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Major New Features of the Budget

® Section on economic assumptions and long-range projections.
® Analysis and data on tax expenditures.

® New functional classification and presentation.

® Expanded discussion of recéipts, including the President’s tax
proposals on fiscal stimulus and energy.

® Estimates of budget authority and outlays for the transition
quarter.

® Increased budget authority shown for subsidized housing programs
to reflect the maximum Federal payment.



. Buccelzry Impzct of Tax end Encrgy Progoszzs

(Fiscal Years; in Eiliions of Dollars)

= Anti-recession tax cuts:

Investment tax credit increase
Individual income tax rebates
Subtotal

_Energy' tax proposals:

Excise taxes and import fees

Windfall profits tax

Individual income tax cuts

Corporate income tax cuts
Subtotal

Total tax changes

Increased outlays due to energy price increases

Total increase in deficit

(S

1975 1976
-12 29
49 73
-6.1 -10.2

43 190
e 16.3
-14 | -249
18 66
1.1 38
D0 b4
& o
55 134




Budget Reductions

(In Billions of Dollars)

Proposed last year:
Total proposed
Overturned by Congress
Adjustvments
Total remaining
New actions proposed this year

Total budget reductions

Of which:

Rescissions
Deferrals
New legislation

Administrative and other actions

Effect on Spending

1975

-5.2
2.0

1976

-89
1.0
-2

-8.1
-9.0

-17.1

-1.8

-12.4

2.1



The Budget and the Economy

(Fiscal Year Estimates; in Billions of Doliars)

1975 1976

Receipts Outlays Receipts Outlays

Proposed | 2788 3134 2975 3494

Change if there were no recession +300 92 +400 -12.7

Budget totals without recession 3088 3042 3375 336.7

Change if there were no energy and
tax proposals | +50 -5 +6.4 -7.0

Budget totals without recession -
or energy and tax proposals 3138 303.7 3439 3297



Budget Deficits and Surpluses as a Percent of GNP

Percent Fiscal Years Percent
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- Federal Debt as a Percent of G‘N.P

' Percent Percent
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. Federal Budget Outlays, 1950-1976

i
$ Billions ;

100 —

Fiscal Years

\Constant 1976 Dollars

\Current Dollars
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$ Billions
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Total Government Spending /A
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COMMITTEE ON THE BUDGET

DOUGLAS J. BENNETY, JR., STAFF DIRECTOR
JOHN T. MC EVOY, CHIEF COUNSEL WASHINGTON, D.C. 20510

April 3, 1975

Mr. Robert F. Bonitati
Assistant to Director of
Congressional Relations
Office of Management and Budget
Room 238, 01d Executive Office Building
Washington, D.C. 20503

Dear Bob:

We were surprised and disappointed today by the
President's apparent misinformation about the status of
implementation of the Congressional Budget and Impoundment
Control Act. As I understand his answer in his press con-
ference, he is of the belief that the Act has not been
implemented in its principal features. In fact, as you will
see from page 2 of the enclosed copy of Senate Report 94-27,
the features of the Act about which he was concerned have
been implemented and will apply fully to fiscal year 1976
by virtue of that report and a counterpart, substantially
identical report filed in the House on March 3.

I hope this clarifies the misunderstanding. Please let
me know if we can provide further information on this question.
It is very unfortunate that misinformation about the status of
the implementation of the Congressional budget reform should
be publicized.

o e
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..:Sincerely,




An identical report on "Implementatlon of New
Congressional™Budget Procedures for. Fiscal Year 1976).
has. also been filed by the House Budget Committee. -1}

94tr CoNcreEss 2 S =2t ReporT ~| . ~
1st Session : SENATE No. 9427 . | -

IMPLEMENTATION OF NEW CON GRESSIO\TAL
BUDGET PROCEDURES FOR FISCAL o
YEAR 1976 § TEEE T e

REP O RE
OF 'rzm .
COISILIITTEE ON TH:E BUDGET

UNITED STATES SENATE

As Preacrxbed by Section 906 of the Congressional Budo'et
and Impoundment Control Act of 1974

MagcH 5, 1975.—Ordered to be printed

U.S. GOVERNMENT PRINTING OFFICE
35-010 WASHINGTON : 1975
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9drH CONéREss SENATE Rrroxr
15t Session No. 94-27

IMPLEMENTATION OF NEW CONGRESSIONAL BUDGET
PROCEDURES FOR FISCAL YEAR 1976

MarcH 3, 1975.—Ordered to be printed

Mr. Muskrg, from the Committee on the Budget,
submitted the following

REPORT




IsreLearENTATION OF NEw CONGRESSIONAL BTpeET PROCEDURES FOR
Fiscar Yrar 1976 .

I. INTRODTCTION

The Congreséiona} Budget and Impoundment Control Act of 1974
- (P.L. 93-344, July 12, 1974) established an improved congressional

budget process for determining national spending and revenue policies -

and priorities. This new process—which involves the adoption of con-
current resolutions on the budget and establishes a timetable for
various phases of the budget process—is mandatory with respect to
Fiscal Year 1977, which will begin on October 1, 1976.

Section 906 of the Act provides, however, that upon agrement of
the House and Senate Budget Committees, and to the extent provided
by them in reports to their respective Houses, the provisions of the
Act relating to the new budget process may be applied to Fiscal Year
1976. This implementation authority for Fiscal Year 1976 extends to
and includes the use of substitute dates for the following provisions
of the Act:

(1) Title IXT which sets forth the new congressional budget
timetable;

(2) section 202(f) which requires the Congressional Budget
Oflice to report to the two Budget Committees by April 1 on fiscal
policy and national budget priorities; ‘

(8) section 401 which establishes special procedures for the
consjderation of new backdoor spending legislation ; and

(4) section 402 which requires legislation authorizing new

- budget authority for the ensuing fiscal year to be reported by
" May 15.

Section 908 does not provide authority for the implementation in
Fiscal Year 1976 of two other important features of the new budget
process which will apply to fiscal year 1977 : first, the shift to an Octo-
ber 1-September 30 fiscal year (section 501) ; and second, the require-
ment that the President submit by November 10 a current services
budget (section 603).

This Committee and the House Budget Committee believe that an
important part of the new budget process—the establishment of fiscal
aggregates—should be implemented with respect to the Fiscal Year
1976 budget. In 1975, perhaps to a greater extent than in other years,
the role of the Federal budget and its effect on the Nation’s cconomy
will be critically important policy issues. The new budget process 1s
the only congressional mechanism available to deal comprehensively
with these issues. Tt is also important for the Congress to gain as much
experience as possible with the new process which is mandatory for
Fiscal Year 1977. Consequently. the House and Senate Budget Com-
mittees have agreed on the implementation plan described below.

(3)

. S.R. 27
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This repoxt is submitted to the Senate pursuant to section 906 of
the Act. The House Budget Committee is submitting a similar report
to the House setting out identical procedures. The provisions of the
Act being implemented ave effective upon submission of this report.

XI. STMMARY OF THE PLAN

The following major parts of the new budget process will be imple-
mented for Fiscal Year 1976:

' (1) Budget Committees will hold hearings on the budget and

.7 economy (section 301(d));

-~ (2) Committees and joint committees will submit reports to the
Budget Committees by dMarch 15 (section 301(c));

(3) Budget Committees will report first concurrent resolutions

on the budget (containing budget aggregates only) by April 15
- (section 301(d));

(4) Congress will adopt first budget resolution by May 15 (sec-
tion 301(2)); ’

" (3) The Budget Committees will report and Congress will
complete action on second budget resolution by September 15
(section 310(b) ) ; and

(6) Congress will complete reconciliation process (to the extent

. necessary) by September 25 (section 310 (c¢) and (d)).

In addition, new backdoor contract and loan authorities will be
limited to amounts approved in appropriation acts (section 401(a))
and new entitlement authority legislation could not take effect prior
to the start of the new fiscal year (section401(b)). :

The following important parts of the new budget process would
not be hmplemented : .

(1) the prohibition against consideration of spending, revenue,
and debt legislation prior to adoption of the first concurrent reso-
lution cn the budget (section 303(a));

(2) the April 1 report on budget alternatives. fiscal policy. and
national budget priorities by the Congressional Budget Oflice
(section 202(%));

(3) the inclusion within the first concurrent resolution of budget
authority and outlay totals for each major functional category

“of the budget (section 301(a)); .
- (4) the May 15 deadline for reporting of authorizing legis-
lation (section 402);
(5) the allocation of budget anthority and outlays to appro-

priate commitees pursuant to the May 15 budget resolution (sec-

tion 302(a));

(6) Appropriations Committee review of entitlement authority
legislation which exceeds allocations made in the most recent
budget resolution (section 401(bh)) : and

(7) the deadline—seven days after Labor Day—for completing
action on spending bills (section 309).

III. DETAILS O TIIE FISCAL Yil:\]‘: 1976 TMPLEMENTATION PLAN

The Scenate Budget Committee will implement the following plan
for the Tiscal Year 1976 budget :

reia bl
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; Hearings—The Senate Budget Committee will hold ap})roximately
; three ngts of hearings on the President’s budget and the economy.
These hearings will begin March 4, and include Members of Congress,
Administration officials, economists, and representatives of the public.

Committee Reports—Lach committee and joint committee will be

E required to submit a report to the Budget Committee by March 13,

s pursuant to Section 801 (c¢) of the Act. This report is expected to:

E (1) discuss the impact of the President’s budget on programs s
within the committee’s jurisdictions; : .

(2) provide early indications of likely committce action on
legislation involving major Presidential and Congressional budget
initiatives to be considered by the committee (particularly the
prospects for enactment of such legislation and 1ts estimated im-
pact on the FY 1976 budget) ; and

(3) provide estimates (to the extent practicable) of budget
authority and outlays to be provided for FY 1976 in legislation
under the committee’s jurisdiction.

In addition, the Joint Economic Committee will be required to

report its reconmendations as to fiscal policy appropriate to achieve
1 the goals of the Employment Act of 1946.
. Adoption of the First Concurrent Eesolution—The Budget Com-
mittees will report a first concurrent resolution on the budget by April
15. This resolution will include eggregate totals only &hat is, the
Committee’s recommended levels of total budget authonty and outlays,
revenues, public debt, and amount of budget deficit).

The new budget process is, in large part, recogunition by the Congress
that a principal contemporary purpose of the national budget is to
manage the Nation’s economy. 8\'era]1 levels of spending, revenues,
and surplus or debt have a significant impact on the condition of the
economy. The budget influences both the levels of employment in
the economy and the level of inflation, and is used to stimulate or
retard economic growth. The new budget process enables the Congress
to address such macro-economic matters in a comprehensive manner,
deciding explicitly how large the budget should be and whether it
should be in surplus or deficit.

These macro-economic issues will be critically important in 1975, . -
as the Administratiqn and the Congress striwe-to reverse both a:deep-- ~=> - -
ening recessionsand a-prolonged-inflation. The Budget Committees
1 believe the most effective_way for Congress to ¢confront these:issues 4
? ] is through the adoption early this year of a concurrent resolution deal-

ing with overall budget aggregates. >

The Coramittee’s report accompanying the first budget reselution

will include all matters required by the Act (in section 301(d)) relat-

ing to budget aggregates. It will include as much detail as possible

with respect to allocations of budget authority and outlays by func-

tional -edxtegories. The Committee will not, however, make 5-year

projections of total budget authority and outlays. revenues, surplus or

deficit, and levels of tax expenditures by major functional categories.

Zg: isr‘hig'hlg- unlikely that the Committee can make such projections

s without substantial assistance by a fully-operational CBB. Instead,

& <@eémmittee resources will be concentrated on analyzing the Adminis-

: .:,‘Zf‘u ation’s 5-year projections submitted as part of the budget, and be-
ginuing the task of developing its own projections. =

Saadte elupe sy

St Aot ol ke S

s

- S.R. 27

- i~ ”

S1¥) Nevs
.
i

»
g




6

The Budget Committees intend to complete congressional action
on the first budget resolution by May 15. The aggregate totals adopted
by the Congress in this resolution serve as targets to guide subsequent
spending and revenue actions.

Adoption of the Second Concurrent Resolution~The Budget Com-
mittees expect to report and complete action on a second concurrent

resolution on the budget by September 15, pursuant to the provisions

of the Act. This resolution will afirm or revise the aggregate totals
contained in the first resolution in light of then current economic needs
and Congress’ swnmer spending actions; and (to the extent necessary
and practicable) direct appropriate committees to take required recon-
ciliation actions (raising or lowering revenues, increasing or rescind-
ing budget authority, or a combination thereof).

The Budget Committees expect to complete action on the second
budget resolution by September 15 and on necessary reconciliation
actions by September 25. The nature and extent of such reconciliation
actions will depend upon the extent to which the Congress’s revenue
and spending actions differ from the aggregate totals contained in the
second budget resolution.

Effect of the Second Concurrent Resolution.—After adoption of
the second resolution and completion of the reconciliation process, it
will not be in order in either House to consider any budget anthority
or entitlement measure that would cause the appropriate level of total
budget authority or outlays to be exceeded. Nor would it be in order
to consider a measure that would reduce total revenues below the level
set in the second budget resolution. (Section 311(a)). The Act pro-
vides that estimates prepared by the Budget Committees shall be the
basis for determining whether such legislation would cause the appro-
priate level of budget authority, outlays, or revenues to be breached
(section 311(Db)).

It should be noted that the Congress may adopt a revision of its
most recent budget resolution at any time during the fiscal year
(See. 304). In fact, the Act anticipates that it may be necessary to
adopt at least one additional resolution each year, either in conjunc-
tion with a supplemental appropriations bill or in the event of sharp

revisions in revenue or spending estimates brought on by major

changes in the economy, or other developments. .

Controls on New Backdoor Authorities—The Budget Committees
are implementing immediately thoss portions of section 401 of the
Act which (1) make new contract and borrowing authority effective
only to the extent and amounts provided in appropriation acts (sec-
tion 401(a)); and (2) prohibit floor consideration of entitlement
authority legislation having-an effective date before the start of the
next fiseal year (section 401(b).(1}). _ L

With respect to new. contract and borrowing authorities, it is very
nmuch in the interest of thé-new budget process to prohibit a last-
minute rush of new backdoor authorities. With respect to entitlement
legislation, postponing the effective date of such legislation to the be-
oinning of the {iscal-year which begins during the calendar year in
which such legislation is reported will serve to enhance the signifi-
cance of the first budget resolution.

Miscellaneons Provisions—~In addition to the provisions referred to
above, the fi
implemexgec".: 2

7 . T o-r
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(1) Section 303, relating to consideration of concurrent resolu
tions on the budget; ’

(2) Section 308, concerning jurisdiction over legislation deal-
ing with the Congressional budget ; and

(8) Sections 303 (b) and (c), concerning periodic scorekeeping
reports and annual five-year budget projections by the Congres-
sional Budget Office. :

Provisions Which Wilt Not Be Implemented

The following important elements of the new budget process will
not be implemented : T

(1) Consideration of Spending, Revenue, or Debt Legislation Prior
To Adoption of the First Concurrent Resolution—~The Act provides
that prior to acloption of the first concurrent resolution on the budget
for any particular fiscal year, neither House may consider any legisla-
tion applicable to that fiscal year which provides new budget au-
thority, increases or decreases revenues, or increases or decreases the
public debt limit (section 303). Due to the critical need to take quick
action on the Nation's deteriorating economy, the Budget Committees -
believe that implementation of this provision may unduly delay neces-
sary action on the economy. Consequently this provision will not be
implemented this year. ’

(2) Congressicnal Budget Office April 1 Report—The Act requives
the Congressional Budget Office to submit on April 1 a veport to the
Budget Committees on various budget alternatives, fiscal policy, and
national budget priorities (section 202(f)). Since the provisions of
the Act activating the CBO have only recently been implemented. the
Office cannot be expected to submit the required report in the short
time remaining before April 1. Consequently, this provision cannot
be implemented this year.

(8) Inclusion of Budget Authority and Outlay Totals for Fach
Major Functions? Cotegory of the Budget.—The Act provides that the
first concurrent resolution con the budget shall include, in addition to
budget aggregates, the appropriate levels of budget authority and
outlays for each major functions category of the budget (section 301
(2)). Congressicnal determination of these functional category totals
are, of course. an important part of the new budget process. However,
the Budget Conmittees do not believe that meaningful targets for
each functional category of the budget can be established early this
vear, particularly in the absence of a fully-staffed Congressional
Budget Office. Consequently, this important part of the new budget
process will not be implemented this year. The report accompanying
the resolution, Lhowever. will attempt to do so with as much detail as
possible,

() lay 15 Derdline for Reporting Authorizing Legislation.—Sec-
tion 402 requires that any legislation authorizing new budget authority
for a fiscal year must be reported in each House on or before the May
15 preceding the beginning of the first fiscal year to which the legisla-
tion applics (section 402 (a)). This provision is not being implemented
this year. Commiitees are strongly urged. however, to report Fiscal’
Year 1976 authorizations as promptly as possible, and to move ex-
peditiously toward advance authorizations for programs within their
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jurisdictions. It will he particularly important for committees to get
an early start on authorizations for Fiscal Year 1977, which must be
reported by committees by May 15, 1976.

(5) <tllocation of ])N(]JC‘f Authority and Outlays to Appropriate
Committees—The Act requires that allocations of total budget au-
thority and outlays be made to committees in the joint statement of
managers accompanying the conference report on the first budget
lcsoluuon (section 502). Such an allocation calls for subst‘mtml

“crosswalking” (that is, tracing budget aunthority to committee juris-
dictions by individual programs and spending authorities). The Com-
mittee cannot expect to dcvdop such expertise by the Spring of 1975,
and conseguently will not implement this provision this year.

