigan
Ann Arbor
Battle Creek
Bay City
Detroit
Flint
Grand Rapids
Jackson
Kalamazoo-Portage
Lansing-East Lansing
Muskegon-Norton Shores-Muskegon Heights
Saginaw

13. 3
11. 7

14.0
12.8
15. 3
11. 5

12.4
12.3

12.3
l l. 9
13.3

14.6
15.3

11. z

11. 3
10. 1

11.8
14.5

11. 3

Minnesota
Duluth-Superior

8.9

Mississippi
Biloxi-Gullpo rt~·

7.0

Missouri
Kansas City
St. Louis

8. I

8.6

Montana
Great Falls

7.9

Nebraska
Omaha

7.7

*Eligibility in question pending release of December 1975 Labor
Statistics

-
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Ln ho r ?-..!.i rl::u t

Nevada
Las Vegas
Reno

Manchester
New Jersey
Atlantic City
Jersey City
Long Branch-Asbury Park
Newark
New Brunswick-Perth Amboy-Sayreville
Paterson-Clifton-Passaic
Trenton
Vineland-Millville-Bridgeton
New Mexico
Albuquerque
New York
Albany-Troy-Schenectady
Binghamton
B uffalo
Elmira
Nassau-Suffolk
New York
Rochester
Syracuse
Utica-Rome
North Carolina
Asheville
Burlington
Charlotte -Gastonia
Greensboro-Winston - Salem-High Point
Wilmington
Ohio
Alu· on
Canton
Cindn t>:iti
C:b velancl
lllf\ ,.JU

Hamilton-Middletown
Lima
Lorain - El yria
11.l:lnsfield
Springfidll
Toledo
Youngstown-Warren
Oregon
Eugene-Sp ring field
Portland
Salem

Uncmpl oymP.nt R :• It•

I O. 7

8. 7.

8,2

10, 7
l .'., .i

R,6
10,3
<J,Z

11 . 7

7. 6
ll. 6

7.9
8. 2
8. 3
1 3. 6
10. l

8.1
11. z
8.0
9. 8
10,7

10. z

9. 4
9. 0

8. 4
8. 9

8.8
K. (,

'I • .
•

I

1 l. (,

9. (I
8. 7
I 0, 1
8. (,

<J, (,
l (), 5

11.<.

?. :;

'J. 0
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------·--- ---------·
Labor Market

Pennsylvania
Allentown-Bethlehem-Easton
Altoona
Erie
Northeast Pennsylvania
Philadelphia
Pittsburgh
Williamsport
York ·

Unemployment Rate

s.o
9. 2
8. 7
10.4
10.2
8 •. 6

9.6

s. l

Rhode Island
Providence-Warwick-Pawtucket

14-•.5

South Carolina
Charleston
Columbia.
Greenville -Spa. rtanburg

8. 0
10. l

Tennessee
Clarksville -Hopkinsville
Memphis
Xa..~hville -Davidson
Texas
Beaurnont-Port Arth11r-O :·ange
B rownsville -Harlingen-San Benito
Corpus Christi
El Pa.so ·
Laredo
Longview
McAllen-Pharr-Edinburgh
San Antonio
Sherman-Denison
Texarkana
Tyler
Waco
Utah
Provo-Orem
Salt Lake City-Ogden
Vermont
Virginia
Lynchburg

9.4

7. (,
7. (,
7.3

8.6
11. 3

7.5
10. 2

16.8
7.8
10.6
8.8

11. 9

9.Z
7. 9
8. l

7.9
7.4
10.0

7.5

Washington
Seattle -Everett
Spokane
Tacoma
Yakima

9.Z
9.0
9. 8
9.9

-

Labor Market

West Virginia
Huntington-Ashland
Parke rsburg-Mariclta
Wheeling
Wisconsin
Eau Claire
Milwaukee

6 -

Unemploym~nt

7. 5
10.3

7.9
8.4
8. l

Rate

1976 State of the Union:

A Sum.tnarv

In his State of the Union address Monday night~ President
Ford set forth his blueprint for Ansrica's future -- a blueprint
that seeks to establish r.a nei'l balance 11 in our national life
and to solve the Nation's problems with hardheaded common sense.
Substantial Progress Already Made
The President pointed out that under his approach,
substantial progress was made in 1975:
-- inflation was cut nearly in half -- down to about 7%.
-- the economy was· brought out of recession and is now
enjoying a healthy recovery~
-- two thirds of the jobs lost in the recession have
been restored.
-- to those critics who were asking whether we had lost
our nerve, the U.S. has shown that it remains a strong and
reliable partner in the search for peace.

-- and through the President's efforts~ much of the
public's faith in the integrity of the White House has been
restored.
,
Programs to Build Upon Past Progress
The President is now seeking to build upon the foundations
laid in 1975. Specifically:

1.

In the Economy
A.

Curbing Inflation

The centerpiece of the President's economic policies
to fight inflation and create jobs is his attempt to cut
Federal spending and to cut Federal taxes.
-- The President's budget sets a limit of $394.2 billion
spending in fiscal year 1977 -- a substantial reduction under
earlier projected spending for that year.

-- In the last two years, Federal spending has increased

by a total of 40%.

The Ford budget would limit the 1977
spending increases to 5.5% -- the smallest single increase
since President Eisenhower was in office.

-- The President devoted more personal time to the
preparation of the budget than any President in a quarter or
a century; as a result, he was able to pare spending without
cutting deeply into any programs essential for the health or
safety of the Nation.
-- To accompany the spending cut, the President is
calling for a permanent tax cut of $28 billion -- $10 billion
more than what Congress has allowed.
more

2

B. Creating New Job~- ~- The President is seeking to
create new jobs not through vast new public \'TOrks programs
programs that have been tried and failed -- but by creating
conditions in the private sector that will stimulate economic
growth. The tax cut/spending cut is a major part of this
effort. In addition, he proposed in the State of the Union:
Accelerated depreciation for businesses constructing
new plants, purchasing equipment, or expanding their plants
in areas of 7% unemployment.
-- Broadened stock ownership so that moderate income
Americans will be given tax deductions for investing in
American owned companies.
~·- Changes in tax laws that will prevent family farms
and small businesses fro~ being wiped out by estate taxes.

-- The President will ask for additional housing
for 500,000 families.

~ssistance

C. Regulatory Reform -- The President has asked that
the regulatory burden be lightened in four industries -banking, airlines, trucking and railroads -- so that competition can be fostered and consumer prices reduced. Other
areas are still under study.
·
2.
In Energ1 -- Last year's comprehensive energy bill was
flawed but it does provide a base upon which to build. The
President is asking for swift Congressional action that
would deregulate the price of new natural gas, open up
Federal reserves, stimulate greater conservation, develop
synthetic fuels from coal~ create the EIA, and accelerate
technological advances.

3.
In Health -- The President proposed catastrophic health
insurance for all persons covered by Medicare (the elderly
and disabled), so that none of them would be required to pay
more than $500 a year for covered hospital bills or more than
$250 a year for covered doctor's bills. Slightly higher
costs would be imposed upon Medicare beneficiaries to pay
for the insurance.
-- Veterans were assured of high quality medical care.
-- The President spoke of the eventual need for national
health insurance plan but not one dictated by Washington; the
private sector must be the basis of it.

4.
In Social Security -- The President called for a full
cost of living increase for the elderly receiving Social
Security. At the same time, he urged we face reality: the
Social Security Trust Fund is running out of money. To
preserve the fund and thus to protect future beneficiaries,
the President asked for a small increase in Social Security
taxes, effective January 1, 1977. The additional cost would
come to no more than $1 a week for any employee.
more
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5.
In Welfare -- The President said that current programs
had tO-be overhauled,.but that they shouldn't be dumped in
the laps of State and local governments nor should we make
massive changes in midst of recovery. Some reforms can be
made now;J the most prominent. -- food stamp reform. The
President called for limiting food stamps to those in true
poverty.
6.

In Crime -- Law enforcement remains primarily a local
and State responsibility, but Washington can and must help.
The President is proposing: mandatory sentencing laws, more
Federal prosecutors, more Federal judges, and more Federal
prisons so that judges will be willing to send more criminals
to jail. The President ~lso promised a further crackdown on
drug pushers.

7.
In Federal Program Consolidation -- The President
proposed that some 59 Federal programs be collapsed into
4 block grants -- health, education, child nutrition and
community services. The biggest block grant would be a
$10 billion health grant for medicaid and other purposes;
money would be distributed on basis of which state has most
low income families. Purpose of the consolidation would be
to wipe out red tape, give those closest to the problems
greater flexibility to solve them. They would be similar
to revenue sharing,, a program for which the President urged
re-enactment.
8.

In Defense and Foreign Policy -- The President called
for a-Significant increase in defense spending to ensure
that the U.S. never becomes second strongest power.
-- He pointed to numerous successes in foreign policy
of keeping the country at peace~ progress in Middle East:
strengthening of relationships with Europe and Japan~
progress on arms limitations.
·
-- But he warned against further internal attacks on
foreign policy community, especially the CIA, and against
further Congressional efforts to tie the hands or the President.
-- He promised action to strengthen the intelligence
establishment.

#

#

#

"Government exists to create and preserve
conditions in which people can translate
their ideals into practical reality.
"And in all that we do, we must be more
honest with the American people; promising
them no more than we can deliver, and delivering all that we promise."
(From the President's 1976 State of the Union
Message to the Congress.)
I

-
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I.

ECONOMIC PROGRAM AND PROSPECTS

The President r·s economic policies outlined in his State
of the Union Message are designed to keep the economy on
an upward path toward two central long-term objectives:
Sustained economic growth without inflation;

Jobs for all who seek work.
.

A.

.

