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Program 

Research Project Support 

National Research Centers 
and Programs 

• 	 Research Applied to 
National Needs (RANN) 

Science Education -c 
Graduate Student supportj 

Other 

.. ' Total. 

NATIONAL SCIENCE FOUNDATION 


1977 OUTLAY REDUCTIONS 


Planning Current 
guidance Adjustments estimate 

395 395 

172 172 

82 82 

69 69 

57 
I. 57 

775 775 

Revised 
Suggested planning 
reductions guidance 

395 

172 

-50 

82 

19 

57 

-50 725 

.....'. 
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Summary of Outlay Reductions (Part I) 
National Science Foundation 

(dollars in millions) 

9/5/75 Effect on outlays in: 
1976 1977 1978 

A. 	 1977 planning guidance and related 
1976 amount xxx 775 xxxx 

B. 	 Suggested program reductions in 
Science Education and Training: 

• Current estimate •••••••••••••••• 65 69 69 
OMB recommendation ••••• 53 19 o 

Suggested 'reduction -12 -50 -69 

Total suggested reduction -12 -50 	 -69 

Revised 1977 planning guidance and 
related 1976 amount •••••••••••••• , 708 725 xxxx 
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1977 Out~~y Reductions (Part II) 
NSF/Science Education and Training 

(dollars in millions) 

Date: September 5, 1975 

;x-? appropriation request 	 ;--J deferral action , 
~ other administrative action 	 Ix / rescission action 

;--? substantive legislation 	 I~ other congressional action 

1976 1977 ~~19~7~8~~___ 
BA outlays BA Outlays BA Outlays 

Arnount: 
• 	 current e'stimate . . . . . . . . . . . . .. . 65 65 69 69 xxx 69 

OMB recommendation ~ •••••••••••• 40 53 o 19 xxx o 
Suggested reduction ••••••••••• -25 -12 -69 -50 xxx -69 

Actions required: 

Eliminate support in NSF for science education programs and graduate student support through 
fellowships. Because only about one-half 	of new budget authority is expended in the year of 
obligation, a recission will be needed for part of the 1976 program in order to reduce outlays 
by $50M in FY 1977. 

Program impact: 

Would eliminate program. However, of all NSF activities, science education is considered as 
lowest priority on programmatic grounds. The only other option for reducing 1977 outlays 
is a cut in research programs. Because only about 27% of new authority is expended in the 
first year in these programs, BA in FY 1977 would have to be reduced by over $lOOM even with 
rescission in FY 1976. Furthermore, NSF research support plays a pivotal role now that basic 
research in mission agencies is more and more being squeezed by inflation. Despite criticism 
from Senator Proxmire of some research projects supported by NSF that appear trivial from 
their titles, research proposals must generally pass rigorous quaJ,i tative.. ,r$Yfi~{'J before grants 
are made. Less than 50% of proposals for support are. funded by NSF. ." " <0\.
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Other consideration: 

NSF would strongly oppose this reduction both because the Found~tion believes it has a 
responsibility in improving science education and because of the strong congressional 
support for these programs. A reduction in the research program, however, would send a 
strong~negative signal tha~ the A~ministratio~ is generally anti-science,because NSF 
symbol~zes Federal support of bas~c research~n all fields of science to underpin future 
economic growth and improvements in the quality of life • 
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Date: 9/5/75 

~ appropriation request 

/ / other administration action 

/x/ substantive legislation 

• F_"":"LO'.lnt: 

Cu~r2~t estinate .........•. 
0:·;:g reco::-menda tion ......... . 

Suggested reduction•...... 

Actio;1s required: 

Limit cost-of-living increase 

PrograrTl impact: 

BA 

3,443 
3,443 

to 60% 

1977 Outlay Reductions (Part II) 

RRB Railroad Retirement 

(dollars in millions) 


/ / deferral action 

rescission actionLI 

other congressional actionLI 

1976 1977 1978 
Outlays BA Outlays BA Outlays 

3,443 3,567 3,567 xxx 3,829 
3,443 3,567 3,457 xxx 3',719 

-110 xxx -110 

of the increase in the applicable index. 

1 million beneficiaries would receive less than the expected benefit·increase. 

Other consideration: "",..---:-...... 
/.C ~AL{)~. \> ~ 

Enactment is extremely unlikely. 
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TENNESSEE VALLEY AUTHORITY 

1977 Outlay Reductions 


($ millions) 


Revised 
Planning Current Suggested planning 

Proyram guidance Adjustments estimate reductions guidance 

Power plant construction 
program 725 xxx 725 22 703 

Nonpower program 95 xxx 95 2 93 

Employment reduction 1 -1 

Total 820 xxx 820 25 795 
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SUMMARY OF OUTLAY REDUCTIONS 
TENNESSEE VALLEY AUTHORITY 

($ in millions) 

Effect on outlays in 

1976 1977 1978 


A. 	 1977 planning guidance •...... xx 820 xx 


Current estimate .•.......••.. 	 781 820 xx 


• 

B. 	 Suggested program reductions: 
power ....................... . o 22 o 
nonpor...ver •.••••••••••••••••••• o 2 o 

C. 	 Personnel reduction: 1 1 


Total suggested reduction ..•. 	 o 25 1 


Revised 1977 planning guidance 

and related 1976 amount .•.• 781 795 xx 
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1977 Outlay Reductions (Part II) 
TENNESSEE VALLEY AUTHORITY 

(dollars in millions) 

Date: September 5, 1975 

IY7 appropriation request l}i deferral action 

IX? other administration action I~ rescission action 

I~ substantive legislation I~ other congressional action 

1976 1977 1978 
]I..mount: BA Outlays BA Outlays BA Outlays• 

Current estimate ....• 10,087.8 II 781 94.1 820 xxx 961 
0i-1B reccr:unenda tion ... 10 , 087.8 - 781 81.4 796 xxx 961 

Suggested reduction o -0 12.7 24 xxx -0 

!I Assumes passage of $10 B bonding legislation 

Actions Required:
~ 

Reduce construction outlays by delaying new starts on 3 new power plants and with 
some slowdown on water program. TVA's past forecast for the demand for electri­
city exceeded the actual demand which enables the deferring of power construction. 
Moreover, this reduction of outlays will assist in improving its financial position. 

Pro::rram Impact: 

Relatively minor program inlpact assuming TVA's power demand grows at or about pro­
jected demand rate. Staff analysis estimated the growth rate to be 5.5% in May 
which is slightly lower than the rate used in June of 5.8% by Nuclear Regulatory 
Conuniss i011. 
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AGENCY FOR INTERNATIONAL DEVELOPMENT 

1977 OUTLAY REDUCTIONS 

Progr am 

Funclional Devel opment Assistance.. ....... 

Planning 
gu~dance 

894 

!!! 
Adjustments 

- 2 

Current 
estimate 
- ~ 

892 

Suggested 
reductions 

-22 

Revised 
planning 
gQi c!~~.Pc e 

870 

.' 

