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

JUL

2 1976

MEMORANDUl4 FOR THE PRESIDENT
Subject:

Enrolled Bill s. 3201 - Public Works Employment
Act of 1976
Sponsor - Sen. Montoya (D) New Mexico

Last Day for Action
July 7, 1976 -Wednesday
Purpose
Authorizes a $2.0 billion program of aid to State and local
governments for public works projects; authorizes $1.25 billion
in "countercyclical" aid to these jurisdictions based on revenue
sharing entitlements and unemployment rates; and increases by
$700 million the authorization for the Environmental Protection
Agency's wastewater treatment grants program.
Agency Reconunendations
.Office of Management and Budget
Department of Commerce

•

Department of the Treasury
•

Council of Economic Advisers
Department of Housing and Urban
Development
·
Environmental Protection Agency
Department of Labor

Disapproval (Veto
message attached)
Disapproval (Veto
message attached)
Disapproval (Veto
message attached)
. Disapproval
Disapproval
No objection
· Approval

Discussion
S. 3201 contains the same three major prov~s~ons as the bill you
successfully vetoed last February (H.R. 5247), although at somewhat lower authorization levels. The bill you vetoed contained
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appropriation authorizations totalling $6.2 billion; the current
bill's total is $3.95 billion. As you know, the Administration
has indicated to the Congress its continued opposition to new
public works or subsidized jobs programs.
There are four major objections to this bill.

They are:

(.-:;J
·,.
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• fewer than 160,000 work-years of employment would be
provided rather than the 325,000 that its sponsors~"
claim;
• each work-year created would cost over $25,000;

'\:P

~

• the peak job impact would not occur until late in
calendar year 1977 or early in 1978; and
it would increase Federal spending by as much as $1.5
billion in fiscal year 1977 and about another $1 billion
in each of the next two years, and thus is an important
component of the increased spending by .Congress that
precludes your proposed tax cuts and enhances the risks
of inflation.
The conference report on the bill passed the Senate 70-25 and
the House 328-83.
Title I of the enrolled bill would authorize a new $2.0 billion
program through fiscal year 1977 to provide Federal grants to
State and local governments to cover 100 percent of the costs
of constructing, repairing, or renovating public.works projects.
Grants would also be made to cover the State and local share of
other federally assisted public works projects or the State or
local share of public works projects authorized under State or
local laws. The program would be administered by the Department
of Commerce.
At least 70 percent of~he funds under Title I would have to go
to areas having unemployment rates in excess of the national
average, but not less than one-half of one percent nor more
than 12.5 percent could go to any one State. Priority would be
accorded projects of local governments. The Secretary of Commerce
would have to act on each application for assistance within 60
days of receipt or the request would be automatically approved.
Grants would be made only if the Secretary received what he
deemed as "satisfactory assurance" that, if Federal funds were
made available, on-site labor could begin within 90 days of
approval of the project.
This House-initiated Title is objectionable for several reasons:
• Public works projects are a notoriously slow and
costly means of creating jobs.
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• By the time the peak employment impact would occur,
the economy will not require any additional stimulus •
• This Title would not directly benefit geographic areas
in which the need for jobs is in sectors other than
construction-- e.g., manufacturing and services.
• Resources would be directed into constructing public
facilities which would have to be maintained or
operated at public expense .
• The requirement of 100 percent Federal funding reduces
or removes State and local incentives to set investment priorities and to conduct careful project reviews.
Title II would authorize up to $1.25 billion in "countercyclical 11
revenue sharing assistance to State and local governments for
11
maintenance of basic services" for the 5-quarter period beginning
July 1, 1976. This assistance would be available quarterly as
long as the national rate of unemployment exceeded 6 percent.
For each quarter, this Title would authorize $125 million plus
$62.5 million for each half percentage point that unemployment
exceeded 6 percent. Based on current projections, most of the
authorized funds would be utilized in the five quarters.
One-third of the funds would be distributed to the States and
two-thirds to local governments. Allocations to all jurisdictions
would be based on the size of their revenue-sharing entitlements
and their rates of unemployment in excess of 4.5 percent. If' the
national rate of unemployment exceeds an average of 6 percent
during a quarter -- and in the last month of that quarter -- then
assistance would be available to the State and local governments
in the quarter which begins 90 days later. For example, if a
State and local government qualified during the quarter ending
March 31, 1976, the funds, if appropriated, would be available
July 1, 1976. The for~ula represents a substantial improvement
over that in the bill you vetoed in that the latter was
demonstrably heavily weighted toward a few cities, especially
New York City.
However, this type of countercyclical aid could encourage the further
expansion of spending by State and local governments, by reducing
pressures on State and local governments to economize. When
this proposed special assistance program nears expiration after
five quarters, there would be strong pressures -- even if the
national rate of unemployment had fallen -- to continue the
assistance indefinitely.

