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THE WHITE HOUSE
WASHINGTON

3/28/80
Mr. President:

Jim McIntyre's comments are
attached.

Zbig has no comments.

Rick/Bill
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March 26, 1980

MEMORANDUM TO: THE PRESIDENT
FROM: Cyrus Vance &

SUBJECT: Foreign Service Pay Comparability

I respectfully request that you reconsider your decision
to support the $15.2 million Foreign Service pay package rather
than the $33.8 million package which Congress has already put
into the pending Foreign Service bill.

The issue at hand is not a pay raise for the Foreign Service,
but rather full pay comparability with the rest of the Federal
Service. The consequence of not accepting pay comparability
is that Foreign Service personnel would continue to be paid
salaries less than their Civil Service and military counterparts
who perform jobs of comparable responsibility.

As OMB recognizes, the proposals I am advocating were
based on the findings of an "internationally respected consulting
firm specializing in personnel pay and benefit systems.” This
firm measured the critical area of job responsibilities in the
two systems and then proposed the exact schedule now in the bill,
as the best way to match equal job levels in the two systems
with equal pay. That match-up is crucial under the merit system
principle, which was reaffirmed in the Civil Service Reform Act,
that the U.S. Government provides equal pay for equal work.

If the Administration now decides to adopt a pay plan
which falls far short of the findings of the most recent
study, it will inevitably be perceived as a refusal to pay
Foreign Service personnel salaries equivalent to those of their
Civil Service colleagues. There is a strong likelihood of
court action by a Foreign Service union, challenging the
Administration position as inconsistent with the legal require-
ment of pay comparability.

The battle you are waging to hold down the Federal budget
is an objective which I wholeheartedly support. But in all
honesty, the difference between the two options is not too much
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to pay to achieve (1) fairness to employees; (2) the union's
enthusiastic support of the entire Foreign Service bill; and
(3) Administration consensus with Congress on a bill where the
Congress has been strongly supportive so far of the Administra-
tion.

OMB raised various questions about recruitment and reten-
tion of employees in the Foreign Service. Some OMB data are
inaccurate, such as the suggestion that senior officer compensa-
tion is so attractive it has led to "an excess of older officers."”
This is simply not the case; there is no such excess and, further-
more, the pay package involves only the junior and middle ranks.
In addition, the recruitment, retention and retirement figures
put forth by OMB fail to indicate the unfavorable trends we face
in all these categories.

The issue is not whether more pay is needed to attract or
retain officers in the Foreign Service. The issue is whether
the Government is willing to offer Foreign Service employees
the same salaries provided the rest of the Federal Service, for
work of equal responsibility.

The OMB paper mentions two options involving expenditures
of $29 and $22 million. The Department supported the $29 million
package in the Task Force discussions, as did the other foreign
affairs .agencies. I think we could persuade Congress to modify
the current package and substitute that option. The union has
already indicated it would agree to that compromise. Even OMB
and OPM thought that the $22 million option had "merit," although
I do not believe this would meet the requirements of the Congres-
sionally-mandated pay study and might be subject to court challenge.
But the.$15.2 million option would be the hardest of all to
defend. If you firmly believe that full comparability cannot
be granted this year, then I urge you to adopt the $29 million
option.

Once again, I ask you to reconsider your decision and support
full pay comparability for our Foreign Service personnel.

cc: The Honorable
James T. McIntyre, Jr.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C. 20503

March 28, 1980

MEMORANDUM FOR THE PRESIDENT

FROM: JIM McINTYRE{A,

SUBJECT: State's Appeal of Your Decision on Foreign Service
Pay

In their appeal of your decision on Foreign Service Pay, the
State Department identifies the critical issue as: "whether
the Government is willing to offer Foreign Service employees
the same salaries provided the rest of the Federal Service,
for work of equal responsibility." I believe that the
decision you made in response to my memorandum of March 20,
1980 (attached) reflects a fair resolution of this issue for
the following reasons:

° Two independent studies were made of this issue,
one by Hay Associates referred to in State's
letter, and one by the Office of Personnel Manage-
ment.

° In the judgment of OMB and OPM officials, both
studies were expertly performed, but the studies
differ on certain of their recommendations. This
is to be expected where judgments are made about
work of equal value, especially for positions at
professional levels. The State memorandum,
however, concludes that full comparability is
defined correctly only by the Hay Study. OMB and
OPM disagree; the Option which they recommended
and you selected was designed to reflect the
strong points of both studies.

State's letter suggests that for the additional amount of
$18.6 million, the added cost of States proposal over the
option you chose, the Administration would reap highly
desirable results. In response we would point out:

° $18.6 million is only the first year cost, since
we are talking about a permanent elevation of the
Foreign Service schedule, the five year cost is
over $100 million.



While all Foreign Service employees and their
union may not agree, OMB and OPM believe your
decision treats Foreign Service employees fairly

vis a vis their Federal and private sector counter-
parts.

Our initial review of the bill as reported by
subcommittee revealed the addition of numerous
objectionable features which may call for a veto
recommendation. Accordingly, we do not now have
the consensus with the Congress on this bill that
State alludes to.

Secretary Vance's letter stated that OMB data are inaccurate,
particularly a reference to "an excess of older officers."
Due in part to a large exodus at the end of February, historical
excesses seem to have been eliminated, at least for now.
However, in Congressional testimony last June and again in
December, Under Secretary Read discussed Administration-
sponsored changes in the Foreign Service Act which would
increase attrition in the senior ranks. He called attention
to "the impacted situation at senior levels which has caused
pervasive problems at all levels." He noted that the
situation had been alleviated in the preceding weeks, but
added that it "could recur at any time under slightly
different circumstances." Obviously, State's effort to
secure the management techniques provided in that bill to
compel retirements of senior officers shows that few are
leaving because of inadequate compensation.

In conclusion, I believe your decision was the correct one
and am not persuaded by the arguments presented in State's
memorandum. I would not under any circumstances choose the
State option, and would suggest the decision of "somewhere
between Option II and IV" if you do change your original
choice (see page 7 of the attached). However, State

is not likely to be fully satisfied with anything less than
Option 1ITI.
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MAR 20 1980

MEMORANDUM FOR THE PRESIDE

FROM: JIM McINTY

SUBJECT: Foreign Service Salary Schedule

Last year, the State Department proposed to the Congress a
comprehensive revision of the Foreign Service Act which
would make significant changes in the Foreign Service
personnel. system. One of the proposed changes consolidates
the two existing Foreign Service salary schedules (officer
and staff) into one. At the time the schedules are con-.
solidated, certain long standing link points between the
Foreign Service schedules and the General Schedule need to
be changed. We have not been able to reach agreement with
the State Department, which also speaks for AID and ICA, on

the grade levels for the new linkages.

BACKGROUND

Current law requires the President to "interrelate" the
Foreign Service salary schedules with the General Schedule.
Historically this has been effected by selecting a few grade
levels in both schedules where duties and responsibilities
are reasonably equal. The same pay rate that appears in the
General Schedule is then assigned to the appropriate point
in the Foreign Service, or the linked, schedule. The
remaining pay rates necessary to fill out the linked schedule
are determined by using relationships,- such as between-grade
differences and rate ranges, that are best suited to the
population being served by the linked schedule.

Linkage of the Foreign Service schedules to the General
Schedule became a matter of concern to the Department of
State and the President's Pay Agent in the early 1970's.
Under the auspices of the Pay Agent, OPM conducted a study
designed to evaluate existing linkages. The OPM study found
that generally mid-level Foreign Service jobs were linked

~low, and at the lower levels, linkages were too high. That

is, mid-level Foreign Service Officers were underpaid while
support level Foreign Service staff——pr1n01pa11y sécretaries
and communicators--were overpaid.
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State began holding down promotion rates to overcome the
overgrading of support levels and the Pay Agent considered
revising Foreign Service schedule linkages. These develop-
ments reinforced the dissatisfaction of foreign service
people with their pay. In response, Congress mandated that
the State Department conduct a study of the Foreign Service
personnel and salary systems, particularly the linkage
issue. State contracted with Hay Associates, an inter-
nationally respected consulting firm specializing in per-
sonnel pay and benefit systems, to conduct this study.

The Hay Study confirmed the OPM finding that the support
levels were overpaid, and that the mid-levels were somewhat
underpaid. However, the Hay study also found that the
upper-level officer classes were underpaid, which the OPM
study had not indicated. The chart at Tab A compares
current Foreign Service pay and current link points with the
recommendations of the OPM and Hay studies.

When the proposed Foreign Service Act revision was forwarded
to OMB for clearance last year, State proposed a schedule
based on the Hay study. The Hay linkages would result in
large pay raises for almost all Foreign Service Officers.
OMB guestioned these increases and argued that Hay con-
clusions about upper level linkages were not necessarily
more valid than the more conservative OPM study conclusions.
OMB cleared the Foreign Service bill with the understanding
that the linkage issue would be resolved later. Subsequently,
an interdepartmental task force was appointed to examine the
issue. The task force reviewed the two studies and analyzed
the issues and options, but could not reach agreement. OMB
and OPM task force members recommended an option which they
believed accommodated the findings of both the OPM and Hay
studies--in essence a compromise--while State, AID and ICA
members favored the option patterned on the Hay Study. Tab
B shows critical features of relevant options. -

Since mid-November we have made unsuccessful attempts to
reach agreement with State. State originally favored Option
I, but has fallen back to Option II. Both of these options
are patterned on the Hay Study linkages with the principal
difference that one has 9 grades and the other 10. Option II
would give annual increases averaging $2,721 or 10.2% per
employee at a cost of $29 million per year. OMB and OPM
favor Option IV which would give annual increases averaging
$1,422 or 5.33% per employee at a cost of $15.2 million per
year. The critical difference between the options is where
they link one Foreign Service grade, FS-2, to the General
Schedule. Options I and II both link FS-2 with GS-14,
whereas Option IV -links it at GS-13.38.
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It is important to remember that the increases that result
from these linkage changes are separate from, and over and
above the annual comparability pay increase. Accordingly,
they constitute a permanent elevation of a major portion of
the Foreign Service salary system relative to all other
Federal employees, and a permanent reduction of  another
portion of the Foreign Service salary system--the overpaid
support levels.

DISCUSSION

Several considerations account for the firm adherence to
Option II by all three Foreign Service agencies. State was
intimately involved in the Hay study and is convinced that
Hay's recommended linkages place foreign service personnel
at appropriate pay levels in comparison with their General
Schedule counterparts. In contrast, State believes that the
OPM study linkage does not fully reflect the overseas
dimension of foreign service duty.

Foreign Service employees and their unions are fully informed
on the Hay study and have closely followed deliberations of
the task force. Although the primary Foreign Service union,
The American Foreign Service Association, originally preferred
Task Force Option I (average annual increase of 11.9 percent
or $3,172 per employee), they have since indicated some
willingness to join State in support of Option II with its
slightly lower increases.