·suSTAINED. ECONOMIC GROWTH WITHOUT INFLATION

BACKGROUND
At the beginning of 1976,, the American economy is well
on the way to recovery from the deepest r~cession since
the 19 30 's. One .year ago _mqst economic indicators including unemployment, inflation and production were deteriorating.
The most.significant economic feature of 1975 was that the
economy turne'd around and steadily grew healthier d,uring
the J,.ast half.of .the year. The double digit inflation of
over·12·percent'fn 1974 .. was reduced in 1975 to an estimated
6. 9 percent. · Further progress is expected in 1976 when a
rate of 5.9 percent .is forecast. The further reduction in
the anticiPat~d.rat~ of 1riflation is expect~d.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

·~

1979

The President's budget recommends $394.2 pillion
iri Federal outlays for FY 1977} a· reduction of
nearly $29 billion in the projected growth of
Federal Government spending. As a result= or
.this sp~nding restraint, the Federal deficit
would be reduced from an estimated $76'billion
in FY 1976 to $43 billion in FY 1977. By continuing 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
~he

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

2
Cale_nda~

a.

'j.ef}.r ].97_7_ an1 Beyor!_<!

The President vs perr::anent procram has the following
major features~
an increase in the personal exemption from
$750 to $1~000.
substitution of a sint:le standard deduction ·--·
$2~500 for married couples filine jointly and
$1:.i800 for sinsle taxpayers ·- - for the existing
loH.income allowance and percentace standard
deduction;,
a reduction in individual income tax rates
(see Annexes A and B)~
a permanent 10 percent investment tax credit;
a reduction in the maximum corporate income
tax rate from 48 percent to 1~6 percent anp
making permanent the current temporary tax cuts
on the fir~t ~50:;000 of.corporate income ..

a program to stimulate, construction of new
electric utility fapilities to insure that
lone;·-run economic growth is not '.!.imi ted by
capacity shortages in the production of
electricity (see Annex C).
b.

Calendar

Yea~

··:.".

1976

Since taxpayers coml)ute 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 applyinc in 1976
the.current temporary tax cuts for six months and
the Pr(;sic'.ei1t ~ ·3 perr:1aner,t tax cuts for six rr.onths.
The President's full proposed tax liability changes
will apply for 1977 and subsequent years.
President 1 s proposals would result in lower
withholding tax rates (and. hir;her take.·home pay)
effective July 1, 1976. The lower withholding
tax rates would reflect the full impact of the
tax cuts proposed by the President last Oritober
and would remain constant in 1977.

~he

The specific tax liability. provisions that will
apply in calenda~ year 1976 are:
Tax Cuts (Compared
:t;o__l:9_7_.!!_ law)---··
For individuals:
a personal exemption of

~875

~;

5. 4 billion

a per capita exemption credit of
$17.50, with alternative taxable
income credit equal to 1 percent
of the first $9,000 of taxable income
(i.e., maximuLl credit equals $90); $ 4.6 billion
more

3
$ 4.1 billion

standard deduction changes
• a low income allowance of $2,300
for joint returns and $1.i750 for
singles;

• a percentage standard deduction
·of 16 percent of Adjusted Gross
Income with a maximum of $2,650 for
joint returns and $2,100 for singles;
an average of the rate structures
under present law and the President's
permanent tax cut program (see
Annexes A & B):
$ 3.6 billion

an earned income credit equal to 5
percent of earned income with a
·maximum of $200., phasing out at
$8,ooo of earned income or adjusted
gross income, whichever is
greater.
$ O. 7 bill ion
$18.5 billion

TOTAL INDIVIDUAL CUTS

For business:
a reduction in corporate rates

$

3. 2 billion

• the rates will be· 20.perceht
·for the first $25,000 of taxable
income> 22 percent for the second
$25,000 of tax~ble income, and
. 47 percent for taxable income above,
$50,000.

.

the program to stimulate construction 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 l),tax liabtlities under 1972-74 law;
2) 1975 tax_ liabilities; 3) 1976 tax liabilities
under the Revenue: Adj uatment Act; and 4) · the
President's transitional proposal for 1976.

more•.
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B.

JOB CREATION AND EMPLOr'iE!JT

BACKGROUNu
Considerable progress has been achieved during the past year.
fJ.'here were 35. 5 million Americans at work in December}
1. 7 million more than at the low point in r1arch 1975.
l

The President's approach to the unemployment problem has embraced three sets of policies:
1.

Alleviating the economic hardship for those who
are unemployed through temporarily extendine unemployment insurance coverage to 12 nillion
additional workers and temporarily extending the
period of time individuals may receive unemployment insurance benefits from 39 to 65 weeks.

2.

Providing increased funds for established and
proven Federal programs including Comprehensive
Employment Training Act ( CETA), surmrier youth employmer~t and public service employment.

3.

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

To encourage investme~t, the President has already proposed
a phased integration of the corporate and individual income
tax which will eventually eliminate the double tax burden
r.ow 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 shortaies in the production
of electricity.

DESCRIPTION OF P:riOGRAM
The President has proposed four new programs to promote
additional investment and create new. jobs:

The President proposed permanent reductions in
individual and corporate income taxes and a
-.permanent increase in the investment tax credit.
:netails of these proposals are outlined above.
2.

Accelerated Depreciation for Construction of
Plants and Equipment in ~igh Unemployment
Areas
To speed up plant expansion and the purchase of
new equipment in high unemployment areas} the
President proposed permitting very rapid depreciation 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 unemploynent where new jobs are
more
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most needed. It ·-t-1ould imediately :benefit t~i.e
construction :l.~<l~stry .:_· one ot the :most denressed
indus·tries in· t£1e ec.qnony: --· and. would ere ate
produotive, ~rnrt~'ianent, well-netying jobs in the
private sector.
The incentiv~s provided by this proposal are
substantiar: ·:.'For exa~le, in t?ie case of a building with a 30-year useful life, the ta::cr>ayer would
be able to write off one-third of the cost in the
firs t 5 years as .coopared wi't;h 23 p.e+cent under the
cost accelerated r.1ethod o~ depreciation nou availa~le~
For equipment, · the entire cost ·of equiprJent
.with a 12-year useful life could be ·written off. in
5 years· compared to 60 rercent under the douhle
declinin~ balance method now available.
The prog~am has· the followinp, pl='ovisions:
Qualif*irig "Location: Any Labor Market Area (LMA)
whichad an average unenplo~TMent rate of. 7 percent
or nore for calend~r year 19~5. If the unem~loy
ment rate for such year in any $tate, exclusive of
the U-1As in such state, was 7 percent or more, all
areas of such state outside the L'·fAs would also
qualif~r. A list o'f potentially qQ.alified Labor
Harket Areas is at AnneJC E.
~ualifyinq Real Estate: Any ·:cOI!lriercial or industrial
acility ocated in a quali:f.yin~ area·, the con-

struction of t-1hic'i1 is conmenced on or after
19: 1976, and before. January - 2'l. 1977,
which is coLmleter! within 36 nonths. Cor.JI11ercial
irt'dustrial facilities include 'factories, ware'h9uses, shop?inp, centers and of.~ie~~ui~din~s, but
do not include residential real estate of any kind.
nistinct additions to existin~ facilities will also
qualify for these benefits. Jan~ary

and

'l

Production enuip~ent which
year comnencin~ January 19,
1976. arid olaced into service ln a auali.fied
facility
addition within 36 aonths 't hereafter.
Equipment for existing facilities or e<!'uinnent
such. as over-the-road equipment and rollinr, stock
does not qua.l~fy.
·

or

Amortization of Qualified Real Estate: Amortization uill be'a!'lowed over a period.equal to one-half
the shortest life which a t·axpay~r"may now claia
under any provision o~ the Internal Revenue Code
and R~3'1lations. The definition of re.?.1 estate,
as distin~ui.s.1.'ied fron .equi?lnent , f.6t this !)Ur;;>ose .
will be the sane as is used in the investnent credit
code· p·J;ovisforis !
.·
.-

,.

_. 1

Arlortization ..of Eguipnient: Equipment can be
amortized over ' sbcty months by the S.t?rai~'lt-line
nethoc! from t.he'_ date the eqtlipnent is "plc?.ced in
~ervice.
·
' · · --:. ·· ' · ·
· ·_. • :;c
Investnent Credit_for Eguipment: The full investment tax credit woUIC! still he·'alloued if the
useful life of such equipment. \lnder ~resent tests,
is] years 6r more. This:is a DOSt Si!".Ilificant

more
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benefit which will make the election to araortize
much more attractive than if the taxnaver were
linited to two-thirds of the investnent credit as
is the case under current law with res">ect to
property depreciated over a five-year period.
Application to Electric Utilities: This proposal
would not apnTy t~ electric utilities if the
Administration's pro~raa relatinr, to the taxation
of such utilities is inplemente<l.
3.

Broadening Stock Ownership
The President proposed ta.x incentives to encourage
broadened stock ownership by low and middle income
working Araericans by allowing deferral of taxos on
certain funds invested in co'!:II!l.on stocks. \1idespread
stock ownership will promote more stahle financial
t:lB.rkets; strengthen econoaic, social and political
support for the free market systen; and help
employees build a reasonable estate. Details ot
the program will be worked out with the Congress.
The proposal has the followinr, general features:
-- A Br9adened Stock Ownership- Plan (BSOP) could
be established by individuals 2!. by eaployers 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 low income ranges throup:h a lir.iit
on the maximun amoun·t of the annual contribution
eligible for exclusion fron incone tm:, with participation phased out at higher incone levels.
- - Funds in a BSOP would have to be invested in
common stocks, which could take the forn of an
interest in a Mutual fund.
-- Funds in a BSOP would have to remain invested for
at least 7 years and are subject to ta~ at the time
of withdrawal.
- - Income earned by the BSOP would be exeopt from
tax until withdrawn from the plan.
-- The plart would go into effect July l, 1976, and
the full deduction would be allowed for calendar
year ·1976.

4.