In t ernationa l Orga nizat ions and 
,.. rogr e:1ITl s ..•..••..••.•••...•••••.•••••.•• 

Ope~atlng Expenses . .. . , ... ... . ........... . 

210 

209 

210 

209 

-15 

- 2 

195 

207 

.'ul tJ.·;·:'r.c c for Foreign aid 
rc-quirent....J1ts .......•...•....•.•.•..•.. , .• 

Dtli e r .\ TD •.•••. ••..... " • . . • • • • . . . • • • . • . . • • 120 

+1294 

+57 

1294 

177 

1294 

177 

Less Receipt s . . . . . .................•...... -390 -390 -390 

Employment Reduction...................... - If 4 

To t al 1043 1349 2392 -43 2349 

a / Ap proved by the Pres ident but not yet transmitted. 



-- -- -- --

\'-...i 

SUMMARY OF OUTLAY REDUCTIONS 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
(dollars in millions) 

Effect on outlays in: 
1976 	 1977 

A. 	 1977 Planning guidance •••••••••••••••••••••••• xxx 1043 
Adjustments: . + 55 

Al1c:Mance . for Fore~gn aid requirerrents •.....•• 	 xxx +1294 

• Current estimate ............................. . 	 1014 2392 


B. 	 Suggested program reductions: 
Functional Development Assistance ••••••••••• -22 
International Organizations and 

Progr ams . . . . . . . . . . . ••..•.. -15 
Operating Expenses •• 2 

C. 	 Employment Reduction •••••••••••••••••••••••••• 4 

Total 	suggested reduction........ • ••••••••••••• 43 


Revised 1977 planning guidance arid 
2349related 1976 amount ................ ·............ . 
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xxx 

xxx 

xxx 

-55 


- 9 


- 68 

xxx 



1977 Outlays Reductions (Part II) 
AID Functional Development Assistance 

(dollars in millions) 

Date: 9/6/75 

I-XI appropriation request 	 I I deferral action 

I=:I other administration action 	 I I rescission action 

I I. substantive legislation 	 I I other congressional action 

• 	 1976 1977 1978 
BA Outlays BA Outlays BA Outlays 

Amount: 
Current es t1m.a te .......•.. .- •....•.... 858 820 1010 892 xxx 1040 
OMB recommendation. • ••••••••• 858 820 863 870 xxx 985 

Suggested reduction.. • ••••• 	 147 22 55 

Actions required 
Holding appropriation request to 1976 level for functional accounts. 

Program impact: 
By adjusting among functional accounts, would--permit-modest__increases in highest priority areas of food 
production and population over 1976 request levels. It would necessitate a budget request for less than 
we have already sought in the authorizing legislation. 

Other consideration: 
This would probably not be too inconsistent with Secretary Kissinger's UN speech, which did not stress 
increasing bilateral aid. 
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1977 Outlay Reductions (Part II) 
International Organizations and Programs 

(dollars in millions) 

Date: 9/6/75 

I xl appropriation request 1__1 deferral action 

1--1 other administration action 1--1 rescission action 

I-I· substantive legislation I=:I other congressional action 

• 
1976 1977 1978 

BA Outlays BA Outlays BA Outlays 

Amount: 
Current estimate •••••••••••••••••••• 190 140 215 203 xxx 214 
OMB recommendation •••••••••••••••••••• 190 140 190 188 xxx 205 

Suggested reduction••••••••••••••••• 25 15 -9 

Actions required: 
Hold appropriation request to 1976 level. 

Program impact: 
Probably very slight, since Congress can be expected to reduce the 1976 request substantially; so this 
would still constitute an increase. 
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1977 Outlay Reductions (Part II) 
AID Operating Expenses 

(dollars in millions) 

Date ; 916/75 

I xl appropriation request 1==1 deferral action 

1__1 other administration action 1__1 rescission action 

1--1 substantive legislation 1__1 other congressional action 

• 
1976 1977 

BA Outlays BA Outlays BA 

Amount: 
Current estimate •••••••••••••••••• 205 191 208 209 xxx 
OMB recommendation •••••••••••••••• 205 191 205 207 xxx 

Suggested reduction ••••••••••••• 3 2 

Actions required: 
Hold appropriation request to 1976 level. 

Program impact: 
Virtually none in this account. 
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1977 Outlay Reductions 
Defense 

The attachment identifies potential outlay reductions of $5.8B from the 

1977 Defense~1ilitary pL'mning ceiling of $98.2B. This would reduce 

Defense ou&lays about san below the recommended 1976 level in real 

terms. Since the Defense planning process is already $7B higher in 

outlays than the $98.2B level, the recommended reductions would involve 

total adjustments of about $12B from the internal DOD planning level. 


In conducting this exercise a ground rule was established to protect 

existing force levels. The identified reductions are concentr~ted 


in the following areas: 


.Military/civilian pay - $3.lB, reflecting a 5% limit on the 
October 1975 and October 1976 pay raises and identified budgetary 

. issues. 

Military/civilian manpower reductions - $.7B. This includes a 

30,000 man reduction in military end strength for transients and an 

additional 50,000 reduction in Defense civilian personnel by end 

FY 1977. 


Defense operations - $.8B. This will require a tightening up in 

non-readiness related areas such as travel and stock funds and includes 

a 5% reduction in operational activity across the three services. 


Investment programs - $1.2B. This would provide sharply lower 

ievels than now planned for Defense R&D and production in 1977 but 

still permits a real growth of 6% ove~ the 1976 level. Non-operational 

construction would be sharply reduced in both 1976 and 1977. 


About .half of the proposed reductions - those concerned with military/ 

civilian. pay - could be accomplished with no adverse effects on Defense 

readiness and capabilities. The other half, however, would require 

lower modernization levels and reduced Defense readiness and would be 

vigorously opposed by Secretary Schlesinger. 


The recommended reductions could be accomplished without seriously 

degrading U.S. defense capability, but the resulting cut in real defense 

resources could signal at home and abroad withdrawal of Administr.ation 

support for strengthened defense capabilities. 