For several years, Foreign Service morale has been lower
than the Secretary would like. There are several reasons to
which this relatively low morale is usually attributed.
First, overseas life has become less attractive due to
increasingly unfriendly environments and the inability of
spouses to pursue working careers abroad. Second, dis-
satisfaction with financial remuneration has grown because
of rapid inflation overseas as well as the dollar's depre-
ciation. In many countries, foreign nationals without the
educational background, loyalty to the United States or
willingness to serve long hours must be paid more salary,
because of local wage conditions, than we are able to pay
our Foreign Service Officers and Staff. - Third, there is a
perception that Foreign Service promotions are slower than
civil service promotions. Finally, there has been keen
disappointment that important historic Foreign Service
responsibilities for the promotion of commerce and trade,
have been transferred to other agencies. -
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For all the above reasons, I understand that Secretary Vance

strongly supports the Hay findings and feels that he cannot
compromise on a plan which offers any less than Option II.

OMB and OPM favor Option IV for a number of reasons. They

believe the OPM study was conducted with the same degree of
technical expertise and sensitivity as the Hay study and

that its findings are just as valid. They conclude that any

decision on the matter should not discard the findings of
one study in favor of the other.

OMB/OPM believe that the strong and weak points of each
study essentially balance out. Thus, Option IV does not
fully reflect the OPM study findings, and does accept
certain Hay study linkages. Accordingly, Option IV is in
the middle ground between the findings of the two studies.

OMB and OPM believe that an acceptable solution lies in this

middle ground and in an option that reflects the strong

points of each of.the studies.. . It is important to note here . ...

that OPM and OMB, in an effort to compromise, have accepted
in Option IV a substantially richer arrangement than that

dictated by what OPM's study (Option V) would have indicated.

Since receiving the task force report, OMB and OPM have
examined the adequacy of Foreign Service compensation from
the viewpoint of attracting and retaining Foreign Service

- personnel. They also examined how Foreign Service benefits

and allowances compare with those in the private sector and
with those of other Federal employees.

o Forelgn Service statistics indicate to us that
there are no serious recruitment and retention
problems. For example, State has about 12,000 to
14,000 applicants for its annual officer entrance
test from which some 180 will be accepted in the
service. In terms of retention, while somewhat -

higher losses have been experienced recently, over

the past 4 year period State has lost through
resignation less than 1 percent per year of its
mid-level offiIcers. We do not see this as a loss
rate to cause major concern. Without question
then, the foreign service is attracting and
retaining the numbers of people of the quality
they need to perform their mission. 1Indeed, at
senior levels, the attractiveness of present
compensation has led to a growing probIem of the
opposite type--an excess of older_nificers_ggg_g_
resulting slowdown in promotion opportunity.




o Foreign Service benefits and overseas allowances,
as measured by private sector practices and those
of other Federal employees, are generous. For
example, in comparison with large multinational
firms, which are known to have above average
compensation practices, the Hay study toncluded,

- : "In summary...the Foreign Service's Total Overseas
Remuneration Practice is reasonably competitive
with large multinational companies except where
the cap on salaries takes effect." Total Overseas
Remuneration is Hay's all inclusive term which

. includes base salaries, bonuses, overseas allow-

i ances and benefits. The exception in Hay's

o ' statement for capped salaries relates to Foreign

= Service individuals equivalent to officials in the

2 Senior Executive Service and not to those in the

- salary schedule we are concerned with here.

In summary, OMB and OPM have concluded that Option IV is a
reasonable compromise between the findings of the two studies, — -
and that other considerations such as attraction and retention
problems do not suggest or justify a more generous solution.

In addition to the State, OMB and OPM views above, there are
: three other factors you should consider in reaching a decision.
! First, we have checked with the Council on Wage and Price
: Stability concerning these increases. We found that because
T linkage changes are structural changes, they are exempt from
CWPS guidelines. Moreover, the Foreign Service constitutes
such a small portion of the Federal employee unit that any
option you choose will not violate the guidelines.

Second, the hostage situation in Iran has made this issue

"J even more salient and emotional for the Foreign Service, and
_— = " a decision against the study recommendation that the service

hand, as Tab C shows, large numbers of Foreign Service
people would get very substantial raises under any of the
options. So, settling the issue and getting more money into
Foreign Service pay checks may prove more satisfying to

o , Foreign Service people than whether or not the precise

T recommendations of one study or another are followed.

i favors could have high public visibility. On the other
i

; Third, the Foreign Service community has influential supporters
T in the Congress. Probably most important are Senator Pell

T and Congressman Leach. On February 7, at a concurrent

: . hearing of the two House subcommittees, chaired by

. Ms. Schroeder and Mr. Fascell, which are marking.up the




bill, the provision continuing the President's traditional
responsibility to establish linkage and adjust the Foreign
Service schedule was deleted. 1In its place there was
substituted a provision proposed by Mr. Leach which sets in
law a Foreign Service schedule based on the Opt:on I linkages
and number of grades. . =

CONCLUSION

There are no scientific methods that produce absolutely
correct answers to questions such as the one we are addressing
here. We do have two very good studies that agree in
substantial measure. In fact, the basic issue at this point
is whether the grade FS-2 should link at GS-13 as recommended
by the OPM study or GS-14 as recommended by the Hay Study.
So, we believe an option that comes out somewhere between

the two might be the fairest solution, especially since
factors such as recruitment, retention and morale problems
are not of sufficient magnitude to influence a resolution of
the issue more favorable to one study's recommendation than
the other.

OMB and OPM have examined other options as possible com-
promises. While still believing that Option IV is a good
solution, we recognize that other options such as the task
force proposal for a compromise (Option III) or the OPM-
developed Option IVa have merit and could be acceptable
solutions. These options differ from II and IV principally
on the FS-2 linkage. Both would link higher than IV but
lower than II. (See Tab B.)

However, we have been unable to reach a compromise with
State, so we must ask you to decide it.

We had planned to install whatever Option you select con-
currently with the October 1980 increase, provided of
course, the proposed Foreign Service Act becomes law. In
view of the current budget problems, you may want to defer
installing the new system until after fiscal 1981. However,
because of the actions in Congress to remove your authority -

- and establish Foreign Service linkage in law, we urge you to

decide on one of the options now so that we are not preempted
by Congressional action. Later, in conjunction with your
decision on the fiscal 1981 comparability pay increase for
Federal employees, we can address the issue of whether or

not to defer installing the new Foreign Service system.
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DECISION

Annual recurring
OPTION budget increase
(in millions)

Option II (State) $29.0
—

Option Qz:f§§§?§££2::)<:/( $15.16

Somewhere between
Options II and IV $22.0*

.Other

* Approximate

Average annual

Pay Increase**

$ %

$2,721 10.2%

$1,422 5.33%

$2,100* 7.7%%

** Over and above the relevant comparability pay increase
which is estimated at 6.2 percent for fiscal 1981.
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Current
Officer
Schedule

! Current
R § Staff
i Schedule

Link Point Comparison

Current Versus OPM and Hay Study Recommendations
' In Terms of GS Grade

Grade

FS0-3

W N o wn

N VN b W N

10

These link points are termed internal linkages.

Current
Average Pay

GS—{4.40
GS-13.00
GS—11;76
GS-10.38
GS- B.54

GsS- 7.00

GS-14.40
GS-13

GS-11.76
GS-10.38
GS- 9.22
GS- 8.10
GS- 7.02
GS- 5.98
GS- 4.97

GS- 4.00

Current
Link Points

GS-13

GS-7

(Fs0O-3)
(FSO-4)
(FSO-5)

(FSO-6)

GS-4

OPM
Studz

GS-13

GS-12 2/

GS-11 2/

GS-9

GS-8B

GS-5

link between the officer and staff schedules.

Not recommended as formal link points but pay could be

linked at these points if required.

The Bay Study did not analyze FSO-7 individuals but
studied FSRU-7 individuals who are paid FSO-7 saIarles.

They determined that the duties of the FSRU-7
individuals most nearly matched GS-7 duties.

Per the Hay Study, GS-9 was a more defénsible linkage..

They

TAB A

Hay

Studx

GS-15

Gs-14

Gs-11
cs-13/

GS-9 or 111

GS-5 or 6

GS-4
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[ L ,  Foreign Service Salary System Options
' Mo '
e
-H?é : SR - ' Total a/ Average |
KE! _ Annual Cost FS5-2 = Annual . Average
'Yy : o i . ;] . .
'}W! L Option (in millions) Linkage $ Increase ‘\ Increasc
- ﬂ .~V (OPM Study) $ 5.0 13 s 465 1.751
"..,Zg{ . "IV (OPM/OMB recommendation) 15.16 13.38 1,422 5.33
chvg . o g Y | | . | | 21.71 13.6 2,037, 7.64
:)"lx.-‘.\i L .
;EHZi:. < Iva 2/ 22.05 13.54 2,271 7.76
e "‘ ,
ivsE 0 07 01T (Hay Study) (State recommendation) 29.0 14 2,721 19.20
':'-‘;!“’” R ‘ '
el . 01 (Hay stuay)d/ 33.8 14 3,172 11.89
et ,
f!"-l.‘.' "
ﬁfﬁpg 1 1/ This is a possible compromise option developed by the task force.
1 ﬁ%ff,”f;'_ g/ TPis is a possible compromise option submitted by OPM. TR
’11L SR Option I was originally favored by the unions and the Department
1‘¢1§“ e of State. The Department agreed to move to support of Option II
{W%L S as a compromise gesture and because the transition from the present
Py .. system to a 9-class system would be somewhat easier than to a
3*5? -7 ... - 1l0=class system. When the Department moved to support Option II,
é!¢$ Y7, %"+ it was ‘able to secure union agreement on the same option. 3
AR 5 ’ . ) o
2L ot 4/ FS=2 linkage is shown because it is considered critical by proponents w
j}ﬂ; SRR ~ of both points of view. '



FOREIGN SERVICE SALARY SYSTEM

i o B ; Numbers and Percentage of People and the Increases They
¥ . Receive Under Each of the Uptions*

OPTION
1 I1 . 111 v ' IVa y
i1 ANNUAL SALARY INCREASE & g , % ? x 1 X " - 4 P 4
i“th . Dollar Increase Range
- $7,000 - $7,999 1 .- - - - - R — - e -
6,000 - 6,999 1,773- 16.6% 733 6.9% .- -- - .- .- - . -
5,000 - 5,999 . 2,129 20.0 1,375 12.9 -- -- -- - -- - .o .e
4,000 - 4,999 939 8.8 951 8.9 939 8.8% 939 8.8% 939 8.8%  -e .-
3,000 - 3,999 862 8.2 2,656 24.9 2,970 27.9 862 8.1 1,847 17.3 .- .-
2,000 - <,999 -- .- -- -- 1,806 17.0 985 9,2 2,948 27.7 - -
© 1,000 - 1,999 1,645 15.5 1,645 15.5 1,645 15.4 2,034 191 2,490 23.4 3 0.1%
" Less Than  $1,000 3,297 30.9 3,297 30.9 3,297 30.9 5,837 54.8 2,433 22.8 10,654 99.9
Fércent Increase Range
" 20,00% 24,99% 1,806 17.0% - - - e- - - . .. - - -
215,00 © « 19,99 2,108 19.8 2,108 19.8% -- R .- .- .- .- .-
‘_'--;'1o.oo - 14.99 146 1.3 -3,597 33.8 1,512 14.2% 146 1.4% 146 1.4% - -
©..05.00 - o 9,99 3,300 .31.0 1,655 15.5 5,848 54.9 3,763 35.3 8,198 , 76.9. ., .- .-
. Less Than 5. 001 3,297 30.9 3,297 30.9 3,297 30.9 6,748 63.3 2,313 2.7 10,657 100.0%

