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EXECUTIVE OFFICE OF THE PRESiDE:\IT 

OFFICE OF MAN/<.GEMENT Ml:J BUDGET 

HEMORi->NDUM FOR: 

SULJLcr: 

Backorou.~ld -----.::'...-___ _ 

\11.'.1\SHINGTON, D.C. 2.0S03 

'l'HE PR.'SSIDENT 
t? 

JAHES ?.;LYNN 

5'-

r-; 1975 • 

Heaning of. ':New Spending Ini·tiatives " Action 

You have Ir.ade the following fo:rrc,a.l statencats on ·the 'noratorium on 

n c"~<7 spending: 

Bli'DGET ~ESSAGE: 

"I arn proposing no nm·l spendin9 initiatives in th5.s 1::n.:dget 

other than those for energy." 

L!Ef.!JI..P.Y SPEECH: 

... ~~..:. ~- .......... -- ........ _ 
not propose any ne>v Federal spending programs except for 

energy, an2 the Congress -- your representDtives j_n ·~Jash- -

ington -- sha:::-e an equal responsibility to see that no neK 

spending programs axe enacted. 

"I will not b.=sitate to veto any new spending progra..11s Lne 

Congress sends t .o me . Many proposed Federal speHdir,g 
~ 

. . 

progrartb dtt:! desJ.ranJ.e and have had my support i:1 the pa.s-t. 

T:bey cost money -- your tax dol]ars. Hainly it is time to 

declare a one-year moratoriu.rn on nev; FcJeral spenu.J.ng 

prcgra11~5. n 

STATE OF 'THE 1JNIO:.J t-i'SSSJ.I.GE: 

"I am nov! in the process of preparinq the budrJet: submissions 

for fiscal y ea:::· 1976. IE that budqet, I vlill pro:;.ose legis

lation to restrain the growth of a number of existing 

programs . I have also co11cluded that no net.v spending 

progra.rus c.:m be initiated this year I except those fvr energy. 

"'F'Uft:her , I will not hesitate tc, v•~t:o a;,y new spending 

prog:.:ams adopted by the Co:19J:ess. 1
' 

l·le a.re <:1t :; point Qn 'lar:ie>tl5 p:i_(;Ce5 of lc-;gisla.tion \·J{-,ere. furt:hc:>~ 

g~ida.nce is uc~ded as to the .c.12a.ni:r1g of ·::.~~te l~·,o:::cttoriu:li. 
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Discussion 

Although there are others , we face four basic types of problems in 
interpreting ·the moratorium: 

Deferred Effective Date 

These are proposals for legisla·Lion t:hat vrould go into 
effect subsc;quent 'co FY 1976. Perhaps ·the most important 
legislative initiatives where this question has arisen 
involve National Health Insu1:<:mce and Helfare Reform . 
Tab A attached sets for-l:h the _relevant portions of your 
Budget f.Iessage on these two items. However, the principle 
also extends to other initiatives. 

Administrative Costs Only 

These also cover a wide range of initiatives, frora a 
ConLmission on Observance of National Holidays and 
Conunemorative Occasions to the Consumer Protection Agency, 
']'oxic Substances Act, and Federal No-Fault Insurance 
legislation. Further listings are set forth at Tab B. 
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~osts Covered by Fees 
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in a way that administrat.ive costs would be fully covered 
by fees from those regulated . 

Consolidation, Restructurinq_2r Refonr~rorx~sal~ 

The budge·t includes a number of these , as shovm by Tab C. 

I ~md.erstand Tab C is a listing Roy Ash discussed \vith you 
to obtain clar.·ification as to \-Jhether any of the ite.-ns 
shown represent new spending initiatives to be deleted from 
the budget. Although a nu11ilier of the ite..'tls on the list are 
easily explained as bei ng cons istent with the moratorium , 
on the basis that they are sL-uply eAtensions of old programs 
(e.g., the defense and construction programs on page 3), it 
is difficult to explain some of ·the other i terns on a basis 
t~ha t excludes sc<ne of the initiatives now b<O:' ing proposed , 
e.g., the biological services initiative in Interior . 