The reductions would have little overall effect on the economy, but 
./~,~._, ':~.~J~.~~':)-' ..'.

could impact on localities that depend upon defense employment and ~ --~ '~." .... 
contracts. c . 
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DEPAR~flili~ OF DEFENSE - MILITARY 

• 

Program 

Military and civilian personnel 

Military and civilian pay increases 

Retired pay 

Operations, R&D, procurement, 
construction 

1977 OUTLAY REDUCTIONS 
(dollars in billions) 

Planning 
guidance Adjustments 

37.2 

6.6 

7.9 .6 

46.5 

Current 
estimate 

37.2 

6.6 

8.5 

46.5 

Suggested 
reductions 

1.2 

2.6 

.1 

1.9 

Revised 
planning 
guidance 

36.0 

4.0 

8.4 

44.6 

Total 98.2 .6 98.8 5.8 93.0* 

*Current Defense planning levels implY about $105 billion for 1977. 
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SUMMARY OF OUT,' 1EDUCTIONS 

Department of Defense - Military 

(dollars in millions) 

Effect on outlays in 

____ 1976 1977 ___1978__ 


A. 1977 Planning guidance 	 98,200 
Adjustments: 


Retired pay CPls 565 


Current estimate • • 	 91,800 98,765 

B. 	 Suggested program reductions: 

Cap ~1i 1itary and classified pay increases 2400
• 
Cap Wage Board pay increases 145 

Cap Military retired cost of living 


increases 100 


Reduce leave, overtime and 

. pay related costs 500 


Reduce 	Military Manpower 20 200 


Reduce 	Civi 1ian Manpower 60 460 10 


Reduce tempo of Operations 215 	 830 80
,,;- -.~-;' "--"," 

17:.,r( rI •. () 	 ' ­

Slow pace of R&D and procurement 	 400 760
( ~;:~.\. 

\ 
0', 
~.., !Freeze 	non-urgent construction 160 540 170 


~ c.! 
~)0.\":/Reduce intelligence-related .........,..,' 


procurement and construction 50 190 85 


Total suggested reduction 
505 	 5765
Revised 1977 planning guidance and 

related 1976 amount • • • • • 	 91,295 93,000 

1105 



1977 Outlay Reductions 

DOD Military and Classified Civilian Pay Increases 


(dollars in millions) 


Date: August 19. 1975 

IXl Substantive legislation 

1978 
BA Outlays BA Outlals llA Outlays 

1976 1977 

• 
Amount: 

Current estimate •.•.•. ,2,108 2,100 ,5,560 5,550 xxx o 
OHH recommendation ••• 2,108 2,100 },160 3,150 xxx o 
Suggested reduction ••• 2,400 2,400 xxx o 

Actions required: 

Limit comparability increases for military and classified civilian pay to 5% on 10/1/75 and 10/1/76. 
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1977 Outlay Reductions 
DOD Wage Board Pay Increases 

(dollars in millions) 

Date: August 19, 1975 

I~ substantive legislation 

Amount: 
Current estimate .•.••• 
OHB recomrnenda t ion ••.• 
Suggested reduction ..• 

BA 
1976 

OutlaL§.. BA 

1010 
~65_. 

145 

1977 
Outlays 

1010 
865 
145 

BA 

xx 
:leX 

xx 

1978 
9utlays 

0 
0 
0 

Actions required: 
Limit comparability increases for wage board pay to 5% in 1977. 
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1'977 Ou'tlay Reductions 
DOD Retired Pay 

(dollars in millions) 

Date: h~gust 19, 1~75 

! --+ 
!_~ substantive legislation 

• 1976 1977 1978 
BA .outlays BA Qu~la~ 1l!1. Outlays 

Amount: 
., 

Current estimate 
(12/1/76 CPI @4.91%) 8,478 8,478 xxx 0 
GllB recommendation 
(12/1/76 CPI @ 3.41%) ~,378 §_,37~ xxx 0 
Suggested reduction -lOU -100 xxx 0 

Actions required:, 

Enact a cost-of-living cap that will reduce the 12/1/76 CPI by 1. 5%. 
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1977 Outla_ .eductions 
Leave, Overtime and Pay-related Costs 

(dollars in millions) 

Date:_ September 5, 1975 

IX! appropriation request 

IX! other Administration action 

IX! substantive legislation 

• 1976 1977 1978 
BA Outlays BA Outlays BA Outlays 

Amount: 
Current estimate* . . · 37,200 37,200 37,200 37,200 xx 0 
OMB recommendation . · . . 37,200 37,200 36,700 36,700 xx 0 

-0­Suggested reduction 500 500 xx· . . 
Actions required: Congressional approval of the requested change in military reenlistment 
leave entitlements ($75 million). Administrative action to reduce military travel costs 
by increasing tour lengths and reducing perso~nel turbulence ($275 million). A 50% reduction 
in civilian overtime ora Congressional approval of changes in the Federal _ 
Wage System that are l:Lkely to be proposed by the President's Panel on Federal Compensation 
($150 million) . 

Program impact: The reduction in overtime will be difficult to achieve at the same time 
as a personnel reduction and will result in temporary backlogs. 

,<~: '-:~-':'~'; >\. 
*Military @ $22.7 B + civilian @ $14.5 B = 37,200 
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1977 Outlay Reductions 
Mili tary ~1anpower 

(dollars in millions) 

Date: September 5, 1975 

IXI reduced 1977 appropriation request 

Ixl rescission' 

1976 197..!-7_____ 1978 
BA Outlays BA Outlavs BA Outlavs• . 

Amount: 
Current estimate •••••• 22,732 22,277 22,700 22,700 xxx 0 
O}ffi recommendation •••• 22,707 22,257 22,500 22,500 xxx 0 
Suggested reduction •.• 25 20 200 200 xxx 0 

Actions required: Reduce total military end strength by 10,000 in 1976 and 30,000 in 1977. The 1976 
action could be accomplished through a budget amendment before the appropriations bill is acted on. 

Program impact: The reduction would be 1.4% of the January Agency plan for 1977. The reduction could 
be spread evenlY'across the services and across programs with minimal impact, or it could be totally 
applied against the transient account, which totals 88,000 in 1977. In the latter case, the reduction 
would have some impact on readiness, to the-extent that-permanent change of station travel and leave 
would have to-be accomplished without providing additional manpower authorizations to compensate for 
personnel in route to the next duty assignments. In wartime, however, travel and leave would he 
curtailed, and nany of the personnel in that status ~lould be called back to their units, thereby 
bringing these units up to strength. 

Other Consideratio~:, Cong~ess appears ready to cut at least 9,000 end strength in FY 1976. 
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TOTAL MILITARY END STRENGTH 
(thousands) 

Year President's Budget Director's Preview mill Recommendation 

1976 2,100 2,100 2,090 
1977 2,127 2,P7 2,097 
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Date: September 5,1975 

IX! appropriation request 

Amount: 
Current estimate . . . · OMB recommendation . . · Suggested reduction . . · 

Actions required: In addition to• 

1977 Outl~j Reductions 
Civilian Manpower 

(dollars in millions) 

1976 

BA Outlaxs 

14,700 
14,640 

60 

14,400 
14,340 

60 

BA 

14,880 
14,'410 

470 


the Director's Preview cut of 
reduce total civilian end strength by 18,000 in 1976 and 50,000 

1977 1978 

Outl~ Outlays 

14,500 
14,040 

460 

300 
290 
10 

22,000 in 1976 and 1977, 
in 1977. The 1976 action 

could be accomplished through a budget amendment before the appropriations bill is acted 
on. 