% . The analysis assumes relative positioning and
5;,;1nmed1ate convergion. Population of 10,657
. includes all those from State, AID and ICA
; ..-+» anticipated to be included in the new Foreign
P IR Service schedule. ’

Vot : '
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MEMORANDUM m[/m

THE WHITE HOUSE

WASHINGTON

INFORMATION

March 27, 1980
MEMORANDUM FOR: THE PRESIDENT
FRO/M: ZBIGNIEW BRZEZINSKI ,]ﬂ '
SUBJECT: State Department Comparability

Cy Vance is appealing your decision about comparability. I
am not expert on this, but I do have a view on one relevant
factor: Morale in State is low and declining. If this trend
continues, our effectiveness in managing foreign policy will
suffer and the effect will be hard to reverse. There are
several reasons for this problem; pay comparability is one of

them. This should be taken into account in reviewing Cy's
appeal.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

March 27, 1980
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SUBJECT: Budget Revisions 5(/( 1/ Mo \ ;;d/
é o TREY Co 91 ##71
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Attached for your review is a message to the Congress 1€
transmitting your budget revisions. It has been reviewed Wg,
by Charlie Schultze. and the speechwriters. ) broe i fie
- o o
We plan to include it in the publication summarizing the & /A% Jpeet .
budget revisions. : : _ e &/
We would appreciate your
(Friday) .
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March 27, 1980

MESSAGE OF THE PRESIDENT ON THE BUDGET

To the Congress of the United States:

During the first two months of the yeér, inflation took
another sharp upward leap, both in the United States and abroad.
Actual prices and interest rates worsened, along with
expectations about future inflation. Continued price increases
of the size we have experienced would do grave harm to American

society and the American economy.

OPEC's December discussions in Caracas proved inconclusive,
and world oil price increases were far beyond expectations. But
inflation outside of the energy sector also rose. The American
economy continued to be unexpectedly strong: Consumer demand and
business investment remained at higher levels than predicted.
Since the Federal Reserve continued, correctiy, to restrict the

growth of the money supply, the surge in inflation and credit

demands produced a sharp upward spiral in interest rates.

To reverse these dangerous trends, I announced a five-point
anti-inflation program. This program consists of spending cuts
necessary to balance the budget for 1981, additional restraints
on credit, wage and price actions, further energy conservation
measures, and structural changes to enhance productivity,

savings, and research and development.

These measures are interrelated and interdependent. Taken

together, they will be more than the sum of their parts. They
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will not reduce inflation immediately, but together they will
produce a significant decline in inflation as the year

progresses.

At the center of this policy is my decision to cut Federal
spending so as to balance the 1981 budget. 1In January, I
submitted to the Congress a budget for 1981 that provided for
substantial restraints on Federal spending and the lowest deficit
in 7 years. After adjustment for inflation, the 1981 spending
level was virtually level with that for 1980. It was a budget
that followed in every respect the policies of restraint I have
set during the past fhree years. However, in view of the
continued high level of ecoﬁomic activity, and what has recently
happened to inflation and interest rates, I have had to consider
new policies. I must now ask the Congress and the American
people to support a revised budget that is even more restrained

and austere.

REVISED BUDGET OUTLOOK
(in billions of dollars)

1979 1980 1981 1982 1983

Budget receiptSeesccceccccssss 465.9 532.4 628.0 724.8 837.8
Budget outlaySeeeececseccssccas 493.7 568.9 611.5 683.3 759.0

Surplus or deficit (-).. -27.7 -36.5 16.5 41.5 78.9

Budget authority..ceeececceess 556.7 665.8 691.3 777.3 849.1

Let me first explain the extraordinary way in which my

budget reduction proposals have been developed.
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The budget, as it is finally enacted, is -- as it should be

‘under our Constitution -- the joint product of the Congress and
- the executive branch. Because of the great importance I attach

- to reduced spending, I have done everything within my power to

reach an understanding in advance with the leadership of the
Congress on my reduction proposals. .I and senior members of my

Administration met with the Congress hour after hour, literally

. day and night, in order to reach consensus. The importance of

cutting spending to achieve a balanced budget was never seriously

in dispute. But agreements on the specific, detailed measures

*~ necessary to achieve this balance were not easy to reach. They

could be worked out only through a lengthy and sometimes tedious

. process of negotiation and discussion.

Not all Members of the Congress will support all of the

reductions I am proposing. But I am pleased to be able to report

that the Administration and the leadership of the Congress are in

essential agreement on these budget restraint proposals.

The revision of the 1981 budget that accompanies this

' message describes my proposals for increased budget discipline.

“ The principal actions are:

-— deferral, reduction, or cancellation of most of the new

and expanded programs originally proposed in the 1981
budget;

a cut in expenditures for personnel, operations, and

" maintenance throughout the government;
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an immediate limitation on Federal civilian employment,
and rigid maintenance of employment ceilings to ensure
that there will be at least 20,000 fewer Federal
employees by the end of 1980 than there are now;

pmo

a reduction in ongoing spending programs throughout the

Federal Government;

re-emphasis of the savings and revenue measures
submitted in the January budget, including hospital cost

containment, Federal pay reform, and cash management

reforms;

defense efficiencies and savings that do not affect
military readiness and are consistent with my continued

commitment to real increases in defense spending;

a 15% reduction in the use of consultants throughout the

Federal establishment; and

a freeze on basic salary increases for senior executive

branch officials and members of the White House staff.

These budgetary decreases are being supplemented by a series

of actions taken by the Federal Reserve to achieve greater

restraint on the expansion of credit in the private sector. Some

of these actions have been taken under the authority granted by

the Credit Control Act of 1969. The measures taken by the

Electrostatic Copy Made
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Federal Reserve will help to reduce inflation by slowing the

growth of business loans and some forms of consumer credit.

In addition to the actions of the Federal Reserve on private
credit, the Administration will increase restraint of Federal

credit programs:

—-—- Federal loan guarantees will be cut by $4 billion in

fiscal year 1981.

-- My new system to control Federal credit activities will
be strengthened by expanding significantly the amount of
Federal insurance and guarantee activity subject to

limits within the system.

I urge the Congress to include Federal credit limitations in
the concurrent budget resolutions. These measures will enable
the Federal Government to control more effectively total lending

and loan guarantee activity.

As part of this anti-inflation program, I have used my
existing authorities to impose a gasoline conservation fee on
imported oil. 1In the budget revisions, I am proposing to replace
this fee with an ad valorem equivalent gasoline tax that, at
current prices, will yield 10 cents per gallon. I am also
proposing the withholding of taxes on interest and dividend
payments at the source to ensure that Federal income taxes owed

on those payments are in fact paid, and paid promptly The

resulting receipts will not be used to balance the 1981 budget.
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They will not be used as a substitute for necessary spending
cuts. Rather, these recéipts will give the budget, which will be
balanced independently of these sources of income, a margin of
safety. This will ensure that the budget will remain in balance

if estimates change in a way that cannot be predicted now.

Success in reducing spending to achieve a balanced budget
will require prompt action by the Congress. To achieve
substantial outlay savings for 1981, the Congress must act before
the fiscal year begins. I particularly urge prompt and
constructive action on rescissions of 1980 budget authority, so
as to produce outlay reductions at least equal to my proposals.

Yiadian C> Ce Aot
I also urge prompt enactment of my—proposal to modify,programs

that now have two automatic inflation adjustments a year so that

they conform to the normal practice of annual adjustments.

I will do everything in my power to ensure that my budget
proposals are realized. I repeat that I intend to veto any
legislation that threatens the spending reductions required for a
balanced budget. I will use the powers available to me to defer
spending or to rescind funds. If adequate steps are not being
taken by the Congress to achieve the required fiscal restraint, I
intend to seek from the Congress a temporary grant of

extraordinary budget restraint powers.
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We are not alone in facing recent rapid inflation at annual
rates nearing 20%. Wholesale prices have been increasing at
annual rates in excess of 25% in Italy, Great Britain, and Japan.
Even in Germany increases have been over 13%. Many other

countries are responding as we are, by reevaluating their budgets

and seeking reductions.

There are no quick or easy answers to this worldwide
inflation. It is deep-rooted, the result of many forces built up
over the past decade and a half. No single measure -- by
itself -- will stop inflation. My five-point program to
strengthen the fight against inflation has as an essential
element the spending reductions needed fdf a balanced 1981
budget. Those who say that we cannot stop inflation simply by
balancing the 1981 budget miss the point. Balancing the budget

is not a cure-all, but it is an essential first step. I believe

that no overall anti-inflation program can work until the Federal
Government has demonstrated to the American people that it will
discipline its own spending and its own borrowing -- not just for

one year or two, but as a long-term policy.

JIMMY CARTER
March 31, 1980
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THE WHITE HOUSE

WASHINGTON

March 27, 1980

MEMORANDUM FOR THE PRESIDENT
g

FROM:

LOUIS MARTIN

SUBJECT : NATIONAL URBAN COALITION RECEPTION

II.

IIT.

IV.

FRIDAY, MARCH 28, 1980

PURPOSE

To receive members and guests of the National Urban
Coalition who are in Washington for the '"Salute to
Cities Dinner" which marks their twelth anniversary.

BACKGROUND

The National Urban Coalition was founded in 1967 to
address the problem of revitalization of America's
cities in the aftermath of the riots of the mid 60's.
In the 12 years since its establishment it has run
numerous programs ranging from job training, to
housing assistance, to economic development.

The Coalition is a national organization with
affiliates in 35 cities across the country. Its
current president is Carl Holman.

PROGRAM, PARTICIPANTS AND PRESS

A. DPARTICIPANTS: Approximately 250 officers, steering
committee members, guests, and staff of the coali-
tion will attend. Mayor Ernest Morial of New Orleans
and Mayor Lee Alexander of Rochester will be present.

Louis Martin is coordinating. (Attendees list attached)

B. PRESS: White House Photographer.

TALKING POINTS

Talking points will be provided by the speech writers.
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R : ' ‘ Achsah Nesmith
[Louis Martin, X6662, will : : A-2 3/27/80

Qupdate names in salutation _ Scheduled Delivery:
*by 9 AM Fri.] . : Fri, 3/28/80, 2 PM

Urban Coalition

.“’W

1. 4 CARL HOLMAN, MAYOR-MORFAE—{Hew-Orleans), MAYOR-ALEXANDER
| (Y- it f- (el pebpts

2. THE NATIONAL URBAN COALITION EXEMPLIFIES THE WILLINGNESS

OF AMERICANS TO TAKE RESPONSIBILITY FOR THE WELFARE OF THEIR

ety

COMMUNITIES AND THEIR NATION. YOU HAVE BROUGHT TOGETHER DIVERSE

a———
—

AND SOMETIMES ANTAGONISTIC FACTIONS AND UNITED THEM BEHIND THE

VI OBJECTIVE OF RESTORING OUR DETERIORATING CITIES AND REUNITING

OUR DIVIDED SOCIETY. CIRCUMSTANCES HAVE CHANGED SINCE THE

RIOT-TORN SUMMER OF 1967 WHEN THE COALITION WAS FORMED, BUT THE

S ——y

NEED IS STILL GREAT. YOURS HAS BEEN A STRONG VOICE FOR THE

—— D S

'PUBLIC-PRIVATE PARTNERSHIP THAT HAS BEEN AT THE HEART OF MY

ey L

APPROACH TO URBAN REVITALIZATION.