Options 

1. Oppose , for one yec;_r , any new legislation contemplating 
any unreimbursed Federal expenditures, even thour:;r"t the effective 
<.late would be subsequent to June. 30. 'i'r,e ratio;:-.2.10 would be 

•\~ .h 
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the top pd.ority of Congress should be initiatives that 

deal v1ith recession and energy problems and reforms that 

reduce, rath e r than increase. , expenditu·ces outside of 

ti1ese fields; and 

3 

it is undesirable t.o lock in new spending laws now 1 even 

with a deferred effective date, because >·Je should determine 

the scope of new spendins programs only tvhen we have a 

better picture of the total economic scene, budget C.eficitS 1 

etc. at the tLcne the la\vS are to become effective. 

Pros 

Would be the "toughest" position on trying to bold down 

expenil.itures to make room for only those init.iatives that 

are targeted on the recession and our energy problems. 

Would be a convenient "out" to explain lack of support for 

part:icular initiatives, e.g. 1 Consumer Protection Agency, 

perhaps Land Use, etc. 

Hight hold dm ... 'D buc1gc1: deficits. 

Cons 

2. 

Difficult to rationalize some initiatives already in the 

budget, e.g. 1 Child nutrition pr:ogram consolidation, 

allied services and Library resources de:aonstration 

proposals, elc. 

Adopt this option 

Reject this option 

Eliminate initiatives involving administrative cxoenses 

exce:r_-:Jt those that are directed at coping wj th serious human safety 

probll?_rns, e.g., Toxic Substances Act, where del.ay could conceivably 

mean substantially increased hazard exposur-=. Knere outlay impact 

of 'che inilia·tive is very small, many would percc.ive the ban as 

unreasonable. 

Adopt this option ----

Reject this option 
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3. Construe the moratorium as not being applicable to 
initiatives involving administrative costs, whatever that cost 
may be. 

4 

The rat:ionale would be that the moratorium was only on grants
in-aid and various·. financi a l assistance such as Federal loans, 
loan guaranties and the like. This does not mean, of course, that 
certain of the se types of initiatives could not be opposed on 
g-rou.nds ot.her than the rnora t~or i um, e.g. , the Cons1.m1er Protection 
J!.ct or the Toxic Substances A.ct. 

\)' 

Pros 

Would focus the attention on the need to constrain the 
big ticket items, e.g., do:nestic assis t.ance prog-rams such 
as National Health Ins'.lrance, increased spending for 
"-'elfare reform , and other forms of assistance to St ate and 
local governments. 

With such focus 1 greater acceptance of the prin.ciples of 
the moratorium. 

Cons 

C•:F '='"'"'-""" +-hi c, n:;>t-io)'1 wou l d incrb'3Se the de ficit. 
JU though in.i tial year expenses might be low, past 
experience indicates adrninist}:ative expenses for any 
program can grow substantially in the out-years. For 
example, although EPA's estimate of first-year costs of 
t he Toxic Substances Act would be $3 mill:i.on, OMB' s guess 
i s that the costs could easily rise to $30 million by 1980 . 

Adopt this option 

Reject this option 

4. Sa7.e as Option #3 , 
to any program -;.;here annllil.l 
o f the program might exceed 

but interpret the moratoriuin to apply 
costs in any of the first three years 
a specified amount. 

Pros 

A compromise that preserves some of the pros a.nd dampe;:1s 
s ome of the cons presented in Options #l and #2 . I 

~ 'ro''<~-~ 
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Cons 

Ex·tre:mely difficult to predict administrative costs of a 
program in advance and would bend estimate to the low 
side . 

Once the progra.-ns are :;_n effect , extremely difficult to 
eJjndn<J,t.:e them late:t" c:nd, although initial aggregate 
budge t e:[fect may be small, it can be much more material 
in the out-years. 

If you (;.ccept. Option #4, what .expenditure amount should be 
the dividing line: 

$10 million per year 

$25 million per year 

Other ( $ ___ million) 

5. Exclude from the mora.t.orium progra.-ns t .ha ·t are paid by 
user fees as .is possible for the Toxic Suhstances Act. 

Adopt this option 

Reject this option 

r,ttachments 
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TAB!-. 

From the 1976 Budget Hessage 

National Health Insurance 

"America r:.eeds to improve the way it pays for medical care. ~·7e 
should begin plans for a comprehensive na.tional health insurance 
system. However, in view of the economic dE.!velopments and the 
mea.surcs I have proposed to contbat ·recession and inflation , I 

. cannot now propose costly new programs. Once cur current economic 
problems are behind US 1 the development of an adequate national 
medical ins urance system should ha ve high national priority. I 
urge the Congress to work v;ith my Administradon in order to devise 
a system that we will be able to afford." 