Program impact: The 1977 reduction, including the Director's Preview cut, would be 
7.2% of the January agency plan for 1977. If applied evenly across the board to 
services and programs, the largest impact would be on logistics, primarily depot 
maintenance, and secondly on base operations. The reduction over the 2-year period 
would be about 75,000 from current actual employment levels and would require 
productivity improvements of about double the current goals. Base closings would be 
desirable to permit achieving such improved productivity with minimal disruptions on 
readiness. 
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TOTAL DIRECT HIRE CIVILIAN END STRENGTH 
(thousands) 

Year President's Budget Director's Preview POM OMB Recommendation 
. . 

1976 985 963 985 945 
1977 994 972 1,012 922 
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~977 Outlay Reductions 
Operations and Maintenance 

(dollars in millions) 

Date: September 5, 1975 

~ appropriation request 

l!J. recission action 
• 

1976 1977 1978 
BA Outla~~ BA Outlays BA Outlays 

Amount: 
Current estimate* ••• 14,600 13,100 14,700 12,100 xxx 
OMB recommendation •• 14,340 ,12 2885 _14 , 010 11 2270 xxx 
Suggested reduction. 260 215 690 830 ---so­

* non-pay O&M, prior to Congressional action. 

Actions Required: Reduce consumable supplies, material and minor equipment purchases (except food and 
fuel) by 5%; defer about 10% of total DOD real property maintenance, mainly the portion whi~h is per­
formed contractually; reduce flying and steaming hours by 5%; and, reduce temporary duty travel by 10%. 
Outlay savings exceed budget authority savings due to draw-down of stocks. 

Program Impact: These reductions could result in slightly reduced training levels, but can be accomplished 
without significant impact on Defense readiness. The reductions in real property maintenance 
might face Congressional resistance. 
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1977 Outlay Reductions 
Defense R&D and Procurement 

(dollars in millions) 

Date: September 5,1975 

Ixl appropriation request 

1976* 1977 I 

BA Outlay BA Outlay BA Outlay 
Amount: 

Current estimate 31,000 26,400 36,200 30,400 :x-xx• 
OMil recommendation 31,000 26,400 34,800 30,000 xxx 
Suggested reduction ••• '1,400 400 xxx 760 

Actions required: Hold the level of Defense R&D and Procurement to a real dollar increase of 6% above 
the 1976 level after anticipated Congressional action. Th:ts involves a reduction of about $6B in 
BA below the Defense FY 1977 planning level and would defer several ship construction programs, and 
reduce production and development rates of tactical aircraft, missiles, ammunition 'and communications 
and electronics equipment. Illustrative program reductions are provided in the attachment. 

Program impact: Reduces rate of general purpose force modernization mainly by stretching out planned 
procurements. ~~lile stretch-outs allow reductions in annual expenditures, they may add to total 
systems procurement costs. Strategic forces modernization proceeds according to Defense plans. 

Other consideration:. Reduced level still consistent with President's decision to allow real growth in 
Defense modernization, in addition to allowances for inflation. 

* reflects 1976 authorization and anticipated appropriations reductions. 
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Illustrative R&D a .. _ r'rocurement Reductions 
(BA in $ billions) 

Program 1977 1977 
1976 Spring Planning OMB RecollUDendation ...A... Comments 

Ship 	Construction 
Build 1 vs 2 Trident boats in 1977 .6 1.4 1.0 -.4 Reflected in tentative Defense plans. Would 

help relieve ship yard backlog • 
Cancel Patrol Hydrofoil Ship after 1976 buy .1 . 4 -.4 	 Cancellation desirable on cost effectiveness 

grounds. Probably acceptable to Defense • 
Slip 	new carrier construction by 2 years . 4 -.4 Defense would object to more than a 1 year slip.
Build 2 vs 3 Nuclear Attack Submarines in 1977 .5 .9 .6 -.3 Little program impact; would also relieve. 

shipyard backlogs.
Tactical Aircraft Stretchouts 

Procure A-lO's at 10 vs 20 per month .4 .9 .5 -.4 Production rate likely to decline because of 
cost escalstion. 

Procure F-15's at 6 vs 9 per month 1.6 1.4 .9 .-.5 
Reduce level of F-4 and other aircraft 
modifications 1.3 1.7 1.5 -.2• 

Tactical ~Iissiles and Munitions Deferrals 
Stretchqut procurement of air launched 
missiles . 1.5 .. 1.7 "1.5 Would delay achievement of War Res'erve Mliterfti-.2}Slow increase in ammunition procurement requirements • 
rate and defer munition plant modernization . 8 1.2 1.0 -.2 

Communi~ations. Electronics and Support Equipment 
Miscellaneous reductions in communications & 
electronics equipment allowing 4% real dollar 
increase above 1976 1.7 2.2 1.9 -.3 
Reduce support vehicle procurement deferring 
purchases of trucks and passenger vehicles .4 .7 .6 -.1 

Research and Development 
Miscellaneous reductions allowing 6% real 
dollar increase above 1976 9.5 11.0 10.7 -.3 

TOTAL 	 -3.7 



1977 Outlay Reductions 
Military Construction 
(dollars in millions) 

Date: September 5, 1975 

X appropriation request 

X other administration action 

X recission action 

• 

1976 1977 1978 
BA Outlars BA Outlars BA Outlars 

Amount: 
Current estimate •••• 4,261 3,000 Y xxx 
OMB recommendation •• 2,553 2,500 xxx 
Suggested reduction. -1,708 160 -500 540 xxx -670 

Actions Required: Invoke a military construction "freeze" of all authorized projects not directly related 
to the acquisition of new weapons systems, urgent training, safety of personnel, or facilities otherwise 
urgently required for national security. Request waiver of Congressional mandate so that appropriated 
funds may be impounded, as indicated above. Major 1976 rescission package will be required to implement 
this proposal. 

program Impact: This recommendation would delete several specific projects: Aeronautical Systems Test 
Facility, the NSA administration building, and a large portion of the aircraft shelter program, remove all 
but critical construction of military family housing projects, uniform services University of Health 
Sciences and reduce construction of excess hospital beds at NNMC Bethesda. In addition, this 
recommendation would defer modernizat10n and improvement projects to family housing. 

1/ .Agency nay be expected to request about $4.5 B. 



1977 Outlay _....::ductions 
Intelligence Activities: Department of Defense 

(dollars in millions) 

September 4, 1975 

Rescission Action/Disapproval of Budget Submission 

1976 197T 1977 1978 

BA Outlays BA Outlays BA Outlays BA Outlays 


Amount: 
Current es~imate 190 55 40 35 195 190 xx 90 
OMB recommendation o o o o o o xx o 

suggested reduction 190 55 40 35 195 190 xx 90 

• 	 Actions required: Prepare a rescission action for the portion of these projects 
funded in 1976 and 197T and disapprove the expected budget submission for 1977. 