3. I HAVE WELCOMED THE CONCERNED COUNSEL OF CARL HOLMAN.

"HE HAS OFFERED IDEAS AND PRACTICAL PLANS -~ AS WELL AS SINCERE

—
——— . .

CRITICISM. EVEN WHEN WE HAVE DISAGREED ON METHODS OR TIMING

OUR GOALS HAVE REMAINED THE SAME -- TO PROTECT THE DISPOSSESSED

m———

AND THE DESPERATE AND TO MAKE OUR CITIES GOOD PLACES TO LIVE;

rner———

4. TONIGHT YOU WILL HONOR A MAN WHO HAS UNDERTAKEN SOME OF THE

MOST DIFFICULT AND IMPORTANT MISSIONS OF MY ADMINISTRATION --

SOL LINOWITZ, WHO AT THIS MOMENT IS IN THE MIDDLE EAST SERVING
-___—-_——

e ——————————————

ME AND HIS COUNTRY AND THE CAUSE OF WORLD PEACE. YOU WILL ALSO

[ o=

HONOR FRED O'NEAL*, A LEADER WHO HAS ALWAYS UPHELD THE HIGHEST

Only black vice president of AFL-CIO to be honored at dinner as
outstanding trade unionist. Sol Linowitz will also be honored.

Eiechostaﬂc Copy made




IDEALS OF THE LABOR MOVEMENT: COMMITMENT TO SOCIAL JUSTICE,

TO COMPASSION, TO HUMAN RIGHTS FOR ALL PEOPLE.

S——— O ———————————

5. I CAME TO THE PRESIDENCY COMMITTED TO BRINGING THOSE

e

WHO HAD BEEN LEFT OUT FOR SO LONG INTO FULL PARTICIPATION IN

e ————

GOVERNMENT AND IN OUR ECONOMY. I WAS DETERMINED TO PLACE
—_——‘_——-\ N A—————

PEOPLE THROUGHOUT THE GOVERNMENT WHO SHARE MY COMMITMENT.

THIS IS PARTICULARLY CRUCIAL IN THE FEDERAL JUDICIARY. OTHER

APPOINTMENTS LAST A FEW YEARS AT MOST -- APPOINTMENTS TO THE
htiesto ol

FEDERAL BENCH ARE FOR LIFE. THE MEN AND WOMEN APPOINTED TO THE

s— e

JUDICIARY NOW WILL NOT ONLY INTERPRET THE LAWS THAT GUARANTEE

OUR RIGHTS TO JOBS, EDUCATION, JUSTICE, BUT THE RIGHTS OF OUR

—

CHILDREN AND GRANDCHILDREN AS WELL.

I HAVE APPOINTED MORE BLACKS, MORE HISPANICS, MORE WOMEN TO THE

FEDERAL BENCH THAN ALL PREVIOUS PRESIDENTS COMBINED -- 34 BLACKS,

10 HISPANICS, 32 WOMEN. MY PRIDE IS NOT JUST IN NUMBERS.
n—————

g

I PROMISED TO APPOINT THE BEST JUDGES I COULD FIND AND I HAVE

—
—

KEPT THAT PROMISE.

6. THIS ORGANIZATION HAS LONG SHARED MY CONCERN ABOUT THE LARGE

NUMBER OF YOUNG PEOPLE, ESPECIALLY MINORITY YOUTH, WHO ARE UNABLE

e ———" e ey —
TO FIND JOBS. I ANNOUNCED A MAJOR INITIATIVE IN JANUARY FOR
- | :
YOUTH EMPLOYMENT AND TRAINING. THAT INITIATIVE WILL GO FORWARD --

THE LONG-TERM GOOD OF OUR NATION REQUIRES THAT WE NOT TURN OUR
e e ey e _—
BACKS ON THESE YOUNG PEOPLE AT THIS CRITICAL TIME IN THEIR LIVES.

—
NEITHER ARE WE CUTTING SOCIAL.SECURITY OR MEDICARE BENEFITS,

SUMMER JOB PROGRAMS OR THE PROMISED 300,000 UNITS OF SUBSIDIZED
I ——
HOUSING.

-_—



,7. 

THERE ARE OTHER AREAS, OTHER PROGRAMS -- GOOD PROGRAMS --

e e

,VWHICH WILL HAVE TO BE CUT BACK. [Insert specific cuts here.]

" WE CANNOT DO EVERYTHING. WE MUST CONTROL INFLATION AND THE

- FEDERAL GOVERNMENT MUST LEAD. WE CANNOT SPEND OUR WAY OUT OF

" INFLATION.

‘I o 8 .

4‘ .CHOICES -— AS INDIVIDUALS AND AS A NATION.

—

crme———
—

WE MUST BALANCE THE BUDGET AND THAT MEANS SIGNIFICANT

CUTS IN EVERY AGENCY, IN EVERY AREA OF GOVERNMENT.

EVERY FEDERAL AGENCY WILL HAVE ITS OPERATING AND

ADMINISTRATIVE FUNDS REDUCED, INCLUDING THE DEFENSE

DEPARTMENT. SOME THINGS WE WANT TO DO MUST BE DEFERRED.

o —r

WE WILL PROTECT THE MOST DISTRESSED LOCAL GOVERNMENTS

AGAINST ABRUPT FINANCIAL DISLOCATIONS AND CUTS IN
ESSENTIAL SERVICES AS A RESULT OF ENDING STATE SHARES

IN GENERAL REVENUE SHARING. WE MUST DRAW A DISTINCTION
BETWEEN FUNCTIONS GOVERNMENT MUST PERFORM -- AT BOTH

THE FEDERAL AND LOCAL LEVELS -- AND PROGRAMS AND SERVICES

THAT MAY BE DESIRABLE BUT CAN BE REDUCED OR POSTPONED.

DISCIPLINE, RESTRAINT, ABSOLUTE ADHERENCE TO OUR TRUE

e —————————ng,

PRIORITIES IS ESSENTIAL. THE CUTS I HAVE REQUESTED ARE

e ———— L

FAIR. NO SEGMENT OF OUR PEOPLE IS SINGLED OUT. WE HAVE,

e ——re———=

OF NECESSITY, MADE .CUTS IN PROGRAMS THAT BENEFIT URBAN

am——

AREAS, BUT WE ARE NOT ABANDONING OUR URBAN POLICY.

— -

. THESE ARE DIFFICULT AND DANGEROUS TIMES. WE MUST MAKE HARD

e —— ——

', ECONOMIC WELL-BEING OF OUR NATION DEPEND UPON THE DISCIPLINE WE

—

e ety

. EXERT,NOW. THERE IS NO RICH UNCLE TO BAIL ourT.
'.,’f’—ﬂﬂ-“‘ ____Ei___
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9. WE CANNOT EXPECT TO SEE RESULTS OVERNIGHT, OR IN A FEW DAYS
———————r S — '

OR WEEKS. THE CONSUMER>PRICE INDEX WILL CONTINUE TO REGISTER

— —

SHARP INCREASES IN ENERGY.AND HOME FINANCING COSTS FOR THE NEXT

e ———————

SEVERAL MONTHS;fQTHE ACTIONS I AM TAKING TO BALANCE THE BUDGE

&

AND CUT BACK‘EXCESSIVE CONSUMER FINANCING ARE SERIOUS. WE MUST

DAMPEN THE DANGEROUS INFLATIONARY PSYCHOLOGY THAT HAS ENCOURAGED

—

AMERICANS TO BUY NOW AND PAY LATER, REWARDING SPECULATION WHILE

PENALIZING THE THRIFTY. THESE ARE ESSENTIAL STEPS TOWARD

e —————

BRINGING DOWN INFLATION. WE WILL NOT ALLOW THE POOREST AND MOST

—

VULNERABLE AMONG US TO BEAR THE HEAVIEST BURDEN IN THE FIGHT

ey

AGAINST INFLATION. IF WE LOSE THAT FIGHT, THE RESULTS WILL BE

DISASTROUS FOR US ALL, BUT FOR THEM MOST OF ALL.
e —— — -_—

HH#
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THE WHITE HOUSE e
WASHINGTON

March 26, 1980

MEMORANDUM FOR THE PRESIDENT

From: Al McDonald
Rick Hertzberg bk
Achsah Nesmithgﬂé//
Subject: Presidential Speech:

National Urban Coalition
Executive Committee

Scheduled Delivery:
Fri, March 28, 1980
2:30 PM, State Floor

Clearances

Stu Eizenstat
Jim McIntyre
Louis Martin

Attached is the speech you discussed
with Jim McIntyre for this group,
focussing on inflation.

Alternatively, Jody and Anne Wexler
have proposed that you make your main
anti-inflation pitch Friday to the
Conference of State Legislators. If
you decide to do this, we can -- on
short notice -- supply you with
talking points to replace this speech.



. . 5ﬂ7, T Achsah Nesmith
+ [Louis Martin, x6662, - . A-1 3/26/80

will update names in Scheduled Delivery:
salutation by Fri. 9 AM] Fri, 3/28/80, 2 PM

Urban Coalition

: Cafl Holman, Maer.Morial (New Orleans), Mayor Alexander

(Rochestér{:"
I came to the Presidency committed to bringing those

who had been left out for so long into full participation in

government and in our economy. To do this, I was determined

to place capable people throughout the government who share myl4

commitment.

This is particularly crucial in the federal judiciary.
Other appointments last a few years at most -- appointments to
thg}federal bench are for life. The men and women appointed
‘fo:tbe jgdiciapygnow will not only interpret the laws that
gdgrggteerggzirights to jobs, edﬁcation, justice, but the

rights of our children and grandchildren as well.

I_have’SOught to'make sure that every appointee was



sensitive to hgmaﬁ §§eds, whether the post was in education,
energy, Qefénsg}prtse§§1c¢3in diffiéult assignments abroad.
Overaﬁa;gyé?;;ﬁhéﬁfi ha§e ﬁéd a delicate and importaht task
Ihave‘caxiedgb;glé man who helped form the National Urban
Coalition, étman you a;é’honoring tonight -- Sol Linowitz --
who at this moment is in the Middle East serving me and his

country and the cause of world peace.

You will honor as well a man I am glad to see is here with
us this afternoon, Frederick O'Neal. Fred O'Neal, a leader who
has always upheld the highest ideals of the labor movement:
commitment to social justice, to compassion, to human rights

for all people.

,Thqse_you_choose to honor and those you choose to lead you

_are ahfihdiéation,of»your goals and commitment as an organization.

- I have weléoméd the ,concerned counsel of Carl Holman.