Welfa re Reform 

tlf"'\,.,....., Y"o"1-l""\(""C>-n+- "·ro 1 1- _~voo ~uc:f"J:)m ;c ino-ffiriP.nt- rln:1 '"incmrii-.nhJe. ---- x.:------ - - - - - ----- -- _( .. It is 
wasteful not only of tax dollars but, more in:.nortan·tlv, of human 
potential. Left uncha nged, over the long run the situation w·ill 
almost surely continue to deteriorate. I urge the Congress t .o wo:!::k 
witJ1 my Administration to develop reforms t .hat mal<.:.e the syste..m 
sin1ple, fair , and compassionate. This approach need not co~;·t more , 
but rather can u se our vte l fare dollars more effectively . " . 

~-. ;• 
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!Jew Programs Requiring 
Only Administrative Costs 

Hc~J ·th'- .Cdt·,cation ~~_r;d l'l5:]:fare 

Food and Drug Administ:ration: 
Fovd registra~:ion ..... . .••.•..•••...•.••••.. 

Medical devices . ..... . ..•......• • ••••.•••••. 

Office of Education: 
Library tesources integration and 

demonsi:ration (identified in budget) 

Treasury 

Customs: Ne\·i •rrade Act 

CoiW-tl!l-:..i tv Sex: vices l1dlninis tr a ticJn 

Proposed incentives, COE1!Tluni ty food and 

nutrit.i011 research a.nd demonstration bill 

Tl~B D 

Approximate 
Annual Coo:,t 

( In millions) 

, _ o~1r!' 
~ . 

\ ... 
4 ,. 

u}-D 
20 u)Ji 

JL;·vnfo 

12 ~ 

50 J) 

) .· ,_~·, 
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January 2, 1975 

New I'.ro~rrams in the 1976 Budget 
tha.t 1-lay Be Considered Initiatives 

A. Con~~oJ idat:ion, ::ce::;tructL1::Ciltg or refo't.,n of existing 
prcgrc:r~.s: 

Agriculture - Child nutrition programs consolidation 

Transportation: 
Aviation ~- Co:nprehensive proposal which would: 

(1) ccnvert present airport grant program into 
block grants to States and local airports; 

(2) provide additional long-term authorization for 
n ew airway fad.lities; 

'- \ 
\ ..; J 

•·- • ,_. -· ' · ~~- - -~~-. ! _, .L-: •.•• .L- ---- -----'--- .L.- --.·----·~...:::!-
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r~re equita.o~e cnargcs toecrease overaLL alr 
carrier fees and increase general aviation 
charges ); and 

( 4) open trust fund to permit funding of FA .. ~ 

ma i ntenance ccsts , +$30!,1 outlay and +$171"\ 

receipts in 1976 .••.•. .......••. ..••. ~ •....•..•• 

'=' High• . .Jays 
would: 

Comprehensive long-range proposal which 

(l) provide long-term highway funding through :,980; 

( 2) extend high•.vay trust fund, but restrict=. ·trust 
funded programs to interstate highHay system and· 
reduce trust f;.1nd receipts by returning 2¢ of 
gas tax to ge neral fund and rescincing 1¢ of gas 
t~x (if States picK upj in 1978 and beyond ; 

(3) p~ioritize comp letion of in te r state segrnents and 
reduce categorica l funding prograQs; and 

(<, ) ~escind all ur,o~ligo.ted contract antho:d.ty as of 
Octobe:c l, 1976. . . . .. . . .......... . ... _ .. ... . ... . 

1976 
Outlays 
Affected 

(:i.n mill ions} 

1 F476· 

648 

None 

.. 

.~ ..: 
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A. Consolidat: ior,. , res::ructuring or reform of existing 

programs -- Continued: 

Veterans Administration: 
To carry out J:econiJ:!lendat:ions of Quality Survey of 

VA hospitals •••••.• ·~ .••.•••••••.••.••••.••..••.••. ~ 

Activation of ten new out12atient clinics 

Intcri.o:t· -·-- Ccnsolidation into a new Office of Water 
Research and Teclmolog-y funct:ior1s of the Office of 
Saline ~\'ater and the Office of Water Resources 
Resear:::h •. .. •....•.•.• .••. •...•.•••.•••.••..•.•.••.••• 

B. Nco;.; p~ograms appearing in the budget for the first time 

but previously announced: 

~~. 