(6) A/)proprmtzons Committee Revicw of Entitlement Legislation
Lacecding Allocations Made in the First Budget Resolution.—The
Act prov ides that bills providing entitlement authority exceeding
allocations made in the first bu'loet resolution be referred to the
Appmpx sations Committee for review (section 401{b) (2)). The Ap-
propriations Committec may report the legislation with an amend-
ment limiting the total amount of new autl writy. Sinee allocations
of budget and entitlement authority will not be made in the first
concunouf 1'-:,olut1mx this year, it is unmecessary to implement this
provision.

(V) D¢ r/(lluu, for Uomplcting Action on Spending Legislotion.—
The Act provides for completion of action on 21} budget authority and
entitlement legislation no later than the seventh daV after Labor Day
(section ,)O')) “This deadline can probably be met only if there is strict
acdherence to the May 15 reporting deadline. Since that deadline can-
not be fully mlplemented in 1970. the Budget Committees will not
implement the completion deadline.’

The Committees strongly urge rapid action on both authorizing and
spending legislation, recognizing that—as may also be true in suc-
ceeding years—it ma 1y be necessary to pr oceed to adoption of a sccond
resolution 1 priov to completion of all spending measures. It should also
be recognized that it may be impra eticable to proceed to a second
resolution aud reconciliation in accordance with the above dates if a
significant portion of spending legislation is not completed by Labor
Da\ . and that it may be necessary to modify these dates.

A iscellaneous Provisions—The following miscellaneous provisions
will not be implemented this year: (1) section 307, which provides
that. to the extent practicable, the House Committee on Appropriations
shall complete action on all regular appropriations bills and submit a
summnary 101)011: before xopmtmo its first Lill; and (2) section 305(a),
which vequires comuittee reports accompanying budget anthovity
and tax expenditnre legislation to compare amounts contained in the
legislation with the most recent budget resolution. The provisions of
Section 508(a), which requires that such reports indicate assistance
to be ]nm ided to State and local governments, and project outlays
under the legislation, are not being 1mplomcn.e(x at this time in the ab-
sence of a fully operational Conaressional Budget Office, the assist-
ance of which is important in making such estimates.

O
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MAY 6 1975
MEMORANDUM FOR: J. M. CANNON
FROM: JAM% LYNN
SUBJECT: Spring Planning Review of the 1977 Budget

During the month of May we will be holding planning review sessions
for the 1977 Budget. In these sessions we will consider, for the
major agencies, short and long-range budget and program trends,
together with related issues. The sessions aim to obtain greater
understanding of developing issues and to determine recommendations
on planning guidance to the agencies for the next budget year.

We very much welcome you or members of your staff to participate
in these sessions. The schedule for them is attached.

All sessions will be held in Room 248, Executive Office Building.
Morning sessions begin at 10:00 a.m. and afternoon sessions at

2:15 p.m., with the exception of the Fiscal and Economic Overview
which will begin at 3:00 p.m. on May 9, 1975. If your staff will
give Patrick Noon, the Secretary of the Review (ext. 4884), advance
notice of attendees for each session, he will see that they are
furnished with appropriate briefing materials.

Attachment



April 24, 1975

SCHEDULE FOR THE FY 1977 SPRING PLANNING REVIEW

b MAY 1975
Monday Tuesday Wednesday Thursday Friday Saturday
X 2 3
5 6 . 7 9 10
NASA Agriculture
i —Fiscal & Eco.
Overview, 3pm
12 i3 14 State, 15 16 11
Ex-Im Bank
g Commerce Interior
GSA Corps of Eng,
Treasury EPA, TVA
HEW 19 20 21 F ¥ 23 24
Health & DOD
Education -
' HEW Employment g
Income Sec.,| programs, Justice
Food Stamps | manpower DOT
26 27 28 FEA-& 29 30 31
Energy Pol.
Foreign Mil.| Housing & ERDA &
& Economic Community energy R&D
aid dev. & VA

When rescheduling is required, it may be necessary to hold sessions
in the evening or on Saturdays.




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND: BUDGET
WASHINGTON, D.C. 20503

_p %S - 177

MID-SESSION REVIEW OF THE 1976 BUDGET

May 30, 1975

NOTE: Detail mai'not add to totals
due to rounding.
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Budget Totals

Economic Assumptions

Changes in Budget Receipts

1975 Qutlays: Major Changes from the February Budget
Estimates

1976 Qutlays: Major Changes from the February Budget
Estimates
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This review of the 1976 budget transmits to the Congress the supple-
mental budget information required by section 221(b) of the Legislative
Reorganization Act of 1970 (P.L. 91-510). It also provides additional
information that will further aid the Congress and the public in assessing
the budget outlook.

Part 1 contains revised budget summaries for fiscal years 1975 and
1976. It also includes data for the transition quarter, extending from
July through September of 1976, that results from the change in the fiscal
year under the Congressional Budget Act of 1974.

The estimates reflect changes that have occurred since the 1976
budget was sent to the Congress in February. In view of Congressional
inaction thus far on the President's energy program, the starting date
assumed has been changed to September 1. Tﬁe budget as submitted in
February included proposals to limit automatic cost-of-living increases
in benefit programs to 5% through June 30 of next year. That liﬁit was
also proposed for civil service and military pay increases. The revised
estimates assume that these "caps" will be enacted by the Congress except
for increases effective on or before July 1. Thus, the full effect of the
8% social security benefit increase effective on June 1 is included in
the estimates.

Part 2 presents 5-year projections of: Outlays and budget authority
by agency and by function; receipts by major source; outlays for open-
ended programs and fixed costs; and outlays from balances of budget
authority for non-mandatory programs available at the end of fiscal year

1976.
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Because Congressional action has not been completed on any of the
1976 appropriations bills and on much substantive legislation, the esti-

mates shown in this review are necessarily tentative,

Part 1. The Budget Outlook for 1975, 1976, and
the Transition Quarter

Budget Totals

The 1975 deficit is now expected to be $42.6 billion, $7.9 billion
above the February estimate. Outlays are now estimated to be $323.6
billion, $10.2 billion more than in February, and receipts are estimated
to be $281.0 billion, $2.2 billion above the February estimate.

The estimated deficit for 1976 has increased by $8.0 billion since
February, to $59.9 billion. Outlays are up by $9.5 billion from the
February estimate to $358.9 billion, and receipts have been revised
upward by $1.5 billion, to $299.0 billion.

These figures reflect Congressional turndowns of $9.3 billion in
deferrals and $2 billion in reséissions, adding outlays of $0.7 billion
in 1975 and $1.3 billion in 1976. Unless early action is taken by the
Congress on other budget reductions proposed by the President, this esti-
‘mate of the deficit for 1976 will rise still further. Should the Congress
fail to take action on any of these reduction proposals, over $8-1/2
billion will be added to outlays.

The following table compares the current estimates of budget totals

with the estimates shown in the February budget.



Description

Budget receiptS..ceececcscccenss
Budget outlayS..eceesssasssssss

Deficit (_)'o-ocooao.co

Full-employment receiptsS...c...
Full-employment Outlays..-.....

Full~employment surplus

or defiCit (_)oo'nccto
Budget authority...cevecessecss

Outstanding debt, end of year:
Gross Federal debt.sececesss
Debt held by the public.....
Debt subject to limit.......

BUDGET TOTALS
(fiscal years; in billions of dollars)

Table 1

1975
1974 February Current
Actual estimate estimate
264.9 278.8 281.0
268.4 313.4 323.6
-3.5 _34'7 —4206
282.2 323.1 323.0
267.3 306.5 316.7
14.9 16.6 6.3
313.9 395.1 408.9
486.2 538.5 544 .5
346.1 389,6 396.9
476.0 528.9 534.0

1976
February Current
estimate estimate

297.5 299.0
349.4  358.9
-51.9 -59.9
351.8 357.0
340.2 349.8

11.6 7.2
385.8 383.8
605.9 617.5
453.1 470.9
596.4 607.1

Tr. Qtr.
February Current
estimate estimate

84.4 86.8
94.3 95.8
_908 -900
98.4 100.0
91. 94,2
6.5  _5.8
88.2 88.8
616.8 627.6
465.6 482.8

617.2



Economic Assumptions

The economic assumptions through calendar year 1976 reflect a changed
economic forecast, based on experience since the budget assumptions were
developed. They are subject to considerable uncertainty, since economic
forecasting is imprecise. In this context, it should be noted that the
changes from the February budget in the growth of real GNP are minor
relative to the uncertainties involved.

Table 2

ECONOMIC ASSUMPTIbNS
(calendar years; dollar amounts in hillions)

Actual Forecast

Item 1973 1974 1975 19

76

Gross national product:
Current dollars:
AMOUNL . v eovoecosssssssaascssnnseensess 51,295 $1,397 $1,474 $1,
Percent change.sceevececscosrssvoscorsos 11.8 7.9 5.5 1
Constant (1958) dollars:
AMOUNE e e s e vvoosvosesosnsscssesnsnoossssn $839 $821 $792 $
Percent change..c.evevensocesvocsccannnes 5.9 -2.1 ~3.6
Incomes (current dollars):
Personal IncCome....coescecocccssseccencess $1,055 $1,150 81,231 $1,
Wages and 5alarieS...ecececescccccccscenns $692  $§751 §787 $
Corporate ProfitS.eeceseccecscossonnsccsses $123 $141 $106 $
Prices (percent change)lz
GNP deflator:

Year OVer YeaCl...scecsencncsscssccsscos 5.6 10.3 9.5
Fourth quarter over fourth quarter..... 7.4 12.0 7.8
CPI:
Year OVer VeaT.ccesessocrcvocccsonccnns 6.2 11.0 9.1
December over December..,ccacecccsscsos 8.8 12.2 7.8
~ Unemployment rates (percent):
TOtAleesvroneseennonsnssenceassansnsonsssnonse 4.9 5.6 8.7
InsSured“ceeeecscscessosnecssasnscansannnans 2.8 3.8 7.7
Federal pay raise, October (percent)...ceea.. 4,77 5.52 5.00 1
Interest rate, 91-day Treasury bills
(percent)3...,,.......,,..................,c 7.0 7.9 5.1

1 The 1975 and 1976 figures reflect the impact on prices of the
President's energy program.

2 Insured unemployment as a percentage of covered employment; includes
unemployed workers receiving extended benefits.

3 Average rate of new issues within period; the rate shown for 1975 and
1976 was the current market rate at the time the estimates were made.



Budget Receipts

Receipts in 1975 are now estimated to be $281.0 billion, $2.2 billion
above the February estimate. The current estimate for 1976 is $299.0
billion, compared with $297.5 billion in February. These estimates are
based on the economic assumptions presented in Table 2.

These receipt estimates —-- including the 1975 estimates —-- are tenta-
tive. There is still considerable uncertainty as to what tax collections
will be in June, especially because large corporation income tax payments
are made in that month,

Changes in budget receipts.--Receipts in 1975 are estimated to be

$281.0 billion, $2.2 billion higher than the February estimate. The

Tax Reduction Act of 1975 reduced 1975 receipts by $4.3 billion more than
the tax reduction proposals in the February budget. This amount is more
than offset by reestimates -- particularly of nonwithheld individual
income taxes -- reflecting a significant underestimate of calendar year
1974 income tax liabilities in the budget. The data are not yet available
to assess accurately the reasons for this underestimate.

Fiscal year 1976 receipts are currently estimated at $299.0 billion,
$1.5 billion above the February estimate. The Tax Reduction Act reduced
1976 estimated receipts by $0.6 billion more than the President's February
tax proposals, and the revised effective date of the President's energy
program that is assumed in these estimates increases 1976 receipts by
$1.8 billion from the amount proposed in the budget.l The remaining $0.2

billion change results from reestimates and changes in economic assumptions.

Exclusive of "plowback" and associated provisions, the effect of
which will be neutral on the budget deficit.
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The following table shows the changes in receipts by major source
and indicates the reasons for these changes.
Table 3
CHANGES IN BUDGET - RECEIPTS

(in billions of dollars)

Changes due to:

Reestimates
Revised Delayed and revised
February tax energy economic Current

estimate reduction program~ assumptions estimate

Fiscal year 1975
Individual income

taXeBesessesossenssss 117.7 -4.5 +1.4 +7.1 121.6
Corporation income
tAXESBeserecvosvevenes 38.5 +0.2 +1.8 +0.5 41.0
Social insurance taxes
and contributions.... 86.2 -— -— +0.3 86.5
Other..cevesecesoosces 36.3 —— -3.7 -0.7 31.8
Totaleeeeovoessees 278.8 -4.3 -0.5 +7.1 281.0

Fiscal year 1976
Individual income

EAXESeeesvesssncsscns 10603 _009 +12v4 +305 12103
Corporation income
taXES.....-.......... 47.7 +Oo3 —608 _304 37.8

Social insurance taxes

and contributions.... 91.6 - -— -0.7 90.9
Other....o....-....... 5200 - _308 +0.8 49 0
TOtal............o 29705 _006 +1c8 +0.2 299.0

1

Exclusive of 'plowback' and associated provisions, the effect of
which will be neutral on the budget deficit.

Receipts in the transition quarter are estimated at $86.8 billion,

$2.4 billion above the February estimate.



Budget Outlays

Tables 8 and 9 compare the current outlay estimates by agency and by
function with those made in February.

Fiscal year 1975.—-Total outlays for 1975 are currently estimated to

be $323.6 billion, $10.2 billion above the February estimate. The major

changes now estimated are shown in the following table.

Table 4
1975 OUTLAYS:

MAJOR CHANGES FROM THE FEBRUARY BUDGET ESTIMATES
(in billions of dollars)

February budget estimate of 1975 outlayS.ceeeececessscvcsasaneses $5313.4

Congressional
action or Other Total
inaction changes changes

Offshore o0il receipts

(an offset to outlays)..... —— 2.7 2.7
DOD Military and MAP........ 0.1 1.8 1.9
HEW.evoevveooeenonsoonnsonans 0.9 1.4 2.3
Treasuryeeecesecesacecscavess 1.7 -0.2 1.6
Veterans Administration..... 0.2 1.1 1.3
Food stamp outlaySeeececcsss 0.2 1.1 1.3
Special unemployment

asSistancCeesececssesccsccss - -1.5 -1.5
All other (net)eeeeescccocsse -0.1 0.8 0.6

Total.eseesscocoseonnone 3.0 7.2 10.2
Current estimate of 1975 outlays...... vesssssassessssssssscsnssce $5323.6

The $2.7 billion decrease in estimated offshore oil receipts (which
are an offset to outlays) resulted primarily from a large shortfall in
receipts from the February 1975 South Texas sale and indicates the diffi-

culty of projecting what bidders will pay for leases of uncertain value.
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Outlays for DOD Military and military assistance are $1.9 billion higher
than in February as inflation and a drawdown in purchase backlogs have
increased spending rates above what was originally anticipated. HEW spend-
ing is up by $2.3 billion, with $1.1 billion in health, $0.3 billion in
education, and $0.8 billion in income security. About $0.6 billion of
the HEW increase resulted from inaction on the President's reduction
proposals.

The Tax Reduction Act of 1975 provided a $50 bonus to social security
and certain other beneficiaries. This provision increases 1975 Treasury
outlays by $1.7 billion. Veterans Administration outlays are $1.3 billion
higher than in the budget because of inaction on the President's reduction
proposals, deferred VA asset sales, and greater participation in the
GI bill program than earlier anticipated. Food stamp outlays are $1.3
billion higher because of greater than anticipated participation and
because of actions taken by the Congress to reject the President's food
stamp reform proposals.

The major decrease in 1975 outlays results from a reestimate of
outlays associated with unemployment assistance for those not covered by
the regular unemployment insurance. The participation in this new program
has been below the levels originally anticipated, reducing estimatgd
outlays by $1.5 billion.

Fiscal year 1976.--The current estimate of total 1976 outlays'is

$358.9 billion, $9.5 billion above the February estimate. About $3.8
billion of this increase results from additions by the Congress, inaction

on the President's reduction proposals, or from failure to support
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rescissions and deferrals proposed in the budget. The major changes are

summarized in the table below.

Table 5
1976 OUTLAYS:

MAJOR CHANGES FROM THE FEBRUARY BUDGET ESTIMATES
(in billions of dollars)

February budget estimate of 1976 ouUtlayS.ceeesesccescsscssssceaess $349.4

Congressional
action or Other Total
inaction changes changes
HEW.eeooaooononcsoosssosncnsnse 2.6 1.4 4.0
Department of Labor:
Summer Youth and public
sector employment....... —— 1.8 1.8
Extended unemployment
benefitS.ceeecccccsceces —-— 1.2 1.2
ReestimatesS..ceeceeovcens - -3.0 -3.0
Highway trust fund...eceeso. 0.4 1.0 1.4
Food stamp program.ccseceese. 0.6 2.3 2.9
Veterans Administration..... - 1.5 1.5
Energy tax equalization
PAYMENEScesevscsosscscsosnns - -1.2 -1.2
Petrodollar financing
facility..eeeceesoevensness -—- -1.0 -1.0
All other (Net)evececcsevoss 0.2 1.7 1.9
Totaleseeoaossccessons 3.8 5.7 9.5

Current estimate of 1976 outlays..'.‘...................'.'.‘.... $358.9

Compared with the February budget, estimated spending of HEW is up
by $4.0 billion in 1976. About $2.2 billion of this results from inaction
on the Administration's proposal to put a 5% ceiling on social security
and supplemental security income benefit increases.