Estate

~

Pronosal for Family Farns and Businesses

The President pro?osed a . change in th~ Federal estate
tax laws to make it easier to continue the f aMily
m·mership of a small farm or business. The proposed
chan3es would stretch out the estate tax paynent
period ~o that Federal estate taxes can be yaid
out of the incone of the faro or business. No
payment will be required for five years ancl 20 years
will be allowed £or full paynent o~ estate taxes at
a 4 percent interest rate. This reforc. will help
ensure the survival 0£ snaller farns and businesses
for fut~re generations and allow then to e~and their
current operations.

l!lore
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l

The proposed change would liberali:t~ the present
rules under section 6166 of the Internal Revenue
·code which p·&rmi t the payment .in 10 annµal:.. ~nstall
ments of estate taxes attributable to a ~amily farm
or other closely-held business constituting a sub~
stantial part of an estate (35 percent of t:he
total estate or 50 percent of the taxable estate).
C~r~~rtbly, interest ori deferred estate tax payments
. is · cha~ged at the normal rate on overdue ta~ paiments
(currently 9 percent ~ but 7 percent effeqtive
February l~ '1976).
The proposal has the following features:
-- At the estate 1 s option a:.. five-year rnorai;b"t-iiim ..
wiil ap~i~ to payment of that portion of~ the ta~ ~.
·l'iaoility attributable to an .ownership inter~st ·.
in a ·family farm or other closely-held business qualifying for -ten··year installment payment~. un,der.
present section 6166. of the Internal R~vepu~ Code.
No interest will accrue during the five ·year
moratorium period and no principal or interes~
payments
will be required during that period .
.. ... . ...
··- At the- end' of the. five --y.ear period·, the
tax will , at the estate ts option~ ~~
payable in· equal annual installments. over the

defe~~ed

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 t o
the estate tax liability attributable to the
first $300,000 in value of the family farn or
business. Between $300,000 and $600,000 there
will be a dollar for dollar reduction in the
value of the farm or business qualifyine 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

President announced additional housing assistance for
500>000 families.

~he

BACKGROUND
Pederal housing programs administered by HUD play a significant
role in increasing the Nation 1 s supply of housing. rr·wo 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
incon~ families under a rental housing program in fiscal year
1977. This includes 125,000 units of new construction or
substantial rehabilitation. This program (commonly referred
to as the "Section 8 1i program) pays the difference between a
percentage of family income and the rent charged by the
landlord.
During FY 1977# mortgage subsidies will be approved for an
auditional 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

•

9
III. RCGULATORY lIB:fO!UL .

The President reemph~sized his concern that government
regulation be modernized to provide a rational and efficient
regulatory system s~rlling today's n~eds.
BACKGROUND
President Ford has .~adopted the reform of government re9ulation as a principal goal of his Administration. He has ordered
a critical review of ~ll F~der~l regulato.ry activities to
eli1.li11ate regulations which are obsolete and inefficient in
today's econotnic environment. Regulatory reform is an
essential pa+t of the ~resident's effort to make government
more responsive to current economic and social realities.
A.

PrtIHCIPAL OBJECTIVES~

l.

Benefit con~umers ~ encouraging increased corupeti tion.
Competition fosters innovation, encourages .new businessesv
creates new jobs, ensures a ,..;ide choice of goods and
services , and helps to keep prices at reasonable levels.
By elininating arbitr~ry barriers to .entry and by
·increasing. pricing flexibil-ity / the A~inistration hopes
to restore competition in the re<jU:latecl sectors of the
economy.

2.

Increase ~.!!erstanding of the cos.ts of regulation:. Often
the real costs of regulatory-activities are hidden from
public view. ·Inefficient and outdated regulation costs
consumer:s billions of dollars every year in unnecessarily
high prices. The Administration believes that the~e
costs should be subject to the same critical attention
devoted to the Federai budget.

3.

Q!. ~HE

ADHil.U STRATIO~'l 1 S PROGRAH

lm2!-"ove:~ethods

of achievin2 ~~ objecti'ves of r7gulation.
In many instances, reguia~ion is necessary, particulariy
in the health, environment and safety areas. !io,·rever,
regulation can impo.se a considerable cost burden on the
consuming public and on the economy. The Administration
is concerned that pUblic protection be achieve~ in the
~ost efficie~t manner.

4.

Substitute increased antitrust enforcement for a~~inis
trative reg\ilation •. In ~e past, regulatioilhas often
been a ·sU:Sstitute for competition. The Adn\inistration
is seeking to reverse this pattern and believes t.~at
antitrust enforcemen~ has an important role in keeping
costs and prices down.

:a.

DESCRIPTION OF PROGRAH

In October, 1974, .the President initiated ·the reforn program
by asking Congress to sponsor jointly a Hational Cor.~ission on
R7gulatory. Reform. to study the problems of Govern~ent regulation; but so far, Congress has taken no action. Accordingly,
the Administration is pursuing the following soecific reform
initiatives:
.
"' · ·
1.

Bxpa~d~

Antitrust Activitl. 'In ·addition to providing
for increased antitrust en orcement resources, the
Adr~inistration is questioning antitrust immunity now
grant~d to nULlerous industries.
Many of the·.Adr.tinistration '·s legislative ·proposals will eliminate UI)necessary
antitrust exemptions which restrai~ co~petitiori.
more
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2.

~ndependent Regul~~.-oI'y_ Commisslons.
The President
has met with the Commissioners of the 10 independent
R~gulatol"'Y Agencies to emphasize- the importance of:
regulatory reform. He has asked the Co~missioners
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 regulations. This requirement is designed to measure
th·e economic costs of Government regulation.

4.

Commission of Federal Paper...!!_ork. The Commission has
to study. the i_mp_ac.t of. GovernI:'lent
reporting requirements on businesses and individuals.
~o assure action in the short-run, the Adrninist~ation
is working now to eliminate· unnecessary Governr.i.ent
paperwork requirements.
~een establish~d

5.

Refor.m. The Administration
11?-s. develpped specific leg,1.$la1:;;tv.e proposals, to reform
t?;".ansp_o.rtati.o~ ~qonomic .reeulation.

~ransportation .~~ulator,y

The Railroad Revitalization Act, introduced in
MaY.i. -:197.5, seeks, to rebuild a heal thy, efficient
rail system b_y elimi_ri.ating outdated r_egl,llatory
restrictions. It will enable the railroads to .
compete more effectivel"y with other forms 9.f
transportation ..
J

The Aviation A9t or 1975, submitted in. ·0ctob~r , .1975, will ilhprov~ ·it.he airline· regU:lat·ory env~rom:nent by f.ost.ering price c~mpetition and by .
al.lowing existing airlines to serve new markets
and new carrie:r,s ~o ·enter the lndus"try.
1

The Hotor Carrier Reform Act, introduced iri
November, 1975, ·:will increas·e c61'!1P.et1tion in the
motor carrier industry and provide shippers and
consumers with a wider range of services· arid
prices.

..

6.

1.

Financial Ins"titutions Act. The .Adrr.inistration subf'.litted last·March the ·Financial Iri.s titutions A.ct
which will enable small saver~f ~"to earn higher" "interest
on savings accounts and provide more diversified
financial services to all customers.

..,

Energy. To help assure adequate supplies of energy,
the Administration has proposed legislation to deregulate the price of new natural gas •

.

The following Administration legislative initiatives have been
passed by the Congress and signed by the President:

8.

9.

Fair Trade Laws. The repeal of these laws, which
allowed manufacturers to dictate the retail price
for their product s, can save consumers an estimated
$2 billion per year.
. .. '·'
Securities. President 'Ford signed ~he Securities
Act Amendments of 1975 ·last June, to ·promote competition ~mong stockbroke~s .and ·to establish a :
national s·tock market system.
• '

.!

}.

-·

more
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IV.

ENERGY

The President's State of the Union Message reviewed the
Nation's current energy situation and rei terated major
policy objectives. With the leg~s~ative accomplishments
to date and administrat i ve actions taken by the President,
the Nation wiil a~hieve more than 80 percent of the
President's near-term goal for reducing vulnerability to
another embargp.
BACKGROUND
In last year's State of the Union Message, the President
announced a set of policy goals:
In the near-term~ 1975-1977, halt our growing
import dependence by reducin·g oil imp·o:r.ts by
2 million barrels per day ·(MMB/D) before the
end of 1977.
In the mid-term, 1975-1985, attain energy
independence by achieving invulnerability to
oil import disruption; this means a 1985
import range of 3-5 r~~B/D, replaceable by
stored supply and emergency measures . ·
In the long-term, beyond 1985, mobiliz~ U.S.
technology and resources to supply a significant share of the Free World's· energy needs.
In January, 1975, he also submitted to the Congress the
Energy Independence Act. Th.is -Ac·t contained a comprehensive
set of measures to conserve epergy, increase. domes.tic energy
production, and provide for -strategic reserves ahd standby
authorities in tpe event of. ~nothe_r embargo. The President
also took administrative action imposing an import fee on
crude oil to reduce our dependency and submitted sev~ral
additional legislative proposals to the Congress during
last year.
In D~cernber, the President ~.igned the Energy Policy and
Conservation Act of 1975, which contains several of his
proposals, including:
A national strategic petroleum reserve to provide
a stockpile for future embargoes.
Standby all.o cation, rationing, and other authorities for "USe in the ·event of another embargo .
An oil pricing formula

t~~t

provides for decontrol.

Conservation measures to improve energy
efficiency by affixing etiergy labels on
appliances and automobiles.
Extension of the Federal Government's ability to
mandate utility and industrial conversions to coal
from oil and gas.
more
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A.

PENDING LEGISLATION

Other Admi~istra~ion .Proposals now be fore t he Congress
include .:.
"i-

New natural gas price deregulation and emergency
measures have passed the Senate and will soqn come
up :l:n thtr House.
· ··
Authorization for production of the Naval "'Petroleum
Re serves is in Conference Committee.

~~

National thermal efficiency s~andards for new
buildings have passed the Rouse and will soon be
considered by the full Senate.
Weatherization assistance to help low income and
elderl~ consumeri save energy has passed the
House · and will soon be considered by the full
Senate.
Clean Air Act Anendments.
Assurances for private competitive uranium enrichment industry.
Improve~

nuclear licensing procedures.

Energy Independence Authority, including
zation of synthetic fuels. :..

\

com.~erciali

Tax credit for insulation .
.

.

• .

l"

.

.

Electric ut.1i1ty ·p~gulatci~.l' reform.
New energy facility siting ·authorities.

B.

CURRENT ENERGY SITUATION
Domestic oil production continues to decline •.
Product lop in 1975 averaged about 8. 4 M~iB/D -··· a
decline 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 Sl25 for every American.
Imports averaged about 6
same as 1974.

r~B/D in

1975, about the

Hatural gas production declined for the second
straight year. About. 20.l trillion cubic feet (Tcf)
were produced in 1975, as co~pared to 21.6 ·Tcf in
1974 and 22.6 Tcf in 1973.
Coal prodµction uas aboi~t 64,0. million tons in 1975,
an. increase of about 6 perce~t 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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FUTURE ENERGY OUTLOOK

1.