Program impact: The three projects that are affected are: (1) the Defense Intelli ­
gence Agency He~dquarters building ($86M BA in 1976 with $34M in 1977 outlays) which 
is now being considered by both Armed Services Committees. A rescission of this re­
quest would allow a cost-effective alternative to be found to consolidate OIA head­
quarters and would entail the continuation of a 'modest courier service and some incon­
venience to DIA; (2) the modernization of high frequency intelligence collection ($45M 
BA per year 1976-1977 with $37M in 1977 outlays). This proposal, which is to begin in 
1976, would automate the collection activities now performed by large numbers of mili ­
tary personnel overseas. Capability would not be increased. The predicted personnel 
reductions which were planned to offset this investme;1t do not appear possible now. 
As a consequence, return on investment will take more than 20 years - with little im­
provement in the quality of intelligeri~e; (3)'~ technical collection system ($60M BA 
in 1976 and $150M BA in 1977 with $118M in 1977 outlays). This system is designed to 
replace (in the early 1980's) a collection system now in operation. Because of the 
changing character of the target, however, serious doubts about the value of this sys3 
tern have been raised., Disapproval would have no immediate impact on U. S. intelligence 
capability. - ­

" 

Other considerat±ons: 'The congressional committees have indicated some displeasure 
with all three,projects; reduction~ in funding are anticipated. The Secretary of 
Defense is also consfdering cancellation of the technical collection system at this 
time. 



• 




IMi1itary Assistance Accounts 

19 77 OUTLAY REDUCTIONS 

Revised 
ProQr'a m Pl an ni ng Adju s tments Current Sug gested pl anning 

guidance estimate re du ctions guidan ce 

Military Assistan ce 809 16.0 8 25 -33 792 
1 ;. - I i l. a r y Sal e s £ll 0 2.0 412 +- 7 419.' n0~ f or Middle East 
ire...mts 890 890 890 

r~':S Tr ust Fu nd -200 -2 00 - 200 
All ot he r -219 -219 - 219 

Total 100 0 708 1,708 -26 1,682 

,J 

Septer ber 5, 1975 



--- ---

SU MMARY OF OUTLAY RE DUCTIONS 

r~ i 1it a r y As s i s t a n c e Ac e 0 un t~ 


(do l lars in milli ons) 


Effect on outl~ys in 
T9 76 	 1977 

-~ 

fl.. 	 FJ 77 Pl a nn i ng gui d an c e ............ . xxx 
,.djLis{.men ts: 

Fles i de ntia l decis io ns on MAP & FMS 
l ~ \'l" l s 
r. -:)f. t;,.ate of Trus t Fun d out l ay s 	 xx x 
'P. 	 l ' -:L.-'1Ce for Middle Eas t 


requi rements . ...... ... .. . ..... . xxx 


_ur-Lnt esti mat e . . . . . . . . . . .. . ..... . 1038 

c_1~ r ated sh i ft f r om MA P to 


- .s credi t i n 197 


iotal sugSE sted red uc t i o n ............. . 


1000 

18 
- 200 

890 

1708 

-26 

h€v i sed 197 7 pl anning gu i dan ce 
and r ela t ed 197 6 aMo unt ........... . 1038 1682 

197 8 

xxx 

xxx 

xxx 

xxx 

- 33 

xxx 



1977 Outlay Red~ ~ons (Part II) 
Military Assistance Accounts 

(dollars in millions) 

I xl appropriation request Ii deferral action 

II other administrative action I I rescission action 

substantive legislation other congressional actiont=7 I I 

1976 1977 1978 
BA Outlays BA Outlays BA Outlays 

Amount:• 
Suggested reduction ........•• -16 -26 xxx -33 


Action required: 

A decision by the President to offer foreign military sales credits to selected 
countries for procurement of defense articles and services that would be given 
on a grant basis under current plans. 

Program impact: 

The affected countries would have to borrow, albeit at preferred rates, rather 
than receive the items with no obligation. To the extent that this were 'necessary, 
bilateral relations with these countries would be affected. 

Other consideration: 

A reduction in grant military assistance is in accordance with expressed Congressional 
desire. 

-~~-- ...........
l<':" ~, ;\ t L' .~" \ 
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1977 OuLLi)' j\edllct Lons 


Executive Branch Personnel llcductions 

(dollars in millions) 


Date: 9/5/75 

(~I appropriation request I_I deferral action 

/j) other administrative action I_I rescission action 

1=1 substantive legislation I_lather congressional action 

A~:.riculture ........ 
Commerce ........... 
Corps of Engineers . 
Health, Education, & 
\{elfare ........... 

Interior ........... 
Justice ............ 
Labor .............. 
State .............. 
Transportation ..... 
Treasury ........... 
Agency for Inter­
national Development 

Environmental Pro­
tection Agency .... 

General Services 
Administration .... 

National Aeronautics 
and Space Admin. .. 

Tennessee Valley 
Authority ......... 

United States Informa­
tion Agency ....... 

Veterans Admin. .... 
Total ........... 


1976 

BA 0 

3.6 3.6 

0.5 0.5 

1 


0.4 0.4 

0.2 0.2 

4.7 5.7 

• 

1977 

BA 

20 

1 

7.2 

33 

14.5 
19 


3 

4 

5 


52 


4 


2.5 

3 


10 


0.8 

2 

53 


234.0 

0 

20 

1 

7.2 

33 

14.5 
18 


3 

4 

5 


51 


4 


2.5 

3 


10 


0.8 

2 

53 


232.0 

No. of FTP posi­
tions to be 

re'duced by end of 

1977 


1,000 

80 


425 


1,950 

850 

960 

150 

340 

400 


2,709 

400 


150 


300 


500 


50 


164 

3,400 


13,828 

.,---;:-,.. 
/~. fOR"" 
(~ ('... ,. ­

<0: til 

\~ 
~ 



Purpose: These proposed reductions are aimed at reducing 
eriCf'::oI=-year 1977 civilian personnel in the civilian agencies 
by 13,828 positions below the levels that would otherwise 
exist. In addition, proposed reductions in the Department 
of Defense amount to $460M in 1977 outlays and 50,000 
positions for FY 1977. These Department of Defense 
amounts are reflected in the Department of Defense 
package displayed elsewhere. 

Actions required: Insure that 1977 personnel ceilings 
reffect the dollar and personnel reductions. 

Program impact: Some of the personnel reductions will have 
prograrrm1atic impact and may slow down or delay affected 
programs. 

• 




• 


• 


• 




--

'-/"­

,. 1977 Outlay Reductions 
Allowance for Pay Adjustment 

(dollars in millions) 

I xl Administrative action 

1976 1977 1978 
BA Outlays BA Outlays BA Outlays 

Amounts:
• 	 Current estimate •.•••••••••• 550 550 2,600 2,600 xxx xxx 

O~ffi 	 recommendation •••••••••• 550 550 1,550 1,550 xxx xxx 
Suggested reductions •••••• 1,050 1,050 

Action required: 

Limit cost-of-living increases in Federal salaries to 5% in 1976 and 1977. 

