






































































































































States and Local Governments. Other governmenta} units
are urged to undertake a similar broad program to bring under
rontrol the inflationary influence of government at all levels.

. Enactment of Pending Legislation. There are several
important pieces of legislation now pending before Congress,
whose enactment would help to reduce the burdens now imposed
on the economy by government activities. These include the
- Surface Transportation Act, the Financial Institutions Act,
Trade Reform, and the creation of a Paper Work Commission

to review the administrative "bookkeeping" requirements
levied by government on the private sector. Congress is
urged to move swiftly to enact these measures.
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COUNCIL ON WAGE AND PRICE STABILITY

The Council on Wage and Price Stability will devote
primary emphasis to two functions: First, it will act as
a watchdog on the actions of the Executive Departments and
Agencies of the Government that raise costs and impede
competition. It will recommend needed changes in administra-
tive procedures, and changes in legislation where necessary,
to correct these practices.

Second, it will monitor wage and price movements in
the private sector. 1In general, the Council will carry out
this function by seeking the full, voluntary cooperation of
labor, industry, and the public to solve problems of mutual
concern. The Council will cooperate fully with the President's
new Labor-Management Committee. In addition, the Council
has the power to conduct public hearlngs and intends to use
it to explore the justification for price and wage increases,
as appropriate.

Among other duties the Council on Wage and Price Stability

~will work with the Cabinet Committee on Food and the Inter-

agency Fertilizer Task Force. Also, in dealing with specific
sectors in which price pressures are particularly virulent,
efforts will have to be concentrated on food, energy, con-
struction, medlcal care and primary industrial capacity.

The Council, however, will not be a.wage and price control

‘agency. Controls do not stop inflation; they did not do so

the last time around nor even in World War II when prices
increased despite severe rationing.

Indeed, controls can make inflation worse. They often
create shortages, hamper increased production, stifle growth
and cause unemployment. Ultimately, they can cause the fixer
and black marketeer to flourish while decent citizens confront
empty shelves and long waiting lines.
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NATIONAL COMMISSION ON PRODUCTIVITY

-

Increased productivity -- working smarter to increase’
the total economic output of our work force and equipment --
is a vital component of the drive to increase production.
This long-term goal will be pursued by a revitalized National

Commission on Productivity., The Commission will also ex-

“tend and deepen the drive to increase productivity in

government -~ Federal, state and local. It is important
that government set a good example of leadership in this
effort, and we may be sure that there is no shortage of
opportunity for productivity in the operations of govern-
ment. The rest of its effort will be in the private sector,
with primary emphasis on meaningful programs at the plant
level. Special attention will be devoted to food, trans-

- portation, construction and health-services.
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EMPLOYMENT ASSISTANCE

Increases in unemployment have raised the Nation's
unemployment rate to 5.8 percent in September. During this
period of high inflation and unemployment, there is a need
for Federal standby authority with minimal inflationary
impact, which will help alleviate the impact of unemploy-
ment should unemployment rates rise. Such action is neces-
sary to help alleviate unemployment problems in areas most
affected and to assure that the impact of inflation does not
unduly burden those workers least able to bear the costs.

The National Employment Assistance Act of 1974 would
respond to these needs by authorizing, during the next 18-
month period two programs which would begin to operate
should the national unemployment rate average 6 percent or
more for 3 months: . )

(1) A temporary program of income replacement known as
the Special Unemployment Assistance Program for experienced
unemployed workers in areas of high unemployment who have
exhausted all other unemployment compensation or who are
not eligible for such compensation; and .

(2) A program of employment projects for these same
areas, known as the Community Improvement Program.

While the primary purpose of the two programs is to
alleviate the hardships of unemployment upon individuals,
it will also alleviate the adverse impact on those local
economies hardest hit by unemployment. ' :

The unemployment assistance benefits serve to cushion
the effects of protracted unemployment by providing addi-
tional income replacement to workers who have either

exhausted their regular unemployment compensation benefits
or to individuals with a demonstrated labor force attach-
ment not otherwise eligible for unemployment insurance
benefits. Not only does this replace lost income, but it
provides workers with the time and opportunity to look for
work consistent with their skills and experience.