There are two major increases in employment-related outlays: First,

the increased supplemental request for Summer Youth Employment and public
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service employment still pending before the Congress would add $1.8 bil-
lion in outlays; and second, the Administration's proposal to provide
extended unemployment benefits through the end of calendar year 1976 adds
another $1.2 billion. These increases are largely offset by major
decreases in estimates based on experieﬁce with two new programs: unem-
ployment assistance for those not covered by regular unemployment insurance
($-1.9 billion) and lower unemployment trust fund outlays, primarily for
unemployment benefits extended beyond their regular duration ($-1.1
billion).

Highway trust fund outlays are $1.4 billion higher, resulting from
releases of additional spending authority ($1.0 billion from Presidential
release and $0.4 billion from Congressional releases). As in 1975, food
stamp outlays are higher -- by $2.9 billion -- because of higher partici-
pation rates and the Congressional action rejecting the President's
proposed reforms of the food stamp program. Veterans Administration
outlays are higher due to expected participation in the GI bill program
greater than anticipated in the budget, and increases in coﬁpensation
and pensions.

These increases are partially offset by reduced energy tax equali-
zation payments, which result frqm the delayed effective date of the
Administration's energy program and by a shift in the petrodollar financing
facility proposal from a direct loan program to a loan guarantee program.

Transition quarter.--Outlays in the transition quarter are estimated

at $95.8 billion, $1.6 billion more than in February.
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The Budget by Fund Group

Tables 10 and 11 contain figures on changes since February in 1975
and 1976 budget totals by fund group. Most of the changes in both 1975
and 1976 have occurred in the Federal funds.

Since February, estimates of Federal funds receipts for 1975 increased
by about $2.5 billion, while outlays increased by $8.1 billiom, resulting
in a $5.7 billion increase in the anticipated 1975 Federal funds deficit.
For 1976, the Federal funds receipts estimate has increased by $2.5 billion;
estimated outlays have increased by about §5.5 billion; and the antici-

pated Federal funds deficit has increased by $3.0 billion.

Budget Authority

Tables 12 and 13 show the February estimates of 1975 and 1976 budget

authority and changes since then, by agency and by major function.

Fiscal year 1975.-~Total budget authority for 1975 is estimated at

$408.9 billion, $13.8 billion above the February estimate. The major

changes are shown in the following table.
Table 6

1975 BUDGET AUTHORITY:
MAJOR CHANGES FROM THE FEBRUARY ESTIMATE
(in billions of dollars)

February estimate of 1975 budget authority....c.eceeeecocsccesesss $395.1

EPA - sewage plant construction grantS....cecececcess +4.3
Offshore oil receipts (an offset to budget authority) +2.7
Treasury - $50 bonus to social security and certain
other beneficiarieS..ccceecevecescesceosescsssscsrese +1
HEW. ceevosvosvoscssnssssasoscosnesncascssssvecvssases +20
Department of Labor - employment-related budget
AUthOTitY.ceeceeereoccnccoscscscsvsososcocccncsscnnnsos
FOOd StAMPS.cceccsecscsscscscccssessocvsososscsssnescsses
All other (Net).ecceceesscssvosscesassessossscssoasess

~N N

&t
U1:OO

Current estimate of 1975 budget aUthOTitY.eeeerecevrccescsesssses 5408.9
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The largest single increase in budget authority since February
resulted from court actlion to release EPA funds not previously availlable
for obligation. This action increased 1975 budget authority by $4.3
billion. The reduction in offshore oil receipts cited earlier increases
budget authority by an additional $2.7<billion, and the $50 bonus payment
to social security and certain other recipients increases budget authority
by $1.7 billion. HEW spending authority is up by $2.7 billion, and
Department of Labor authority is up by $1.0 billion due to the request
for additional Summer Youth and public sector jobs. Budget authority for
food stamps 1is up by $0.9 billion, providing funds for a larger number
of participants énd higher payments than anticipated in February.

Fiscal year 1976.--Total budget authority for 1976 is currently

estimated at $383.8 billion, $2.0 billion below the February estimate.

The major changes are shown in the table below.

Table 7

1976 BUDGET AUTHORITY:
MAJOR CHANGES FROM THE FEBRUARY ESTIMATE
(in billions of dollars)

February estimate of 1976 budget authority...eecececcececssccessss $385.8

Petrodollar financing facility..eeeeecocceccnvecsees =7.0
Energy equalization paymentS.cccsesecescccscocececace =1.2
Veterans Administration......cececececncscccsrsrsses +1.7
FOOd StAmMpPSececesssrsosssvccssssasssssssccsscenscacses +3.4
All other (Net)..eeeessoscocsossccscccosssoscessessesss F+1.1

Current estimate of 1976 budget authoritV.eeeeecceccecsvsccceseees $383.8

The change in the petrodollar financing facility from a loan basis

to a loan guarantee basis reduces 1976 budget authority by $7.0 billion.



~-13-
The revised effective date of the Administration's energy program reduces
budget authority by $1.2 billion. A major increase in 1976 budget
authority is $3.4 billion for food stamps, reflecting increased partici-
 pation rates. Estimated budget autﬁority required for veterans benéfits
is also up by $1.7 billion.

Transition quarter.-—-Budget authority in the transition quarter is

estimated at $88.8 billion, $0.6 billion above the February estimate.



Table 8

CHANGES IN BUDGET OUTLAYS BY AGENCY
(fiscal years; in billions of dollars)

1975 1976
1974  February Current February Current
Actual estimate estimate Change estimate estimate Change
Defense and military assistanCe.c.eeeececeeeens 78.4 84.8 86.7 1.9 92.8 92.8 -
ABricuUltuUre.ceeeniessreassssasscssassessssnosse 9.8 8.8 10.3 1.6 9.7 13.0 3.4
(CCC and P.L. 480)cccecesscscsscscssnssesnss .7) (2.1) (2.3) (0.2) (1.6) (1.8) (0.2)
COMMETCe.teuveeecorartsosasssseranssosrsarsososonvesosssn 1.5 1.6 1.6 * 1.8 1.8 0.1
Health, Education, and Welfare..ceeceseeccoososs 93.7 109.9 112.2 2.3 118.4 122.4 4.0
(Social security trust funds).eeeceeeccseeces (67.2) (78.4) (79.3) (0.9) (86.1) (89.1) (3.0)
Housing and Urban Development...ceeseececesssss 4.8 5.5 5.7 0.2 7.1 7.6 0.5
Interior.ciieeeecennsensoesonsnsnssossosencsssssns 1.8 2.2 2.2 * 2.5 2.5 *
JUStiCeeeeentestonnssanssrsssnssssrascssssnnsnsas 1.8 2.1 2.1 - 2.2 2.2 -
R 1 o T o 9.0 19.0 17.4 -1.5 22,6 22.8 0.1
(Unemployment trust fund).eeeeeerseeocsvooens (6.1) (13.0) (13.0) (===) (15.9) (15.7) (-0.2)
SLALE.eeeereeeccoovsosassssssosensesssasaaansass 0.7 0.9 1.0 0.1 1.0 1.2 0.2
Transportation.cceeecesscenass ceseresavenasssas 8.1 9.1 9.3 0.2 10.0 11.5 1.5
1 o =Y - T o 36.0 39.7 41,2 1.6 43,5 43,5 0.1
(General revenue sharing).ececeececccescocsnns (6.1) (6.2) (6.1) (*) (6.3) (6.4) 0.1
(Interest on the public debt)eveeveseressess (29.3) (32.9) (32.8) (-0.1) (36.0) (36.0) (---)
Corps of EngineersS.ceeecssscesssessacssvcccsene 1.7 1.9 2.1 0.2 2.0 1.9 -0.1
Energy Research and Development Administration. 2.3 3.1 3.1 * 3.8 3.8 ——
Environmental Protection Agency.eecececesscsens 2.0 2.9 2.9 _— 3.1 3.2 0.1
General Services Administration..eseeececccecss -0.3 -1.0 -0.8 0.2 -0.5 -0.4 0.1
National Aeronautics and Space Administration.. 3.3 3.2 3.3 0.1 3.5 3.5 -—=
Veterans Administration..cceescecesescsscescesscce 13.3 15.4 16.7 1.3 15.6 17.1 1.5
Foreign economic assistanC@.ceccecsccescscscnss 2.1 2.7 2,5 -0.2 3.0 3.0 *
Other agencieS.ieeseeccscsssrsrsonsccssssoncassans 15.1 17.7 17.9 0.2 19.6 18.8 -0.8
~Allowancesl....iiiiiiiineresrisinrnetcinasenaey = 0.7 -— -0.7 8.0 6.8 -1.3
Undistributed offsetting receiptS.iseeseseseees =16.7 -16.8 -14.1 2.8 -20.2 -20.1 0.1
TOtal.ueeseeocosnsasosnsnsecesnsnnssass 268.4 313.4 323.6 10.2 349.4 358.9 9.5

1

* Less than $50 million.
NOTE: Detail may not add to totals due to rounding.

Includes allowances for civilian agency pay raises and contingencies.
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National defensel...eeeeeveoesescevesccensannase
IBEStRtIons] ALLBITBccscnsnvmnenns dnansnonsse
General science, space, and technology.cecceeeces
Natural resources, environment, and energy.....
bt U E Bt o S R R S R SR S 0 O S e vy
Commerce and transportation....eescececcescscss
Community and regional development.eececsssscsss
'Education, manpower, and social serviceS.......
Bomlth. s snpaapssssvsrmnsvesnuassessnswsns sann
Income 8eCUrTEy. cinsnvis vavinm s e e aesssnssvesa
Veterans benefits and serviceS..eccesccescccans
Law enforcement and justice..ccececssccccsasans
General ROVEXNMETIE:, w5t et telsTalsioinre e nlevinretulalotn o siolnie
Revenue sharing and general purpose fiscal
ABS18tante, cusessssssvevsvovEcenvvressewis s
INEOYEBE o o sresreisisintnisiaioisisiosassinsminrersss osdinsvioinisininss o SAIR0S
AL GIT ¢ 00,0 % 0 % 3050 A I005 4S8 8 RER AN A B AR
Undistributed offsetting receipts:
Employer share, employee retirement..cccsec..
Interest received by trust funds..ccceoceess
Rents and royalties on the Outer Contimental
SHelf 1andss o5 e sisideieaivininiaesie s kstsmes coniecne

TOtal outlays.o.o...o0......--.-.0'0

Table 9

/9
7], |

Pl |

CHANGES IN BUDGET OUTLAYS BY FUNCTION {3 . Lt
(fiscal years; in billions of dollars) 91+
o1 g//
1975 ! %! 1976
1974 February Current ebruary Current
Actual estimate estimate Change estimate estimate Change
78.6 85.3 87.4 2.1 94.0 94.1 0.1
306 4.0 5.0 O-l 6.3 5'5 -008
4.2 4.2 403 0.1 406 4.6 T
6.4 9.4 Qe D=3 10.0 10.3 0.2
2.2 1.8 1.8 * 1.8 2.0 032
Il 11.8 12.6 0.8 13.7 15.7 1.9
4.9 4-9 4-6 —0.3 5.9 6.1 0-2
11.6 14.7 IQ.OL/ 0.3 14.6 1@.5' 2.2
22.1 26.5 "27.6 v 1.1 28.0 +*29.0 .1 1.0
84.4  106.7 109.1 2.4 "118.7 122.8‘\‘:5‘ 4.1
13.4 15.5 167 ¥ ;1.3 15.6 17.1 1.5
2.5 3.0 3.0 * 3.3 eeaey. 5,1 e
3.3 2.6 2.7|b3 Ao 3.1 3.2{“/,,} *
‘ %
6.7 7.0 7.0 3'{6 -— 7.3 7.3% *
2811 31.3 3102 —001 34.4 34.4 g
e 0-7 e -0-7 800 6'8 —1-3
—303 -4-1 "'4.0 Ool -3-9 -3-9 *
_606 —708 _718 * —8.3 —801 0.2
_607 -5-0 _203 2-7 -800 "8.0 oo
268.4 313.4 323.6 10.2 349.4 358.9 9.5

1

contingencies.

* Change of less than $50 million.

Includes allowances for civilian and military pay raises for Department of Defense.
2 Tncludes allowances for energy tax equalization payments, civilian agency pay raises, and

_sI_



Table 10

CHANGES IN BUDGET RECEIPTS AND OUTLAYS BY FUND GROUP
(fiscal years; in billions of dollars)

1975 1976
1974 February Current February Current
Actual estimate estimate Change estimate estimate Change

Receipts
Federal fundS..eeeevececcaocessssssssss 181.2 186.0 188.4 2.5 199.3 201.8 2.5
Trust fundS........-..'.......'.......- 10408 118.7 ll7u3 _104 12605 12504 _101
Intragovernmental transactionS.....vee. =21.1 -25.9 -24.7 1.2 -28.3 -28.2 *
Total...........-.......-...... 264.9 278.8 281-0 2.2 297-5 299.0 1.5
Outlays
Federal fundS.....vecesesscncsccenesess 198.7 229.0 237.1 8.1 254.2 259.7 5.5
Trust fundS.ceeecesuieeeeeecnoesasecsnns 90.8 110.3 111.2 0.8 123.4 127.4 4.0
Intragovernmental transactionS...eeee.. =-21,1 -25.9 -24,7 1.2 -28.3 -28.2 *
Totaleeeeoeesocssscannsesccsess 268.4 313.4 323.6 10.2 349.4 358.9 9.5
Surplus or deficit (=)
Federal fundS..-..-o.--.....-..o-.-.... —17-5 _43-0 —4807 -507 -54-9 —5709 _300
Tl’USt fundS.......-..-..-.......-...... 14-0 803 6'1 _2.3 3 l -2.0 —Sll
TOtal.....-.-.-.-.........-...- _3v5 _34-7 _4206 —7~9 "'51-9 —59'9 -800

* Less than $50 million.

NOTE: Detail may not add to totals due to rounding.
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BUDGET SURPLUS OR DEFICIT (-) BY FUND GROUP AND TYPE OF TRANSACTION

Table 11

(fiscal years; in billions of dollars)

1975 1976
1974 February  Current February Current
Actual estimate estimate Change estimate estimate Change
Federal funds
Transactions with the public...se0eee.. -2.8 -23.7 -30.5 -6.9 -33.3 -36.3 -3.0
Transactions with trust funds..ceeceee. =14.7 -19.4 -18.2 +1.2 -21.6 -21.6 *
TOtal..............-....-'.--'-‘ -1705 _43n0 _4807 _507 -54-9 _57u9 —300
Trust funds
Transactions With the public-o.u'ooco-o —0-7 -11.0 -1201 "'100 _1805 —23v6 —Scl
Transactions with Federal funds........ _14.7 19.4 18.2 -1.2 21.6 21.6 *
TOtal..........-.........-..... 14o0 8.3 6.1 -203 3.1 "2-0 —5.1
Budget total
Federal funds.o-ouu-'--'oooocqonoo-oo-o —1705 -43'0 -48-7 _5'7 _54'9 -5709 -3.0
TruSt fundS..o-..................--.o.- 1400 8.3 6-1 _2-3 301 -200 _5-1
TOtal-..-.-...-................ —3-5 —3407 —42~6 _709 _5109 -5909 —800

* Less than $50 million.

NOTE: Detail may not add to totals due to rounding.
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Table 12

CHANGES IN BUDGET AUTHORITY BY AGENCY
(fiscal years; in billions of dollars)

1975 1976
1974 February Current February Current
Actual estimate estimate Change estimate estimate Change
Defense and military assistance....ceeeecescces 88.9 90.8 90.2 ~0.6 106.3 106.3 -
Agriculture..veeeeceeesscsesssscrsnscnssssncnns 13.1 13.8 15.0 1.2 11.9 15.3 3.5
(CCC and P.L. 480).ccucucevcecsssccsoscanans (3.9) 4.9 .9) (--~) (4.3) (4.3) (---)
COMMeTCe,. e eessoosaonseasonccssssssnsnsasonsass 1.5 1.7 1.8 0.1 1.8 1.7 *
Health, Education, and Welfare.....-eecesesese. 100.9 114.0 116.6 2.7 120.4 119.9 -0.4
(Social security trust funds).eeeeeeseeesees (73.1) (82.9) (83.6) (0.7) (88.8) (88.0) (-0.8)
Housing and Urban Development....ceveceoscccncs 8.1 51.0 51.4 0.5 30.3 31.0 0.7
Interior.eereieesssecosssvssossconancssssonncns 2.0 3.9 3.9 * 2.5 2.5 *
Justice. i iseerrveororssercrsnsnsccssessssssnns 1.9 2.1 2.1 —_— 2.1 2.1 -—
- 1 o ) o 10.6 19.9 20.9 1.0 11.3 11.0 -0.3
(Unemployment trust fund)e.eeeeeesesonsocess (7.5) 9.7) (7.6) (-2.1) (9.8) (9.3) (-0.5)
StAlEeeivvneesesesnoseossssessasssssosasssnscons 0.8 0.9 1.2 0.3 1.0 1.0 *
TransSpOrtationN.escesssevcesessnscvnsaocsosssoanns 17.6 19.1 19.2 0.1 4.4 4.4 0.1
Tl EaSUT Y e eettessrosesssnanssosasovsssseansonass 36.0 39.7 41.4 1.7 43.6 43.6 -——
(General revenue sharing)..seeveececesevenaes (6.1) (6.2) (6.2) =) (6.4) 6.4) (---)
(Interest on the public debt)eceieereevosecss (29.3) (32.9) (32.8) (=) (36.0) (36.0) (---)
Corps of EngineerSeiesesesssocessssesssanseacons 1.8 1.7 1.7 —— 1.9 1.9 —_——
Energy Research and Development Administration. 2.5 3.6 3.6 — 4.2 4.2 —
Environmental Protection Agency....ceececescons €.0 4.2 8.5 4.3 0.7 0.7 -~
General Services Administration.ceeeecesesceses -0.5 -0.9 -0.7 0.2 -0.3 -0.2 0.1
National Aeronautics and Space Administration.. 3.0 3.2 3.2 - 3.5 3.5 ———
Veterans Administrationeseceecosesvecsoscosnnnes 13.9 16.0 16.8 0.8 16.1 17.8 1.7
Foreign economic assistance.seeescsess cscotenen 3.8 3.1 . 2.6 -0.5 3.0 3.7 0.7
Other agencieS..veeervererscesvsecesonscscascsansne 18.5 23.5 23.4 ~0.1 32.9 26.1 -6.8
A110Wancesl.e.eeeeeenererveeeenonnsnsenoceneens —-— 0.8 - -0.8 8.3 7.1 -1.2
Undistributed offsetting receiptS.iceeeeceeees, =16.7 -16.8 -14.1 2.8 -20.2 -20.1 0.1
Total.eeeseovenesesssossannsssssasss 313.9 395.1 408.9 13.8 385.8 383.8 -2.0

1 Includes allowances for civilian agency pay raises and contingencies.

* Less than $50 million.
NOTE: Detail may not add to totals due to rounding.
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Table 13

CHANGES IN BUDGET AUTHORITY BY FUNCTION
(fiscal years; in billions of dollars)

1975 1976
1974  February Current February Current

Actual estimate estimate Change estimate estimate Change

National defensel..............................