Program Impact: 

None 

Estimates of savings are consistent with the President's expected announcement regarding 
the October 1976 pay raise; the 1977 estimate represents 
in place of a "catch-up" cost-of-living increase. 

, '. \: .... ( 0
/'V' -p 

U 
--~ I .""' 

the savings from a 5% pay limit 
. 





SUMMARY OF CHANGES IN RECEIPTS 

(fiscal years; in billions pf dollars) 


A. 1977 Planning guidance ••..••.•••.••••••••••••••.•.••• 

Adjustments: 
Reestimates and changes in economic assurnptionsl.~ 
Tax cut extension (to maintain current 
withhold ing rates) .••..•.•....••...•..•.•.•••.••• 

Revision of Administration energy proposals •••.•.• 
Other chang.es 2 ................................... . 


Current base estimate •..•..••••••...••. 

B. 	 Suggested receipt changes: 
Some reductions or elimination of tax 

expenditures .................................... . 

Tax simplification..••.......••....•..•.•..••••.•• 
Tax social security benefits (in lieu of 60% 
limit on indexed programs) ...••....•••••....•...• 

Total suggested increases .•.........•.• 


C. Offsetting economic effects of all proposals .......•• 


Revised receipt estimate .••..•........• 


298.4 

+3.4 

-5.9 
-4.9 
+1.3 

292.3 

292.3 


364.1 

+4.7 

-16.1 
+0.6 
-1.9 

351.4 

+6.4 
-4.0 

(2.4) 

2.4 

-4.0 

349.8 

xxx 

xxx 

xxx 
xxx 
xxx 

xxx 

+6.4 
-4.0 

(2.4) 

2.4 

-4.0 

xxx 

MEMORANDUM 

Other possible receipt changes: 
Delay for one year the proposed transfer of 
l¢/gallon of gasoline tax receipts to States .......• 

Increase freight transportation charges •............• 
+1.0 
+1.0 +1.0 

1 
The staff currently estimates the upward reV1S10ns to be twice these 

magnitudes, but the more conservative estimates are used here pending further 
review. 

2 Includes revised accounting for the earned income credit in 1976 and 
capital formation tax proposals and transfer of gasoline tax receipts to 
States in 1977. 

September 18, 1975 

• 

http:chang.es


( 
1977 OUTLAY JCTIONS 

(in millions o~ dollars) 

Tax Expenditures and Tax Simplification 

Appropriation request [X] Substantive legislation [] Rescission action 

Other Administration action [] Deferral action [ ] Other congressional action 

Amount: 
1976 1977 1978 

Receipts Receipts Receipts 

• 
Current estimate ................................. . n.a. n.a. n.a. 

OMB recommenda t ion ............................... . n.a. n.a. n.a. 


Suggested receipt increase ......... .... . 0 2,4251 2,4251 


1 
To be selected from the alternatives presented in Attachment I. 

Action required: 

Attachment I lists tax expenditures that could be eliminated or reduced to increase receipts. Most 
of them are based on "proposals for Consideration in First Phase of Tax Reform," recently released by 
the Ways and Means Committee. The Committee will~ of course, be considering many proposals that ~!ould 
result in revenue losses. The $2,425 million increase in receipts shown above is net of a $4,000 million 
receipts loss due to tax simplification. Some additional items have been listed by OMB staff. Also attached 
are some Treasury data showing 1974 estimates of the distribution of tax expenditures by AGI class (Attachment II). 

Program impact: 

The impact will vary depending upon which tax expenditure items are selected. N~, 
( .p 

\ 
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Attachment I 

TAX REFORM PROPOSALS 
(in millions of dollars) 

Items in 1974 
Items on Ways & Means bill Recommended 

Ways & Means and generally Affects 1977 for 
current agreed to by the individuals Revenue consideration 
agenda Administration only gain by OMB staff 

Real estate tax shelters .............•......... X X $ 250 X 

(Application of limitation on artificial 
accounting losses (LAL) would apply only 
prospectively with some phase-in 

• provisions.) 

Agricultural tax shelters ..................... . X X 200 X 
(Application of LAL) 

Minimum tax for individuals .•....•............. X X X 500 X 

(The 1974 bill followed Treasury's recom­
mended substitution of a tax on minimum 
taxable income (MTI) for the present 
minimum tax provisions. Ullman now recom­
mends a stiffening of the current 
minimum tax.) 

Allocation of deductions*................•... X X 400 X 

(Ullman has proposed a provision that was 
in a 1969 House bill that would require 
itemized deductions to be prorated to 
non-taxable income above $10,000 -- an 
indirect means of taxing income from 
tax-exempt bonds.) 

Business use of homes ......................... . X X X 150 X 
(Tightens rules for deduction of expenses) 

* Indicates item that is relatively less acceptable. 0 

""I 

-"\.1 

~I 
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Items in 1974 
Items on Ways & Means bill Recommended 

Ways & Means and generally Affects 1977 for 
current agreed to by the individuals Revenue consideration 
agenda Administration only -..&ain by OMB staff 

Vacation home rentals ......................... . X X X $ 50 X 

(Tightens rules for deduction of expenses) 


Sick pay exclusion............................ . X X X 200 X 

(Repeal exclusion of temporary but not 

permanent sick pay.) 


Dividend exclusion ..•.................•...... X X X 360 

(Repeal. Related to capital formation 

proposals and should be held for a
• 
capital formation package) 

Deductibility of State and local gasoline 

taxes*....................................... . X X X 850 X 

~peal is consistent with energy policy.) 


Casualty losses .............................•.• X X X 150 X 

(A 3% of AGI floor would be imposed.) 


Employee business expenses . .•.................. X X X 400 

(A $200 floor would be imposed for 
miscellaneous expenses. The floor is less 
justifiable without the simplification 
deduction.) 

Medical expenses.........•..... "....•..........•. X X X 1,500 X 

(A 5% floor would be imposed.) 


* Indicates item that is relatively less acceptable. 



Interest deductions .........•.................. 
(Ullman has proposed a $9,000 limit on 
itemized interest deductions.) 

Limitations on foreign tax credit ............. . 

(Includes requirement that dividends from 
LDC corporations be "grossed up" in 
computing foreign tax credit.) 

• 
Deferral'of income of controlled foreign 

corpora tions ................................. . 
(The provisions of the 1974 bill were 
enacted in the 1975 Act. Ullman now 
proposed that one-half of income of 
controlled foreign corporations be taxed 
currently.) 

Exclusion of income earned abroad ...........•.. 

(Exclusion to be phased out over 4-year 
period. Would also make allowances paid 
to government employees working abroad 
taxable.) 

Western hemisphere trade corporations .........• 
(Repeal phased over 5 years.) 

Domestic international sales corporations*..... 