'
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'In addition, data required for implementation of this Title in
the first quarter of its effective period would not be available in time to meet the prescribed schedule. In the initial
quarter, payments would also be delayed by the need to obtain
appropriations, promulgate regulations, and obtain from thousands
of jurisdictions the signed assurances required by the bill.
Overall, the fiscal condition of State and local governments
has improved significantly and that improvement is expected
to continue. Renewed growth in own-source receipts has been
generated by the upturn in the economy. Continued major increases in Federal grants have also added to receipt growth.
Given this improvement, the justification for a countercyclical
program is inadequate.
At the time you vetoed H.R. 5247, you endorsed an alternative
approach: countercyclical block grants based upon the existing
Community Development Block Grant Program in·HUD. That alternative would avoid many of the pitfalls of the approach in s. 3201
and would involve relatively little cost. However, while the
House-passed "Housing Authorization Act of 1976" contained such
a provision, it was deleted in conference and prospects for its
passage this session are remote.
Title III of S. 3201 authorizes an. additional $700 million for
EPA 1 s wastewater treatment grants program and changes the
formula for distribution of funds under this program to shift
allocations from urban to rural States. The additional funds
provided would partially hold harmless States receiving less
funds under the new formula allocation.
This new authorization would have almost no impact on job
opportunities in the near future due to the long lead time
required in constructing wastewater treatment facilities •
Conclusion

•

Commerce, Treasury, CEA and HOD agree with our view that this
bill should be disapproved. EPA has no objection to Title III
because the agency believes there would be a positive effect
on the environment and employment levels if that Title were
enacted; the agency defers on Titles I and II.
In his attached letter, the Secretary of Labor states: "In my
view, additional Federal programs to provide support for jobs
through State and local governments are needed to address continuing unemployment problems." Although the Secretary indicates

I
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that an alternative with a more substantial short-term impact
' may be preferable to s. 3201, we were told informally that
the Secretary wishes to be recorded as favoring your approval
of this bill.
The proponents of Title I argue that
unemployment among certain groups, particularly
construction workers, remains excessive;
current programs which provide temporary jobs in
public service employment are too limited in funding
to provide adequate aid to the unemployed; and
there is a substantial backlog of public works
projects that have been delayed due to a lack of
funding.
Proponents of Title II assert that the 11 countercyclical"
assistance (1) would go quickly into the economy; (2) is
targeted to go to only those governments substantially affected
by the recession; (3} would phase out as the economy improves.
Finally, it is argued that the amount and quality of governmental services at the State and local levels should not be
determined by national economic conditions over which those
governments have no control.
Proponents of the bill also point out that the bill is within
the 1977 budget ceilings recently adopted by the Congress.
However, we believe that the argument for public works legislation is less persuasive now than it was last February when
you vetoed H.R. 5247. Since last February, the unemployment
rate has fallen • 5 percent and 1. 5 million more people have
become employed.
(This is about four and one-half times the
number of jobs that eve~ the proponents claim S. 3201 would
generate.)
We believe it necessary to veto this bill if we are to maintain
our position that the best way to decrease the size of the
Federal deficit and achieve sustained noninflationary growth
is to firmly resist additional spending.
·
As you know, a number of similar "job-creation" bills are
pending in Congress. A list is attached which shows the status
of these bills.

,
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We have prepared a draft veto message which is attached for
your consideration. I would note that there a~e several bills
which are likely to come to you for action in the next few
days which you may wish to veto. You may want to consider a
combined veto statement on a number of these bills.

Enclosures

'

Attachment
STATUS OF OTHER JOB CREATION LEGISLATION
Young Adult Conservation Corps (H.R. 10138)
Passed the House on 5/25/76 (291-70). The Senate Interior
Committee ordered H.R. 10138 reported with technical amendments on 6/23/76.
The hill is designed to provide year-round employment for
persons aged 16-23 in conservation and related projects and
would essentially be an extension of the existing Youth
Conservation Corps •
. Humphrey-Hawkins (H.R. 50/S. 50)
H.R. 50 reported out of House Education and Labor Committee
on May 15, 1976. Senate Labor and Public Welfare Committee
held one day hearings on s. 50 on May 15, i976. Current
prognosis is that this bill will not be acted upon until
after the Democratic Convention, if at all. Senator Humphrey
is said now to be embarrassed at the opposition to the bill
by Arthur Okun and Charles Schultze.
Esch-Kemp (Republican alternative to Humphrey-Hawkins)
The bill has not yet been introduced.
Public Service Jobs (H.R. 12987)
House passed H.R. 12987 (287-42) on 4/30 and the Senate Labor
and Public Welfare Committee reported H.R. 12987, with substantial amendments on 5/14.
Would extend and
and Training Act
Senate Committee
level of funding

amenp Title VI of the Comprehensive Employment
(CETA) with "such sums 11 authorizations. The
report indicates an intention to double the
for public service jobs.

TO THE SENATE

I am returning without my approval

s.

3201, the Public Works

Employment Act of 1976.
It was slightly more than five months ago that the Senate
sustained my veto of a similar bill, H.R. 5247, and the compelling
reasons supporting that veto are even more persuasive today with
respect to S. 3201.
I yield to no one in my concern over the effects of unemployment and my desire to increase the number of jobs available as
rapidly as is prudently possible.

At the same time, however,

I· have an obligation to the American people to reject what I
believe to be ill-conceived legislation.
The American taxpayers are sick and tired of merely throwing
money at problems, at promising more than the government can
deliver, and of heavy-handed Federal programs.