Near-Term (1976-1978) ; In t'..1.e next 2··3 years, imports
will increase unless rapid action is taken on some conservation measures, Naval Petroleum Reserve legislation; Clean
Air· Act amendments,· and domestic production incentives'.
allowed under current price controls. Without legislative
and administrative action~ imports would have been about
8 .M.MB/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 M.MB/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 f t:.11.e nation's
vulnerability to an embargo could be reduced to zero if the
Pres.ident 's prograrns are enacted. Imports would rise to
a.bout 10-15 ~il1B/D if none of his proposals were enacted. Under
the program already enacted and adroinistrative 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 1935). The results 'of the u.s. energy
research and developMent program will have an important effect
on ou~-long-term supply and demand situation. Advanced
technology is being developed for energy conservation and'
for using solar, fossil, nuclear, and geothermal energy
sources. The President is asking the Congress. to increase
funding substantially in ~~ese areas.
m.ore
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V.

HEALTH

A.

MEDICARE IMP.ROVEMEHTS 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 .
. Medicare is a major component of Federal health spending.
It provides protection to more than 24 million aged and
disabled Americans, and is expected to pay out more than
$17 billion for health care in 1976. However, Medicare
has several failings ,--.it aces not provide protection
against the catastrophic financial burden of extended
illness; and it 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 snort-term hospital stays, but can lead to financial
~uin 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 ~dditional problem
inadequate mechanisms
most health insurance
basis of actual costs
insufficient cause to

with Medicare is that it contains
to control health inflation. Like
plans, it reimburses largely on the
or customary charges giving providers
seek to limit cost increases.

DESCRIPTION OF PROGRAM
The proposed uMedicare Improvements of 1976n are the
following;
l.

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.

Cost Sharing Modifications

, Hospital Costs. Under this proposal, bene':"'·"
ficiaries would be required to pay a deductible
for the first day of a hospital stay (as under
current law), and 10% of additional charges up
to an annual maximum of $500.
more
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Physicians' Services. This proposkl would increase
the current annual:- deductibl'e of $60 to"--$77 and
maintain the existing co-payment of 20% for physicians'
services. However, it would institute· arf 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
heal th prograrns-, including Medicaid, into one"··$10 ~billion .
block grant to States. No State will reeeiv& les~ in
FY 1977 than its share of these program funds in FY 1976 .
.

.

BACKGROUND
The existing a'.r"ray of ·Federal- cat·egorical health programs . ,.
include varying·eligibilfty requirements . . This results in
gaps in coverage for those who are needy but categorically

ineligible, such.as two-parent families, childless couples
and· s:l:rig-le ind1 vfduals ,' · To reoefi ve Medicaid' funds, St'ates .
are currently required to provide 'matching funds. Under·,····
the existing structure of health programs, some of the
States with tne hfghest per capita income receive·more than
four times as :m:u·ch: Federal money. p·er -low income recipient ·
as do States wi'bn· low: ·~per· capita -income. Also, the current
system involves pr6grams·administered at the Federal level
by six different HEW agencies.
Under this p·roposal, one HEW
health agei;.77 .would b~ __responsible.

DESCRIPTION OF PROGRAM
The 11 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· .h·ealth 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 Health Grants
Maternal and Child Health
Faoily Planning
Migrant Health
Emergency Medical Services
Funds ·will be distributed n.ccordinc to a formula based on
the size of the States 1 low income population, per capita
income and fiscal effort. No State match is required for
the block grant. A phase··in of the distribution forraula
will avoid any reduction ln FY 19 77 belmr the amounts
States are estimated to receive in FY 1976.
A State health care plan must be developed annually as a
condition of receiving Federal funds. An open and public
planning process is required in which broad input from
health planning organizations~ providers and consumers
is assured. The plan must be available for public 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 particularly ·populations cov~red 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 under-served areas.
Assurance of the most appropriateJ effective,
and efficient utilization of existing health
care facilities and services.
Promotion of community healtl1.
States will define the specific health services to be provided. 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 activitiesJ
and a maximum of 5 percent may be used for other activities
including planning~ rate regulation, and resource development. 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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VETERANS ADMINIS 1rRATIOlJ MEDICAL CABE

The- !'resident's Stafe of the Union Message d:Lscussed the·
importance of assuring the quality of the medical ca~.e.
which our Nation's vet~rans receive.
BACKGROUi'JD

In 1974, ~t the r~quest of the A&ministration, the Veterans
Administration conducted a thorough review of quality~£ ·. ·
care throughout its hospital system. The Quality of C?i.'e '..
Survey resulted if.!. the recommendation that employees sl:lould
be added to the VA medical care staff and that funds w~re·
needed to CQI'.'rect flre and safety hazards and. do other<: . ., '
needed construction work. :
·
· -.
The Admin::tstration has: been -implementing the Report's _ .
recommendations and is t;aking other st.eps tQ improve the·
quality of VA medical care.

.

'

.

DESCRIPTION OF PROGRAM
•

1

•• :

,

.:•

..

The VA medical care system includes:
17? hospita-ls ·

. ---

'

-

- 229. out....:p.atient clinics
·~

·a~

nursing homes
.

'

.

. .-

. . • -.....

18 domiciliary facilities

The hospitals serve 1.3 million veterans. 82 ,·5ao vetera}1s- ,.
are served by th~ nur~ing homes and domiciliary facilities.
The out-patient clinics provide for 15. 7 million visi.t's a - ·
year.
, ··-~
_
;._ !
The 1977 budget provides funds for all of .the Quality Care
medical· staff not already hired -·... an increase ·or over
1, 700 fulJ:-time ·staff.
_.
The 1977 budget includea.over $~00 million for high priority
construction projects,· soI)1.e of which are Quality Care -proj ects which were. r:i,o.t startt?d in 1975 or 1976 when money "for
most of the recorn;mended Quality Care construction work was
appropriated.
·
On a space available basis, VA facilities are used to ~~eat
veterans with non-service connected disabilities. Mariy'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 fo~
expenditures for which they would otherwise be legally
obligated.
mor~.
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VI.

IUCOME SECU?..ITY

A.

SOCIAL si:cwu:TY'

To assist in protectin~ the financial inte3rity of the Social
Security System, the President has proposed a sli~ht increase
in the payroll tax effective in January, 1977.
BACKr;Romm

The Old Age, Survivors an<l Disability Insurance trust funds
are payinr; out rnore in benefits than· their current payroll
tax receipts. This is larr,ely due to increasec bene~its
in the past few years and payroll tax receints which have
lagged because of unenployment and slm-1ed wa~e f,T.'m·1th.
Unless action is taken to balance the income an<l outgo
of Social Security, the t'f'ust funds will be ex~auste'd.
in the early 1980's.
To prevent the ranid decline of the Social Securitv trust

funds over the next fe·w years, the choices are either to
restrain increases in retirenent an~ disability benefits
or to increase revenues.
DESCRIPTIO:~

OF

PitO~P.AJ

r

The President has included a full.cost of livinr: increase
in Social Security bene:':its in his FY. 1977 burl3et. To
assure the future financial stability of the Social Security
system, the President nronosed, effective January 1, 1977,
a payroll tax increase of .3 percent each for en~loyees
and euployers of covered wap:es.
The current Social Security tax rate is 5. 05~~ for each
enployee and enployer of covered wn;:es .. Under this
proposal, in 1977 the tax rate would be 6.15~~ on a
maxinum waRe base of $16,50D. This increase will cost
workers with the r:m.xinun ta::rn.b le incoEle less than $1 a
week and will heln stabili:~e the trust funds so that current.
and future recipients can be assureJ of the bene~its that
they have earned.
B.

AI') 70 .THI: UUK·-t?LOY:SD
~--

-

.

In the State of the Union Address the President suoke o":
the importance of efforts to aid the uner.r-,loyed. He
.
referred to two raeasnres previously enacte<l by the Con{!ress
in response to his request and to ·the Ad."15_n5-stration' s
continued corrrmitment to support uro~rams w11ich help the
unemployed and tihich provide trainin?; and ennloyn1ent
opportunities.
BACKGROUND
A temporary extension of une:10lmn.Tient insurance benefits fro::i
a maxiuum of 39 .weeks to a oaxi~Url .of 52 "i·!eeks was enacted in
December, 1974. This neasure also created a snecial unemnloyment assistance progra:J. for workers not covereA under the
·
regular proeram to provide then a total of up to 26 weel~s
of benefits.
more
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The maxinurJ for those in the re~ular pro~ran was subse~u~ntly
extended to 65 Heeks while benef its £or those not covered by
the regular progran were extended to 39 weeks.
DESCRIPTIO?l OF PROG~A.·1
T~e

President has also ~r~~ose4 more perm~nent chanp,~s to
tne uneuRloyrnent insurance system. In July, 1975, a bill was
transmi~ted to the Congress which would:

Expand coverage under the regular unern.ployrnent

~~

insurance (UI) prograu to include a~ricultural
workers, dot11estic workers, State and loc~~ _ ·~
hospital en~loyees and elementary antl secondary
school employees.
- .
Set a Federal minimum standard for benefit levels.

Strenethen the financinr. of. the UI systen •.

Increase the responsiveness of the
changes in the economy.

syste~

to·.

Establish a Uationa+. ColL!Mission on Unetni)loyment
Compensation to undertake a thorour,h examination
of the une~ployment compensation system.
In FY 1977, it is esticated that $14.S billion in unen;?loyment insurance will be paid to approximately 8.9 Dillion.
beneficiaries under the re~ular · UI pro3ran. tbe ter!lporary
extension to 65 weeks and.the pro~osed lep.islation.
The Federal Govern!'lent R.lso supports pro~rans which provide
employment and trainin~ op-portunities for millions of . ~- ·
Americans. These prograf:'.l.s fal.l under the genf;?ral headings OJ..:
&:

On-the- job

trainin~.

Institutional training.
Public serv;f:ce er:i,loyment.
\fork support/ e~;.!'erience.
"

Vocational rehabi.litation.

more
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VII.

A.