T1:easnry -- Petrodollar facility 

Labor 1 HEll and Commerce --· Program. announced at 
Cohr:lbus, 'ohio on l\ugust 30 for "partnership of labor 

and s:duc:a.tors 1 " incl'~1.ding gr<-:!nts to provice data on 
.:.·-lailable occupations and 2 Federal.-State-.LocaJ. piin::.--· 

nership of fellmvships •.••....•.••.•..•••.•.••.•.•..•• 

In ·ter ior: 
Plan ·Lo lease al l promising Outer Continental Shelf 

oillands by 1978 announced in November l974 ...... .. . 

Trust Territory initiatives U..'"1der pending legislation 

Ve·terans Administration -·- Grants for State >;·eterans 

ceme1·aries 

C. "Ne·w" prograrns not previously announced : 

Inter ior ~- Biological services are planned for the 
Fish and h'ildlife Service. The Service Kill study 
the r esource programs of the enti:re Departrr-:=n::: to 
understand aa.verse effects on fish and. tvilCL.ife an.i 

their habitats ··· ····· ··· ················· -····· ······ 

SBA -- Legis l ation is proposed to permit ful~ cost 
r ecovery interest rates on SBA direct loans ........•.• 

.. "") .... 

1976 
Outlays 
1\ffected 

( in mill~ons) 

212 

9 

·19 

,1,000 

5 

85 

88 

5 

9 

200 
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D. Nei>l Defense programs: 

Operati~~:.:?..= 
~~o new ~~LmJ djvisions 

Increased Air Force tactical air crew ratios ••••••••••• 

Proc;.:t:cesent: 
Con.tingency stockpiling for allies: 

(l} 30-day stockpile for Asian allies 

( 2) Invent01.--y replenishment fund in advance of 
foreign sales ••...•••••••••••••• . • ••. ••••• •.•• • 

Navy Cap·tor Hine ••.•..•.•••••••••••..••.••••.••. a • ••••• 

Nav-_1 trainer aircraft .... ~ ............................. . 

B-1 Bomb:::r 

Air Force t.iodnlar Guided Glide Bomb 

.t"~~u: 

Airborne Intelligence System (Navy) 

Navy air cowba t fighter - r.mjor develop :1t 

Sho:-:-t-Range Air Defense N.issile (Navy) 

Various Army ordnance and missile programs •.••..••• ••••• 

l;.dvanced Air Defense Supression System ••••••. .• ••• . •••• 

Air Force air combat fighter -major -development 

Cons'::ru::::tion : ---------
DIA building 

Dieso Garcia expansion 

3 

1976 
Outlays 
Affected 

{in millions) 

70 

100 

5 

30 

5 

2 
.. - . 

15 

2 

12 

66 

10 

7 

12 

120 

4 

"10 
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SUBJECT: Lynn Memo - New Spending Initiatives 

Option 1. Reject 
Option 2. Reject , . H C.• 

t' \. Option 3. Reject 
Option 4 . Reject 
Option 5. Adopt '"'J"~' - ~ f .""'.. . 

\ ; . ..~ .. \'o . ~ 

In view of the strong public position and statements that the President has already made concerning 11 ne\v program initiatives," I do not see hmv he can publicly change his position at this time. 

I do not think, hmvever, that a program 'i.vhich is self-supporting by fees or charges need fall within the proscri?tion against neH spending. The Toxic Substance s Act is ·the example cited in the memo. 

There are two other alternatives that should be considered if the President decides to stay with the "no new spending" initiatives. 

The first is new spending programs could be approv ed if they are offset by savings or reductions in some other programs. That is no net change in the budget. 

The second alternative is to consider new spending programs which begin after June 30, 1976 or the last quarter of 1976. These exceptions could be made only when long range savings can be imputed from the five- year projections. 

An example here ""auld be ne\v programs such as Universal Health Insurance which may cost more in the first year or two of operation but 1.vould reduce government expenditures over a longer period. 

' ....... 
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