This bill repre-

sents election pork-barrel legislation at its worst.
When I vetoed H.R. 5247 last February, I pointed out that
it was unwise to stimulate even further an economy which was
showing signs of a strong and steady recovery.
time, the record speaks for itself:
has continued to

declin~,

Since that

The rate of unemployment

now standing at 7.3 percent as compared

to 7.8 percent at the start of this year.

More importantly,

one and one-half million more Americans now have jobs than was
the case six months ago and this healthy trend in all likelihood
will continue.

We have accomplished this without a resurgence

of inflation which plunged the country into the severe recession
of 1975.

,
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s.

3201 would authorize almost $4 billion .in additional

Federal spending -- $2 billion for public works, $1.25 billion
for "countercyclical" aid to State and local governments, and
$700 million for EPA wastewater treatment grants.
This bill:
• Would not substantially affect unemployment.
are made that it would result in 325,000 new

Claims
job~.

Based on past experience, a more realistic estimate
is·that fewer than 160,000 work-years of employment
would be provided.

Because the impact would be

spread over three or four years, the increase in
employment in any one year would be no more than
50,000-60,000.
Is poorly timed since the peak employment period
would not occur until one-to-two years from now,
when the worst of the unemployment problem will be
well behind us.

This is even more the case with the

additional $700 million authorized for EPA wastewater treatment grants.

The long lead time needed

to get this type of facility under construction is
well known.

•

•. Is expensive, costing the taxpayers more than $25,000
for each new year of employment created •
• Is inflationary since it would increase Federal spending, and consequently the budget deficit, by as much
as $1.5 billion in 1977 alone, and possibly even more
in subsequent years.

The higher deficits coupled

with the stronger inflationary pressures would

,
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uftdoubtedly raise interest rates.

This could

lead to a reduction of investment spending which
is ultimately necessary for us to obtain a high
level of productive jobs.
This lower investment spending would reduce increases in
productive capacity at a time when large increases are required
for a strong recovery without inflation.

A rekindling of in-

flation could easily throw us back into another recession,
possibly more severe than the one we have just been through.
Paradoxically, a bill designed to be a job creation measure
may in the long run prove to be a job destruction bill.
The countercyclical revenue sharing program in this bill
is just the sort of undesirable Federal spending we can illafford to indulge in if we are serious about bringing the
Federal budget into balance by 1979.

Rather than encouraging

greater economies and more prudent fiscal management by States
and cities, this measure would merely reinforce the tendency for
growing public expenditures at these levels of government ..
In returning

s. 3201, I want to remind the Congress once

again that it has failed to act on, or rejected, a series of
recommendations I made to ensure that the private sector of our

•

economy is free from unnecessary regulation and will have adequate
supplies of capital so it can continue to create permanent and
lasting jobs for all Americans.

This process may not have the

political glamour of more direct, interventionist schemes, but
it is far more likely to result in significant and permanent
improvements in the living standards of all our citizens.
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I therefore urge the Congress to abandon

~he

quick-fix

approach embodied in this bill and instead adopt proposals
which restrain the growth in Federal spending.

If we are to

have a healthy economy to deal with our employment problems,
Federal Government borrowing to support deficit spending must
be slowed.

s.

3201 only accelerates it.

I cannot stress too strongly the importance of pursuing
balanced economic policies that encourage the growth of the
private sector without risking additional inflation.

This is how

the problem of unemployment is being overcome, and the only way
it can be overcome for the permanent health of our economy.

THE WHITE HOUSE

July

1

1976

•
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TO THE SENATE OF THE UNITED STATES:

s.

I am today returning without my approval,
the Public Norks Employment Act of

.

t ~,'\~
~

This bill would require

3201,

19~
billion in Federal

spending above and beyond what is necessary.