IHCO~ffi·

ASSISTANCE

Income Assistance

fiin~lif.ication

Act

The President announced that he would subMit later this year
leg~slation granting'hin authority to adjust various incol!l.e
assistance progracs· .to make· these prop.ra~s more consistent,
equitable and efficierit. All chanRes proryoseC. under this
authority would be subject to review and disa!>proval by the
Congress •.
BACKGROUlID

The current collection of income assistance pro~ra!'ls constitute a cor.tplex, disjointed "systen" of Federal, State,
and local responsibilities. The pror,rams. which comprise
the "system" are inefficiant and costlv to adninister anc!
confusiug~'·to both reci1'ients and ta-:.:uayers.
Under the
existing systen, some needy persons receive insufficient
help,.while others receive nore assistance than thev should
have. In sone situations the prop.rans can have t~e undesirable effect of discoura~in~ work and pronoting a
breakdolnl of the· family unit.
Federal expenditures for neans-tested income sup~crt
programs have grown to more than $26 billion annually.
There i&~ widesr:>read·. agree-c.1ent that these prograr.1s require
administrative sinpli£ication, consistency among program
requirements, greater equity amon~ recipients, preserved
and strengthened work incentives, and tRrr:etin~ on those
with greatest need.
'

The Pre·sid:en·t' s proposal liould. provide authority to modi f·.,
existing laws to t:lake needed prograa and procedural changes
with the consent of the Coneress.
DESCRIPTIOU OF

PRonn..Ar~

.

The proposed Income Assistance Sinplification Act will
include the following najor provisions:
·
·*'
Prop,ram Coverar?e. Authority uill be s.oup,ht only
for uodifications to Fede=al and Federal~y assisted
means-tested ~ror,rams which ~rov.ide benefits to
individuals in cash or "in kind", e.~. Food Stamr>s,
AFDC, and SS!.
Scone of Authorit¥. The Act would give t~e President
author!ty to modi..y adr.1inistrative procedures,
eligibility requireP-ents, benefit levels, and program
administration authority.
Conr,ressional Control. The Act would preserve
Consressional authority over all pronosed modifications since the Congress would haye an o~portunity
for review· and disapproval.
Duration of Authority.
B.

Food Stm:ro

Five years.

~eforfl

The President indicated his intention to reneu the eff.orts
he initiated last year to reforn the Food Sta.mp Pror;ram.
no re
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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. '.t'he
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 Food Stamp Program ~rew
to currently estimated costs of nearly $ 6 bil~ion 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 Foqd Stamp
Reform Act are:

-

-- ', Limit eligibility for food stamps to those
\whose ~~- inc~~ is below the poverty level.
\The current poverty level is $5050 for a
.Namily of four.
·
All farailies would receive a $100 monthly
deduction from gross income when computing ,.
net income. 'Ibis would sin:plify the current
system of itemized deductions and give
additi~P:~l ..aid to many ·1ow 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 ·ror food stamps
would pay the same proportion of their
net monthly income --· 30% -- when purchasing thei·r food stamps.
College students who are considered
dependents by their famili~s will only
be eligible for food stamps if their
families are eligible for food stB:mps.
Me~sure

actual income over the precedirig

90 days for purposes of eligibility.

-·more
...
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VIII.

COi~TROLLING

CRIME

The President reaffirmed his commitment 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 wessaee 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 justici 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.
DESCRIPTION OF PROGRAM
To enable the Fede~al Government to carry out these responsibilities more effectively the President has made ., and submitted
legislation to .imple.ment the following recommendations:
A.

-

Mandatory ~animum Sentences. The President has recommended
that the Congress enact a comprehensive Federal criminal
code and, more specifically, has reconmended that the code
provide for the ~mposition of mandatory minimum sentences
of incarceration for:
Persons committing 9ffenses under Federal jurisdiction
involving the use of a dangerous weapon.
Persons c9mraltting such exceptionally serious crimes
as trafficking in hard drugs : k~dnapping and aircraft
hijacking.
Repeat 9ffenders corrunitting Fede~al crimes -·- with
or without a \~eapon -···-· which cause or have a potential
to cause personal injury.

B.

Increased Federal priEinal ~-'!st!_<:._~ M~p~owe~ and g_~_source~.
Mindful that his recoJ11.mendations for mandatory incarceration 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 nu~ber of ¥edera1- prosecutorl!_,
to enable U.S. Attorneys' offices to keep up with
expanding caseloads.
Called for the enactment of legislation creating
51 additional Federal pistrict 9our~ Judges~~~'
as has been recommended by the Federal Judicial
Conference.
more
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Provided in his FY 1977 budget recornrnendations
$46 million for the construction of four new
Federal correctional institutions to relieve
existing overcrowding and provide humane places
of incarceration for Federal offenders.
C.

Controlling Handgun Abuse. To help control criminal
use of handguns, the President has recommended a four·part program consisting of:
Legislation requiring the imposition of a mandatory
minimum term of imprisonment for any person convicted of using or ca~rying a handgun in the
commission of a Federal offense.
Legi~lation bannin.g the importation, domestic
manufacture anP, sale of cheap,. highly concealable
handguns -- known 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 t'o
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
White Paper on Drug Abuse. called for more selectivity
and targeting of resources better intra- and interagency management and coordination, recognition of the
vital but limited role the Federal Government can play,
and more visible Presidential leadership . President Ford
has endorsed the White Paper and has provided funds in
his FY 1977 budget recommendations to implement the
recommendations. For example , the budget requests funds
for:
Additional intelligence analysis to help target
law enforcement resources on high level drug
traffickers .
7,000 new community treatr.i.ent slots to ensure

adequate treatment capacity for those in need.
Strengthened regulatory and compliance activities
to better control the diversion of dangerous
drugs from legal production into the illicit
market.
A joint HEW/Labor program to increase employment
opportunities for ex-addicts.

In addition to directing implementation of the recom·rnendations 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 -l-'inister Denirel of
Turkey in an effort to strengthen cooperation all'Ong all
nations involved in the fight against illicit drug
traffic. He recently directed SecrP-tary of State
Kissinger to express again to the Mexican Government
his continuing personal concern about the amount of
Mexican heroin entering the United States. Final.ly,
he has directer.1. the ;)omestic council Drug Abuse Task
Force· to reconvene anu make recommendations for improving our ability to control drug trafficking along
the Southwest "order .
E.

Assistance to State and Local Government. To enable
the Federal C..overnrnent to continue to help State and
local governm~nts carry out b;eir law enforcement
responsibilities, the President has su.?mitted to the
Congress a bill continuing the Law Enforcement Assistance
Administration through 19Hl and authorizing $6 . S billion
for LEAA to continue its work during this period. Under
the pro.vision of the President's biil, special empi1asis
is placed on programs aimed 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.

GEi'iERZ\L REVENUE SHARING

The President again called for the continuation of the
prograo for sharing Fede.ral •r'evenues \-iith State and local
governraen ts •
":
BAC!<GROUNO
The General Revenue Sharing program has been a highly success·ful and effective means for providing ~ederal assistance
to State and local governm~nts. General Revenue Sharing
whic:"l· \las enacted in October, 1972, has to date made
Over $22 billion available to the 50 States and:Over
33,000 'local com.-nunities throughout the Nation.
Revenue sharing funds !).ave been used by State and local
governments· as they deterrained necess~ry for: a wide range
of essential public purposes. In view of the current fiscal
squeez~ that State and local go~~_rnrnents are now experiencing,
furt:1er delay ·or. the reduction and poss·ible. temination of
revenue sharing payments could have· a: severe impact on State
and local govern..'nents.
DESCRIPTION OF
~~~~-----

~

PROGRA~-1

~~~-

The President has propos·ea legislation to extend t."i.e General
Revenue ·sharing program until ·Septe.1:1-?er, 1932, a period of
5-3/4 more years during which $3~Y;as bi·llion, will -be returned
to State and local governments. Tile renewal legislation
proposed by the President in a Special Hessage to Congress
on April 25, ig75, would maintain the basic features of the
existing revenue sharing program while proposing several
improvements . Tae principal elements of the President's
proposal are:
The basic revenue sharing 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. ':L'he effect of this provision
is to conform the time period to the new
Federal fiscal year.
':i:'he current nethod of funding with annual
increases of $15~ million will be retained to
compensate, in part, for the impact of inflation.
The proposal aids certain jurisdictions by increasing the amount of funds that may be received
by local governrnen ts ~ti t:1 unusually high tax
effort or low per capita inco~e or both. The
original Act lihlits a local govern.~ent to an
amount which may not e:1ecaed on a per ca!?ita basis
145% of the average per capita amount for all
local governrnentG in a State. Dy gradually
raising the 145% constraint to an upper limit
of 175%, the bill will allo':.., governments nou
constrained to receive all or a greater part of
the shared revenues otherwise allocated to them
by the formula.
more
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T'ne civil rights provisions of the existing
statute would be stren~thened by authorizing
the Secr~t·ary of the Treasury to invoke several
remedies to enforce the i~ondi scriminat ion
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
.··o f<e·nt·itlement funds, and to require repayment
;:of =.entitlement funds previ.o usly expended in a
program or activity found to have been discr1r.ii~
· :·nato.ry. This change will .further enhance the
Secretary 1 s ability to ensure that none of our
citizens is denied on grounds of race_ color,
sex .-or national origin the -b enefits of any
program ..funded in whole or in part through
revenue· sharing.

.·
· ·--

, ···<

To str.engthen public participation in det·ermining
the use of shared .revenues ~ the proposed leg1sla··
tion requires that recipient governments must·
provide a procedure for citizen participation
in the allocation of revenue shar~n~ monies.
The Administration. proposal would also make
rep.ort1.rig requirements· more f·lex1ble to meet
vary:ing. needs from Commun! ty to comm.unity .

more
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X.

PROGRAU CONSOLIDATIOU

A.

Financial 5ssistance for Elementary and Secondary
Education

The President will propose the Financial Assistance for
~lementary and Secondary Education Act to consol~date .
Federal programs and to rainimize Federal regulation while
continuing Federal support for education. Federal funds
will continue to~be targeted on populations having special
needs.
BACKGROU~lD

By law and tradition, State and local governments have the
responsibility for providipg 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 Fea.ei:-al
effort helps assure that children are provided equal educational opportw1i ty •.
The increasing Federal effort, channeled into categorical
program$, has been accompanied by a growing number of Federal
rules and regulations. Although Federal, State and local
efforts overlap, the rules often earmark Federal funds for
specified purposes. As a result, the test becoaes not whether
children are helped but whether the State meets the rules.
DESCRIPTIOi; OF PROGRAM

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

--

Elementary and Secon2.arv :3•3.ucatio4

..