He has offered,ideés and practical plans -- as well as sincere



criticism. Even-whén we have disagreed on methods or timing,
our goals ha&éﬁ%éméipéd the same -- to protect the dispossessed

and the*deséét@ﬁéjffdfmake'our cities good places to live and

to extend:justige;Lopportunity and freedom to all our people.

The Urban Coalition has alwajs exemplified the willingness
of Americans to take responsibility for the welfare of their
communities and their nation. You have brought together
diverse, sometimés antagonistic factions and united them behind
the objectives of restoring our deteriorating cities, of reuniting
our divided society. Circumstahces have changed since the riot-
torn summer of 1967 when the Coalitiqn was formed, but the need
remains. Yours has been a strong voice for the public;private
pafthership that has been at the heart of my approach to urban
re&ifali;ation.

" These are difficult and dangerous times. We must make

3 . . ! Ay .
| . : .. N . .
hard choices. -- as individuals and as a nation. The security
'u[ . \. B .



and the economic weilQbeing of our nation depend upon the

discipline we exert.now.

The cqet_ofeeneréy more than doubled last year. We cannot
simply absQrb such'cost increases without cutting back anywhere
else. If we try, the result will be uncontrolled inflation,

untold hardship, and eventually catastrophe for our nation.

We must\balance the budget. That means significant cuts
in every agency, in every area of government. Operating and
administrative funds will Be reduced for every federal agency,
including the Defense Department. Some things we want to do

must be deferred.

~ The people who are suffering most from inflation are those
Withithé lowest incomes. If inflation continues at its current
réte~it‘ié5likeeaddihg'an 18 per cent tax to everything they

must.havelto‘survive. We are not abandoning the helpless.

We are not cdtting the bﬁdget with a meat axe. We are making



prudent, intelligehtjlcareful reductions, deferrals, tightening

belts whete.tﬁe?éqﬁée;efwill do the least serious damage.
ﬂWe;ﬁUstfméké di§tinctibns between functions government
must perform -- at both the federal and local levels -- and

programé and services that may be desirable but can be reduced

or postponed.

We are notAabandoning our urban policy -- local revenue
sharing, urban development action grants, mass transit, summer
job programs. We will protect the most distressed local
governments against‘abrupt financial dislocations and cuts in
;essgntial services as a result of ending the state share of general

revenue sharing.

Thatiaoéélnot.meah cities'will be exempt or that social
serVices williée:ekémpt‘from cuts. It does mean we will not
ask thé-Sick,'the‘old and the poor to bear the heaviest burden

in balénéing the budget. We are cutting social services



primarily where they extend to middle income people, such as
subsidieéfté séhoolliuQChes. Our youth employment initiative
will goifqrwafd;i.wé'are not cutting Social Security or Medicare
or Aid to Dependent Children or the 25 per cent increases in
subsidized housing units. We have done our best to protect

the key programs, but I will not pretend that we will not have

to do without things you and I would like to have.

Nor can I promise you that we will see results overnight,
or in a few days or weeks. The Consumer Price Indewaill
continue to register sharp increases in the cost of energy and
home financing costs for the next several months. The actions
I am taking to balance the budget and cut down on excessive
Lcongumgi fiﬁaﬁéihg;are‘serious., We must dampen the dangerous
inflatiéﬁgfjlpﬁzéholoéy that has encouraged Americans to buy
né&‘é?dléay;iater,,fewarding speculators while penalizing the

thrifty. .. .



As long,g;_our"ﬁgtion‘is convinced that inflation will
continu? uﬁ?béséé;ﬁugin§35es will continue to gaise prices,
workers Willbébﬁtihué to préss.for higher wages in a conspant
efforf'not to-bevleft behind. .No one wins such a race, but the

people who will be left farthest behind are the poorest and most

vulnerable among us.

We must cut inflation and the federal government must lead.
We cannot spend our way out of inflation. There is no rich uncle

to bail us out.

# % #



THE WHITE HOUSE

WASHINGTON

March 27, 1980

MEMORANDUM FOR THE PRESIDENT

FROM: GENE EIDENBERG /W

SUBJECT: Dropby and Remarks to the National Conference
of State Legislatures
Friday, March 28, 1980
1:30 p.m..
Mayflower Hotel

The National Conference of State .Legislatures invited you to
meet with its leadership to discuss the FY 1981 federal budget
and its impact on state and local budgets. The invitation

was issued by Speaker Roberts (R) of New Hampshire, who is

the current President of NCSL, and Speaker Pro-Tempore

Dick Hodes (D) of Florida, who is the President-Elect of

NCSL. Hodes is a Carter-Mondale supporter.

The NCSL has been a consistent supporter of your goal of
balancing the 1981 federal budget. I expect a group of
80 - 100 legislative leaders to be in attendance.

The audience and the circumstance of the meeting offers a
good chance to argue the balanced budget, anti-inflation
themes in strong terms that will be appreciated by an audience
of elected officials who will note your determination in

the midst of the election year.

I will accompany you to the session in Jack's absence.

Press Plan

The event and your remarks will be open to press coverage.

Background

Our office has had very cordial working relations with the

NCSL over the past three years, and the Conference has been an
" effective ally on a number of Administration priorities. Like
the governors, the NCSL has supported the concept of fewer
federal dollars for state and local governments along with
fewer federal mandates and more grant consolidation.

Attachment
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T 3 —-— 234 President
, : Offi f R
Ivaticnal Sta::e ° North Capitol George B. Roberts, Jr.

COI‘Lference Federal Street. NoW.L Speaker. New Humpshire
Relations 2nd Floor House of Representatives
Cf State eane Washingion. D.C.

10001 Executive Director
T.egislatures 202:624-53100 Earl S. Mackey

March 21, 1980

The President

The White House

1600 Pennsylvania Avenue, N.W.
Washington, D.C. 20500

Dear Mr. President:

The National Conference of State Legislatures has worked
with your Administration on a wide variety of intergovernmental
matters for the past three years. We have appreciated the co-
operation we have received from Mssrs. Jack Watson, James McIntyre
and other Cabinet officials. It strikes us that no previous
issue has been guite so difficult and critical as the economic
and budgetary decisions you are now making.

Unlike many other public and private interest groups, NCSL
has long supported your goal of a balanced FY81 budget. Our
declared position was given meaning last year as we urged addi-
tional grant consolidation measures, suggested a paring of costs
for administration by eramining federal mandates, and supported
your hospital cost containment ‘legislation. 2As you consider ways
to trim expenditures in FY81 we hope you will seriously consider
grant consolidation, thereby reducing the categorical programs
which are delivered to or through state and local governments.
This will not only bring organization to the myriad@ of programs
now existing and save funds in FY81, but should also help reduce
the pressures for higher expenditures in out-years.

Nevertheless, we are mindful that the FY81 budget is not
likely to be brought into balance by means of grant consolidation
alone, nor even with enactment of hospital cost containment legis-
lation, changes in the CPI, or additional fees or taxes; adjust-
ments in intergovernmental aid must also be made.

We recognize the gravity of our national inflation rate and
the economic conditions underlying inflation, and believe that
state legislators can offer some helpful advice about intergovern-
mental aid programs which are needed and effective compared with
those which may be less effective. Therefore, we have scheduled
a one and one-half day meeting of legislative leaders from each



-~

The President
March 21, 1980
Page Two

of the 50 states in Washington on March 28 and 29 at the Mayflower
Hotel on the subject of the FY8l1 federal budget and its impact
on states and local communities. Out of this meeting and the
official NCSL policy adoption process which follows, we expect
to transmit our recommendations on possible cuts to you and the
Congress.

We extend to you a warm invitation to speak to the state
legislative leaders during our conference, understanding that
you may have transmitted a revised FY81 budget to the Congress
by that time.

We hope your present budgetary review will consider the
high administrative cost of many categorical aid programs,
the savings which could be generated through consolidation, and
costs which may be shifted to state and local governments with
federal program elimination or reduction.

Thanx you.

Sincerely,

George B. Roberts, Jr.

President, NCSL

Speaker, New Hampshire House
ofi Representatives

Richard S. Hodes
President-Elect, NCSL

Speaker Pro Tempore

Florida House of Representatives



THE WHITE HOUSE
WASHINGTON

Pls note--

.excerpt from page 2,
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Atlanta, Georgin 30334

Beorge Musbee

GOVERNOR

" MEMORANDUM
TO: The President of the United States
FROM: George Busbee

SUBJECT: The Governors and Your Budget

DATE: March 24, 1980

High inflation and the overwhelming desire and need to balance the budget
have required tough, often politically painful decisions. I know you are willing
to take the heat, no matter how unpopular specific cuts may be to certain interest
groups.

Though it is the end result that counts, how you get there is often as
.important, particularly with respect to the Administration's future relationship
with groups that are dramatically affected by the cuts that you will publicly
announce next week.

I would like to offer some thoughts on the governors. The NGA Executive
Committee, the Standing Committee Chairmen and other interested governors will
be meeting in ‘Washington on April 17 to formally consider and respond to your
new budget. . g

From my soundings, a large majority of the governors are very upset over
the loss of revenue sharing for FY 8l. However, they also recognize politically
that controlling inflation and balancing the budget transcend the priorities
and personal interests of any one level of government.

Personally, I am more disturbed over the possible loss of the principles
underlying the revenue sharing concept than I am over the $1.7 billion in funds
involved. Couple this with the rumored cuts in other flexible programs (such as
LEAA), and it appears as if the Administration has declared war on the only
programs in which I and the other governors have some degree of discretion.

Crises seem to come in cycles. When I met with Charlie Kirbo and Griffin -
Bell on December 22, 1978, I urged you, in a memorandum dated January 5, 1979, to
balance the budget.

At the time, you had gained great support as a result of your Camp David
meeting with Sadat and Begin, and Dr. Kahn had made his announcement on infla-
tion measures. As:I stated in my memorandum: ''However, the image that is going to



Memorandum to the President
Page Two
March 24, 1980

be important is the one that the President is going to have next October (1980).
Already the impact of his inflation statement and the actions of Mr. Kahn are
beginning to fade from the minds of the people as:inflation continues and the
valve of the dollar declines. The significant accomplishments of the Camp David
Summit are being overshadowed by continuing conflict in the Middle East. And,

the successes of the Ninety-Fifth Congress will soon be eclipsed by the contro-
versies of the Ninety-Sixth Congress."

We are about to see all of these things happen again and I strongly urge
your consideration of what I then suggested in that memorandum.

I did state that I thought there would be support among the states even if
you cut the states' share of revenue sharing, LEAA and the CETA programs,

provided that you adopted as a part of the same package a position that you.
were going to look at: ..

e e o T T
/’ :04'( ;7/7: which levels of government are best suited and equipped to >
Y d% 4 carry out which ,functions;
«F oy el
IWV”! ”Q/ﬂ7. - possible cagsolidations of catégorical ;;bggams aimed atff"

7% ol
C'% ) [7 / ¢ l/ 70/ : A~ /' mandates. s
A0 e

P

reducing admi&ist;ggiygmgvefhead costs (thué\cosbingmléés
4 .

ol / money) ; and.pexbins

the fiscal and economic impact imposed on state and local
governments in carrying out existing or proposed federal e

()
\

’////wf’I understand the political realities of what you are doing, but it seems
to me that you could achieve your fiscal ends in a manner that would be much more
palatable to the states if you could demonstrate that you aren't simultaneously
abandoning the principles underlying revenue sharing, that is giving the states
some selectivity and flexibility in the budget process.