89.3 91.3 90.9 -0.4 107.7 107.8 0.1
International affairsS...veeveveesessesscscsones 5.3 4.9 4.7 -0.2 12.6 6.3 -6.3
General science, space, and technologV¥eeeeeecess 3.9 4.3 4.3 —-—— 4.7 4,7 —-—
Natural resources, environment, and energy..... 10.7 11.5 16.0 4.5 12.2 12.3 0.1
AgricUltUrEereriesosssersessescassnssssnssnncoss 4.5 5.9 5.9 * 4.3 4.3 -—
Commerce and transportationN...cceecccesvecsacss 23.5 28.9 29.5 0.5 6.6 7.0 0.4
Community and regional development...ceoeceesess 4.0 5.1 5.2 0.1 5.2 5.4 0.3
Education, manpower, and social services....... 13.2 14.6 16.9 2.4 13.7 13.8 0.1
Health..ieieeevesaeesseesocoscenssnsssnsssascnns 26.4 28.4 29.6 1.2 31.0 31.0 *
Income SecUritY¥eeececssescccensssorssvoscssosonass 95.2 156.1 158.9 2.8 135.3 138.1 2.7
Veterans benefits and services..eeeseceveccssos 14.0 16.0 16.8 0.8 16.2 17.8 1.7
Law enforcement and justice..iseesessevcccanene 2.6 3.1 3.1 * 3.2 3.2 -
General government..ieeecsenesessssvessvsssasoss 3.1 2.7 2.7 * 3.2 3.2 *
Revenue sharing and general purpose fiscal
aSSIiStANCe s rssessecsstssssnsscesscsssscnsnss 6.7 7.1 7.1 —— 7.3 7.3 *
Interest.cceseccccscccsssssncsssessnsssarenscescss 28,1 31.3 31.2 -0.1 34.4 34.4 ——
Al1oWancesZ.ueeeereeeeensecnsnsosacacsonsncases == 0.8 -— -0.8 8.3 7.1 -1.2
Undistributed offsetting receipts:
Employer share, employee retirement.....e.... -3.3 -4,1 -4.0 0.1 -3.9 -3.9 *
Interest received by trust funds....veeeeeee =6.6 -7.8 -7.8 * -8.3 -8.1 0.2
Rents and royalties on the Outer Continental
Shelf landS..ccceceeccrscascccevcasoascacess _=6.7 -5.0 -2.3 2.7 -8.0 -8.0 ———
Total budget authority..eeesessseses 313.9 395.1 408.9 13.8 385.8 383.8 -2.0

Includes allowances for civilian and military pay raises for Department of Defense.

Includes allowances for energy tax equalization payments, civilian agency pay raises, and contingencies.

* Change of less than $50 million.
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Part 2. Longer-Range Projections

The February budget presented longer-range (through 19801) projec-
tions in greater detail than was the case in earlier budgets. In addition,
the budget provided detailed economic assumptions on which the projections

were based. This section of the Mid-Session Review presents revisions

of these longer-range data.

Economic Assumptions

The current state of the economic forecasting art is much too crude
to attempt forecasts for the years beyond 1976. Indeed, as mentioned
earlier, the 1976 forecasts also involve a large degree of uncertainty.
Therefore, in Table 14, economic data for the years 1977 to 1980 are
derived using a simple extrapolation based on the 1976 forecast. The
projection assumes that real GNP grows at a rate of 6.57 a year -- the
same rate that was used in the February budget. While the data derived
from this assumption are provided in detail and as exact numbers, they
are based on extrapolation and are not, therefore, forecasts.

There is no intent to imply that the economy will follow this exact
path, nor that it is an ideal path. It may grow less rapidly in some
periods and more rapidly in others, and it is hoped that -- in general --

it will average better than is assumed by these data. The purpose of

1 Due to the change in the fiscal year established by the Congressional
Budget and Impoundment Control Act of 1974, fiscal year 1977 and subsequent
fiscal years will begin on October 1 of one calendar year and end on
September 30 of the following calendar year. Prior fiscal years, ending
with fiscal year 1976, began on July 1 and extended through June 30 of the
following calendar year.
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Presenting these assumptions is solely to provide a base for projecting
the budget. The projectioné indicate what will result under present
law and Presidential proposals if the economy follows a 6-1/2% growth

path -~ one that is not unreasonable judged by historical standards.

Budget Projections

The revisions in budget outlays, budget authority, and réceipts
through 1980 reflect:

-- the out-year effects of the changed economic
forecast for 1976;

-- actions by the Congress and the President since
February; and

—-— program experience since February.

Also presented in this section are two sets of projections required
by section 221(b) of the Legislative Reorganization Act of 1970: Projec-
tions of outlays under open-ended programs and fixed costs; and projected
outlays from balances of budget authority available at the end of fiscal
year 1976 for non-mandatory programs.

The receipts projections in Table 16 reflect the economic assump-
tions presented in Table 14 and assume current tax law, except for the
proposed modifications under the President's energy program. The outlay
and budget authority estimates in Tables 17 through 19 indicate the
degree to which resources would be committed by the continuation of
existing and currently-proposed programs at the levels curréntly recom-
mended for 1976. These projections are not intended as forecasts of

future receipts, outlays, or budget authority because no attempt 1is made
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to predict future decisions or their effects. Nor are the projections

intended as recommendations for future-year funding, since the continua-

tion of Federal programs and taxes is a matter properly subject to

continuous review in light of changing conditions.

Table 14

ECONOMIC ASSUMPTIONS FOR BUDGET PROJECTIONS1
(calendar years; dollar amounts in billions)

Assumed for Purposes of
Budget Projections

Item 1977 1978 1979 1980
Gross national product:
Current dollars:
AMOUNE . e vavncvsnsscascesssscnssonseese 91,891 $2,107 62,335 $2,586
Percent change..ceescssssescccssssasnce 12.6 11.4 10.8 10.8
Constant (1958) dollars:
AMOUNE .. veeveeereascssssssoseassssssossse $897 $956 $1,018 $1,084
Percent change...ceeeeceescsccscascansse 6.5 6.5 6.5 6.5
Incomes (current dollars):
Personal InCome....evecescvsvsossvvesesves $1,515 $1,689 $1,874 $2,078
Wages and salarieB..ececececvcsccocesssccss $978 81,09z $1,211 $1,344
Corporate profitS8..eessecscessvcccossssvescs $173 $193 $214 $237
Prices (percent change):
GNP deflator:
Year over year..ceesceesevessccossncoces 5.7 4.6 4.1 4.0
Fourth quarter over fourth quarter..... 5.2 4.3 4.0 4.0
CPI:
Year over year..ececeesessssscsssocsncne 5.3 4.4 4.0 4.0
December over December..ceccesescccccss 4.8 4.2 4.0 4.0
Unemployment rates (percent):
TOtAlseeesescsescssovssessoscssocscssanssns 7.2 6.5 5.8 5.1
INSUTEd2. e eeneeeasasnssasoassosccssnsasnss 6.1 4.7 4.0 3.2
Federal pay raise, October (percent)..eeeoss. 6.7 6.5 6.00 5.5

Interest rate, 91-day Treasury bills
(percent)B..............-.....-...-...-.’.... 5-1

1 Based on extrapolations using a 6.5%7 rate of real growth in GNP for

1977-1980.

2 Insured unemployment as a percentage of covered employment; includes

unemployed workers receiving extended benefits.

3 Average rate of new 1ssues within period.
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In general, the qutlay projections assume that program levels remain
constant except where they would change under current law or where there
is an explicit Administration recommendation to increase or decrease
program levels over time. One ekample is the anticipated increase in
energy research and development proérams between 1976 and 1977. Similarly,
while defense manpower requirements are assumed to remain constant, other
defense purchases are assumed to rise by 47 a year in real terms., The
projections allow for changes in beneficiary populations for programs
such as social security. Allowances are also made for future cost-of-
living adjustments to benefit levels, Federal pay raises, and other cost
increases. These allowances are consistent with the economic assumptions
outlined in Table 14 and with the effect of the proposed temporary 5%
ceiling on automatic cost-of~living and comparability pay increases

between 1975 and 1976.

Table 15

THE FISCAL OUTLOOK, 1977-1980
(in billions of dollars)

1977 1978 1979 1980

Outlays under current programS............. 388.4 417.4 443.0 467.3
Outlays under proposed pProgramsS...ceceecesss 9.9 14.3 15.1 15.5

Total projected outlaySeecesscesesesse 398.4 431.6 458.1  482.8

Receipts under current law..eeccececcsccces 364.0 416.4 466.4 517.2
EffeCtS Of energy tax proposals.-.-......-. +004 _4-2 _904 _1204

Total projected receiptSeececeeceesssss 364.4 412.2 457.0 504.8

Budget margin or deficit (—)..QQOOOUOOOQOOQ -3400 -1904 _1-1 +22.0
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Table 15, above, compares projected total receipts and total
outlays. The difference between these figures -- the budget margin --
is the potential budget surplus or deficit that would be expected to
occur if there were to be no tax changes, no new programs created, and
no discretionary program increases or decreases other than those

currently recommended.

Table 16

RECEIPTS BY MAJOR SOURCE, 1977-1980
(in billions of dollars)

1977 1978 1979 1980

Individual income taxeS..veesseossecsesseass 151.3 174.2 197.5 222.9
Corporation income taxeS..ececessescsescess 52.7 59.3 62.6 68.8
Social insurance taxes and contributions... 106.3 121.8 136.9 150.0
OLher e e e eeovososcsosensssesssacscsssasssans 54.3 56.9 60.0 63.1

Total receipts...'.................... 364.4 412.2 457.0 504.8
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Table 17

BUDGET AUTHORITY AND OUTLAYS BY FUNCTION

(in billions of dollars)

Description 1977 1978 1979 1980
Budget authority:
National defense........ccevvvvevenenns.. 119.0 128.8 138.8 147.6
International affairs..c.vecececececesan 9.0 8.9 8.5 8.1
General science, space, and technology.. 4.8 4.6 4.2 3.7
Natural resources, environment, and
EIIETEY e e eevnoovosaccsscosessnnsnsosnnnes 8.0 8.1 7.5 7.4
ABTiCULLUTE. v eeevsocnoocacncenscscacanss 2.0 1.9 2.1 2.1
Commerce and transportation............. 14.5 14.9 27.9 15.1
Community and regional development...... 5.8 5.6 5.8 5.9
Education, manpower, and social
SEIVICES.erranseoeesosossnosessonssenas 1302 13.2 13.2 13.3
Health........ Cetetieereinetactecesaess, 0.1 411 46,7 51.7
Income secUrityececececcssvescccssnsonesns 178.0  191.4 203.8 214.8
Veterans benefits and services....ceesse 17.0 16.2 15.7 15.3
Law enforcement and justice.....ceeveesn 3.3 3.3 3.4 3.5
General government....c.eoceeosccces ceses 3.6 3.6 3.7 3.9
Revenue sharing and general purpose
fiscal assistanCe..ecesccescccscoccncss 7.4 7.5 7.7 7.8
Interest.seseecesocncceccoccssccannsnane 38.9 40.4 41.4 42.4
AllOWaANnCEeS.seeecesssessosesocsassssscsans 13.8 16.7 19.6 22.5
Undistributed offsetting receipts....... -21.4  -22.2  -23.0 -23.8
Total budget authority.............. %52.0 484.0 527.0 541.1
Outlays:
National defense....eeos0ceveecceseessss 105.5 120.5 131.6 141.5
International affairs...ceceecesccccenss 7.4 7.6 7.5 7.3
General science, space, and technology.. 4.7 4.6 4.3 3.9
Natural resources, environment, and
ENEYEY e essrossvecosssvosesssssasssssanss 12.7 14.1 13.4 11.2
AgricuUltUre.csseecsccccesssscococencsses 2.5 2,2 2.9 2.9
Commerce and transportation.....ceeeee.. 16.1 16.5 15.8 15.5
Community and regional development...... 6.7 6.9 5.9 5.9
Education, manpower, and social
SErViCeS.ieicessscssessassssassnsecsossns 13.6 13.3 13.3 13.2
Health.sseeosaosoosoossccessencsssossnes 32.6 36.1 40.2 44,7
Income security...cceescvececesscsvseesss. 135.2 145.6 156.4 167.0
Veterans benefits and services......e... 16.8 16.0 -15.5 15.1
Law enforcement and justice.....cccoeees 3.4 3.3 3.4 3.5
General government..ceeceeecccoccccssces 3.5 3.5 3.6 3.7
Revenue sharing and general purpose
fiscal assSiStancCe...ceeeeeccesccscscoss 7.5 7.5 7.6 7.7
INtereSt..oesseveesoscccosssssssccansass 309 40.4 41.4 42.4
AllOWAnCeS..ssseoseseocsosnscascssosocsas 12.6 15.5 18.4 21.2
Undistributed offsetting receiptsS....... -21.4 -22.2 -23.0 -23.8
Total OULlaYSe.eveeoesceeeeneanness 398.4 431.6 458.1 482.8
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Table 18

BUDGET AUTHORITY BY AGENCY
(in billions of dollars)

Department or other unit

Budget authority:
Legislative and judicial branches............
Executive Office of the President.....cecesa.
Funds appropriated to the President..........
Agriculture:
Food stamps and other nutrition programs..
Other Agriculture.ccesecescesosessccscsnana

COMMETCe. caeeeeocsscocssscsccsssncscnsnse ceesen
Defense-Military:
Military retired pay.esecccecceccess cesene

Defense less retired pPayieerseceeeseoessoes

Pay and price increaseS.....ccesecccasacas
Defense~Civil..seeveceececasssecssossnsesnseanes
Health, Education, and Welfare:

Social secUrity..ceceeececconesscsssnocncns

Medicare..cceceascssssssescscocsscssnssone

Other Health, Education, and Welfare......
Housing and Urban Development...ceccceescseee

Interior ® 8 & 0 0 0 0 5 0 ¢ P S B O D OO S B OO B O OSSNSO 00000
Justice‘ * 9 0 & 0 00 2909 e 0 R .\. 9 0 0 & 5 8 ¢ % 0 P 0PSB e e
Labor:

Unemployment trust fund.e.ececeeenceicoceees
Other LabOY.e.sesvesossssoscasooccsssconssns

State......t.!l.....l....o.'.ll..‘ll.'......-
Transportation' @ 0 8 & O ¢ 5 0008 O E O 0 SO E OSSP S e Ot a e,
Treasury:

Interest on the public debteeseeeeeeananen

General revenue sharing.....cceeeoceceecces

Other TreasUrY.cseeesessesoscssccsossccsne
Civil Service CommisSSion.essecscscecsscncosen
National Aeronautics and Space Administration
Veterans Administration..ceccececccocccsocsces
Other agencieS.ceevevescesosoccovsasssrscscnncs
Allowances: .

Energy tax equalization paymentsS....ccce..