The table below shows funds and services now available
under Unemployment Compensation laws and the Comprehensive
Employment and Training Act (CETA). It also indicates how
much would become available over a twelve month period for
current unemployment programs, and for the two new proposed
programs, at average national unemployment levels of 6 per-
cent and 6.5 percent. Title II of the National Employment
Assistance Act would make a further $1 billion available if
national unemployment exceeded 7 percent on average for three

onths or more.
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“TA Public Service Joﬂé

Funds:...oo..-.ocv.-.

5.8%

$1,015 mil.

6%

$1,015 mil.

6.5%

$1,015 mil.

R [=) o1 S e 170,000 170!000 170,000

CETA Other Training and ) .

Employment .
Funds:..-..‘...‘..-.. $l;700 mil. $l'700 mil. ' $l‘700 milo
Man YearsS:t.eeeoeesoseoe 380,000 380,000

Unemployment Benefits

(current law)

Payments:..iieececese

$7,775 mil.

.

$8,145 mil.

380,000

$9,065 mil.

Beneficiaries:...e... 7.9 mil. 8.2 mil. 9.2 mil.
: " (annual rate)
National Employment '
Assistance Act
~ Special Unemployment
Benefits
»Payments.....‘.....' - $2’120 milQ $2'550 mil.
BeneficiarieS...cese - 2.73 mil. 3.31 mil.
UI Exhaustees..... ———— (.83 mil.) (1.05 mil.)
Previously Ineli- .
gibleooonoonouoo ———— (109 milo) (2.26 mil.) H
“ommunity Improvement ) '
. rojects : :
L Funds............-.. -————— sSOD Mil. $1’250 mil.
Man Years of Employ-
ment.....-....-.-- —— 83;000 208;000

The initiation of temporary projects by State and
local governments is perhaps the least inflationary way of
providing jobs for unemployed workers. Jobs provided by
these projects help to cushion the loss of income due to
unemployment, while enabling State and local governments
to provide their citizens with a socially useful product.

Because projects under this program will be generated
in and geared to areas with high unemployment in which
there exists a substantial amount of available manpower,
there should be little or no adverse impact on the regular
labor market. There is a limit of $7,000 a year for jobs
authorized by this program and therefore the average wages
will be considerably less than those earned in the private
sector. Most workers will obtain private jobs as the
economy grows.

The added cost of Community Improvement Projects may be
offset somewhat by reduced demand for food stamps and wel- i
fare payments, and by some increase in tax receipts from
employees in these projects.



DdoslC TUNCLING provisions O tne hatliondl hmploviient
. Assistance Act. Funds for both the Special Unemployment
“Assistance Program and the Community Improvement Program

become available when the national unemployment rate- reaches

6.0 percent on average for three consecutive months. For
the Special Unemployment Assistance Program, such funds as
are necessary are authorized if unemployment is above this
level. For Community Improvement Program, successive
increments of funds are authorized if the national unem-
ployment level reaches, for three consecutive months an
average of: :

-- 6.0 percent -- $500 million dollars authorized;
-- 6.5 percent -- another $750 million dollars

, . authorized; and
-- 7.0 percent -- an additional one billion dollars
o authorized.

When the national unemployment rate recedes below these.

.respective levels for three consecutive months on average,
Federal funds for new projects will cease.

Eighty percent of the available funds for Community

-~ Benefits for UI ineligibles will generally be the
amount that would be payable as computed under State
law if all work was performed for'covered employers.

-- No new beneficiaries would be eligible after June 30,

1976. .

Improvement Projects will be distributed by formula among
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‘Community Improvement Program.

-——

New program is structured so that as the national
employment rate rises, more money is available for
community improvement projects. ‘

Projects are limited to areas eligible for the
Special Unemployment Assistance Program.

Eligible applicants are prime sponsors under the
Comprehensive Employment and Training Act, in areas
that qualify.

Projects may be with State or local government
agencies.

Each Community Improvement project is limited to
6 months duration.

Not more than 10 percent of a sponsor's funds may be
used for administrative costs, supplies, material,

and equipment. : : .

Individuals eligible for employmehtfon these projects
are those who have exhausted their benefits under
the Special Unemployment Assistance Program.