Etlucation for the Handicapped
Occupational, Vocational and Adult Education
Library Resources

The budget authority requested for the block grant will be
$3.3 billion. Funds will be allocated to States on a formula
basis. Three~quarters of the Federal funds wiil have to be
used to serve the disadvantaged and the handicapped. The
remaini~g quarter may be spent on any program consistent
with the purposes pf the programs consolidated in the block
grant.
Three-quarters of the Federal funds will pass through to
Local Education Agencies (LEAs).
The Act will require State plans to be developed with full
public participation. Each state will have to certify that
funds have been used for purposes required by the law and
consistent with the State olan. Actual use of funds \·rill. be
verified by an independent~audit to be conducted by the
State.

The Act will also require that to receive funds the State
may not discriminate against a participant on the basis of
race, sex, national origin or handicapping conditions. In
addition, non-public school children will continue to be
served on an equitable basis as under the programs to be
consolidated.
more
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B.

·Child Hutrition 1\eform

The President announced that he will· submit a Child Nutrition
Reform· .Act to. consplldate . .chi-ld nutrition programs into a
single -cori1pr.ehensi ve grant to provide States with increased
flexibility to feed nee4y children.
~
BACKGROUND
.!

The Federal Government- now supports 15 child .\p.utrition
progra~s and provi~es subsidies for nearly 40 different
mechanisms for delivering meals. In 1975 Federal outlays 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 ~e ~3-3. billion a reflection of the fact ~hat the
size ·and number or' child nutrition and school lunch
p~ograms co~tinue to .grow.
.
.
. . •...
Children . from all farr~iJ..ies, regardless ··or income, are now
eligible to .. receiv.e. :Feder.al ·subsidies .. ·tor school lunches . .
'l'here are, however" an estimated 700, ooo children ·from
poor families receiving no benef~ts whatsoever . . .
':
f

..

••

Due to changes in the programs made ·_ by the Congress l:<tst
fall, the Feder?-i Government wi:1V . sfio~.t ly be sp~ndi,ng m9re
money on non-needy children than . nee"dy ~ childrert vp1~~s ·
these· progr~ms are reformed.
-.,.
,_;:
· ··
.• .
., .
\

... -- ..

DESCRIPTION OF PROGRAM

The President proposed the Child NutritiOn Reform Act to
enable the States tQ. feed n~edy ~ phildren~· trr · ~>
-

•

l

.l ~\..' ....."
. '

..

#

..

.. _

..

~: : ..
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-

•

• •

~.

~ ..:.

.'·~:

rihe main obJecti v~s 6f this · progr"am are:
To consolidate the school ,lunch, school- L'
breakfast\,;·-special milk, and several other
programs.
~o

help feed more low...;income children.

To eliminate the existing Federal food
subsidies to non-needy children.
'I'o eliminate th.~ existing administratively"
complicated. programs to give States more ··
flexibility and responsibility in meeting
the needs of its poor children.
By eliminating ass.istari~e t .o non-needy children, this
proposal is expected to save almost $900 million.

c.

Financial Assistance for Community Services

'l'he President announced that he will submit the Financial
Assistance for Community Services Act . ~1hich will replace .
Title XX of the Social Security Act arid will provide State~
with greater flexibility in deliveririg so9ial . services · to
low income families and indi~iduali.
more
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BACKGROUND
The present social services program . Title XX of the Social
Security Act~ provides grants to the States on the basis
of population for the delivery of a wide range of social
services to individuals and families including day care,
family planningJ fo s ter 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 requirements have continued to be extensive.
DESCRIPTION OF PROGRAM
The President is proposing new legislation for Financial
Assistance for Community S.ervices to enhance further the
States 1 discretion in the provision of services, and
eliminate undue Federal regulation and restrictions on
providers. The main features of Financial Assistance
for Community Services are .
Elimination of the requirement of State
matching funds.
Distribution of $2.5 billion as a block
grant to the States based on population.
Elimination of most Federal requirements
and prohibitions on the use of Federal
funds.
Emphasis on providing services to low1ncome 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.

~

E.MBA.i."'U;GED FOR 1mLEASE

U:.n'IL 9 :Ol ::Z.S .. T.
Of~ice

o! t!ie tltite House PrGas Secretar1

'rHE WHITE HOUSE
':!!0 'I'HE COMG::.ts.SS OP THE U!lI'I!ED S'!AIJ!ES :
As- we· beqin. our Bicentennial, Al:!eric:a is still one

of the younge3t tiation3- in recorde.d hi~tory· •.

Long before·
our forefathers came to these 3hore3 ,. men and women had
been struggling on thi:l planet to forge a better life for
't:J.~emselves and their families .•

In man's lonq upward. march. from savagerr and. s.lavery throughout tha ne.arly 20~0 year:?. of tlle. Chri3tian. calenc.ar,.
the. nearly 600~ years of .Jewish. reckoning- --· thera ilava
'.:Jeen many deep,.. tel:rifyinq valleys" !:>ut al.so man7 brig!lt
and towerinq peala ..
One peak stands. hir;:µest i:1.. the r~ges of :i.um.an !l.i.3torr.
One example :Uines fo~'l: of a t,)eop+a uniting to produce.
abundance- ar.d ta all.are .1':!1e good life fairly and in freedom ..
One Union hol~ out the- promise of -justice and. opportunit".t
for ev.eq .ci.tj.z.en}••
·

That. Union: irs the trni ted States o:f· ;t..nerica ..
W'e- have not r~e para9rise. on. earth.. ~re knO'E-1' perfecti.on:
will.. not be found. here. But t..'1.ink fm: ~minute how far t1e
have come. in 200·. 7ear,; ..

!'Ta came from many :oots and have ~I branches.. Yet all.
AI:lericans acres$ the ei.qat g~nera:tions: t.'ltat separat~ USc from.
the stirrinq deeds of' l.77ES:, those who. know no ot!'l'9r horeland:

and :thoae

~o

just

fo~d

refuge .on our shores,. say in unison:·

r ar:t p.rouci. of .America and proud: to: be- an. P.merican.;..
will. be better here for my c!li:ldl::en. t:!lan for me.

Li.fa

'I believe- tl1i& not because r am. toI.d to !>e·lieve· it,. but:
because li:!.a has, been better for me than.·Lt was for T!r:f fat:her
and m:.f mother..

r kn0\'7" :it wi:t!: b& bet~ar for my c.i.1\ildren be.cause I1'.:£ !\ands t·
my brain,,. my .voice, ~d tr.r.f vota,. can help- r.ialte i t :iaiJpen...

It happened to you. a."'l.d to ma ..

G9vernment exj.sts to cr~at~ and preserve: conditions
1n which people can translate·their ideals into pract~cal
reali.ty.. in the best.. or·· times, much is lost in. translation.
But we try ..
Sometimes we have tried and failed •.
Always we have had the best. of intentions~ But in the
recent past we sometimes forgot the sound principl:es that had
guided us through most of our history:., We wanted to accomplish
great things- and so.l ve age-old problems • And we bee.a.me overconfident of our own abilities •. We t~ied to be a poJ.:i:ceman
·abroad. and a.~ 1ndul;ent parent here at home. We thought
we could. transform ~he country· through massive national
programs:
·
more
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-- But often the programs did not worki too often,
they on1y ma.de things worse.
-- In our rush to accomplish great deeds quickly, we
trampled on sound principles of restraint, and endangered
the rights of individuals.

-- We unbalanced our economic system by the huge and
unprecedented growth of Federal expenditures and borrowing.
And we were not totally honest with ourselves about how much
these programs would cost and how we would pay for them.
-- Finally, we shifted our emphasis from defense to
domestic problems while our adversaries continued a massive
buildup of arms.
The time has now come for a fundamentally different
approach -- for a new realism that is true to the great
principles· apon \:ll1ich this :::iation was fm.L."1clecl.

We must introduce a new balance to our economy - a balance
that favors not only sound .. active government but also a DDlch
more vigorous, healthier ec.onomy that can create new jobs and
hold down prices.
We must introduce a new balance in the relationship
between the 1nd1Vidual. and·the Government - a balance
that favors greater individual freedom and self-reliance.
We must strike a new balance in our system· of
Federalism -- a balance that favors greater respons1b1.lity
and freedom for the leaders of our State and local governments.
We must introduce a new balance between spending on
domestic programs and spending on defense -- a balance that
ensures we tully meet our obligations to the needy while
also protecting our security 1n a world that is still
hostile to freedom.
And 1n all that we do, we must be more honest with

the American people, promising them no more than we can
deliver, and delivering all that we promise.

The genius ot America has been its incredible ability
to improve the lives of its citizens through a unique combinat!on ot governmental and free citizen activity.
History and experience tell us that moral progress
comes not in comfortable and complacent times, but out of
trial and confusion. Tom Paine aroused the troubled Americans
of 1776 to stand up to the times that try men's souls, because the harder the conflict the more glorious the triumph.
Just a year ago I reported that the State of the Union
was not good.
Tonight I report that the State of our Union is
better -- in many ways a lot better -- but still not good
enough.
To paraphrase Tom Paine, 1975 was not a year for
sUin;ner soldiers and sunshine patriots. It was a year of
rears and alarms and of dire forecasts -- most of which
never happened and won't happen.
more
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As you recall, the year 1975 opened witt(rancor and
bitterness: Political misdeeda·of the past had neither been
forgotten ._nor rorg1 ven.
·
The longest, most divisive war in our history was
winding toward an unhappy conclusion. Many reared that the
end of that foreign war of men and machines meant the beginning
of a domestic war of recrimination and reprisal.
Friends and adversaries abroad were asking whether
America had lost its perve.
Finally> our economy was ravaged by :1.pflation - inflation
that was plunging us into the worst recession 1n four decades.
At the ·same time, Americans became increasingly alienated
from all big institution~. They were steadily losing confidence
not just in big government, but in }>-ig business,. big labor and
big education, a:ciong othera.
--

Ours was a troubled land.
And so,. 1975 was a year of hard de.cisions ~ dif'ficul t
compromises, and a new realism that taught. us something
important about America.
It brought back a needed measure of common sens~,.
steadfastness and self-discipline. Americana did not panic
or demand instant but useless cures. In all. sectors people
met their difficult problems with restraint and responsibility
·worthy of their great heritage ..
Add up the separate pieces ot progress in 1975 • subtract
the setbacks, and the sum total shows that we are not only headed
in the new direction I proposed 12 months a.go, but that it
turned out to be the rigb.t direction.
It is the right direction because it follows the
truly revolutionary American concept or· 1776 which holds
that in a free society, the making of public policy and
successful problem ..solving involves much more than government •
It involves a f'ulJ. pa:.rtnersl:iip among all branches and levels
of government., private inst.it.ution:i: an~ individual. citizens •
..