Other pay, price, and contingencies.......
Undistributed offsetting receipts..c.ceececeen

Total budget authorityececeeeeeeescss

MEMORANDUM
Federal fundS...ceveeeescesvvecsoscsscsososccsnns
Trust fundS.ceeereeceecescccesssscsccscsscanscasns

Interfund tranSaCtionS..eeecscecesescescssnccoes

Totaleeeeeecescasonncosososssosesnscne

1977 1978 1979 1980
1.4 1.3 1.3 1.3
.1 .1 .1 .1
7.4 7.0 6.6 5.9
9.0 9.2 9.7 10.0
4‘4 4.5 4.9 5'0
1.9 1.9 1.9 2.1
7.7 8.3 9.5 10.3
97.4 100.8 103.7 106.0
9.0 14.8 20.9 26.7
2.2 2.2 2.1 2.0
77.7 86.2 95.4 105.1
21.5 26.5 30.8 34.5
33.9 35.0 36.4 38.1
54.3 54.1 54.0 54.0
2.2 2.5 2.5 2.6
2.2 2,2 2.3 2.3
11.1 13.8 13.9 12.2
4.0 3.7 3.8 3.8
1.1 1.2 1.3 1.4
10.0 10.2 23.3 10.5
40,5 42.0 43.0 44.0
6.5 6.7 6.8 7.0
1.3 1.4 1.5 1.6
14.4 16.4 18.5 20.7
3.6 3.4 3.1 2.7
17.0 16.2 15.7 15.3
18.0 17.8 17.4 17.4
7.0 7.0 7.0 7.0
6.8 9.7 12.6 15.5
=-21.4 -22.2 -23,0 -23.8
452.0 484.0 527.0 541.1
339.8 355.8 384.8 387.4
145.9 160.8 177.8 193.9
=33.7 =32.7 =35.6 -40.2
452.0 484.0 527.0 541.1
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Table 19

BUDGET OUTLAYS BY AGENCY
(in billions of dollars)

Department or other unit 1977 1978 1979 1980
Outlays:
Legislative and judicial brancheS.:..eeeeeceess 1.4 1.3 1.3 1.3
Executive Office of the President....vcevc... .1 .1 .1 .1
Funds appropriated to the President.......... 6.0 6.0 5.7 5.4
Agriculture:
Food stamps and other nutrition programs.. 9.0 9.2 9.7 10.0
Other Agriculture....ceseceececseccecccane 4.9 5.2 5.8 5.9
COMMETCReesvecessssosocsssscossssosessossssessans 2.1 1.9 1.9 2.1
Defense-Military:
Military retired pPay..cceecececcecoccasass 7.7 8.3 9.5 10.3
Defense less retired payeeeecceasces cecsnsa 87.4 96.0 100.0 103.4
Pay and price increaseS....eecsceccccscsss 6.7 12.5 18.4 24,2
Defense=Civileceeerososesccscsnscascocesasans 2.1 2.2 2.2 2.0
Health, Education, and Welfare:
Social secUritYeieecseeescccscesoscscccnnnse 83.5 92.2 100.6 109.3
Medicare..ceeesessosesscccsscncsocscsscccancs 18.3 21.0 24.0 27.2
Other Health, Education, and Welfare...... 34.9 35.7 36.9 38.3
Housing and Urban Development....ececeeeeeens 8.2 9.3 9.6 10.7
Interior.ceeececassecaassvossssssscsscsscssnne 2.0 2,2 2.2 2.3
JUStICe. teerasssvessossosscssessocssecscascns 2.3 2.2 2.3 2.3
Labor:
Unemployment trust fund...eeeeeececoeceees 14,6 13.7 12.7 11.4
Other LabOT..eesosesccctsosssssssansscsnasse 4.1 3.7 3.8 3.8
o - 1 o 1.1 1.2 1.3 1.4
Transportation.cceescecesvcccoarsscessscconnaes 12.1 12.9 12.3 12.2
Treasury:
Interest on the public debt.....ceveercane 40.5 42,0 43.0 44.0
General revenue sharinge..ceoceeceeccccecsss 6.6 6.7 6.8 7.0
Other Treasury...ceecececctssccscsscssocncs 1.3 1.5 1.5 1.7
Civil Service Commission...cceocesccecssocces 9,2 10.3 11.4 12.7
National Aeronautics and Space Administration 3.6 3.4 3.1 2.7
Veterans Administration..cccscecoecccscocnsscs 16.8 16.0 15.5 15.0
Other agencCieS.ceeesssroocsttscescsccsnscansss 20.6 21.6 21.2 18.8
Allowances:
Energy tax equalization paymentS..e.seccee. 7.0 7.0 7.0 7.0
Other pay, price, and contingencies....... 5.6 8.5 11.4 14.2
Undistributed offsetting receiptS.cceeeesse.. =-21.4 -22.2 =-23.0 -23.8
Total outlayS.ceeeecescoeecsceeosses 398.4 431.6 458.1 482.8
MEMORANDUM
Federal fundsS.ceeeeseesceceosecsccossscocssseceass 289,9 310.0 327.4 343.2
Trust fUNdS.veeooeecccecoococsssoossscasssesssss 142,2 154,3 166.3 179.8
Interfund transactionS...ccecececesssasssscesses =33,7 =32.7 =35.6 =40.2
TOtalecsseoosssosonseseacas ceesessss 398.4 431.6 458.1  482.8



-28-

Projections of OQutlays for Open-Ended Programs and Fixed Costs

Section 221(b) of the Legislative Reorganization Act of 1970 requires
that the President transmit to the Congress 'summaries of the estimated
expenditures for the first four fiscal years following fiscal year [1976],
which will be required under continuing programs which have a legal
commitment for future years or are coﬁsidered mandatory under existing
law." Table 20 contains these estimates.

Table 20 indicates that benefit payments to individuals under exist-
ing legislation are projected to grow by roughly $16 billion a year from
1977 to 1980. Although legislation to renew the program is pending,
outlays for the existing general revenue sharing program are shown in
this table as dropping from $6 billion in 1975 and 1976, to $3 billion
in 1977, and to zero in 1978 because the current statutory authorization
expires after December 1976 and only the existing program is currently
"relatively uncontrollable." (In Tables 17, 18, and 19, however, the
program is shown as continuing uninterrupted through 1980.) Outlays for
other open-ended programs and fixed costs are projected to be relatively
stable.

As the footnote on Table 20 states, the estimates represent simple
projections of outlays under existing law. They are not intended to
predict future economic conditions; nor do they reflect possible increases
or decreases in the scope or quality of the program. Further, the
resources that might appropriately be applied in later years will require
a reexamination of the relative priorities of these and other Government
programs in the light of economic and other circumstances then prevailing.
Thus, the estimates do not represent a commitment as to amounts to be

included in future budgets.



Table 20

PROJECTIONS OF OUTLAYS FOR OPEN-ENDED PROGRAMS AND FIXED COSTS UNDER EXISTING LAWl
(in billions of dollars)

Category 1976 Tr. qtr. 1977 1978 1979 1980

Relatively uncontrollable under present law:
Open-ended programs and fixed costs:
Payments for individuals:

Social security and railroad retirement......... 76.3 20.9 87.9 96.8 105.3 114.1
Federal employees retirement and insurance...... 16.0 4.3 18.6 20.8 22.8 24.9
Unemployment assistanCe..ceicccsececssessaccscces 16.8 3.2 15.4 14.3 13.2 11.9
Veterans benefitS...ceeecscesrssscccssssssscesses 13.4 3.0 12.6 11.8 11.2 10.7
Medicare and medicaid.e.cveceecccssccsacccarcsonas 24,6 6.6 29,2 33.4 38.0 43.0
Housing paymentS..eccececesecsssescsossssscncsons 2.6 0.7 3.1 4.0 5.6 6.9
Public assistance and related programs.......... _18.4 4.9 19.3 19.9 20.4 21.0
Subtotal, payments for individuals..eeeese.. 168.2 43.6 186.2 200.9 216.5 232.5
Net interestecceccessccscescecasseosccesccconsncsansss 26,3 8.6 29.7 30.7 31.2 31.7
General revenue sharing (existing law only)...c.... 6.4 1.6 3.4 - - -—-
Other open-ended programs and fixed cOoStS.ceeeesess 9.8 2.8 10.7 10,1 10.7 9.6
Total, open-ended programs and
fixed costs, current law..ceceescssssscssess 210.6 56.7 229.9 241.8 258.3 274.8

1 This table is supplied pursuant to the requirements of section 221(b) of the Legislative Reorganization
Act of 1970 (P.L. 91-510). The estimates represent simple projections of outlays under existing law. They
are not intended to predict future economic conditions; nor do they reflect possible increases or decreases in
the scope or quality of the program. Further, the resources that might appropriately be applied in later
years will require a reexamination of the relative priorities of these and other Government programs in the
light of economic and other circumstances then prevailing. Thus, the estimates do not represent a commitment
as to amounts to be included in future budgets. \

NOTE: Detail may not add to totals due to rounding.
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Outlays from Balances of Budget Authority Available at the End of
Fiscal year 1976: Non-Mandatory Programs

Section 221(b) of the Legislative Reorganization Act of 1970 also
requires that the President shall transmit to the Congress ''summaries of
estimated expenditures, in fiscal years following fiscal year [1976], of
balances carried over from . . . fiscal year [1976]." Table 21 contains
these estimates,

The current estimate of the balances at the end of fiscal year 1976
for programs —- the outlays for which are controllable -- is $187 billion,
roughly $2 billion below the budget estimate. About $15 billion of this
total is in guarantee and insurance program balances, very little of
which is expected ever to be spent.

The spending pattern from the balances in other programs, which
amount to $173 billion, is fairly consistent among the programs. Not
surprisingly, the bulk of the spending takes place in the tranmsition
quarter and in 1977, and declines rapidly thereafter. On the average,
more than 14% is expected to be spent in the tramnsition quarter, 37% in
1977, and almost 16% in 1978.

Of the 1976 end-of-year balances in programs other than guarantee
and insurance programs, about 14% ($26 billjion) is expected to remain
unexpended at the end of fiscal year 1980. Slightly more than $1 billion
of the 1976 end-of-year balances are expected to expire (without being

spent) during the transition quarter and fiscal years 1977 through 1980.



Table 21

ESTIMATED SPENDING FROM END OF FISCAL YEFAR 1976 BALANCES OF BUDGET AUTHORITY:

NON-MANDATORY PROGRAMS
(in billions of dollars)

Federal guarantee and
insurance programs:
Reserves for losses and

Other unexpended
balances,

standby and backup authority June 30, 1976 Total

Total balances, end of 1976 (current estimate)........ 14.6 172.7 187.3
Spending from balances in:

Transition qlmrter.‘...l....'ll.......l.‘..l.'l.' .l 26.8 26.9

1977.tO.'.....O.l'l.......‘.....l'........'...Q.. .4 63'6 64.0

1978....‘..........I.l.........'.I............... .2 29.1 29.4

1979....‘...l.........'.O.'....l.....‘...'..'.'.. .2 ]‘.7.2 17.4

1980..0...l.‘..lo........l...tll'l.llll...l.ll..l .2 9.0 9.2
Expiring balances, transition quarter through 1980.... * 1.2 1.3
Unexpended balances as of end of 1980...00c0cceccccsan 13.3 25.8 39.1

* Less than $0.5 billion.

Note: Detail may not add to totals due to rounding.
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July 1, 1975

SAVINGS RESULTING FROM VETOES
(Net of Increases in Substitute Bills)

(In billions)
Trans.
1975 1976 Quarter 1977

Emergency farm price supports ....... -— 1.8 - a/
Emergency employment appropriation .. .7 1.5 .2 .4
New housing subsidies ...... cesecaens — .8 .6 .7
Strip mining, promotion of tourism .. _NE G L I G I B L_E
Total, to date ....veeeeeesnn ceen .7 4.1 .8 1.1

a/ Savings might be significant in later years, depending on extent
loan program is adjusted.
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REQUEST
MEMORANDUM FOR: JIM CANNON
FROM: SAM HALPER
SUBJECT: HOLDING THE S $395 BILLION BUDGET LINE

Lacking specifics on departmental or agency economics, I sidestep
complying with yéur October 15 request for three good_ideas to help
maintain the President $395 billion budget limit but L think I

have one idea: to create a climate of opinion in which the President's
campaign to cut entrenched, outmoded and unproductive programs would
be heeded by the nation and supported in Congress,

Right now I see two major obstacles that confront Ford's efforts
to economize in this areae, One is the rather general conviction
that Republicans are 'aginners when it comes to social programs,
a conviction that makes their efforts to economize in this area--
right or not--suspect and subject to misinterprebatien,

This conviction, historically not entirely baseless, imposes g
on the President the need to explain his views so reasonably and
per/suasively as to convert a large section of public opinion,
The President, however, has not been doing this, and that is the
second obstacle, Rather, almost uniformly his speeches have been
more combative than explanatory, more chagdlenging than persuasive
and uniting; the total effect has been more strong=sounding than
stronge If anything his addresses have tended to reinforce

the prejudices of the considerable number of Americans who
viscerally distrust the Republican intent on social issues,

Which is a pity, because he has a great cause, What is more,
Americans are coming increasingly to feel that much of the
FIR-Kennedy=LBJ New Deal=New Frontier-Great Society have, in the
Vice President's words over-promised and under=performed and,

in their course, debauched the social process and the national
economy, The onetime belief that with good intents and enough
money we can lick our social problems is just about coming ¥o

an end and one sees it is in the increasing number of Democrats
and liberals who have crossed over or are in the process of

doing so: Mo Udall, Sen., Muskie (Washington Star, Oct. 16, page one),
Demeoragic Governors Carey ("The days of wine and roses are over"),
Lucey, Dukalﬁ.s, Lamm, Jerry Prown, Sargent Sheiver joins the
parade, saying of Gov, Brown s views that "I agree wbth him,"™

John Osborne in the Oct, 16 New Republic reports that Peter Schuck,
Consumer s Union man in Washington, says much the same >

thing "™that one hears at the Ford Whije House.™ Even a # nut like



Halper to Cannon--2

Pete Hamill wrote a huge, muddled piece in the Sept, 29 Village
Voice, headlined on® page one: "WELFARE MYST BE ABOLISHED,"
with an accompanying Village Voice cartoon in the body of his
article, showing a New York workingstiff carrying on his

bended back a kinky-haired pregnant mother with another

babe in arms, a black, 8 Puerto Ricans, politicians,

I suggest that rather than making chail:&lng speechents

that get backs up, that the President take the head in what is
becoming the new consensus, Specifically, I suggest a major

low key speech to the ) < people
patiently setting forth the national problem, naming the programs
that have become <@ redundant, the ehclaves of ripoff, the
ways in which @ socialyysssagsmme programs have more and more jgone
to subsidize the middle class rather than the poor--illustrating
all this with details and ¥l 2nd with anecdotes, quoting
experts --and letting the sweet reasonableness of his position

get through, the facts do the arguinges Such a major speech,
followed up, should go far to displ the notion that Ford

is using the budget crunch to administer another Republican

kivk to the groin of social grogress and to counter the

street godpel that "Ford is with the ¥l rich,"

Such a speech could make Congress more responsive to his proposals
for changing the one lineup, line up support _to sustain his vetoes
in this area and maybe even help keep the §pgnding down to

CBV95 billione

I should like to help write such a speech and if you agree where
do I gather the instances, the facts, the anecdotes, the experts!
views, anecdotes, human material? From the

Domestic Council Staff?

Departments and Agencies?

OMB?

Kpprove

Disapprove

(Note: Could you give me some time to talk with you about what I have
done with the other three spexh topics: 1) Where the US is, where it is
doing, where it ought to go--am historical viewsw; 2) The Coming Change
in American Life; 3) Free Enterprises)



THE WHITE HOUSE

WASHINGTON

October 15, 1975

MEMORANDUM FOR DOMESTIC NCIL STAFF

FROM: JIM CANNON MC__,

Each of you should study the President's speech of
October 6, 1975, the fact sheet and the Q's & A's.

This Presidential decision is central to all we do
in planning for next year's SOTU message and legislative
programs.

By Tuesday, October 21, I need from each of you at
least three good ideas about how we can help the

President maintain the $395 billion spending level
and at the same time improve the effectiveness and

efficiency of Federal programs.

Attachments
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Good evening. I have asked for this opportunity
to talk with you tonight because it is important that all of
us begin facing up to a fundamental decision about our
Nation's future. ' ‘ o '

For several years America has been approaching
a crossroads in our history. Today we are thére.

To put it simply, we must decide whether we shall
continue in the direction of recent years the path toward bigger
Government, higher taxes and higher inflation or whether we
shall now take a new direction bringing to a halt the momen=-
tous growth of Government,restoring our prosperity and
allowing each of you a greater voice in your own future,

Tonight I will set forth two proposals that,
taken together, as they must be, represent the answer I believe
we must choose,

First, I propose that we make a substantial and
permanent reduction in our Federal taxes, and, second, I
propose that we make a substantial reduction in the growth of
Federal spending.

Let me emphasize at the outset that these proposals
must be tied together in one package. It would be dangerous
‘and irresponsible to adopt one without the other. I will
not . accept that as an answer for our future.

I want these proposals acted upon together by the
Congress. Together they represent one central and fundamental
decision that America belongs to you, the people, and not to
the Government, :

MORE

(OVER)
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, . Each of you knows from experience about your
economic problems of recent months, you know what it means to
pay more and more of your income just to feed and clothe
your family, to get to work, and to maintain a decent
home. You know the fear that strikes the human heart when
a friend or a member of your family is laid off work and you
know the anxiety that comes when these forces seem-beyond
your control. o

None of us wants to repeat the experiences of the
past year., We want steady prices, we want steady jobs and,
above all, we want a chance to get ahead again,to know that our
destiny lies in our own hands and not in Washington or some
other far away place.

V _ Fortunately, there are encouraging signs that we
‘have weathered the worst of this economic storm. The recovery
‘that began this spring is now gathering momentum. If we act
wisely, it will continue on an upward path with more jobs

and more stable prices. '

 Yet we should not be deceived. All of us must
" recognize that just berieath the surface there are still
deep~seated problems in our economy.-- problems that have
~ been buflding up over the years and will not quickly or
easily disappear.

" We must attack the underlying causes of ‘our economic
problems. We must get at the roots of our difficulties.
We must find answers that serve us not only this year but
for the years to come.