Wages paid project employees must be at least the
minimum wage under the Fair Labor Standards Act, or
the State or local minimum wage, whichever is higher;
however, in no case may the wage exceed an annual
rate of $7,000. State or local governments may not
supplement wages with their own funds.

Prohibitions against political activities and dis-
crimination apply to the program.

The Community Improvement Program will provide funding
for projects such as conservation, maintenance or restoration
of natural resources, community beautification, anti-pollution
and environmental quality efforts, economic development and
the improvement and expansion of health, education, and recrea-
tion services and such other services which contribute to the

community.
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INTERIM HOUSING AID

-

sident Ford proposed extending, on a temporary basis,
ntages offered by the Government National Mortgage
ion (GNMA or Ginnie Mae) to mortagages which are not

Federal Housing Administration (FHA) insured or Veterans

Administ
mortgage
finance

proposed
of Feder
year for
power of

ration {VA) guaranteed -~ so called "conventional"

s. Three billion dollars -- an amount sufficient to

about 100,000 new homes -- would be available. The
program will be in addition to the over $19 billion
al funds that have been made available over the past
the purchase of mortgages to supplement the buying
hard-pressed thrift Institutions.

GNMA currently aids in creating a supply of credit for

mortgage
about 20
rates by

Housing

s on new homes insured by FHA or guaranteed by VA --
2 of the total mortgages -- at reasonable interest

e - ‘ e - ¢
~assuring, through commitments in advance, purchase
. 0f mortgages at a pre~determined price,

subsidizing market interest rates to lower levels in
the event interest rates do not fall after commitment
are made. . - '

guarantéeing, on a "full faith and credit basis,”
obligations secured by such mortgages.

Industry Situation Critical. Over the past 22 months

- -

Presiden

housing starts have dropped from 2.51 million units
to 1.13 million units. :

unemployment in the construction industry is 12.4
percent and climbing, with almost a half million
construction workers now unemployed.

many homebuilders are in financial difficulty.

t Ford's Proposal for Interim Housing Aid

By
for purc
where ho

making conventional mortgages on new homes eligible
hase by GNMA, builders and homebuyers will be assisted
me mortgage credit is scarce or non-existent.
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l. Level of Commitments. Aggregate amount of commit-
ments and mortgages which GNMA could hold at any time, i.e.
have purchased and not resold, could not exceed $7.75 billion.
A program of $3 billion of mortgage commitments, or enough
to finance about 100,000 new homes, is contemplated. The
precise amount would be determined on the basis of market
conditions at the time the new authority becomes law, and
additional programs would be activated as circumstances
require.

2. Mortgage Amounts, Discounts, Interest Rates, and
Downpayment Requirements. Subject to Congressional approval
the program would provide for a maximum mortgage amount of
$45,000. The effective interest rate would be determined
on the basis of market conditions at the time the program
went into effect and would be somewhat above the rate offered
on GNMA tandem programs for FHA/VA mortgages -- presently
- 8 3/4%. Twenty percent downpayments would be required with an
exception for down to 5% downpayments if the additional mort-
gage amount is covered by a qualified private mortgage insur-
ance contract so as to minimize cost of mortgagor defaults.

3. GNMA Disposition of Conventional Mortgages. Following
the precedent of existing law, GNMA could, depending upon
market or other factors, sell mortgages to the Federal National
Mortgage Association (FNMA) or the Federal Home Loan-Mortgage
Corporation (FHLMC), sell mortgages or commitments with a
provision for pooling by FNMA or FHLMC or other approved
issuers and sale by such issuers of GNMA-guaranteed "pass
through" securities or bond type securities on the market or

to the Federal Financing Bank or sell guaranteed "pass through"

securities to the Federal Financing Bank.

4. Cost and Budget Implications. Any subsidy would be
paid out of corporate funds and ultimately from Treasury
borrowing. Dollar amount of mortgages purchased would not
be excluded from budget authority, but would appear as outlays
in any fiscal year only to the extent they are not offset by
sales that year. Assuming (i) all mortgages purchased in a
given fiscal year were sold in that year, (ii) a face interest
rate of 9 1/4%, (iii) no discount points on GNMA purchase and
(iv) an average market rate at time of GNMA sale of 10%, the
budget outlays per each billion dollars of mortgages would be
about $50 million.
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