It sends

a clear signal to the American people that four

mon~~

1 e 1 ect1on,
.
. -~
.
be f ore a nat1ona
t h e c angress 1s
~v1n~

'·u4·
.
1

~~~ en;:>~
A ,4J/.
steam a~aa
omises_
..-..d

giv

sol~ I' ti...
ay '1'£'0grams.
Ill,<F

not take the country down that path.
we have found where it leads:

cf
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Time and time again,

t~ ~~ defitits,

higher

taxes, higher inflation and ultimately higher unemployment.
We must stand

."f'8 ;:" ::; ~

a~

Congress to reconsider their

and join with

me now in keeping our economy on the road to healthy,
sustained growth.

___,

It was almost five months ago that the Senate sustained
my veto of a similar bill, H.R. 5247, and the reasons
compelling that veto are equally persuasive now with
respect to

s.

3201~

Bad policy is bad whether · the inflation

price tag is $4 billion or $6-billion.

'
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·Proponents .of

..

s. 3201-argue that it is urgently

needed to provide new jobs.
over the effects

o~

unemployment and in the desire that

there be enough jobs for
work.

I yield to no one in concern

ev~ry

American who is seeking

To emphasize the point, let me remind the Congress

that the economic policies of this Administration are
designed to create 2 - 2.5 million jobs in 1976 and an

.

.

additional 2 million jobs in 1977.

By C?ntrast, Admin-

istration economists estimate that this bill,

s.

3201,

will create.at most 160,000 jobs over the corning years
less than 5% of what my own policies will accomplish.
Moreover, the jobs created by S. 3201 would reduce national
unemployment by less than one-tenth of one. percent in
any year.

Th~

actual projection is that the effect would

be .06 perceu£
_ -.~
~ t a cost of $4 billion.

lY

Thus, the heart

of the debate over this bill is not over who cares the

.

RD',

(/ ,

J~

most -- we all care a great deal -- but over the best

~

$

way to reach our goal.
When I vetoed H.R. 5247 last February, I pointed out
that it was unwise to stimulate even further an economy
which was showing signs of a strong and steady recovery.
Since that time the record speaks for itseff. [T~ rate
'&f. une.mpJ 0~1PeO.t...has decline_q tO ].• 5 .Q,e.rcen.t, ~ CQIPp?UI'il .'i

t-&.~.1rpetceft\ at the &start Q.f ~ yei,r~.) The present

7.5 percent unemployment. rate is a full one percent lower

'
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than the average unemployment rate of 8.5 percent last
year.

~lmost

More importantly,

more Americans now have jobs

than~s

w"k:h
~t..f
acc~mpl~she

of last year.

enc&

three and a half million

We have

the

case~·
March

~~

-ft.~L:iJk7

'

thl~Woi:t'll'Ietl

.

se~-

of inflation which plunged the country into the

severe recession of 1975.

s. 3201 would authorize almost $4 billion

i~

additional

Federal spending -- $2 billion for public works, $1. 25 ·
.

.

billion for countercyclical aid to state and local govern-

.

ments, and $700 million for EPA waste _water treatment
grants.
Bey~nd

the intolerable addition to the budget,

has several serious deficiencies.
jobs would be created.

s. 3201

First, relatively few new

The bill's sponsors estimate that

s. 3201 would create 325,000 new jobs but, as pointed out
above, .our estimates indicate that at most some 160,000
work-years of employment would be created -- and that would
be over a period of several years.

The peak impact would

come in late 1977 or 1978 and would add no more than
....
50,000 to 60,QOO new jobs~
Second,

s.

3201 would create few new jobs in the

immediate future.

With peak impact on jobs in late 1977

or early 1978, this legislation would add further stimulus
to the economy at precisely the wrong time: when the
economy is already far into the recovery.

'
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Third, the cost of producing jobs under this bill
would be intolerably high,

p~obably

in excess of $25,000

per job.
Fourth, this bill would be inflationary since it
would increase Federal spending and consequently the
budget deficit by as much as $1.5 billion in 1977 alone.
It would increase demands on the economy and on the borrowing needs of the government when those demands are
least desirable.

Basic to job creation in the private

sector is reducing the ever increasing demands of the
•
Federal government for funds.
Federal government borrowing

It~

.

\

_)

to suppor·t deficit spending reduces the amount of money
available for productive investment at a time when many
. experts are predicting that we face a shortage of private
capital in the future.

Less private investment means

fewer jobs and less production per ·worker.

Paradoxically,

a bill designed as a job creation measure may, in the

. I

long run, place just the opposite pressures on the economy.
I recognize there is merit in the argument that some
areas of the country are suffering from exceptionally high
rates of unemployment and that the Federal government should
provide assistance.

My budgets for fiscal years 1976 and

1977 do, in fact, seek to provide such assistance.
Beyond my own budget
addressing

~he

recommendation~P

I believe that in

immediate needs of some of our cities hardest

hit by the recession, another measure before the Congress,

'

..

-5~

H.R. 11860 sponsored by Congressman Gar1 Brown and

s.

2986 sponsored by Senator Bob

Gr~ffin

provides a far

more reasonable ~nd construc~ive approach than the bill
I am vetoeing •
H.R. 11860 would target funds on those areas with the
highest unemployment so that they may undertake ~igh . pri~rity
activities at a fraction of the cost of S. 3201.

The funds

would be distributed exclusively under an impartial formula
as opposed to the pork barrel approach represented by
the public works portions of the bill I am returning
today.

Moreover, H.R. 11860 builds upon the sucessful

Community Development Block Gtant program.

That program

is in place and working well, thus permitting H.R. 11860
to be administered without the creation of

~

new bureaucracy.

I would be glad to accept this legislation should the
Congress formally act upon it as an alternative to S. 3201.
The best and most effective way to create new jobs is
to pursue balanced

~conomic

policies that encourage the

growth of the private sector without risking a new round
of inflation.

This is the core of my economic policy, and

I believe that the steady improvements in the economy over
the last half year on both the unemployment and inflation
fronts bear witness to its essential wisdom.

I intend

.to continue this basic approach becuase it is working.
· My proposed economic policies are expected to produce
lasting,

productiv~ .

American taxpayer.

jobs, not temporary jobs paid for by the

'
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This is a policy of balance, realism, and common sense.
It is ·a sound policy which provides long term benefits and

i

does not promise more than it ·can deliver.

·I

My program includes:
Large and permanent tax reductions that will leave
more money where it can do the most good:

in the hands of

the American people;
-- Incentives for the construction of new plants and ·
equipment irr areas of high unemployment;
-- More that $21 billion in

~ 14_
J..r.f~,
outlays~•ex5 ~f~--- -~

oJ. J

important public works such as energy facilities, wastewater
treatment plants, roads, and veterans' hospi tals)r)epresenting
a 17 percent increase over the previous fiscal year.
--· ·And ·a · five and three quarter year package of
general revenue sharing funds for state and local governments.
I ask Congress to act quickly on my tax and budget
proposals, which I believe will provide the jobs for the
unemployed that we all want.

,
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TO THE SENATE OF THE UNITED STATES:

s.

I am today returning without my approval,

3201,

the Public Works Employment Act of 1976.
This bill would require $3.95 billion in Federal ·
spending above and beyond what is necessary.

It sends

a clear signal to the American people that four month$
before a national election, the Congress is enacting
empty _promises and giveway programs. I will not take
.the country down that path.
have found where it leads:

Time and time again, we
to larger

defici~s,

higher

taxes, higher inflation and ultimately higher unemployment.
We must stand firm.

I know the

temptatio~s,

but

I urge Members· of Congress to reconsider their positions
and join with me now in keeping our economy on the road
to healthy, sustained growth.
It was almost five months ago that the Senate sustained
my veto of a similar bill, H.R. 5247, and the reasons
compelling that veto
respect to

s.

3201.

a~e

equally persuasive now with

Bad policy · is bad whether the inflation

price tag is $4 billion or ·$6 billion.

'

-2Proponents of

s.

3201 argue that it is urgently

needed to provide new jobs.

I yield to no one in concern

over the effects of unemployment and in the desire that
there be enough jobs for every American who is seeking
work.

To emphasize the point, let me remind the Congress

that the economic policies of this Administration are
designed to create 2 - 2.5 million jobs in 1976 and an
addit~onal

2 million jobs in 1977.

By contrast, Admin-

istration economists estimate that this bill, S. 3201,
will create at most 160,000 jobs over the coming years
less than 5% of what my own policies will accomplish.
Moreover, the jobs created by

s.

3201 would reduce national

unemployment by less than one-tenth of one percent in
any year.

The actual projection is that the effect would

be .06 percent, at a cost of $4 billion.

Thus, the heart

of the debate over this bill is not over who cares the
most -- we all care a great deal -- but over the best
way to reach our gpal.
When I vetoed H.R. 5247 last February, I pointed
out that it was unwise to stimulate even further an economy
which was showing signs of a strong and steady recovery.
Since that time the record speaks for itself.

The present

7.5 percent unemployment rate is a full one percent lower

'

-3than the average unemployment rate of 8.5 percent last
year.

More importantly, almost three and a half million

more Americans now have jobs than was the case in March

/·~:Ro

<,\
C· '

of last year.

We have accomplished this while at the

same time reducing the inflation which plunged the country

7~ \

),, J

;,, I
~/

,./'

into the severe recession of 1975.

s.

3201 would authorize almost $4 billion in additional

Federal spending -- $2 billion for public works, $1.25
billion for

counter~yclical

aid to state and local govern-

ments, and $700 million for EPA waste water treatment
grants.
Beyond the intolerable addition to the budget, S. 3201
has several serious deficiencies.
jobs would be created.

s.

First, ·relatively few new

The bill's sponsors estimate that

3201 would create 325,000 new jobs but, as pointed out

above; our estimates indicate that at most some 160,000
work-years of employment would be created -- and that would
be over a period of several years.

The peak impact would

come in late 1977 or 1978 and would add no more than
50,000 to

60~000

new jobs in any year.

'
Second,

s.

3201 would create few new jobs in the

immediate future.

With peak impact on jobs in late 1977

or early 1978, this legislation would add further stimulus
to the economy at precisely the wrong time: when the
economy is already far into the recovery.

-4-

Third, the cost of producing jobs under this bill
would be intolerably high, probably in excess of $25,000
per job.
Fourth, this bill would be inflationary since it
would increase Federal spending and consequently the
budget deficit by as much as $1.5 billion in 1977 alone.
It would increase demands on the economy and on the bor-

~

~~

0

·~;

rowing needs of the government when those demands are
least desirable.

u

Basic to job creation in the private

sector is reducing the ever increasing demands of the
Federal government for funds.

Federal government borrowing

to support deficit spending reduces the amount of money
available for productive

investm~nt

.at a time when many

experts are predicting that we face a shortage of private
capital in the future.

Less private investment means·

fewer jobs and less production per worker.

Paradoxically,

a bill designed as a job creation measure may,· in the
long run, place just the opposite pressures on the economy.
I recognize there is merit in the argument that some
areas of the country are suffering from

ex~eptionally

high

rates of unemployment and that the Federal government should
provide assistance.

My budgets for fiscal years 1976 and

1977 do, in fact, seek to provide such assistance.
Beyond my·own budget recommendations, I believe that in
addressing the immediate needs of some of our. cities hardest
hit by the recession, another measure before the Congress,

'
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H.R. 11860 sponsored by Congressman Ga/y Brown · and

s. 2986 sp'onsored by Senator Bob Griffin provides a far
more reasonable and constructive approach than the bill
I am vet{jing. •
H~R.

11860 would target funds on those areas with the

highest unemployment so that they may undertake high priority
activities at a fraction of the cost of

s. 3201.

The funds

would be distributed exclusively under an impartial formula

·'1

as opposed to the pork barrel approach represented by
the public works poxtions of the bill I am ieturning
today.

Moreover, H.R. 11860 builds upon the sucessful

Community Development Block Grant .program.

That program

is in place and working well, thus permitting H.R. 11860
to be administered without the creation of a new bureaucracy.
I would be glad to accept this legislation should the
Congress formally act upon it as an alternative to

s.

3201.

The best and most effective way to create new jobs is
to pursue balanced.economic policies that encourage the
growth of the private sector without risking a new round
of inflation.

T~is

is the core of my economic policy, and

I believe that the steady improvements in the economy over
the last half year .on both the unemployment and inflation
fronts bear witness to its essential wisdom.

I intend

to continue this basic approach becuase it is working.
My proposed economic policies are expected to produce
lasting, .productive jobs, not temporary jobs paid for by the
American taxpayer.

'
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This is a policy of balance, realism, and common sense.
It is a sound policy which provides lorig term benefits and
does not promise more than it can deliver.
My program includes:
-- Large and permanent tax reductions that will leave
more money

whe~e

it can do the most good:

in the hands of

the American people;
-- Incentives for the construction of new plants and
equipment in areas of high unemployment;
More that $21 billion in outlays in the fiscal
year beginning October 1st for important public works
such as energy facilities,
roads, and

veter~ns'

wast~ater

treatment plants,

I .
hospitals, representing a 17 percent

increase over the previous fiscal year.
And a five and three quarter year package of
general revenue sharing funds for state and local governments.
I ask Congress to act quickly on my tax and budget
proposals, which I believe will provide the jobs for the
unemployed that we all want.

'

TO THE SENATE OF THE UNITED STATES:
I am today returning without my approval,

s.

3201,

the Public Works Employment Act of 1975.
This bill would require $4.0 billion in Federal
spending above and beyond what is necessary.