In fact, if you made this distinction, I believe that you might be able to
gain the collective support of the governors as well as further enhance your

political and substantive position in fighting inflation and balancing the
budget.

You can still make this distinction now. With the statement of your inten-
tions to cut state revenue sharing, you could also couple an announcement of
your commitment to reevaluating the roles and relationships of the federal, state,
and local governments in carrying out federal mandates. This could be perhaps
something akin to the Local Government Study conducted during your administra-
tion as governor, and could take place over the next six to nine months.

In closing let me stress again the importance of not abandoning the principle
of revenue sharing. What I have suggested isn't that hard to do, is needed, and
makes an important philosophical distinction for you and for the governors. The
issue really is one of flexibility. And this is especially important for
governors to have, not only in carrying out budget cuts, but also in effectively

and efficiently managing the maze of existing categorical programs that the
Congress has created.

Electrostatic Copy Made
for Preservation Purposes
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:If_Ifeeﬁ!heip'ybd:bﬁ‘thie:matter or on anything else, please let me know.
I"have attached.fer'yoerﬁrefefence’a copy of my memorandum of January 5,

19794 .. Since the polltlcal cllmate seems to have repeated- 1tself I hope you
“'see’fit to read 1t again.
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Office of the Gofiernor

,  Atlanta, Georgia 30334

(Breorge Busbhes \ 1o Norman Q'inber&:uaﬁ

GOVERNCR : PR S , ‘ ‘ _ . EXECUTIVE SECRETARY
MEMORANDUM
- TO: Charles Kirbo and Attorney General Griffin Bell
FROM: ~  Governor Busbee
DATE: January 5, 1979

SUBJECT: Breakfast at Governor's Mansion on December 22, 1978

I enjoyed‘very much having the two,of‘you forbbfeakfést'and
I again apologize for not having any Red Rooster Pepper Sausage."
After épproximately two andvone haif'hours of conversatioh at
breaxfast,‘you askea me to'summarizé by way of an informal:
mencrandum the thoughts that I eﬁpressed to you. There has been
JSome.délay,on my part since I have been very busy trying to
.complete the budget and prepare for the Legislature. ‘However, I
have fiﬁally éttempted to put those thoughts'on paper. Updn“furthef
" reiflection, I have also expounded‘on a few of the items we discusséd.
| At our meeting I stated to you that I thought that we were‘in'
a very critical timé for the Nation as well as for the Pfesident;
Cleérly, the Presidént's‘image nationwide.has improved over.the_past
few months, réflecting hisvsuccesses with.the Civil Servicé Reform
Act, the Energy Packégé, Camp David with Begin_and Sadat, énd hié'

statement on inflation (together with some action on the part of



¥r. Xzhn); so he does have some very posifive momentum geiﬁg his:
way. I a]so think that the President has had a very good 1mage
asrfar as his human rights' program is concerned and that he is v1ewed
'by all Amerlcans as belng a very compassionate person.

ZJowever, the image that is going to be important is the one
that the President is going to have next October. Already the impaet
of his ihfiation statement and the actionsdof Mr. Kahn are beginning
o f2d2 from the minds of the people as inflation continues and
the valuebof the'dollar deClines. The 51gn1f1cant accompllshments
of the Camp Dav1d Summlt are belng overshadowed by continuing |
conflict in the Middle East. And, the successes of the Ninety—Fifth

Conzrsss will soon be eclivsed by the controversies of the Niney-Sixth

Along a'éimiler line, I think it is imperative for the

Dresicdent to realize that the priorities of the American. people

ars changing and have changed since his last election. As I stated
to you, I think‘this was best demonstrated in my conversation with
Lt. CGovernor Tomﬁy O'Neill of Massachusetts eeveral weeks ago.
‘Tommy asked me if I had_met his Governor-elect, and I told hiﬁ that
I nad at the‘Governorsf Seminar at Lake Lanier severel weeks ago.
" I than expressed surprise about Governor Dukakis suffering such a

licxing, in as much as I was with him two weeks before the eleetion
in 2oston. Tommy sfated thatvhe was not surprised in the.leaSt‘
asouz the election. He was quite pointed in sfdting £hat Governor-

‘elact Kinglis much more in tune with the people than many of the
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other Hassachusetts' noiiricians.‘ He feels that the priorities.

oI the American people have changed rapidly in recent months axa that

this is going to be increasingly refiected in fhe next election.
“hile I am not panicking over Proposition 13 and its political

significance, I‘totally agree with Tommy that there is a new aWare—u

ness and a growing concern on the part of the American people. That

§

awareness and concern has resulted in establishment of a new priority

2}

hat the voters will use to measure politicians.. The nevariority'
nas takenrthe:form'of an out—right demand'bY'the people rnat we
cﬁrb both growth and spending. In short, I believe that President
Certer has aporoximately twelve monfhs to produce sufficient results
in sloring down government spending, in balancing the budget, and in
'eons:raining government growth in order to ga1n enough of the
confidence of the American people to run successfully for reelection.»
During the middle of December, I was.in‘Washington at a point
when I was in the process of finalizing my buoget atlrhe same time
oMB +was finalizing its budget.‘-I had been briefed by various sﬁate
depa rtments in Georgia on oroposed cutbacks that OMB intended to
recommend to the PreSident. I had letters with me from my various
szartment heads as well as from various pressure groups. asking
'tha: I seek the President's support in overridrng various OMB
"zrooposed cuthacks.‘ I did not contact the PreSident on behalf of
=¥ agency heads and Georgla 1nterest groups, however. The reason

was- a versonal realization that I was pursulng the selfish interests

~of Ceorgia, rather than offering a responsible approach that would
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I realized that the OMB had a goal of bringing the budget

[N
J

n under $30 billion this year. I understood, unofficially,*th:t-

)

t one point during the budget process OMB had’pairedbthe deficit
down to $28 1/2 bhillion, but.that pressure'from variousvinterest
grouos (in areas such as CETA, Title I of ESEA, Community Block
Grants, eté.) necessitated an add-back to approximately a $29 1/2
billion'deficitQ I also understood that the Administration hopes

to have nq‘more than a $10 billion deficit next year. Thisswquld>
include'a commi£ment that ﬁhere be leSSvfhll—fime Federalveﬁployees
at the endmbf thié Adminiétration fﬁan’at thé‘tiﬁe the Adminiétratioh
began. Since.I share in the President's desire.to‘reach these goals,

I felt that it was incumbent on me to set aside Georgia's selfish

P

nterests and to channel my energies in a way which would compliment
these broader objectives.
WWhatever President Carter's orogram-is, it is going to

necessitate strong supoort both within and without his Administration.

3!

irst and foremost, I think this necessitates a strong cémmitment on
the part of the President himself to withstand pressure.groupé.
Cnharlie, you were‘in attendance at the dinner we had for Dean Rusk
.when he asked vou to take a message to the President in which hei
stated that the President cannot be all things to all people and
succeed. I don't think Dean Rusk's words can»bé better expressed,
and, unless the Pfesident heéds that adviée, I think he ié-going‘to-

have serious difficulty in this next election.
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Secondly, if other elected officials, especially the Governérs,
- can be convihced that the President will not succumb to partiéAn or
parochial interests, I beliéve they will begin'to take éupportive
actions toward achievement of the President's goals. It is the
fear that the President is only paving lip service to a balanced
pucget and that they will somehow lose out to others who continue to
lobby, that prevents these elected offiéials from offering the
President their.ﬁotal,support.

Finally, I would like to come to the real purposé‘of our
- meeting. I would like to suggest a CoﬁfSe of action which T think
would drasticaily reduce Federal s»nending and the_nﬁmber of federal»l
employees,_imprdvé the quality of many of the Federal programs that
_are administered at the State levwel, and demonstrate‘to elected
officials, pressure groups, and the publié that the President is
sincere in his efforts to balance the budget. |

"As you know, a vast majority,of Federal programs. are administeréd
“at the State level and, in most instances, with StatéAparticipation.
I have included a list of Federal programs that reqﬁire a Stéte hatch
by various'départments in Georgia State government. Even though
procrams that‘réquire State matchiné funds are.admihistered at the
State level by.State emplbyees; there are still manvaederal employees
inﬁolved, since there is Federal money that is being administered,
e.g. Health, Welfare, and Education. Yod.ﬁight just thumb through
some ofvthesé Federal/State programs that require matching funds
'from’ﬁhe Staﬁes and see that we really get nominél'amoﬁnts in many
irstances and that mbst programs are fully administered.by thé‘States

v 3

w1t little or no Federal vurpose involved.



What I am suggestlng is that the Pre51dent s policy should h°
for the Federal governnent to either Fully get in'or get out of many
of_the ax1st1ng national programs. If_there is truly a Federal
pursose involved (i.e; which cannot bedadequately or effectively
addresaed by the States) then the.Federal>government should remain
involved. But if there is nd Fedetal role and the financial conditions
0Z =he States do not demand assistance from:a more powerful Federal
~governnent, then I-think the Federal government should get out of
such programs. | o

This is consistent with the President's actions at’the presentv
tinme. Tne President is attemptingrto consolidate many ofvthe programs
at ths national léVel, e.g. economic development. At thé same time,
this effort of consolidating prograhs must also be made at the State
levai. There is no need for both governménts to be involved in every
program and matching funds should not dictate a COntinuancé‘of involve-
mant Dby either the State'or the Federal go&ernment. It is absolutely
esszntial to keep in mind that the process of identifying the prbper
Fade:al/State.roles in national programs wonld.entail.some serious
rading,vbut the idea is to réducé the number of Federal‘employees,-of
State moloyeea; and also the total amount of Federal funds 1nvolved
| With this background I would llke to -offer the follow1ng
pro;bsal.v My proposal is that the Pre51dent should charge OMB to
_ciaésify those Federal procrams or jOlnt Drograms that are admlnlsteted

by the States under the following categories:
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Catecoxyv I: Programs that are notvneeded and which

| should be totally ‘eliminated.

_Category IT: Programsifor 100% State aesumption;:

Category IITX: Programs for iOO% Federal assumptien.

Categery‘IV: Programs which should be continued but which
-should be consolidated and‘the funding level
examined. | |

If such an effort is to be euccessfui 'OMB should not wotkain

‘a vacuum, but should have the input oF the State budget offlcers and

selected Governors who would be willing to help the Admlnlstratlon.