Comm.On sense tells me to stick to that steady course.
Take the state of our econo1n1.
Last January most things were rapidly getting worse.
This January most things are slowly but surely getting
better.
The worst recession s.1nce World War I I turned around in
April. The best cost or Itv1ng news or the past year is that
double digit inflation of 12% or higher was cut almost in
halt'. The worst - unemployment remains too high.
Today nearly l.7 million more Americans are working than
at the bottom of the recession. At year's end people were
again being hired much faster than they were being laid off.
Yet let us be honest: many Americans have not yet felt
these changes 1n their daily lives. They still see prices
going up too fast, and they still know the rear of unemployment.
more

4
And we are a gro.wing Nation.

We need more and more Jobs

everr year. Toda7ta economy has produced ove~ 85 million
Job.s tor Americana,, but we need a lot more jobs. especially
tor the yo-ung ..

My first objective is to have sound economic growth
without. inflation.

We all. know f:rom recent experience What runawa1 1nt'la.t1on
does to ruin every other WOI'thy purpose.. We are slowing it;
llle mu.at. at'op it cold.

a tleaith7 ri9n-1nnat1onaey
increasingl.3' apparent; the government
so muell and. borrowing so much of our

For" marJ1' Ameri.c:ans the war to

economy bas beconte
must atop spending
money; IDCl.'e money mwrt remain 1n private hands. where it
will. do1ihe mod good.. TO. hold down the cost of l1Ving,, we
mu.s.t. bol.ci. down the cost
government.
"

or
I

· · :th tht?'. ptuJt d~ade ~ the Federa1 budge~ has been ~wihg
at an averttge rate ot o'>'er 10 percent e"lery year. The budget
I am. submitting Wednesday cuts this rate of growth 1n half.
I have kept r.rJN. promise to subm.1.t a budget for the next t1s-.
cal yea;c ot $395 'billlon. Ia fa-ct. 1t 1.a $394.2 billion.

Bl' holding down the growth in Federal spending .. we
can af"ford adcl1:t1ona1 tax cuts and return to the people
who pq taxes more decis.ion-making power ovu their own
11.ves.

Last montD: I signed legialat:ton to extend the 1975
tax reduction& tor the first six 1'00nths of' this year. I
now propo.se that" etf'eet1ve JulJ' l,. 197fi:. we give our taxpQers a tax c..ut ot approximately $10 billion more than
Congresa. a.greed ta. in Decembei-.

M1' broacler tax reduction would mean that f'or a family
of' tour making $l5:t000 a yeS:Jf there will be $227 more 1n
take home PEll' annua117.. Hard-world.ng Americans caught 1n
the middle can reall.3' use that. kind of' extra cash.

M1' recc1maemiat10?U:S t'ol" a t1:rm restraint on the growth
0c:t Federal. spending and t-or greater tax ~duct1on are sim.p!e---and stra.1.Ghtf'orward:
For eve'J!'1 dollar saved in cutting
the growth 1n the :federal budget we can have an added
dollar ot Pederal ta2 reduction.

We can achieve a balanced budget by 1979 if we have
the courage and wisdom. to continue to reduce the growth
of' Federal. spending.
One.test of' a healthy economy is a. job for every
American who wants to work.
Government - our kind of' government -- cannot create
that many jobs.
But the Federal Government can create conditions and incentives for private business and industry to
make more and more jobs.
Five out of' six jobs in this country are in private
business and industry. Common sense tells us this is the
place to look tor more jobs and to find them faster.
I mean real, rewarding, permanent Jobs.

more
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To achieve this.we must otter the Am.eri~an people greater
incentives·: to invest 1n the f'uture. My tax proposals are a
major atep in that direction.

-- To supplement these proposals, I ask that Congress
enact changes 1n Federal tax laws that will speed up plant
expansion and the purchase of new equipment.. My recommendation will concentrate this job-creation tax incentive in areas
where the unemployment rate now runs over 7 percent. Legislation
to get this started must be approved at the earliest possible
date.
Within the strict budget total I will recommend for the
coming year, I will ask for additional housing assistance for
500,000 families., These programs will expand housing opportunities. spur construction and. help to house moderate and
low income families.
We had a disappointing year in the housing industry in
1975 but it is improving. With lower interest rates and
available mortgage money, we can have a healthy recoveey 1n

1976.

A necessary condition of a healthy economy .is freedom
from the pett.y.tyranny ot massive government regulation.
We are wasting literally millions of' working hours costing
'billions or consumers• dollars· because of bureaucratic
red tape.. The American· farmer,. who not onl1 feeds 215 mill:1on
Americans but also millions worldwide, has shown how much
more he can produce without the shackles of government
control.

Now, .we need reforms 1n other ke1 areas in· our econonw
the airliiles,. trucking, railroads, and financial institutions.
I have- concrete- plans 1n each ot these areas, not to
help th:1s or that industry", but to foster competition and to
b~ing prices down for the consumer.

This Admjn1stration will strictly enforce the Federal.
ant:ttrust laws for the same purpose.
Taking a longer look at America's future there can be
neither sustained growth nor more-·j'~bs unless-we.continue
to have an assured supply ot energy to run our economy.
Domestic production of oil and gas is still declining·. Our
dapendence on foreign oil at high prices is still too great,
draining jobs and dollars away from our own economy at the
rate ot $125 per year . tor--'every _American.
Last month I signed a compromise national energy bill
which enacts a part of my comprehensive energy independence
program. This legislation was late in coming, not the
complete answer to energy- independence, but still a start
in the right direction.
I again urge the Congress to move ahead immediately on
the remainder or my energy proposals to make America invuinerable to the foreign oil cartel. My proposals would:
Reduce domestic natural gas shortages;
Allow production from national petroleum reserves;
more
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Stimulate etf'ective cons.ervation 11 including revitalization of' our railroads .and the expansiqn of our
urban transportation systems;
Develop more and cleaner energy from our vast coal
resources;
Expedite clean and safe nuclear power production;
Create a new national Energy Independence Authority
to stimulate vital energy investment;
And accelerate development of technology to capture
energy from the sun and the earth tor this and future
generations.

Also for the sake of tut\ire generations we must
.
preserve the family farm and .family-owned small businesses.
Both strengthen America and give stability to our economy.
I will propose estate tax changes so that family ·
businesses and family ta.rms can be handed down from generation to generation without having to be sold to pay taxes.
I propose. tax changes to encourage people to· invest

1n America's tuture 11 and their own. through a plan.that
gives moderate income families income tax benefi:ts it they

long-term. investments 1n common stock .in American
companies.

make

The Federa1 Government must and will respond to clearcut national needs _._ tor this and future generations.
Hospital. and medical services 1n America are among
the world's best but the· cost of a serious and extended

illness can quickls' wipe out a family's lifetime savings.
Increasing health costs are ot deep concern to all and a
powerful force pushing up the cost ot living.
The burden of a catastrophic illness· can be borne b,ver1 tew 1n OUI" societ1. We must eliminate this tear trom
every family.
I pl!Opose catastrophic health insurance f~ everybody
covered by Medicare.· To finance this added protection,
fees for short•term car.e will go up somewhat, but no'bodT
after reaching age 65 will have to pay more than $500
a year for covered hospital or nursing home care nor more
than $250 for one year's doctors' bills.

We cannot realistically aftord Federally dictated
national health insurance providing full coverage for all
215 million Americans. The experience of other countries
raises questions about the quality as well as the cost
ot such plans. But I do envision the day when we may~use
the private health insurance system to offer more middle
income families high quality health services at prices
they can afford and shield them also from catastrophic
illnesses.
Using the resources now available, I propose improving
the Medicare and other Federal health programs to help those
who real.ly need more protection: older people and the poor.
more
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To help States and local governments give better health care
to the poor I propose that we combine 16 existing Federal
programs including Medicaid into a single $10 billion Federal
grant.
··
·
Funds would be divided among the States under a new
rormula which provides a larger share ot Federal money to
those states that have a larger share or law income families.

I will take further steps to improve the quality ot
:medical and hospital care tor those who have served in our
armed forces.
Now let me speak about Soc·ial Security.
Our Federal Social Security system for people who
have worked hard and contributed to it all their lives is·
a vital part of' our economic system. Its value is no
longer debatable. In my budget for fiscal year 1977 I am
recommending that the full cost of living increase in
Social Security benefits be paid during the coming year.
But I am concerned about the integrity of our Social
Security Trust Fund that enables people -- those.retired
and those still..world.ng who will retire - to count on
this source of retirement income·. Younge·r workers watch
their deductions rise and wonder :tt they. will be ·e.C.eq1iately
protected in the future.
·
·

We must meet this challenge head-on.
Simple arithmetic warns all or us that the Social
Security Trust Fund ia headed for· trouble. Unless we act
soon to make sure the fund takes in. as much as it pays out,
there will be no security tor old or young.
.

.