It sends

a clear signal to the American people that four months
before a national election, the Con ress is moving full
steam . ahead on promises an

rograms. I will

not take the country down t
we have found where it leads:

Time a·nd time again,
to higher deficits, higher

taxes, higher inflation and ul tima.tely higher unemploymenL
~le

must stand firm on principle. I know the temptations

all run in the other direction, - but I urge Members of
Congress to reconsider their positions and join with
me now in keeping our economy on the road to healthy,
sustained growth.
It was almost five months ago that the Senate sustained
my veto of a similar bill, H.R. 5247, and the reasons
compelling that veto are equally persuasive now with
respect to

s.

3201.

Bad policy is bad whether the inflation

price · tag is $4 billion or $6 billion.

'

!
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Proponents of

s.

3201 argue that it is urgently

needed to provide new jobs.

'I yield to no one in concern

over the effects of unemployment and in the desire that
there be. enough jobs for every American who is seeking
work.

To emphasize the point, let me remind the Congress.

that the economic policies of this Administration are
designed to create 2 - 2.5 million jobs in 1976 and an
additional 2 million jobs in 1977.

By contrast, Admin-

istration economists estimate that this bill,

s.

3201,

will create ' at most 160;000 jobs over the coming years

z-

r-r;ss than 5% of what my own policies will accomplish.
Moreover, the jobs created by S • . 3201 would reduce national
unemployment by less than one-tenth of one percent in
any year.

The actual projection is that the effect would

be .06 percent at a cost of $4 billion.

Thus, the heart

of the debate over this bill is not over who cares the
most -- we all care a great deal -- but over the best
way to reach our goal.
When I vetoed H.R. 5247 last February, I pointed out
that it was unwise to stimulate even further an economy
which was showing signs of a strong and steady recovery.
Since that time the record speaks for itself.

The rate

of unemployment has declined to 7.5 percent as compared
to 7.8 percent · at the start of this year.

The present

7.5 percent unemployment rate is a full one percent lower

'
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than the average unemployment rate of 8.5 percent last
year.

More importantly, almost three and a half million

more Americans now have jobs than . was the case in March
of last year.

We have accomplished this without a resurg-

ence of .inflation which plunged the country into the
severe recession of 1975.
~· ·

•

s.

3201 would authorize almost $4 billion in additional

Federal spending -- $2 billion for public works, $1.25 _·

~

'"'U /\.

~)
. _/

billion for countercyclical aid to state and local governments, and $700 million ·for EPA waste water ·treatment
grants.

,.---7

(

-

Beyond the intolerable addition to the budget,

has several . serious deficiencies.
jobs would be created.

s.

3201

First, relatively few new

The bill's sponsors estimate that

S. 3201 would create 325,000 new jobs but, as pointed out
above, our estimates indicate that at most some 160,000
work-years of employment would be created -- and that would
be over a period of several years.

The peak impact would

come in late 1977 or 1978 and would add no more than

'

50,000 to 60,000 new jobs.
Second,

s.

3201 would create few new jobs in the

immediate future.

With peak impact on jobs in late 1977

or early 1978, this legislation would add

f~rther

stimulus

to the economy at precisely the wrong time: when the
economy is already far into the recovery.

-4Third,_ the cost of producing jobs under this bill
would be intolerably high, ·probably in excess of $25,000
per job.
Fourth, this bill would be inflationary since it
would increase Federal spending and consequently the
budget deficit by as much as $1.5 billion in 1977 alone.
It would increase demands on the economy and on the borrowing-needs of the government when those demands are
least desirable.

Basic to job creation in the private

sector is reducing the ever increasing demands of the
Federal government for funds.

Federal government borrowing

to support deficit.spending reduces the amount of money
available for productive investment at a time when many
experts are predicting that we face a shortage of private
capital in the future.

Less private investment means

fewer jobs and less production per worker.

Par~doxically,

a bill designed as a job creation measure may, in the
long run, place just the opposite pressures on the economy.
I recognize there is merit in the argument that some
areas of the country are suffering from exceptionally high
rates of unemployment and that the Federal government should
provide assistance.

My budgets for fiscal years 1976 and

1977 do, in fact, seek to provide such assistance.
· Beyond my own budget recommendations, I believe that in
addressing the immediate needs of some of our cities hardest
hit by the recession, another measure before the Congress,

'

4
.,

~~tf{'/

-sH.R. 11860 sponsored by

s.

Brown and

2986 sponsored by Senator Bob Griffin provides a far
and constructive approach than the bill

more
I

Congressma~

am
H.R. 11860 would . target funds on those areas with the

highest unemployment so that they may
~ctivities

und~rtake

at a fraction of the cost of

high priority

s. 3201.

T~e

funds

would be distributed exclusively under an impartial formula
as opposed to the pork barrel approach represented by
the public works portions of the bill I am returning
today.

More·o ver, H.R. 11860 builds upon t h e e c 9

Community Development Block

G~ant

is in place and working well,

thu~

program.

That program

permitting H.R. 11860

to be administered without the creation of a new bureaucracy.
I would be glad to accept this legislation should the
Congress formally act upon it as an alternative to

s.

3201.

The best and most effective way to create new jobs is
to pursue balanced economic policies that encourage the
growth of the private sector without risking· a new round
of inflation.

This is the core of my economic policy, and

I believe that the steady improvements in tne economy over
the last half year on both the unemployment and inflation
fronts bear witness to its essential wisdom.

I intend

to continue this basic approach becuase it is working.
My proposed economic policies are expected to produce
lasting, productive jobs, not temporary jobs paid for by the
American taxpayer.

,

..
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This is a policy of balance, realism, and common sense.
It is a sound policy which provides long term benefits and
does not promise more than it can deliver.
My program includes:
-- Large and permanent tax reductions that will leave
more money where it can do the most good:

in the hands of

the American people:
I
"")

Incentives for the construction of new plants and
equipment in areas of high unempl6yment:

•

-- More that $21 billion in outlays next year for ______
important
treatment plants, roads, and veterans' hospitais representing
a 17 percent increase over the previous fiscal year.
And a -five and three quarter year package of
general revenue sharing funds for state and local governments.
I ask Congress to act quickly on my tax and budget
proposals, which I believe will provide the jobs for the
unemployed that we all want.

,

THE WHITE HOUSE
WASHINGTON

July 6, 1976

MEMORANDUM FOR

JIM CONNOR

FROM:

BILL GOR OG

Ji~

tJ""

The attached statement was edited by the President,
Dick Cheney, Dave Gergen, Jack Marsh, Jim Lynn,
Jim Cannon and others attending the 10:30 meeting
this morning.
The final draft was reviewed by Roger Porter,
Paul O'Neill and me.

'

\

J

~

'