While any such effort would‘certainly prompt debate and would_hever

be resolved in a unanimous manner, I do‘think there.could be'etrong

support and ample assistance from the Governors in the States, partic-

ularly if they can be convinced that he will accomplish his geale

with or without their'help. While I would not be so presumptuous7as

to try and outline any final categories, vaould like to demonstrate

how my proposal would work. I would not say that these examples are

hypothetical, but they are some ofi-the-cuff classifications on my

part, and after dlscu351ng them with you, I think they might be a

l-l
t

starting point for some other peoo1e to make further suggestlons.
IVU“der the four categorles prev1ously mentioned, I have broken
"doga (zqere I had the figures) the amount of the Federal/State ratlo
match, the amount of the Federal funds coming to Georgla, and the
total Federal funds that are involved hationwide.: You may_find'some

minor inconsistencies in the figures because FY 78 figures were used "



;nua:yds, 1979 X
‘whezn Y 79 figures were not available. In other cases, the Federal/
tzz vr2tio of a program was difficult to determine because different
matchses zre reguired for different parts of the same program.
'I. ©IZDZRAL PROGRAMS NOT NEEDED:
: - Total
Fed/State ‘ Fed Funds =  Federal

- Ratio _ ~ For Ga. ~ Funds*
k. Federai Revenue‘ T | | .
Sharing 100/0 State: $50,710,177 - $2,283,333,332
‘ Local:$101, 420 357 $4,566, 666 668
Cemmant: I would Dropose tha_ Federal Revenue Sharlng to the States
bs cut cut completely.' This could result in a savings of approx1mately_
$2.3 Sillion.  When he was campa igning the Pre51dent 1nd1cated to- the
Govarners in Hershey, Pennsylvanialthat he was not a believe in Revenue
hari:g_for the States. The cities, towns and local governments are,
‘howsrsr, much more dependent on these funds.andipolitically and
ecconcnically you could Justify a continuetien of Revenue Sharing‘for
locai governments. A slight increase for local governments teken_from
the ﬁele;ed.state share might galn critical support. I believe:this
uouli also helo justify meking some cuts in other programs that would
effect local governments, such as in CETA or LEAA. .

Of course, the majority of Governors are presently oppesed to
tne_eiimination of the statebshare'of revenue sharing. However, if
bresented Derly, you could work a trade with the Governors for
othar r=z=forms whlch would nge them 1ncreased latltude such as the
ccnsslidation of economic orocrams with a stronger state role. Even.e
1% wou had to divert some of the $2.3 billiQn in state revenue sharing.

w2x2 increased a551stence to local governments or a stronger -



ecoromic devzlopment role for Governors, you should be able to"
avolv at least $l_billion to the deficit.‘ ‘ B

B. CETA | 100/0 © $274,578,135  $10,800,000,000
'Com:ent:v_CBTA is generally used for "add on" programs whioh otherwise_
could not be justified and do not oroﬁide a long-term solution to the
unemd oynent oroolem (as vocatloral education programs do) The State
govarnments are not large pushers of CETA and the publlc is absolutely
oprosed to the waste in this progcram. Though there has been wide
usace OfYCLLr emoloyees by cities and mun1c1palltles and local govern~
-ments, I thinx they would much rather have a-sllghtly 1ncreased amount
of Revenue SLaringl(in which they WOuld have greater latitude ln ‘expen-

diture) than the CETA procram. In connection with the CETA program, I

havo enclosed an artlcle from the Atlanta Journal whlch was wrltten

the day before my meeting with you concerning the Mayors and Governors

 and their views over the proposed budget cuts. I think the difference

in attitudes iS'noteworthy, and this is exempllfled by the remarks of
Mayor Kenneth Gibson of Newark. I am suggesting that the CETA program
be assessed on tﬁo fronts. First,‘OMB shoula work closely with State/
local budget ofificers, Governors, and others to give considerationrto
~expzanding vocational training orograms (other thah CETA) . Secondly,
methods sh uld be e¥plored to subsidize local governments in a way

more acceptable to the American public.

C. Emercency School - ,
Aid Act (ESAA) 100/0 $6,335,000 $341,350,000
Comnent: pesegregation of'the.elementary and secondary programs is

~virtually complete. 1In many instances, these funds remain in an



‘arez For political reasons long after the original objectives have.

D. LEAA 90/10 $11,000,000  $650,000,000
Commant: I think Judée Bell is in a muchvbetﬁer position than I to.
‘sp;ak of the wastevin this program. I don't know bf any'other area
wherzs more money has been spént léss effectively.

"y

. Teacher Corps and ,
Teacher Centers 100/0 $217,000 $134,472,000

Com=2nt: This is a duplication of staff development activities at

o+

he State level. This was an AFT-NEA vehicle designed to allow

ct
[\

sacher unions to have a opportunity to improve teacher training and
curriculum totally independent of the State Board of Education. Only

one csanter is funded in Georgia.

ITI. 2ROGRAMS FOR 100% STATE ASSUMPTION‘:

4. Vocation Education - 50/50 '$15,480,000 $674)453;000
Commant: The_biggestiproblems with this program are the great
vnumberIOE "set asides," detailed reculations, voluminbus plans and
re;c:tiﬁg requireménts. | | |

3. Special Education  10/90 $22,000,000 $976,637,000
| (P.L. 94-142) | |

Co::snt:_‘This is a classié éxample of.the_ftail‘wagging the dog."

' The ultimafé Federal participation is only 40% but it is doubtfﬁl the
ra;pfcpfiations.will ever reaéh thié level once the Statés havev'
"f:c:t-ehdedﬁ this program to meet the Ci;il Rights requirement.
_Sﬁates will have to provide special education serviceé to all

~handicapped students in order to comply with Section 504.of the
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C. Title I of the Elementaxy _
and Secondary Educaticn ' o . E
Act (ESEA) _ 1100/0 $87,700,000 $3,455,782,000
Ccmment: The "comparability" and "maintenance of effortsf provisions

have centributed to the disparities which exist for educationally

0
v
'y
¥
i

ived children in Title I and non-Title I.séhools} thereby hinder-
ing Georgia's efforts to improve the overall achievement level of
étudents. In fact, this has hindesred Georgia's implementation:of a
Stat=-wide Xindergarten program. This is a 1itt1ebtechnical; but

anvona in education would agree that this sort of program creates -

to n2lp underoriviledged childran in non-Title I schools.
D.  All Small Categorical‘Grants
Cormeants: Many of these grants are very narrowly focused and may

actuzlly force States to duplicate or take an "add-on" rather than

cost almost as much for the State to administer as the project itself
costs. The numerous categorical grants in education would be a good :
placs to start.

. Office of . -
Highway Safety . 100/0 $3,500,000 ,.$13l’000’000

Coxmz=nt: There is absolutely no Federal purpose involved. The State
©I Z=zcrgia now has to match expenses of about'$99;000 and then have
the rederal govérnment administer its school bus safety program and

~0th=r prcgrams from the Highway Safety Office. These are really

}_l
()
({8}
|
(!

inate State problems and the amount of mdney’does not justify

intervention by the Federal government.



F. Duplicative Enforcement Personnel and Inspectsfs
Coﬁ:snt: An éxample of this woulcé be Fish and Wildlife Rangetst 4You
sss ma2n now wearing the same color of uniform; one being State and one
ceing Federal, and all being called Game Wardens. One will’be in_one
d regulating individuals hunting migratory birds, and another in.
ths nesxt field or *ﬂe sanme field but concerned with non-migratory
birds. There is a Federal purpose invol&ed,_but we could swap or
contract services. %1chér eXample would be radiation'mbnitoring‘
wnich is accomplished by both the Department of Energy and our
Environmantal Dro tection Division in Georgia. This typevof duplication
couzld bea easily elinminated.

G. Federal Facilities Within States
Ccmment: There are numerous Federal facilities within States which
could be operated much more_cheaply‘on behalf of the Federal govern--
ment by the States. The President would be familar with the situation
that exists in the coastzl area of Geotgia. ‘We have federallff
manzaged Blackbeérd Island, where the President went fishing, WOlf
znd, where we have a national wildlife:refuge,.intefspersed.with
Stats—owned.islands such as Sapelo and Ossabaw. The research
activities and services piovided are virtually the same'sn all; ‘If'
there is a Fecderal opurpose being servsd by such facilities, then the
State would be‘in a much'better'positioﬂ to opérate them on a con-
ct basis for about a third less ‘than that being spent by the
ecarzl government. I know the budgets involved on these islands,
anc this 1s just one of thousands of exaﬁples_of small Federal
fzcilities, 2ll of which are 10cated'withinistatés ana many of thch

212 e onerats? much nore cheaply by the States.

Pey v - - < -
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E. General Aviation Airports .80/20"$940’112
Cc::ent:- Federal government would still do the large prOJeete suen
25 = tsfleld but would not be 1nvolved in snall repalr projects or
“routzine malntenance at rural alrports ‘all over the United States.
Tnis is one of the most'wasteful programs in the Department of

rensportation.

IZI. PROGRAMS FOR 100% FEDERAL ASSUMPTION

-A, Student Assietance 100/0 o $42t600 000 $3 922 650 000
Comment: Ba51cally addresses equal acce551b111ty issues, a nat10na1
'concern, particularly if students are to have mobrlity from one State.
to znother. |

"+ B. Transportation of
Nuclear Materials

Ctmzent: It makes absoiutely noASensevfor each State to ha&e different

_:e zlations and enforcement mechanlsms for the transportatlon of

n;ciear materlals. Federal assumptlon of this respon51b111ty wouldr
1~"‘?“ate dupllcatlon between the States and the relevant Federal

ec=ncies, as well as establish a consistent program-of protectlon

zo- the publié. |

" C. Noise Pollution Programs

' Com:ent: Tne States are not equipped te handle noise poilution

'azatement programs. If thie'is to be avFederal mandate, it should

'be'federally implemented. '

MIYTGRT OF CATEGORIES II AND III

This is a combination of Categories II and III, programs which.

wcu2lsd require some swapping between State and Federal governments -
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with the Federal govafnment taking over some of the-programs aﬁérthe
State governmént taking over some of the programs. Tﬁis could best

'be demonstrated by some of the Human Resource programs that are
administered by HEW. Without elaborating, I.will list twenty of these.

- FY 1979

, Fed/State " Required.

Agencyv: Human Resources ~~ Ratio State Funds
Grants: :
1. Title III Aginc (Administration . 75/25 $ 315,629
2. Title III Aging (Social Services . 90/10 , -0-%*
3. Title IVA Maintenance Assistance and : ’ o

- Eligibility Determination (Medicaid)

Matching Ratio will change to :

; .6676/.3324 eifective 10-1-79) .6582/.3418 ° 43,993,538
4. Title IVB Child Welfare Grants . -

, (Family Foster Care) N .5642/.4358 1,147,682
5. Title IVC WIN (Workx Incentive) 90/10 . 303,914
6. Title IVD Child Support Recovery _ 75/25 . 378,076
7. Title VII Nutrition for Elderly - 90/10 - -0-*
8. Title X Family Planning 90/10 387,754

9. Title XX Social Services (When used : '
for Family Planning these funds are .
~90/10) : 75/25 . 20,103,492
10. Title XX Training _ 75/25 731,941
11. Public Health Service 3144 : " Formula Grant . =0-
12. Maternal and Child Health SR o
~ Fund A S 50/50 2,740,068
. Fund B o 100/0 S -0-
13. Physical Health Serv1co—Cr1leed Children '
: Fund A , .- 50/50 , 1,079,900
Fund B | 100/0 L -0-
14. Vocational ReHa01lltaulon : e
~~ Section 110 - 80/20 5,437,444
15. Vocational Rehabilitation- ' » ' L
: Disability Adjudication ~100/0 , -0-
~ 16. Vocational Rehebilitation Trust = - S
. Fund : ' "100/0 - -0-
17. Vocational Rehabilitation SSI - 100/0 =0~
18. USDA Food Stamp-Administration 50/50 8 966,395
19. USDA Food Supplement (WIC) 100/0 ,—0—

20. State Health Planning & :
: Development | ' 75/25 _ 198,866
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iv. 'COZ\ISOLIDAT‘ION OF FEDEP@;L PRdG‘RA.-‘-IS
Thare zare really three step? involved in a consolidation:

A, Conoolidate the prograﬁs fiscally and physically

2. bReduce the number of programs.