The President and the Congfess'wbrking‘tqg?Fhef
have the power to help. I know that because in WashlngFon
much of America's vitality and prosperity have been drained
away. It is here that one big spending program after another
has” been piled on the Federal pyramid taking a 1arg§r.share of
your personal income and creating record budzet‘defiq;ts:aﬂd
inflation. Here a massive, often too zealous bureaucracy has
been erected that has become too involved in trying to run
too much of your daily life.

Over the years these excesses have played a major
role in driving up prices, driving up interest rates and
holding down jobs. We do not have to look far for our
underlying problems. I

Much of our inflation should bear a label "Made
in Washington, D.C,"

As we emerge from this recession,we fac? the basic
choice: Shall we continue these patterns in Washington O
shall we set off in a new direction? We cannot do both.
We cannot go down both roads at the same time. We must choose.

MORE
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Tonight, I propose peymanent tax reductions totaling
$28 billion-- the biggest single tax cut in our history.
Earlier this year the Congress passed, and I signed, a temporary
tax cut covering calendar year 1975. That temporary law will
expire at the end of this year and,unless we act now, your
taxes will go up again in January. I am proposing that we
sweep away that temporary law and replace it, effective
January 1, with a permanent Federal income tax cut that will
be both larger and more equitable.

Three quarters of this permanent reduction will be
for individual taxpayers and the chief benefits will be
concentrated where they belong, among working people, The
industrious working men and women of this country are the
backbone of America. We cannot continuously ask them to
bear an unfair tax burden., I propose that we lighten the tax
load for them and for all other Americans in three ways:
by raising everyone's personal tax exemption from $750 to $1000;
by making the standard deduction for single taxpayers a flat
$1800 and for every married couple $2500, and by lowering our
basic personal income tax rates.

Together these measures will not only decrease
everyone's taxes but they will aslo help to make up for the
ravages of inflation. They will simplify the tax returns for
millions of Americans. The total package represents a substamtial
reduction below the rates that will otherwise take effect
this January. Under my proposal, a typical family of four
earning a total of $14,000 a year would get a permanent tax
cut of $412 a year, a 27 percent reduction.

The other quarter of the tax reduction will de
directed at business in a way that creates more jobs. If
companies and plants are to regain their footing and to
hire more employees in the future, they must have greater
incentives for investment.In order to create jobsj,and good jobs,
this country must build new plants and new equipment and
we must have a growing economy. The tax cuts that I propose,
including a permanent increase in the investment tax credit and
a two percent reduction in the corporate tax rate, are
specifically designed to increase employment, We must recog-
nize that cutting taxes is only half the answer.

If we cut only taxes but do not cut the growth
of Government spending, budget deficits will continue to
climb,the Federal Government will continue to borrow too much
money from the private sector. We will have more inflation,
and ultimately we will have more unemployment,

Substantial cuts in your taxes must be tied to
-substantial cuts in the growth of Government spending.
Anyone wic lLac followed the upward leap in Federal spending
can only shake his head in astonishment.

MORE
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Back in 1962, the Federal budget for the first time
in our history ran over $100 billion. In only eight years
the budget doubled in size. In the coming fiscal year unless
we act it will double again to over $400 billion.

_ One of the reasons for this horrendous spending
growth is that much of the increase in each year's budget

is required by programs already on the statute books. Many

of these increased programs were first enacted years ago,

and while individually they might have appeared manageable
then, today ~- taken together -- they are out of control. They
are like a freight train whose lights were first seen far off
in the night. That train has been coming closer and closer
and now it is roaring down upon us. If we don't slow it down,
Federal spending next year could easily jump to more than

$420 dbillion without a single new Federal program.

Therefore, I propose that we halt this alarming
growth by holding spending in the coming year to $395 billion.
That means a cut of $28 billion below what we will spend
if we just stand still and let the train run over us.

More importantly, it means almost a dollar-for-dollar
cut in taxes and spending. For every dollar that we return to
the American taxpayer, we must also cut our projected spending
by the same amount. If we allow polities as usual to prevail
in the Congress, there will be a temptation to overwhelmingly
approve the tax cuts and do nothing on the spending cuts.

That must not happen.

I will go forward with the tax cuts that I am
proposing only if there is a clear, affirmative decision by
your representatives in the House and the Senate that they
will hold spending next year to $395 billion, I will not
hesitate to veto any legislation passed by the Congress
which violates the spirit of that understanding.

I want these actions to be a first step, and they

are a crucial step, toward balancing the Federal budget
within three years.

In January,l will propose to the Congress that many
of our current spending programs be revised, consolidated
and held below their projected levels. When I do, you will
hear loud protests from one group after another contending that
Washington should keep up an endless flow of subsidies. But
we have to face hard reality: our financial resources are
limited. We must learn to live within our means.

MORE
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Spending discipline by the Federal Government must
be applied across the board. It cannot be isolated to one
area such as social programs nor can we completely insulate
any area such as defense. All must be restrained. I believe
that your Congressmen should stop trying so hard to find new
programs that spend your money and get to work figuring out
how to make the Government work better for you. They should
get rid of the programs that don't work in order to make room
for those that do.And,in the process,we can begin cutting
back the swollen Federal bureaucracy.

I want to work with the Congress and with you,
the people, to insure that those who deserve the help of our
Nation continue receiving that help. The elderly, the poor
and the men and women who have bornme our Nation's arms.
Also, I will not permit reductions in our military budget
that would jeopardize our national security, We must
maintain a strong economy and a strong national defense.

Sometimes when fancy new spending programs reach
this desk,promising something for almost nothing
and carrying appealing labels, I wonder who the supporters
think they're kidding. From my visits with the American
people, I find many of them believe that what the Government
puts in your front pocket, it slips out of your back pocket
through taxes and inflation. They are figuring out that they
are not getting their money‘'s worth from their taxes. They
believe that the politics of Federal spending has become too
much of a shell game. And I must say that I agree with them.

America's greatness was not built by taxing people
to their limits but by letting our people exercise their freedom
and their ingenuity to their limits. Freedom and prosperity
go hand in hand. The proof is there to see around the world.
Only by releasing the full energies of our people -~ only
by getting the Government off your back and out of your pocket --
will we achieve our goals of stable prices and more jobs.

I deeply believe that our Nation must not continue
down the road we have been traveling. Down that road lies the
wreckage of many great nations of the past. Let us choose
instead the other road, the road that we know to be tested,
the road that will work.

As your President, I cannot take this journey alone.
I need the help of you, the American people, to persuade
your Congressmen and your Senators that you want the growth
in Government spending cut so that your taxes can be cut now.
I need the help of the farmer in Iowa, the housewife in
California, the retired couple in Florida, the small business-
man in New Jersey, the student in Texas -~ all of you. This
must be a national effort. America should not belong to the
Government,but to the people. You can serve the Nation by
helping us make the right choice for the future.

Thank you, and good evening.

END (AT 8:20 P.M. EDT)
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MR. NESSEN: I don't know who the 1éader of this
group is.

SECRETARY SIMON: I will start.

You know the President has been working for several
weeks on questions relating to Federal taxes and spending.

Tonight, he has asked for television time, which Ron just
spoke to.

Fzrst, as you can see from the fact sheets, the
Preszdent is going to propose a substantial and permanent
reduction in Federal taxes, going far beyond the temporary
tax cut that expires at the end of .this year. The total
cut will beapproximately $28 billion, approximately three=
quarters for indivdduals and one-quarter for business.

Secondly, he is geing to propose a substantial
reduction-in Federal spending, below those levels that are
projected for fiscal year 1977. Jim Lynn is going to
elaborate in a second, before your questions.

Federal spending will, in fiscal 1977, easily
surpass $420 billion unless affirmative action is taken, and
taken right now. The President is asking that the spending
be held in fiscal 1977 to $395 billion, a reduction of an
equivalent amount of $28 billion.

MOPE (OVER)
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I want to emphasize how important it is that
everyone understand that these two proposals are regarded
as one package. The President is going to ask Congress
to act on them both now, and he is insisting that only if
Congress 1is willing to adopt a spending ceiling for fiscal
1377 wiil he go forward with these major taxcuts.

It would be dangerous and irresponsible to cut
taxes androt cut the growth in Federal spending.. That would
only %eave us with huge deficits, higher interest rates and
more inflation and eventually more unemployment.

So, the two proposals are inextricably tied
together, and we are presenting them as one single package.
Together, they are designed to return more economic decision-
making to our private sector.

The President is going to address more fully
tonight why it is important to halt the trend toward big
Government in this country. In this session, I want to talk
more specifically about three particular advantages of this,
what we consider balanced fiscal package: the economic
advantages, the financial advantages and the psychological
advantages.

First of all, on the economic side, in the short-
term this package will provide us with a stronger foundation
to sustain the momentum of our current recovery. In the
long~term, the discipline imposed upon the growth in. the
budget will reduce the inflationary pressure generated by
Federal spending. )

There can be no question that curbing the
explosive growth is an essential weapon in the long-term
fight against inflation. Furthermore, by reducing taxes,
as well as spending, we will also encourage greater savings
and investment, a process that is imperative if we are to
create jobs and increase productivity and increase real
earnings in this country. |

In short, it is going to provide a higher standard
of living for all of us.

Second, this program will improve conditions in the

financial markets. By tying spending cuts to tax cuts, the
President is insuring that duringthe next few years our budget
deficits will be progressively smaller and the Federal
Government will not soak up as much money through borrowing

in our private capital markets.

For all practical purposes, too many small- and

medium-sized businesses are crowded out of our capital
markets today. By reducing Federal borrewing, the Government

will reduce the upward pressure it places on interest
rates. Lenders are going to be more willing to lend long-

term and more private borrowers are going to gain access
to the credit markets.

MORE
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. Again, this process is essential for assuring

long-term economic growth. As the President will say
tonight, our ultimate objective is to bring the budget into
balance thhln three years,

Psychologlcal' Finally we have to take into
account the public's perceptlon of Government itself.
Clearly, public confidence in the Government's ability to
reduce inflation has been eroded by the last decade of huge
increases in Federal spending, along with the huge increases
in our budget deficits.

Over time, that process has built inflationary
expectations into all of our society. The President is =
intent upon changing those expectations through this
porgram and further efférts in“the futuree

Let me re-emphasize the determination of the
President and the full Administration to stop the uncontrolled
growth of Government" outlays and to return to the American
people more of the decision-making on how their incomes are
going to be spent.

Unless action is taken, Federal Government spendlng
can be expected to increase by approximately $53 billion in fiscal
1977. Outlays as a share of GNP will continue to rise.
Outlays in fiscal 1977 would reach $423 billion. Roughly,
four and a quarter times higher than outlays Just 15 years
ago.

The President's program is designed to restrain
this growth and to reduce the share of GNP going into the
Federal Government. This plunging process is vital to the
economic and financial well being of our people.

I might add that in my recent testimony before
the Congress, I have been heartened by the desire expressed
by both budget committees to work with us in holding down
spending and holding down the attendant deficits.

We hope that the full Congress is now going to
join with us in adopting this very important package that
the President is submitting.

Now Jimmy would like to, I am sure, address the
expenditure side,

MR. LYNN: Bill, I think you have covered it
sufficiently for openers. I would, kind of reversing the
roles a little bit, draw your attention specifically to the
tables that are included in the fact sheet showing the
impact on the various families.

MORE
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What we have here is a situation where practically
dollar for dollar, if you compare the 1974 law before the 1975
temporary cuts were put in, of a dollar for dollar reduction
in the expenditures from where they would have gone without
restraing for a comparable amount of bemefit on the side
of tax reductions, o

I think at this point, unless Alan, you have some=
thing to add, why don't we let these ladies and gentlemen
ask their questions. That is the most important thing.

Q On those very tables you mentioned, can
we have some figures below $5,000 of income, and why weren’t
they supplied in the first place? :

MR. WALKER: I think we have them not below $5,000
because of the non-change that is involved there.

Q Not for single people. There are chamges, some
of whom are tax exempt now, and I am wondering if they .
would still be tax exempt under this proposal?

MR. WALKER: I can see that.

SECRETARY SIMON: I can show you that, Eileen,.
because I have a table that shows you the new tax exempt
income for singles and marrieds.

Q Mr. Secretary, you say these proposals of
tax and spending ceilings are linked. Are they going to
be linked in their presentation to the Hill, and is there
any way that this can be done through the statutory
provisions? ‘

SECRETARY SIMON: What the President is going
to do is urge the Congress to adopt a spending ceiling
for fiscal year 1977 of $395 billion. At that point, he
would accept the tax reduction as outlined here on the

tax side.

Q Is the President going to save $28 billion?

Q Will it be something informal? You are not
going to propose a tax bill to Ways and Means that would
have a spending ceiling tied into it?

SECRETARY SIMON: The Ways and Means Committee
will be told the conditions under which we would accept
this type of a tax proposal, that is correct.

Q Does that mean that if the Congress will not
vote your ceiling that the President will oppose and perhaps
veto tax cuts in the coming election year?
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SECRETARY SIMON: If the Congress rejected the
notion of putting a $395 billion spending limit on the
fiscal 1977 budget and sent down a tax bill here, in this
regard this President would veto it.

Q . Can I follow that? From a practical stand-
point, however, isn't it likely that we would act on
the tax cut this fall? They don't have to take up the
question of the ceiling until next year.:

SECRETARY SIMON: I want Jimmy to talk to thlSJ
too, - We think they have got plenty of time in the three
months that are remaining. They have been working for
several months, the budget committees, on fiscal 1976.
They have the figures for 1977. We are going to be
delighted to work with them on processes.

MR. LYNN: I suppose they could do almost anything,
you are right. They could delay, but it seems to me the
delay will cost the taxpayers money. What our hope would Dbe
is that they take action on both sides of this equation now
so that the taxes can take effect -~ the cuts could take
effect -~ as of.January 1.

Q- The questlon did not suggest that they would
delay on voting the tax cut, but after all, they, just
within the last few weeks, set the ceiling on fiscal 1976,
.didn't they? So, is it reasonable to expect them to set
a ceiling on fiscal 1977 this fall?

MR. LYNN: I most certainly think it is. First,
let me say I have been testifying before the Congress that
one of the things that have disturbed me so much is that
I see consideration of various programs before ‘the' Congress,
including consideration of extension of the tax cut without
any flgures being. explored with respect to what the effects
are in fiscal year 1977.

Just to give you an example, the President vetoed
the education bill. The effect of that override of his
veto is to add almost $1 billion to expenditures in fiscal
year 1977,

We don't see, frankly, how they can take action
with respect to the taxes without settlng for themselves
‘now a target, as we have done.

Q Mr. Lynn, you have got $53 billion worth of
expenditures detailed here. Are 'you now, or is the President
later, going to send up a list of specific cuts of the total
$28 billion, or are you leaVing that all to the Congress?

MR. LYNN: Oh, no. Of course we will. We are
doing that in the budget process. What we are doing now is
our usual budget review that occurs this time of year. This
budget will be presented to the President, he will make his
changes in it, and all of those cuts will be expressly set
forth in his January budget for fiscal year 1977.
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Q In order for Congress to take action now,

don't you have to provide a list of where you want the
$28 billion cut? ' : '

MR, LYNN: No, I'don't think so. My own feeling
about that is that Congress can adopt an overall ceiling
to show their concurrence with this approach of trying to
moderate the growth of Government and give the American
taxpayers a break without having their detailed make-up.
We have dong enough work in the course of the last months
to see that it can be done. Now, very frankly, the
exact ways that it should be done should be to determine
in concert with the departments and agencies

They have a principal role here and we want to see
that they play those roles and will develop that budget
just like the budget committees will be working on details
of their budget when they see the President's budget.

All we are asking at this point is that they adopt
an overall ceiling, not the make-up of that ceiling.

Q Mr. Lynn, as you know, many previous
Administrations have been frustrated by trying to impose
a firm ceiling on Congressional spending and I suppose one
reason for that is that many of these spending programs
are open-ended in their appropriations impact. How do you
specifically plan to deal with such problems whereCongress
authorizes spending under a program and sets no ceiling
as long as people qualify?

MR. LYNN: You mean so~called entitlement programs
where anybody that qualifies can come in.

I think what it takes in that area is legislative
action., It takes affirmative legislative action. You are
absolutely right, that does not lie within the control of
the President. That is why he is calling on the Congress
to join him in this effort.

This cannot be done by the President acting alone,
it does require the cooperation of the Congress.

Q  Mr. Simon, glancing quickly at the figures
here, it does seem that the higher the income, the largey .
the tax reduction, and it also seems that a special provision,
such low income allowance from the 1975 laws, is now beilng
eliminated. 1Is that the general thrust of this proposal
by the President?
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SECRETARY SIMON: In general., You have to go through
and take a look at the singles and the marrieds and how the
various dependents are affected. Basically, the maximum
benefit does not come at the maximum income. With the cut-
off the maximum benefit is approximately the $25,000 income
~level and, naturally, there is some flow-throu-  effect from

(A) a combination of the 1975 tax reduction, plus the mag-
nification. »

Now, let me explain to you what magnification is.
The 1975 tax reduction was for an 8-month period; that was
$8 billion for individuals. In order to annualize it for
a l2-month pericd we had to make it $12 million so that
is 50 percent larger. We then added, of course, the $8.6
billion more and provided this restructuring, removing, as
you asaid, Phil, that to simplify, just have a 31ng1e
standard deductlon.

) Q ‘Mr. Simon, does this package have your full
support? R . T S .

SECRETARY SIMON: Wait a minute., Alan wants to
add something to that.

MR, GREENSPAN: "I think if you will take the
percentage changes in tax liability, they start the highest
at the lowest level and they proceed downward thereafter
throughout the whole tax schedule so that I would say the actual
percentage change in taxes is very small at the bottom end
of the scale.