I must the~f'ore recommend a 3/10 of one percent
increase in both employer and employee Social Security
taxes effective January l, 1977.. --This will cost each
covered employee less than one extra dollar a week and will
ensure the integrity of the trust f'und.
.------As we rebuild otir economy, we·have a continuing
responsibility to provide a temporary· cushion to the unemployed.
At my request the Congress enacted two extensions and expan- .
s1ons in unemployment insurance which helped those who were
jobless during 1975. These programs will continue in· 1976.
-·

In my f'iscal 1977 budget, I ·am also requesting funds
to continue proven job training and employment opportunity.
programs tor millions of other Americans.
Compassion and a sense or community -- two of America's
greatest strengths throughout our history -- tell us we must
take care of our neighbors who cannot take care of themselves.
The host of Federal programs 1n this· field reflect our
generosity as a people.
But everyone realizes that when it comes to welfare,
government at all levels is not doing the job well. Too many
of our welfare programs are inequitable and invite abuse.
Worse, we are wasting badly needed resources without reaching
many of the truly needy.
more
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Complex welfare programs cannot be reformed overnight.
Surely we cannot simply dump welf'are into the laps or the 50
States, their local taxpayers or private charities, and Just
walk away from it. Nor is it the right time tor massive and
sweeping changes while we are still recovering from a recession.
Nevertheless, there are still plenty or improvements we
can make. I will ask Congress ror Presidential authority to
tighten up rules tor eligibility and benefits.
Last year I twice sought long overdue reform of the
scandal riddled Food Stamp program. This year I say again:
Let's give Food Stamps to those most in need. Let's not give
any to those who don't need them.
Protecting the lite and property or the citizen at home
is the responsibility of all public officials but is primarily
the Job or local and State law enforcement authorities.
·
Americans have always found the very thought of a Federal
police force repugnant and so do I. But there are proper ways
in which we can help to ensure domestic·tranquility as the
Constitution charges us.
My recommendations on how to control Violent crime were
submitted to the Congress last June with strong emphasis on
protecting the innocent victims o~ crime.

To keep a convicted crimina1 from committing more
crimes we must put him in prison so he cannot harm more
law-abiding citizens.. To be effective, this punishment
must 'be swif't and certain.
Too often criminals are not sent to prison after
conviction but are allowed to return. to the streets.
Some judges are- reluctant to send convicted criminals.
to prison because· of inadequate facilities. · 'Td · ·
alleviate this problem at the Federal level, my new
budget proposes the construction of tour new Federal facilities.

To speed Federal justice, I propose an increase- this
year 1n U.S. Attorneys prosecuting Federal crimes and reinforcement or the number or u.s. Marshals.
Additional Federal judges are needed, as recommended
by me and the Judicial Conference.
Another major threat to every American's person and
property is the crim1na.l carrying a handgun. The way to
cut down on the criminal use of guns is not to take guns
away from the law-abiding citizen, but to impose mandatory
sentences for crimes 1n which a gun is used, make it harder
to obtain cheap guns for criminal purposes, and concentrate
gun control enforcement 1n high crime areas.
My budget reconmends 500 additional Federal agents in
the 11 largest metropolitan high crime areas to help local
authorities stop criminals from selling and using handguns.
The sale ot hard drugs is on the increase again. I
have directed all agencies of the Federal Government to
step up enforcement efforts against those who deal in drugs.
In 1975, Federal agents seized substantially more heroin
coming into our country than in 1974.

more
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As President> I have talked personally with the leaders
ot Mexico> Colombia and Turkey to urge greater efforts by
their Governments to control effectively the production and
shipment or hard drugs.
I recommended months ago that the Congress enact mandatory
fixed sentences tor persons convicted of Federal crimes invol Ving the sale or hard drugs. Hard drugs degrade the spirit
as they destroy the body of their users.

It is unrealistic and misleading to hold out the hope
that the Federal Government can move in to every neighborhood
and clean up crime. Under the Constitution, the greatest
responsibility for curbing crime lies with State and local
authorities. They are the trontline fighters in the war
against crime.

There are detinit~ ways 1n which the Federal Government
can help them. I w1l1 propose in the new budget that the
Congress authorize almost $7 billion over the next five years
.to assist State and local governments to protect the safety
and property or all citizens.
As President I pledge the strict enforcement at Federai
laws and - by example, support, and leadership - to help
State and local authorities enforce their laws. Together we
must protect the victims ot crime and ensure domestic
tranquility.
Last year I strongly recommended a five-year extension
ot the existing revenue sharing legislation which thus
rar has provided $19 billion to help State and local units
of government solve problems. at home. This program has
been effective with dec1s1onmak1ng transferred trom the
Federal. Government to locall1 elected officials. Congress
must act this year or State and local units ot government
wi1l have to drop programs or raise local taxes.
Including 'fff9' health care reforms, I propose to
consolidate some 59 separate Federal programs and provide
flexible Federal dollar grants to help States, cities and
local agencies in such important areas as education, child
nutrition, and social services. This.flexible system will
do the job 'better and do it closer to home.
The protection ot the lives and property or Americans
from foreign enemies is one ot my pr1mary responsibilities
as President.
In a world of instant communications and intercontinental
missiles, in a world economy that is global and interdependent,
our relations with other nations become more, not less,
important to the lives of Americans.

America has had a unique role in the world since the
day of our independence 200 years ago. And ever since the end
of World War II, we have borne - successfully -- a heavy
responsibility for ensuring a stable world order and hope
for human progress.
Today, the state

or

We are at peace
keep itr that way.

our foreign policy is sound and strong.
and I will do all in my power to
more
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Our military forces are capable and ready; our military
power is without equal. And I intend to keep· it that·way.

or

Our principal alliances. with the industrial democracies
the Atlantic Community and Japan> have never been more solid.

-- A further agreement to limit the strategic arms race
may be achieved.

-- We have an improving relationship with China, the
world's most populous nation.
·
The key elements tor peace among the nations of the
Midd1e East now exist.
- Our traditional. friendships in Lat.in America, Africa.
and Asia, continue.
-- We have taken the :?tole or leadership in launching
a serious and hopetul dialogue between the· industrial world
and the developing world.
- We have achieved significant re!"orm or the international
monetary system.
We should be· proud of what the United States has
accomplished.
The American people have heard too much about how terrible
our mistakes, bow evil our deeds, and how m1s~ded our purposes. The American people know better.
·
The truth is we are the world's greatest demo~aey. We
remain the symbol of' man's aspirations tor liberty and wellbeing. We are the embodiment of hope tor· progress.
I say it is time we quit downgrading ourselves as a ilation.
Of course it is our responsibility to learn the right lessons
:f'I'lom past mistakes~ It is OU:?t duty to see· that they never
happen again. But our greater duty is to look to the tutU-""'e.
The world'~ troubles will not go away.

The American people want strong and effective international
and defense policies.
In our Constitutional system, these policies should reflect
consultation and accommodation between the President and Congress.
But 1n the final analysis> as the :f'I'lamers or our Constitution
·
knew from.bard experience, the foreign relations or the
United States can be conducted effectively only if there is
strong central direction that allows flexibility of action.
That responsibility clearly rests with the President.

I pledge to the American people policies which seek
a secure, just, and peaceful world. I pledge to the Congress
to work with you to that end.
We must not face a future 1n which we can no longer
help our friends, such as in Angola -- even in limited and
carefully controlled ways. We must not lose all capacity
to respond short of military intervention. Some hasty
actions of the Congress during the past year -- most recently
in respect to Angola --·were in my view very short-sighted.
Unfortunately, they are still very much on the minds of our
allies and our adversaries.
more
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A strong defense posture gives weight to our values

and our views in international negotiations; it· assures· the
vigor or our alliances; and it sustains our efforts to pro-

mote settlements or international conflicts • Only from a
position or strength can we negotiate a balanced agreement
to limit the growth or 'nuclear arms. Only a balanced agreement will serve our interest and minimize the threat or
nuclear confrontation.
The Defense Budget I will submit to the Congress tor
fiscal 1977 will show an essential increase over last year.
It provides for a real growth in purchasing power over last
year's Defense Budget, which includes the costs of our
All-Volunteer Force.
We are continuing to make economies to.enhance the
efficiency or our military forces. But the budget I will
submit represents the necessity or American strength for
the real world in which we· live.

As conflict and rivalries persist in the world, our

United States intelligence capabilities must be the best
in the world.

The crippling of our foreign intelligence services
increases the danger o.f Americta.n involvement in direct·
armed conflict. Our adversaries are encouraged to attempt
new adventures, while our own ability to monitor eventsttand to influence eventa short of' military action -- is
undermined.

Without. effective intelligence capability,, the
United States stands blindfolded and hobbled.
In the near tutu.re, I will take actions to reform
and strengthen our intelligence community. I ask for
your positive cooperation. It is time to go beyond
sensationalism. and ensure an e.ffective, responsible, and
responsive intelligence capability.

Tonight I have spoken of our problems at home and
a.broad. I have recommended policies that will meet the
challenge of our third century.
have no doubt that our Union will endure -- better,
stronger and with more individual freedom.
I

We can see forward only dimly - one year, five years,
a generation perhaps. Like our forefathers, we lmow that
if we meet the challenges of our own time with a common
sense or purpose and conviction -- if we remain true to
our Constitution and our ideals -- then we can lmow that
the future will be better than the past.
I see America today crossing a threshhold, not just
because it is our Bicentennial, but because we have been
tested in adversity. We have taken a new look at what
we want to be and what we want our nation to become.
I see America resurgent, certain once again that
life will be better for our. children than it is for us,
seeking strength that cannot be counted in megatons and
riches that cannot be eroded by inflation.
more
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I see these United States of America moving forward
as before toward a more perfect Union where the government
serves and the people rule.
We will not make this happen simply by making
speeches, good or bad, yours, or mine, but by hard work
and hard decisions made with courage and common sense.

! have heard many inspiring Presidential speeches,
but the words I remember best were spoken by Dwight D.
Eisenhower. ·
·
"America is not good because it is great," the
President said. "America is great because it is good."
President Eisenhower was raised· 1n a poor but religious
home in the heart of America. His simple words echoed
President Lincoln's eloquent testament that "right makes
might." And Lincoln in turn evoked the silent image ot
George Washington lmeeling in prayer at Valley Forge.
So all these magic: memories. which link eight
generations of Americans are sum;ned up in the inscription
ju.st above me.
·
How 1D8ll3' times have we seen it?·- "In God We Trust."

Let us engrave it now 1n each ot our hearts as we
begin our Bicentennial.

GERALD R. FORD

THE WHrl'E HOUSE,

January 19, 1976.
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