~~~
t/~ou.J:::3 ·

u~S ~
, ;(;:, '3: 2-3

-to

TO THE SENATE OF THE UNITED STATES:
I am today

re~~ing

tp

4~

without my approval,

f!/

s.

3201,

the Public Works Ell.tloyment Act o f . v ·
This bill would require $4.0 billion in Federal
spending above and beyond what is necessary.

It sends

a clear signal to the American people that four months
before a national election, the Congress is moving full
steam ahead on promises and giveway programs. I will
not take the country down that path.
we have found where it leads:

Time and time again,

to higher defitits, higher

taxes, higher inflation and ultimately higher unemployment.
We must stand firm on principle. I know

~he

temptations

all run in the other direction, but I urge Members of
Congress to reconsider their positions and join with
me now in keeping our economy on the road to healthy,
sustained growth.
It was almost

five~ths ag~t theSe~ sust~d

my veto of a similar bill, H.R. s~l7, and the reasons
compelling

that~)P

are equally persuasive now with

respect to

s. 3~~1.

Bad policy is bad whether the inflation

price tag is $4 billion or $6-billion.

'
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-Proponents of S. 3201 -argue that it is urgently
needed to provide new jobs.

yield to no one in concern

I

over the effects of unemployment and in the desire that
there be enough jobs for
work.

To emphasize the

ev~ry

American who · is seeking

point~et

that the economic policies
designed to. , a t e 2- 2.5

me remind the Congress

~~is Administr~ are
mil~ jobs in 1 76 and an
By contrast, ~~

additional 2 million jobs in 1977.
istration economists
will

creat~most

es~

~his

that

bill,

s.