SECRETARY SIMON: Let me give it to you in the
zero to $5,000 area, the percentage reductlon in tax liability

is 61.3 percent.
Q Compared to which year?

SECRETARY SIMON: That is with the tax reduction
proposals at 1975 levels of income, Eileen.

Q But compared to 1975 law or =--

SECRETARY SIMON: That is compared to the 1972-4
law before the 1975 change. - |

$5,000 to $10,000 the tax reduction in tax liability,
35 percent; 23 percent in the $10,000 to $15,000; 17.7 in
~the $15,000 to $20,000; and 11. 7 in the $20, 000 to $30,000
so that you can See‘e-

Q Let's have that compared to the 1975 law.

Q  Are you talking abﬁut the dependents now or
single? '
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_ o SECRETARY SIMON:  That is the income dlstrxbutlon
- of the President's tax reduction proposal. That is- overall,

Q  What was theulast figure?

1,

SECRETARY SIMON: 11.7 in “the $20,000 to $30,000.

Q Can we have those compared to present law,
that is, 1975 law?

MR. GREENSPAN: It will show the same.
Q . Let's have the numbers.

‘ SECRETARY SIMON: We don't have the numbers
compared to the 1875 law. We have it magnlfled but that would
not show the same as the 1975 laws that exist .today. We have
it magnified to the -- you know, adding the $4 billion, the
50 percent on and the percentages change at that point but
still heavily weighted and we only have it on the percentage
reduction ~=- no we don't have the specific one you say to
the existing 1975 tax law.

Q Are all these cuts permanent or only some of them
permanent and some of them temporary?

SECRETARY SIMON: No, thls is a permanent tax
reduction recommendation by the President.,

Q Mr.ASecretary, whéf is the economic situation
that has caused you to decide not only to continue the 1975
tax reductions but to increase them sqbstgptially?

SECRETARY SIMON: When we talk abput the
economic situation, what we are trying to do,as I say,
is control the explosive growth,as I said in my opening
comments ,and in Federal spendlng.

Q That 1s nine months after the start of the
calendar year,

SECRETARY SIMON: We are talking about fiscal
year 1977 as well.gnd: I, myself, have always personally
favored tax reductions to return the dec131on-mak1ng
back to the American people if at the same time we can
have a 31mu1taneous reduction in expendltures, permanent
reductlon.

Q  But the permanent reduction, as,Ijupderstand
the program, does not apply to the months immediately ahead.
It only applies to fiscal 1977.

SECRETARY SIMON: No. Obvlously the six months

llmmedlately ahead for the half a 'year would be a continuation.
No, until July 1.
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Q Don't you have a transition quarter?

q SECRETARY SIMON: Well, the investment tax. credit
of course is 1977. ‘

Q Doesn't fiscal ;977 start October 1?
MR. LYNN: October 1 of next year.
'Q  So it is nine months.-

- Mr. Simon, could you tell us then what the ]
economic factors are that would make you decide to do thzs?

SECRETARY SIMON: Well, I tried to outline it.- that
there were economic and psychological and, of course, .
financial market-related reasons why we should reduce this
growth in spending and reduce the deficit,as I said in my
opening remarks.

Q Well, does the recovery seem inadequate?

‘ SECRETARY SIMON: No, it most certainly does not.
As I believe Alan's last report, the third quarter growth
will be reported in the next couple of weeks and is going to
show strong real growth -« I think stronger than anyone had
originally predicted, and that redl growth is projected.

The average real GNP growth through June 30, 1976,
we can say is still roughly 7 percent.

Q Mr. Secretary, did I understand you correctly
earlier that you said the President would veto a tax cut
if 1t were not accompanled by the other? :

SECRETARY SIMON: That is correct. If the Congress
sent down a tax reduction for a year or permanently in the
absence of adopting a spending ceiling for fiscal 1977 of
$395 billion, he would veto it.
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. ) Q Aren't you almost certainly getting into a
situation, given the way the whole tax thing has gone so far,
the way the whole energy thing goes, that you will get a
proposal from the Congress for a tax cut of at least as large
as yours, possibly larger, and heavily weighted to the bottom
of the scale, and you will get the other deferred completely
from consideration until some later date so you won't have
4 y25 or no and you will sit in this limbo and then the
President has to make a decision?

SECRETARY SIMON: I would certainly hope you are
wrong, and as I say, the President has made a decision as
far as what he would do, if indeed that happened, and a
~tax bill came down. I think that (a) the way this tax
proposal has been structured, and (b) the nezd for a curb
in Federal spending is well recognized on Capitol Hill,
as it isin the Executive Branch of Government, so I am
optomistic that we are going to get some action on a
$325 billion spending ceiling.

Q What form would the spending ceiling take?
Would it be a budget resolution to the procedures that
are now in place?

SECRETARY SIMON: Yes, it would be what, the
second current --

MR. LYNN: I would think they could do it any
number of ways. One way would be by a resolution of the
Congress, Another way would be in the preamble to the
tax legislation., I would not purport to tell or even
suggest the manner in which Congress can do it, but I am
certain there are a number of ways that they can do it.

Now, it is the matter of their will to do it if
they decide to do it. If a majority of both Houses decide
~to do it, they will find a way to do it, and there are ways
available,

Q The Budget Reform Act reserves jurisdiction
in the Senate and House budget committees. The Ways anq
Means Committee does not have anything to do with spending.

MR. LYNN: Again, I would hope that what we will
see in the Congress is a coordination of those efforts. As
I have said, even in testimony I believe it was before the
House side that one of the things that bothered me was that
we were seeing a mark up with regard to a tax extension at
a time prior to even the mark up for fiscal year 1976 on
the budget side and on the second concurrent resolution.

I happen to feel you have got to look at 1977
numbers every bit as much as you have to look at 1976
numbers when you are deciding what the taxation structure
ought to be from here on out, and that decision is before
Congress because the old temporary cut runs out December 31.
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Q Would you buy a sense of the Congress reso-
lution, or would it have to be binding law? ‘

MR, LYNN: Look, after all,the budget resolutlon,
for example, is a sense of the Congress in the sense that
they are setting their preliminary target for the existing
'year. I would suggest they can use the same procedure
that they have used for their budget resolution process,
if that is the way they care to do it, but we certainly
would not want to suggest that one way or another 1s
absolutely essential.

So long as that signal comes through strongly from
the Congress to the American people and to the President that
they are willing also to work to keep that $395 billion
ceiling, that will do the trick,

Q Mr. Secretary, éould I come back to Joe
Slevin's question?

Q Mr. Secretary, the ceiling you are recommending
does not become effective until the fiscal year beginning
October 1, 1976. What effect, if any, do you suggest this
should have on appropriations matters before the Congress
for this fiscal year current and for the interim period
between July 1 and October 1? Wouldn't that require
some cutback so you have an estimate?

MR. LYNN: As you know, we already still have
before the Congress requests for reductions from what a
current services path would take you or even more from
the path Congress seems to be on on both the authorization
bill and appropriation bills. I would hope that at the same
time -~ or I should say in keeping with their agreement to
also work with us on the $395 billion ceiling -- they would
start looking very hard and adopt the kind of proposals for
moderation for 1976 that we have proposed.

As you know, now that we are well into the fiscal
year, a number of those can't be recaptured for the period
of time that has already elapsed, but there is still plenty
of room for them to exercise budget restraint for the
rest of the year, and we would urge them to do so.

Q Secretary Lynn, getting back to Joe Slevin's
question about economic rationale for the program and can
either you or Mr. Greenspan elaborate on that; specifically,

/ 1s this program supposed to have a net fiscal stimulus?

Q Question?
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SECRETARY SIMON: Is this program supposed to have
a net fiscal stimulus?

This program has, as I said, three parts to it:
One, to help sustain the current economic advance. I think
everyone is pretty generally agreed right now .- that private
as well as the Government forecasters -- that the economic
recovery is well underway and it is going to be strong and
indeed vigorous here in the early months of the recovery and
into the next year. -

The questions that seem to be raised right now are
what indeed is the third quarter? Some are even questioning
the second quarter of the calendar year 1876.

Also, a program like this helps to lessen the strain
on the financial system by reducing the inflation itself
over the long-run and,more importantly, the inflationary
expectations as people begin to realize that we are getting
a handle on this budget deficit problem, that we are not going
to allow this explosive growth in Federal expenditures to
continue at the very larger percentages that they have, and,
finally, and just as importantly, to slow the secular Federal
Government inroads into the lives by returning the money
to the American people that is now being presently spent by
the Government.

Alan, would you like to add to that?

Q Before you go, Mr. Secretary, on your point
that they helped to sustain the economic advance, how do you
help sustain the economic advance when you cut expenditures
by the same amount that you reduce taxes?

SECRETARY SIMON: Well, on a simple accounting
basis one might say that that has, as I say on a simple
accounting basis, a neutral effect but I am afraid that
ignores the incentive gain of what happens when this amount
of money or any amount of money is pumped into the private
sector and into business creating all of the capital
formation which is so terribly needed, as you have heard
me say quite often, and I believe it has very definitely
a net positive effect.

Al, do you want to add to that?

MR. GREENSPAN: We have taken the specific proposals
on a quarter-by-quarter basis and got some of them through
by various numbers of techniques including the regular macro-
econometric types of procedures.
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- Statistically, what we get is slightly larger deficits
. in the next two to three quarters of 1976 calendar year
and then somewhat lesser thereafter.

The amounts involved are not large and, in any
event, I would ecarcely describe the effects as being
- clearly affecting the economy.one way-:or-the other. This
particular program has not been constructive for the purposes
of affecting the. short~run economic recovery in the usual
classic sense of the word, The major problem which it has
attempted to confront is something which anybody who has
looked at the extraordinarily burgeoning effect of the rise
of Federal expenditures as you get into fiscal 1977, 1878,
1979 -- what you begin to basically recognize is that at some
point some basic decision must be made.

Either we are going to decide to continuously increase
the size of Government and ultimately increase taxes in the
whole control of the Federal Government of the economy as a
whole, or we decide that is the way in which we do not wish to
go. The essential thrust of this program I would describe,
while certainly having short-term effects, as any program
must, was not constructed in that light and its basic thrust
is longer term.

It's short~term economic effects, as the Secretary
has just said, are roughly neutral. The reason I say roughly
is the fact that some people are going to evaluate part of
it as positive and part of it as negative and I think others
will do precisely the reverse. There is no major impact
so far as I can see from anybody's evaluation,

Q Mr. Greenspan, could you, if you have these
numbers, tell us what the net effect would be for the
first, second and third quarters in terms of adding to
expendable income? I guess we don't have to do anything
on the Government spending side since there will not be any
reductions during those first three juarters.

Secondly, isn't that in fact the stimulus?

MR. GREENSPAN: Well, the problem that you have
got is that at this particular point it is not clear to what
extent you in fact create stimulus from increasing deficits.
Let me suggest to you that we have the conventional wisdom
which always says that the greater the deficit, the greater
the stimulus, the greater the level of employment. That is
true only in the very restricted confines of our econometric

models which, of necessity, is a very extraordinary abstraction
from reality,

We have found, as you are no doubt well aware, that
these models have not captured many of the things that
have gone on in our economy in recent years and most speci=-
fically in the financial area.



As best we try, and we tried extraordinarily hard,
to capture these very subtle financial impacts as they affect
the levels of production and employment., To the extent that
we have failed to do that, it is clear that what we have done
is underestimated the negative impacts of the so-called
expansionary policies on interest rates, on inflation and,
therefore, on real growth., .

So what I am suggesting is that while we do have these
various sorts of figures which you discuss, I would not,
by any means, describe simply the fact that we do have some-
what higher deficits in fiscal year 1976, specifically the first
three calendar quarters, as being ipso facto stimulus.

MORE



- 15 -

MR. LYNN: If I might just add one thing to that,
if I can, when you look at the figures we have here with
regard to fiscal year 1976 expenditures, we are making
some guesses, some estimates as to where Congress is moving.

With the kind of restraint I talked about a little
bit earlier, that amount of expenditures for fiscal year
1976 could be kept lower than that, and I would hope also get
the difference I cite lower than the number we show there.

Q Just one more question. We are going to have
$21 billion of $28 billion tax cut effective by October 1
so you have a net increase of money in the spending stream
of $21 billion. You are not having any reduction in spending
during that same period so, in effect, don't we have a $21
billion stimulus for the first three quarters? That is the
question I have.

MR. GREENSPAN: No, I am not sure those numbers
are correct,

Q Excuse me. I think to answer that,question we have
to be given the numbers. This table that adds up to $27.20,
$.7 billion you talk not in terms of the comparison
with 1974, but in terms of’present law. Can we have those
numbers, just that little five or six item breakdown on
page two here?

SECRETARY SIMON: We can get those numbers for you.
The reason that we didn't do it on the figures that you
wish is because the 1975 tax laws are temporary law.

Q Just a second.,

Mr. Greenspan, is it reasonable or even rational
to -compare what you are proposing for the year ahead with
two years ago in terms of assessing the .economic impact?
Can we really balance a two-year change on the tax side
with a one-year change on the spending side, and you are
trying to say they are the same thing?

MR. GREENSPAN: No, no. Let me tell you what the
comparisons are. We have ongoing forecasts of the economy
and what we tend to do is to reflect various different
options that are involved in them. The latest forecasts
that we have set up are not reflective of obviously 1972
or 1974, but essentially what has been going on within the
tax structure as it stands now.

What we have done is superimposed upon them, °
starting off with expenditure expectations of no actions of
any sort and running our best estimates that we can, we came
up, as I indicated several weeks ago, with a real growth
rate approximating 7 percent to mid-1975 to mid-1976.
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What I am suggesting to you is this: We ' have '
reinstituted new estimates based on this program, and it
does not significantly alter those numbers.

Q Okay. 1I wondered, however, if we can't have
a figure to compare existing 1975 law to see what ‘these tax
changes really are.

MR. GREENSPAN: 1 agree with you. I think that
is correct and those data should be made availablé shortly.

Q Now, the second question on the same subject
of these numbers, differently. I assume that everythxng,ﬂr.
Sxmon, that you have told us about the percentage tax
1nereases by tax bracket eliminates, leaves out of consider=-
ation the fact that you are asking that the work bonus,
the earned income credit, be eliminated, and you are now
calling it an expenditure.

Therefore, this thing which is for the low income
is nowhere in any of these figures,percentage change or
otherwise, that you have given us, is that correct?

SECRETARY SIMON: The earned income credit is not
in the President's tax proposals, that is correct.

Q Or in any of these comparison numbers?
SECRETARY SIMON: Thatis correct.

Q Including the tables that show by income
bracket and so forth?

SECRETARY SIMON: That is correct.

Q Mr. Simon, as I see this, the tax reductionms
that are in effect may begin at the first part of the
calendar year, but the spending reductions do not go into
effect until the third quarter, and so your proposition is
to cut taxes for the first three quarters for no spending
and then what happens in November of 1976 is that there is
an election.

Now, was that taken into consideration in
deciding on the timing?

SECRETARY SIMON: It most certainly was not taken
into consideration. The cons1deration was that we wanted
a determination by the Congress that fiscal 1977 budget
expenditures would be held to $395 billion, which from
today's estimates mean that the proposed cut in the future
would be equivalent to the amount of the tax cut that the
President is proposing today, and it had nothing to do
with the election in November 1976.
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Q Did you seriously discuss any of these
proposals with Congres51onal leaders before making them
public?

SECRETARY SIMON: The President is discussing
these right at this very moment with Congressional leaders.

Q But since your Administration, as I under-
stand it, has a minority in both Houses of Congress and
since this will require legislative action, it seems to
me that you could be accused here of presentlng a political
ploy to the Democratic Congress.

SECRETARY SIMON: I would assume that you ecan always
be accused of presenting a political ploy to Congress, but
that does not concern us. We .believe that this propoeal
makes good long run sense to the American people, that they
begin to reverse this trend that has been going on in
Government, especially in the last ten years.

If they want to attach certain slogans to it,

some people, well, so be it. Thatwas not the intent of the
proposal.

Q The long~term effect you say is this
reduction of Federal spending.

SECRETARY SIMON: The growth in Federal spending.

Q The short-term effect is to inecrease the
Federal deficit and increase the Treasury's borrowing on

the market, I believe was the question. Correct me if I
al wWIong.

v

Why is that a good idea now, and why don't they

have all the dire consequences that you have been warning
about for many months?

SECRETARY SIMON: The near term effect is slightly
rgising the President's ceiling that he put on at $60
billion. That is a fact. The point is that for the longer
run considerations they outweigh these shorter run consider-
ations, and I think that if this program were enacted in
this fashion, the expectations of the marketplace would be
that the Federal Government is finally getting their
spending under control and we begin to work away at the
lmPOrtant inflationary expectations that are so deeply
ingrained, plus the loss of confidence the American
people obviously had based on every policy that is taken
in the ability of Government to mandge their economy and,

more importantly, to get their spending and inflation
under control.
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I think on the whole the positives far outweigh
the negatives of a short~term, as I say, slight increase
in the deficit.

Q How much will the deficit go up?

MR. LYNN: It depends on an awful lot of
.factors. As you have hsard me testify on the Hill, we have
a good deal of uncertainties right now, ranging all the way
from just trying to get a good handle on estimating entitle-
ment. programs, whether we are talking about food stamps or
supplemental unemployment benefits and so on.

Quite apart from that, we have to engage in a
guessing game as to what Congress will do from here on out by
way of the kind of salami tactics that we have had up to
now, where we propose "X" and Congress always feels disposed
to add "X plus Y" to the particular program.