Items on 
Ways & Means 

current 
agenda 

x 

x 

x 

x 

x 

x 

Items in 1974 
Ways & Means bill 

and generally 
agreed to by the 
Administration 

x 

x 

x 

. Affects 
individuals 

only 

X 

X 


1977 
Revenue 

gain 

$ 300 

100 

200 

25 

10 

1,300 

Recommended 
for 

consideration 
by OMB staff 

Xl 

X 

X 

X 

X 

X 

1. If investment interest (such as interest on funds borrowed to invest in stocks and bonds) is not included. 

* Indicates item that is relatively less acceptable / ~D'~.~ .,<0
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Items in 1974 
Items on Ways & Means bill Recommended 

Ways & Means and generally Affects 1977 for 
current agreed to by the individuals Revenue consideration 
agenda Administration only gain by OMB staff 

Increase capital gains holding period 
to one year ................................•.. X' x $ 100 x 

(Phased in over 3 years.) 

Al ternative tax.•...•.....•...•..•............. x x x 300 

(Repeal 25% alternative capital gains tax 
rate for the first $50,000 of capital 
gains. Related to capital formation 

• package. ) 

Allocation of expenses by financial 
institutions*...........•.........•..•.•...... 2,000 x 

(Would require financial institutions to 
allocate a portion of their expenses to 
their tax-exempt income from State and 
local government securities.) 

Restrictions on pollution control industrial 
revenue bonds ..............................•.. 30 x 

(Proposed in Secretary Simon's Ways and 
Heans tes timony.) 

Capital gains at death* ....................... . x 2,500 x 
(Assumes constructive realization of .. ;­

'~.'capital gains at death and adjusts for *:":.; ' ­

\reduced estate tax liabilities. Ways and -,' 1 

Means has this item on its agenda for a r~ ! 
:,' J 

subsequent phase of tax reform. There are \. ,A, ':/ 
\ --f .:1'" .. : r., .. '_problems with respect to family farms and ~"''''''''':~::''- #.­

small businesses.) 

* Indicates item that is relatively less acceptable. 



Items in 1974 
Items on Ways & Means bill Recommended 

Ways & Means and generally Affects 1977 for 
current agreed to by the individuals Revenue consideration 
agenda Administration only gain by OMB staff 

Unemployment compensa tion* .................... . x $3,000 x 

(Would treat payments as taxable income; 
estimate depends on level of unemployment. 
Extension of the 1975 tax cuts would 
reduce estimate by $200.) 

Workmen's compensa tion* ...........•............ x 670 x 
(Would treat payments as taxable income. 
Extension of 1975 tax cuts would reduce• 
estimate by $100.) 

Excess of percentage over cost depletions* ..... 1,300 x 
(Repeal provision for all minerals. Ways 
and Means has this item on its agenda for 
a subsequent phase of tax reform.) 

Subtotal ........................................................•.....................•• 18,445 


Less, items that are relatively less desirable (*) ............................................ 12,020 


Subtotal................................................................................ 6,425 


Less, offsetting cost of tax simplification................................................... 4,000 


Total................................................................................... 2,425 


* Indicates items that are relatively less desirable. - -~ .. 
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C 1., .- r .... t.,;,.:..,;. anccs to :disability: ear~cd capital of certain:dcvelopment: cost :of c2rtain: st2te 
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ExclllSiOll, Nct exclusion of pe~sio~ 
Adjusted of social Exclusion :Exclusion Exclusion :Exc1usion: con';'=:-ihutior:s G.nd (or·~i:-,·.:s 

gross security of rnil- :Exc1usion:of tmcn1 Dlov-: of work­ :of j!ub1ic:
"-. J 

inCCi:~e b enc£i ts :road retire-: of sick: ment insur-: men's : assist- Employer 21&ns for 
class :for dcpend-:mcnt system pay ance compensa- ance plans s~~r-

ents and benefits benefits :tion benefits:benefits c,:J,1loyed 
survivors ar.d o'.:.i,(t's 

(SOOO) 

~.:• o - 3 80 30 10 50 25 30 15 

..,':3 - 5 75 29 16 80 40 25 50 

5 - 7 60 24 17 100 50 15 110 1 

7 .,. 10 75 30 24 160 30 5 290 2 

,,;'(10 - 15 55 21 66 250 120 790 6 

15 - 20 20 9 60 150 75 'Ok 990 11 

,,;;'~20 - 50 35 13 57 200 100 1,740 1~7 

~.(50 - 100 5 3 4 50 25 545 87 

100 and over 5 1 1 10 5 'k 260 ~6 

r'l"'f""Total 410 160 255 1,050 520 75 4,790 L':> ,-,' 
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(])

(3b) (37) (38) .IS' millions) @)
(~9) (60) (It 1) (,'!2) (Ld) 

Deduction of Depree i:l Li(:~l 
Adjusted Exclusion : Exclusion : nonbusi~ess on 

gross Exclusion :Exclusion:Exclusion: Credits and :of interest: of inCOI:1e :state a'nd local: rcntCli. 
income of of of G1 deduction on state earned in : taxes (other 110\.:3 :':~;i 

class veterans veterans: Bill :for political: and local US than on i~i. C:·':C~~:;S 

discbili ty pensions: benefits : cOli.::rioutio::is: debt : possessions: c~mcr-occupied of 
:ccmpensation: ho~ncs and s trai;,:h..:: 

gasoline) line:. 
(SOOO) 

• 
i~C: -;':o - 3 61 17 34 "'k 1 2. 


3 - 5 39 8 124 ,': "k ok 13 6 


,,;'( ,'( -k 
1
5 - 7 44 60 1 55 '" " ,> 


-;';: ')~7 - 10 67 ~'J 1 1 239 ? 1 

-' ­

1 ,...., ') -: r:. ,~;10 - 15 .VL. :2 1 661 42
.;. \j 

15 - 20 72 10 2 22 2 1,016 32 


r. '"'20 - 50 57 J 93 L 2,968 123 


.,, 'jT~SO lCO .~J 389 1,063 80 


r:: I ,."";·'r -/: ..,';: 
~o100 D;-,d over _3 _-2:.-±.?.. 939 
, r, 

," , " iotal Q·35 '----' 290 ;,0 ::',G60 5 6,955 375 
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____Ci2 ® {j£rild~~ 	 @ 
(Iff,) (Lf) (46) (L,7) (L:~) (49) (50) 	 ( ') 1 ) 

i\dj ~s tcd 
r- "'~r-, r-- .... 
0- ...... .:>..:: 

incci:1e 
c13.ss 

(SOCU) 

o - 3 

• 3 - 5 

5 - 7 

7 - 10 

10 - 15 

15 - 20 

20 - 50 

50 - 100 

100 	and over 

Total 

Depreciation 	 : Deduction 
on buildings Capital Exclusion Defcrra1 of :0£ mortgage: 
(other than : Investment: Dividend: gain :of interest: capital gain:int~n;:st on: 

: rental housing): credit : exclusion: (other them: on life : on hOTilc sales: m'.'Dcr­
: in excess of :[ar~icg and: insur~nce occupied 
: straisht 1i,.e tirr:bcr) sa-Jings homes 

2 1 3 76 10 1 ";': 


3 12 8 34 60 7 13 


6 32 11 81 90 9 52 


13 71 26 158 120 19 265 


25 149 42 304 200 42 886 


22 135 . 46 282 170 l,,7 1,133 


75 300 134 1,137 420 98 2,078 


47 108 37 969 195 2i 348 


27 72 l3 ~ 102- 155 11 95 


220 880 320 6,150 1,420 255 . 4,870 


,,"' ,~)\~:.~:., f ?'-, 
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1Jc. C; ! I C t :: C'" 

of r)~·():l~'l:.- ty 

ta>:cs c;: 
o'..!!ll:r 

occupied 
harnes 
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24 


66 


221 


583 


7 -1
/ ... 