~~1,

·

160,000 jobs over the coming years

less than 5% of what my own polici~ll accomplish.
Moreover, the jobs create-d by S

01 would reduce national
in

any

-!Jfr·

The" actual projecti

be .06 percent at a cost of $

is that the effect would

billion.

Thus, the heart

of the debate over this bill is not over who cares the
but over the best

most -- we all care a great deal
way to reach our goal.

y

When I vetoed H.R. 5247 last February, I pointed
that it was unwise to stimulate even further an economy
which was showing signs of a strong and steady recovery.
Since that time the record speaks
of

un~ment

t~percent

~self.

The rate

has declined to 7.5 percent as compared
at the start of this

yea~e

present

7.5 percent unemployment- rate is a full one percent lower

'

y
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than the average unemployment rate of 8.5 percent last
year.

More importantly, a·lmost three and a half million

more Americans now have jobs than was the case in March
of . last year.

We have accomplished this without a resurg-

ence of inflation which plunged the country into the
severe recession of 1975.

32~ould au~~e

s.

Federal spending --

almost $4

$~~llion

~on ad~onal
in

for public works,

$1~

billion for _ c~rcyclical aid to state and local governments, and

$;6~

million for EPA waste .water treatment

grants.
Beyond the intolerable addition to the budget,

s.

3201

has several serious deficiencies.

First, relatively few new

job~d

sponsors estimate that

s.

be Created.

~'s

3201 would create 325,000 new jobs but, as

above, .our

es~imates

point~ ~ut

indicate that at most some

16~~

work-years of employment would be created -- and that would
be over a period ~everal years.
co~~n

sCP,~oo

late
to

1~~7

60,~~

Second,

s.

1~

or 1978 and would add no more than
new jobs.

'

3201 would create few new jobs in the

immediate future.
or early

The peak impact would

With peak impact on jobs in late

1~

this legislation would add further stimulus

to t.he economy at precisely the wrong time: when the
economy is already far into the recovery.

--
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b~

Third, the cost of producing jobs . under this

would be intolerably high,

p~obably

in excess of

$25~000

per job.
Fourth, this bill would be · inflationary since it
would increase Federal spending
budget deficit by as much as

a~nsequently ~

$l.~llion

in 197yP'alone.

It would increase demands on the economy and on the borrowing needs of the government when those demands are
least desirable.

Basic to job creation in the private

sector is reducing the ever increasing demands of the
•
Federal government for funds. Federal government borrowing
to suppor·t deficit spending reduces the amount of money
available for productive investment at a time when many
experts are predicting that we face a shortage of private
capital in the future.

Less private investment means

fewer jobs and less production per ·worker.

Paradoxically~0
.!"~·

'v ''·

()

a bill designed as a job creation measure may, in the

-

<,
6'

long run, place just the opposite pressures on the economy.
I recognize there is merit in the argument that some
areas of the country are suffering from exceptionally high
rates of unemployment and that the Federal government should
provide assistance.

My budgets for fiscal years 1976 and

1977 do, in fact, seek to provide such assistance.
Beyond my own budget

recommendation~~

I believe that in

addressing the immediate needs of some of our cities hardest
hit by the recession, another measure before the Congress,

'

-5H. R.

s.

~~~O

sponsored by Congressman Gary Brown and

sponsored by Senator Bob Griffin provides a far

2

.

.

more reasonable and constructive approach than the bill
I am vetoeing •

H.R.

11860 would target funds on those areas with the

highest unemployment so that they may undertake high-priority
activities at a fraction of the cost of S. 3201.

The funds

would be distributed exclusively under an impartial formula
as opposed to the pork barrel approach represented by
the public works por~~o~~phe bill I am returning
today.

More·o ver,

H.Rya~o _builds

upon the sucessful

Community Development Block Gtant . program.

That program

is in place and working well, thus permitting
to be administered without the creation of

~

H.R.
new

11860
~«>R"o

bureaucr~i:

~
<P

~

I would be glad to accept this legislation should the
Congress formally act upon it as an alternative to

s.

~

~

3201.

"'"

The best and most effective way to create new jobs is
to pursue balanced

~conomic

policies that encourage the

growth of the private sector without risking a new round
of inflation.

This is the core of my economic policy, and

I believe that the steady improvements in the economy over
the last half year on both the unemployment and inflation
fronts bear witness to its essential wisdom.

I intend

to continue this basic approach becuase it is working.
· My proposed economic policies are expected to produce
lasting,

productiv~ .

American taxpayer.

jobs, not temporary jobs paid for by the

'

-6-

This is a policy of balance, realism, and common sense.
It is ·a sound policy which provides long term benefits and
does not promise more than it ·can deliver.

·~

My program includes:

Large and permanent tax reductions that will leave
more money where it can do the most good:

in the hands of

the American people;
Incentives for the construction of new plants and ·
equipment in areas of high

~loyment;

-- More that $21 billion in outlays next year for
important public works such as energy facilities, wastewater
treatment plants, roads, and veterans' hospitals representing
a 17 percent increase over the previous fiscal year.
--· And a · five

~nd t~

quarter year package of

general revenue sharing funds for state and local governments.
I ask Congress to act quickly on my tax and budget
proposals, which I believe will provide the jobs for~~g
unemployed that we all want.

,