My hope would be that Congress, in the spirit of
this proposal, will now make a genuine effort to go along
with the proposals that are still before the Congress that
the President has made. I would think, to give you a rough
estimate, that we would be able to have a deficit somewhere
in the middle 60's before we are done.

T~

~

 We had to look at the reality that if Congress
does not show that kind of restraint and looking at the
total estimating that is involved, you can have a deficit
of about $70 billion. But, I have to urge you once again
this early in the fiscal year -- and also given all of the
uncertainties with respect to the estimate -- you can't
give a positive single figure at this point and feel con-
fident that it is so. |

Q Just this itself, how much would this add
to the deficit?

Q What year?

MR. LYNN: What are you talking about? Fiscal
19767

Q Fiscal 197s6.

MR. LYNN: The effect of this proposal by way
of receipts lost over and above, let's say, the magnified
extension is what? Do we have that? It is what? Five?

Q All by itself?

MR, LYNN: All by itself.’
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Q It is 11,

MR. LYNN: It is 11 by itself for what, on a
full year basis? , , . N

Q It is 28.

MR. LYNN: The 28 again, in answer to Miss Shanahan's
question, the 28 is from the 1972-1974 kind of package,
so what I was giving you was a figure of the net additional
amount. if you were to assume things continued the way Miss
Shanahan talked about it.

Q What is that total figure from 1975 to 18767
These tax cuts are what?

MR, LYNN: Say that again.
Q From present,iaw -
kMR. LYNN: From present law?

Q From present law the total tax cut herein
proposed is $11 billion, is that right?

MR. LYNN: About 11, that is right. On an
annualized basis?

Qb No.
MR. LYNN: On an annualized basis?
Q She -asked how much the increase is from 1975.

SECRETARY SIMON: Break it down. First we had
the rebates in there, and they are out, so we forgot these.
Right? Then, we take the individual reductions, which
were $12 billion in 1974 and now they are $20,6, so we are
up $8 billion for the individuals, 1975 over 1976. Then
the business cuts.,

In 1976, the investment tax credit does not
expire until January 1977, so the impact is not felt
until fiscal 1977. S0, leave out the 2 percent reduction.

Q ‘Leave that out?

SECRETARY SIMON: Yes, the 2 percent reduction in
corporate tax rates, the impact is on there, so that is
roughly it. :

Q Let's get clear. This proposal is that you
are proposing tax law changes which would reduce taxes in

1976 by $11 billion compared to tax liabilities under
present law?
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MR. LYNN: You are talking about calendar year
19767

Q Yes.,

MR. LYNN: See, that is where our confusion was
coming. I was talking fiscal year. You are talking
calendar year. As far as receipts, it lost about $11
billion.

Isn't that right, Bill?

Q Where does that put you?

Q In comparison with present law.

MR. LYNN: In comparison with present law?
Q That is not my question.

MR. LYNN: That answers one question. Let's take
another one. You go ahead.

Q My question is, how much will be added to the
deficit by proposing by this tax proposal, and that is
assuming that the 1975 tax cut would have expired.

MR. LYNN: Totally?
Q Period.

MR. LYNN: I suppose the way you would estimate
that is, first, to take a half of a full year's effect. -
‘The full effect of the tax package is roughly $28 billion,
right? So, you take a half year's effect of that, and I am
being very rough in that. :

My real expert, Bill Macomber, please feel free to
correct me. Take roughly half of that and that would
be the additional receipts lost for the period. But, whax
the economists also do is take a look at all of the factors
that enter into the economy, and what you think that kind
of tax cut will do by way of signals =~ more importantly,
what the restraint provision you are trying to get for
1977 will do to the business community and to the
individuals and, therefore, some part of that receipts loss
will build into the deficit.

Q Sure you figured it out. I am just asking
for the flgure. I know what the process is, but what is the
figure? Is it $11 billion?

MORE
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MR, LYNN: It would not be the total $11 billion
by any means.

Q It is not the total $1b billion.
‘MR. LYNN: All right, the total $14 billion.
. Q  What is it? | | |
MR. LYNN: It would b; something less than that.
' Alan, would you care to Cdﬁmeht on that?

MR. GREENSPAN: - One of the problems he has got is
the fact that when taxes are received =- and I think that
unless you can go through a " simulation of the specific
tax receipts dlfferences, that 1s not a number you can get
that 31mply. ,

Do you have that?

‘ Q You cannot say how much this will add to the
deficit? - : z

MR. GREENSPAN: No.

MR. LYNN: We have said that. We have said it in
the fact sheet.

What we said at the end of the fact sheet was that
taking into account the factors that we know of now, and’
that includes putting in somewhat of a cushion for Congress=-
ional reluctance in the future, as they have in the past,
to adopt the kinds of restraints that we have proposed, that
the deficit for fiscal year 1976 would be dabout $70 billion.

Q Dropping the 40 to 44 in following fiscal
year?. oo : ‘ o

MR. LYNN' Yes.

- Q Can we have the breakdown again of that
$11 billion on the:1975 comparison of the tax cut? 1In
calendar 1975, compared to the temporary 1975 law,
you said earlier, how do you break that down?

MR. LYNN: The way I got to that in my head was=--
and again, Dale, the way we calculated it was--that if you
take the 1975 .1law, the way it is being applied now and
with withholding rates, as you have it now, the effect
on a full year basis on whether you take fiscal or other=-
wise, but once it is in effect is about $17 billion -~ $17
billion, $18 billion, somewhere in there.

_ So, therefore, if you look at your $28 billion,
‘that is what your differential is.

MORE
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Q 817 billiqn revenue loss?

., MR, LYNN: Yes. That is revenue loss again.
That does not necessarily mean your deficit loss.

Q Can we get a breakdown of numbers parallel
to the 1972-1974% numbers?

SECRETARY SIMON: We can pass out what the 1875
tax act was in the old sheet that gives you the revenue
impacts on the 1975 tax act. You have the 1376 act here
proposed with the revenue impacts and a good many of the .
business tax cuts are the same. : .

The investment tax credxt, as I say, does not
expire until 1977. Your major difference is in your
individual tax cut. Of course, that is offset by the
rebate, which the $8 billion is off already.

Q  What you are saying now is the $28 billion
is made up of the $17 billion worth of cuts this year in
calendar 1976 and 1l. Is that the 28?7 There was 17,

MR. LYNN: Try it again.

Q The 28 is a combination of $17 billion worth
of tax revenue loss in this calendar year. What you are
proposing is 1l for calendar 1976, and that is how you
get your 28,

MR. LYNN: It is not quite that because you have
to distinguish between what the total amount of tax deduction
is locked into, not individual taxpayers or the like, and
that gets you to an annualized amount of about $14 billion,
I think it is. Is it 14? No, 12 plus., It is somewhere
between $12 billion and $13 billion. ‘

If you assume the taxpayers continue to get the
same take~home pay, in other words you try to get an
annualized base so that they keep the same withholding
that they have now, you have to add another $4 billion plus
to that, and that is what gives you the $17 to $18 billion.

If you-were to have taxes just continue now the
way our American taxpayers are paying them, with their take=-
home pay as they get it every month, it would cost you on -
an annual rate about $17 billion, somewhere between $17
and $18 billion., What this does is add about another $11
on top of that.

Q Yes, but if we get to the end of 1976 ==
MR. LYNN: Are you talking calendar?
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Q Calendar.
MR. LYNN: Okay, I just wanted toO know.

Q If we ever gei to the end of calendar year
1976 ==

MR. LYNN: I hope we do.

Q Then what you will be saying is that $11
billion will be lopped off in 1976, isn't that right?

MR. LYNN: In one way, I see what you are saying.
If you were to assume that the temporary tax cut were
there forever, if that is the way you looked at it, and
we looked upon it as a new ball game that we have to decide
now what is the best tax policy for the United States
effective January 1 -- but if you looked at it your way,
you are absolutely right.

It was decided in the old law to add at the rate
of $17 billion a year and under this new change you are
adding another $11 billion a year. We prefer not to look
at it that way. We prefer to look at it overall as to what
does this mean by way of a tax program that makes sense for
this country for a longer term direction.

One thing I will urge you to look at is that in
the President's statement-~and it should have been
reflected in the fact sheet, and I am sorry it is not there,
it should be there ~- the President says that this ceiling
is the first step moving toward a balanced budget within
three years.

Now we think the net effect of all of these
actions that the President is proposing will be to, one,
get a much healthier economy; two, return some freedom
of our taxpayers to spend the money they are earning that
they have rapidly been losing over many years in the past.

MR. NESSEN: There is a Cabinet meeting that these
three gentlemen need to go to. It started a couple minutes
ago, so we probably should knock this off.

Q Does this program mean you will initiate no
new programs next year? '

MR. LYNN: Yes, no new spending.
THE PRESS: Thank you.

END (AT 6:24 P.M. EDT)
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THE WHITE HOUSE

FACT SHEET
THE PRESIDENT'S PROPOSAL FOR TAX CUTS AND FEDERAL SPENDING RESTRAINT

President Ford is proposing that permanent large tax cuts be made™
possible for American taxpayers by Congress joining with him in -
1imiting the growth of federal expenditures. The tax reductions —
proposed by the President total about $28 billion compared to 1974
law. This proposal is linked to the adoption by the Congress now
of a spending ceiling of $395 blllion for FY 1977. This represents
a@ reductlon of about $28 billion from projected levels for that
year unless action to limit federal spending 1s taken.

The proposed tax cuts are divided approximately 75 percent for
individuals and 25 percent for business. A family of four earnlng

$14,000 a year would receive a reduction in their tax liability
of $412 or 27 percent.

I. SUMMARY OF THE TAX CUT PROPOSAL
A. The individual tax reductions will be éccompliShéd by :

. $8 billion in cuts to replace the temporary 1975
tax reductions.

"+ $4 billion in additional cuts required to keep
personal withholding rates constant. (The 1975
cut was reflected in withholding over an eight-
month period and, therefore, a $4 billion extra
cut 1s provided to keep withholding constant.)

$8.7 billion in further tax relief distributed
throughout all income ranges.

B. The husiness tax reductions will continue the tax
relief for small business provided by the 1975 Act, will
make permanent the higher investment credit rate of 10 per-
cent as an incentive for investment in equipment needed to
increase productivity and to provide new jobs, will reduce
the marginal rate on business income as a first step toward
eliminating the existing tax bias against capital formation,
and will provide special relief to utilities needed to reduce
dependence on forelgn energy sources.

(OVER)
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C. The recommended changes in the individual and business
income tax structure, and theilr costs, as compared to 1974

law, are as follows:

Increase personal exemption from $750
to $1,000.

Replace $1,300 low income allowance
and $2,000 maximum standard deduction
with flat amount standard deduction
of $2,500 for married couples ($1,800
for a single person)

Reduce tax rates

TOTAL INDIVIDUAL TAX CUTS

Extension of 1975 corporate rate
and surtax exemption changes

Permanent extension of investment
credit increase (from 7-10; 4-10

for utilities)

2% corporave rate reduction (U48-U46%)

Utilities tax relief previously
proposed (see Annex C)

TOTAL BUSINESS TAX CUTS

TOTAL TAX CUTS

Individual Tax Cuts

$10.1 billion

$ 4.0 billion

$ 6.6 billion

$20.7 billion

Business Tax Cuts

$ 1.7 billion

$ 2.5 billion

$ 2.2 billion

$ 0.6 billion

$ 7.0 billion

$27.7 billion

The effects on 1ndividual taxpayers of the President's tax
proposals are shown in the following tables:



Adjusted
gross
income

$ 5,000

7,000
10,000
15,000
20,000
25,000
30,000
40,000

50,000

Tax Liabilities for Single Person with Itemized

3

16 Percent of Adjusted Gross Income

(If standard deduction exceeds itemized
deduction, family uses standard deduction.)

Tax Liability
: 1975 : Proposed
law : 1976 law

1972-74
law

98

o2
886
1,732
2,710
3,820
5,084
8,114
11,690

0
186
709
1,612 1,
2,590 2,
3,700 3,
4,964 oy,
7,994 75

11,570 11,

0
60
485
325

280 .

370
643
654
180

Tax Liabilities for Family with 2 Dependents,
Filing Joint with Itemized Deductions of

Reductioh from
1972-T4
law

98
342
401
407
430
450
436
450

510

: 197

5

law

0
126
224
287
310
330
316
330
390

Office of the Secretary of the Treésury

Office of Tax Analysis

Deductlons of 16 Percent of Adjusted Gross Income
(If standard deduction exceeds itemized deduction,
individual uses standard deduction.)

Adjusted
gross
income

$ 5,000
7,000
10,000
15,000
20,000
25,000
30,000
40,000
50,000

1972~-74
law |

490
889
1,506
2,589
3,847
5,325
6,970
10,715

TS

15,078

Tax Liability

1975
law

$ hoy
796
1,476
2,559
3.817
5,295
6,940
10,665
15,048

Proposed
1976 law

1,
2,
3,
5;
6,

10,
14,

307
641

227

307
553
015
655
375
725

1972-T4

$

Reduction from

law

133
2438

279

282

Office of Tax Analysis

294
310
315
340
353

1975
law

$ 97

155
249
252
264
280
285
310
323

Office of the Secretary of the Treasury
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II. FULLER DESCRIPTION OF PROPOSED TAX CUTS

A. Individual Tax Cuts

The proposed permanent restructuring would replace the
temporary increased standard deduction and the $30 per taxpayer
exemption credit provided by the 1975 Act. The changes

assure that withholding will not be increased and

that, in fact, there will be further tax reductions for

the great majority of taxpayers. As compared to 1974 law,

the President's proposal would:

-~ Increase the personal exemption from $750 to $l;000-

-- Replace the present minimum standard deduction (low
income allowance) of $1,300 and maximum standard
deduction of $2,000 by a single standard deduction in
a flat amount of $1,800 for a single taxpayer and
$2,500 for a married couple ($1,250 for married person
filing separately). This compares with the average
standard deduction claimed in 1974 of $1,625 by married
couples and $1,400 by single persons. (The 1975 Act
made temporary changes in the standard deduction, which
are described in Annex D.)

-- Provide rate reductions as shown 1n the tax rate
schedules attached at Annexes A & B.

B. Business Tax Cuts

The President also proposes to:

-~ Reduce the maximum corporate tax rate from 48 percent
to 46 percent.

-= Continue the 1975 Act increase 1n the surtax exemption
(which determines the amount taxable at rates below
48 percent) from $25,000 to $50,000 of taxable income.

-- Continue the 1975 Act reduction in the rate on the
~ first $25,000 of taxable income from 22 percent to 20
percent (the second $25,000 of taxable income will be
taxable at a 22 percent rate, with the balance of-
income taxed at a 46 percent rate).

-~ Make permanent the 1975 Act increase in the investment
credit from 7 percent (4 percent in the case of public
utilities) to 10 percent.

-- Enact a six-point program to provide tax relief to
electric utilities and to reduce dependency on foreign
energy sources (see Annex C for full description).

more
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III,  BACKGROUND ON FEDERAL SPENDING

A. Unless action 1s taken to restrain federal outlays in FY
1977, spending can be expected to ingrease by around $53
billion in'a single year. Budget outlays are approaching
$370 biliion in FY 1976. Without specific legislative action
to 1limit spending, outlays in FY 1977 will reach $423 billdon

_or more. The main elements of an 1ncrease of $53 billion
‘are as follows ‘

(Billions)

;Interest on the public debt will rise as .

the size of the debt grows. If current

interest rates' are maintained, the in-

crease will approach 6 e s+ e ee e e s 9

- Civilian and military salariles 1ncrease
automatically unless the President and
Congress agree on an alternative plan.

.Would add more than e e s e e e e e e e e +6

Retirement benefits for retired federal
military and c¢ivilian. personnel also rise .
automatically with the cost-of-living . . -3

Social security and railroad retirement
payments increase automatically based
upon the cost-of-living index . . . . . . +12

Medicare and Medicald payments rise as
costs increase and the number of eligible
recipients g0 Up . . . ¢ ¢ ¢ ¢ 4 e 4 e 4 . +5

Public assistance, food stamps,

housing subslidies and related

programs are tied to the formulae set

in law or in existing contracts . . . . . +2

Major construction of wastewater treat-
ment plants now underway will add nearly . +2

Essential procurement and research and
development of military hardware and

maintenance of necessary military

facilities will add over . . . « + « « + & +3

Increases for energy research and develop-
ment and transportation programs and
inclusion of Export-Import Bank in budget. +1

Other likely net changes including effect
of Congressional inaction on budget reduc-
tion proposals heretofore proposed by the
President and the effect of probable
- Congressional initiatives . . . . . . . . +7

TOTAL . . « . « « & 53
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B. Decisions have not yet been made on which programs will
be restrailred or curtailed.

~-=- Specific decisions will be made in the budget
- review process leading up to the President's
January Budget Message to Congress.

-=- All departments and agencies will be called upon
to moderate program growth, expenditures, and
Federal personnel levels.

C. The President has called upon Congress to join with
him in making the tax reductions possible by placing a
limit of $395 billion on FY 1977 expenditures now.

~-- A $395 billion ceiling is $25 billion above the
currently estimated spending level this fiscal
year and $28 billion below the level now pro-
Jected for FY 1977.

D. Based upon current estimates that FY 1976 spending
may approach $370 billion, the FY 1976 budget deficit
would be about $70 billion. With the President's
proposals, the FY 1977 deficit 1s estimated in the
range of $40-44 billion. ~
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