1,774 


lL07 

213 


4,060 




@) 	 ® ~ ®
($ millions) ., ~ 
(52) (53) __ --=- _ ~54) ___: _ (5.21 	 (562 (57) 

Adjusted 	 Deduction Additional itcr:1s fer Senator ~lC1nd:llc 
grcss Deduction of charitable Deduction Untaxed Dc[c;:-::-:11 of 

• .cir.co;::e of contributions of intc:;:-est capi ttll l.nCOl'lC 0.1.. AssC't 
C~.:lSS c.:lsualty (otller than on cor.sumcr gains controlled depreciation 

losses [or credit at foreign rar.gc
11education) death corporations 

(SOOO) 

-k ...': 	 "i't: ;':o - 3 	 3 18 

• 	 .,
3 - 5 .) 18 7 8 1: ,,;'; 

5 - 7 4 67 26 18 5;( 

.., ...,,...,
7 - 10 ,~ <.) 190 ~~j 36 ··k 9

on 

10 - 15 54 445 443 	 70 1 10 

C::;(."715 - 20 42 S!~8 J \~J r 64 2 10 

20 - 50 74 1., 2.51 1,039 19L~ 7 36 

50 - 100 34 506 174 112 7 25 

lCJ ~:~G over 26 _792 L;S 180 13 10 

Total 255 3,820 2,435 700 30 105 
/' ~;:.-..~ ~ ,':>.

"- .~ ,' 

Office of the Secretary of the Treasury 	 ';::' i\.C£fice of Tax Analysis ;; r-;ay 5, 1975 
" ,~, /.... ~.~ . ,~. " s' .' 
":""-~" 

11 Carryover of basis to hl'O!irs. (Effect after 10 years. Assumes heirs have lower marginal rates.) 



1977 ourLAY JCTIONS 
(in millions dollars) 

Tax Social Security Benefits (in lieu of 40% "cap") 

[] Appropriation request [X] Substantive legislation [] Rescission action 

[] Other Administration action [] Deferral action [ ] Other congressional action 

Amount: 
1976 1977 1978 

Recei~ Receipts Receipts
• 

Current estimate ••••. 0 0 0 
OMB recommendation .. 0 2,400 b400 

Sugges~ed !e~~ipt increase ••.•••.•.••..• 0 2,4qO~ 2,400 

Action required: 

Would treat social security and railroad retirement benefits in excess of contributions as taxable 
income and repeal retirement income credit. 

Program impact: 

Would reduce the disposable income of social security recipients, but in a more equitable way 
than an across-the-board reduction in benefit 'payments. ' 



1977 Outlay Reductions 
Department of Transportation/Highway Trust Fund 

I I appropriation request 

I I other administration action 

Ixl substantive legislation 

Amount:• 
Current estimate..•••.•...•.•...•• 
OMB recommendation .•.•.••...•..••. 

Suggested receipt increase .•••. 

Action required: 

(dollars in millions) 

I I deferral action 

I I rescission action 

I I other congressional action 

1976 1977 1978 
Receipts Receipts Receipts 

5,839 4,900 5,000 
5,839 5,900 2LQ00 

o 1,000 0 

Assuming enactment of new highway legislation permitting State preemption of l¢ of Federal gas tax ($1 billion 

annually),enactment of highway legislation to postpone the effective date of the preemption provision from 

October 1, 1976 to October 1, 1977. (If new highway legislation is not enacted prior to January, 1976, the 

Administration's proposal would be amended to reflect this shift). 


Program impact: 

The amendment would delay implementation of an Administration proposal that would provide substantial additional 
flexibility to the states by permitting them to increase their revenues by $1 billion without increasing net . 
taxes. Since a large portion of these funds will be used for highways,it would delay some highway constructionG. 

. Other considerations: It may appear as i~ the Administration has reneged on one of its most 
substantial highway reform proposals. The change is attractive, however, because of the immediate 100% 
impact on receipts (even if we eliminated the entire $5.6 Billion Federal assistance program for 1977, we 

v.:)uld save less than $1 billion in 1977 outlays). Although in the short term it is not supportive of the 

thrust of our high\vay proposals, it does not effect in the longer term (1978 and beyond) our reform proposals. 




1977 L, _ay Reductions 
Department of Transportation/Freight Transportation Fees 

(dollars in millions) 

Date: August 19, 1975 

L/ appropriation request // deferral action 

/ / other administration action / / rescission action 

/x/ substantive legislation . / / other congressional action 

1976 1977 1978 
Receipts Receipts Receipts 

• 	 Amount: 
Current estimate*•.•••.••.••.•.•.••••.•• o o o 
OMB recommendation .••••.••.••••.••••..•• o 1,000 1,000 

Suggested Revenue Increase ••••.•..••. o 	 1,000 1,000 

*does not reflect existing marine tonnage and highway taxes 

Actions required: Legislation to increase Freight Transportation Charges 

.•• Trucks--increase diesel fuel tax (a 4C per gallon increase would provide $400 million annually) 

••. Rail--institute new 2% freight waybill tax (about $350 million) 

••. Marine--conlbination of new lockage-segment fees on inland waterways, domestic petroleum tax (3C), and 


increases in foreign tonnage taxes (in combination about $250 million) 

Prog~am impact: New fees would substantially reduce the indirect subsidy presently provided to large trucks 
and marine interests, and establish the principle that rail freight users will have to pay for massive 
Federal rail capital assistance efforts. ~he new marine taxes, in particular, would serve to provide a more 
rational allocation of freight movement by increasing the artificially low inland marine rates '(inducing 
more rail movements) and in the longer term would reduce pressure for Federal investment in costly, inefficient 
waterway projects. 

Other considerations: This package of fees is exemplary--additional analysis is required to assure proper 
balancing to achieve reasonable cost allocations and better redistribution of freight. Packages with lower 
or higher total revenues could also be prepared. All users will strongly resist tax increases. Substantial 
additional analysis of impact of rail increases is also necessary. 
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