C. Decentralize decision—ﬁa?ing_.

A move'should be méde away from limiting categorical grants
towa:d 2 broader Block Grant effort with more aiscretion. A good
exaﬁple of this would be in the program of_family planning, with which
tha 2President is very faﬁila:. Under.family planning we currently
'aré fu:ded'under‘two federal acts aﬁd four titles (Title V and X of the
Public Zealth Services Aot, ang Titleé XIX and XX of the.Social’
Sec:rityv AcCt). Dr. Alley, who 1is thé head of Physical Heaith.for
Gecrgia in the Department of Human Resourceé, feels that wevcouldo
incrzasas services in family pianning.oy_one—third if these programs
wefe co:solidated and we had more latitude. Conversely, Qe‘ooﬁld
‘cut the Cost:of the programs by one-third and result in a Fedefal

27
(=
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tate savings and still have the same level of operation. A
- similar savings would result fron the consolidation of the various
environmental categorical grants.

I suppose the most impressive area of consolidation would be one

n which the President has alrezady expressed an interest, and that is

in comnunity development programs. - I have broken down some of these



ECONOMIC AND COMMUNITY DEVELODPMENT FEDERAL PROGRAM CONSOLIDATIONH

l'rl

'EDERAL APPROPRIATIOY FOR FY 1979 SHOWN IN MILLIONS (000,000)

EDA  ritle T public Works . 228.0

‘Title IIX Governor's Discretion = 90.8

Title V - Regional Commissions- 33.0

Title IX Special Impact - 88.5

EUD UDAG Urban Development ' - 400.0
CDBG Entitlement o 2,733.8

CDBG ~ Small Cities . . 814.7

Fm HA Industrial Development : . 10.0
S ‘ Water and Waste Disposal . . 265.0
TOTAT, PROJECT GRANTS - 4,663.8

Planning Grants

EDA ‘ 301 Technical Assistance : B 5.0
~° 301 Multi-County Planning - - - 16.65
302 Comprehensive Planning -~ 15.0
302 Sub-State Planning - = ' .5
. HUD - 701 Planning and Management Assistance 53.0
’ 107 CD3G Planning o - 5.0
Fm HA - 111 Rurel Development . . . = 5.0
Title A\ - Recgional Commissions : 5.0
TOTAL PLANNING GRANTS . 105.15

]
0
I\

]
'}

"EDA : - Title II . Business Development : - 182.5
' Title IV Trade Adjustment ' ~ . 225.0
Fm HA Business and Industrial Loans 1,100
Wlater and Waste Disposal o o 800
- Community Facilities | ' 250

TOTAL LOANS | | 2,557.5
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ve the Governors are eager to work with thé President in help-
.iné nim to balaﬁce the budget; reducebFederal spending,rand tO'cufbf
infiation to an e?en greaier degree than they did on his enefgy
package. I think this is indicated in_the article I referred to‘

‘from the Atlanta Journal which shows the contrast betwéén the

opssrvations of Maydrs'and vaernors concerhing the budget cuts.

The key to gubérnatorial support is in how the President résponas
- to the Governors' initiatives described by the‘Joupnal_artiCle; I
belieﬁe my suggésted course of action would demonstréte to the‘GovérnOrs
that the President is serious and would force them to cooperéte'in-
identifying areas which could be consolidated, eliminated, or assumed
at the State level.

I hate to keep mentioning other personalities such as Tommy

0'Meill and Dean Rusk, but there is one other'person'I would like to

PU-

oint'out concerning the change of public attitudes. “While I was in
'Bbstdnrat the_vaernors' Conierence, I sat with'Jérry Brown during
one of our meetings and kidded him on his success in championing
?ropdsition'l3. Wé then discussed the change of the times and Jerfy's_
belief that his'reversal of positions was a political necessity. The
times changed the‘next weex in the Governor's race in»Massachusetts,
and.so did the Governor;

'Presideht Carter,.at this point in time, facesAthe American public
with é record of no scandals. no dezep scars, and with almoét totél‘.
acmiration of all Americans as a verson of integrity'and compassion.

m)

The President now faces what I call the "Federal Powers" which is a
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trianglé composéd of the comnmitte= staffs in Congress;'mid—levelu
bureaucraté in the Federal gove:ﬁnent, and public interest éféups.w
These interest groups include-educational'groups, mental'health'
grouns, public assistance grouos, and also include Mayors, together-
with States whose positions I think will be SOﬁewhat tempered by the
Governors. The only way to céﬁbat this triangle is with people power,
which the Presidént has had experisnce with before.

I know we discussed the differences iﬁ Democratic party approaches
to priﬁaries as a general election. In the past, I believe yoﬁr
analysis would be correct. Howéverr people powér and theIPUblic
attitudes towarévspending and less government have noerOts in party‘ 
affiliation. In my judgement, the gandidate, republican or democrat,
"who captures these themes in his or her campaign will be the victor
whether the race is a primary or a general election. |

Recent editorials; by papefs who not too long ago weré-critizing
- McIntyre, have now come zround 189 degrees and are praising Jim’'s
efforts to cut Spending. I think these articles are now accurately
reflecting the mood of the p=zopnle. |

Fcr example, both of you ars familar with éusterity cuts that I .
“have just made in State'gOVernment‘and with the fact that I have feduced
the number of State émployees;, This waSkhighly publicized in my
campaign and I think that I was able to éapitalize on this as I watched
‘the polls climb in my favor uo to the ele;tion. This popu1ar support
is the key factor that will allow me to be successful with the |

Legislature and also vrevail ovsr the various interest groups.
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I have no doubt that the President‘has‘the capacity to curb
inflatioﬁ) balance thé Federal budget, and $ave the-Americanvagiiar;x
But to get him identified as the iny man capable of éccomplishing
these goals will require»a.tétél commitmentvén the part of the
Administration as well as some cOnérete accohplishmenté prior to
thé Presidential election. |

What I don't tHink that ﬁost poéple realize is that to do this
job, the President will have to. fight the special inﬁérests of the
Administrationb(his own égency héads), the Congress,”énd Viftually_.
every_interest group including affected governﬁenﬁs. He will not
be{ablé,to do it unless OMB is givén:complete presidential backing.

. There must alsonbe a strong cqmmitment by all those around the
President in the White House-to:stand up to the'preésuré-groups
themsel&es.. I-believe he and McIntYre stand‘virtuallybaloneiduring
the budgét appeals proéess trying to defend the proposed cuts without'
the support Qflthe peovle thét surround the President. It‘willirequire‘ 
absolute dediéatién on the part of those withiﬁ the'Whife House and
the rest of the Administration if the President is td'bé successfullb
in eveﬁ.reducing the Federal deficit down to $lO billion,next year.

Given that support, I have no doubt bﬁtithat the President can
suééeed. But standing on.the political stuﬁp and saying thét I have
reducedvthe:Federal deficit fromv$40 biilion’to'slb billion is not
going to be rearly as effective as it woﬁid be if}he Could submit a’

balanced budcet at this time next year and say to the American people,.
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“January 5, 1979 - o
"I have halanced the Federai budget,‘and cut down on the number of
permanent employees in the Federal éovernment, and I have taﬁéa“fhé‘
tiger of inflation.” |
- The importance of reducing thevnu:ber of employees in government
shonld also not be underestimated. There is no better way for the
President to demonstrate that he is constraining the growth ofl
'government.' I have personally fcund this approach particularly___
effective in the State.of_Georgia.
"I think that we are indeed fo:tunate-that the President is
:famllar with all of the Federal procrams that are admlnlstered at
the State level,. and I think the Governors are the key people to help
him in this effort. I will be glzd to assist in bringing the ‘'other
Governore into the fold iniany way that is pessible,or practical.
If the epportunity presents itself, I would like very mneh,
to discuss this matter'with the President and with Jim McIntyre;
Again I abolocize ?or the del:zy in trying to make a memorandum

 of our conversatlon, and the fact that I could not better organlze

it in this hectlc time as I prevare for the Leglslature next week.
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Fepom Wire Reports '-.

WASHINGTON — The mayors and the govcrnors
visited the White House Wednesday, delivering to
President: Carter sharply divided messages on what
kinds of cuts in thc fiscal 1980 budget they could lolcr-

q ale.

A dclegation from the National Confcrcnce of
Democratic Mayors, according lo several of its mem-
bers, told.the president that the kind of deep culs in
sacial welfare programs he is contemplaling could
causc a "dnsmtcgr..hon" of urban pelicy lcading to
“disastrous” consequences for the nallons big citics
and possibly the Democratic Party.

The mayors were followed by a few minules by a
delegation from the Mational Governors' Association

‘with a different message. The governors, according to,

NGA Chairman Julian M. Carroll of Kentucky, told
Carter they would accept the budget cuts, but only if

~ the {ederal government consolidates many of its aid

progranw, giving the states mare control, 'and delays

f"‘.‘-_-_—.?i-.'.\_— .

|mp1emcnt|ng certain other coslly programs

. The division between state houses and city halls
was cvidenced by the remark of Mayor Kevin White of
Boston, chairman of the Democratic mayors’ group,

- who called the governors’ proposal “just another way
_ to get control of the funds at that (state) level.
© “I'd fight that almost as much as Id fight the

cuts” in funds, White said.
Mayor Maynard Jackson of Atlanla smd urban

" America has been on an cconomic roller coaster and if

the culs are made “some pcoplc are poing to begin to
get off the roller coaster.” i

Neither group received much of an answer from
the prcsndcnt White said Carter “listened” to the
mayors' appeal, and Carroll said Carter asked the
governors for specific examples of programs that
could be consolndatcd or dclaycd but made no commxt-
ments.

“The White Ilousc vmts were part of the fm'\l
scramble by various interest groups as the president

\.

makt‘s his dccmons on thc 1980 budget, which he has:
promised will be “very hght" and which is expected to
include substantial cuts in domestic programs. The
coming congressional battle over the budget is alrcady
showing signs of stra:mng traditional Democrtic al-
liances.

Mayor Lee Alcxandcr of Syracuse, N.Y,, said the
mayors will meet in Washington.Jan. 23 and 24 and de-

cide then whether to wage an all-out fight against pro-

posed administration budget cuts in the Congress.

The White House is alrcady gearing up for that

expected fight. It plans to recruit up to six lobbyists
from other government agencies to ‘do nothing next
year cxcept monitor the congressional budget process
and defend the president's proposals.

The mayors indicated Wednesday that they will
not give in to Carter’s budget austerity plans without a
battle. Mayor Kenneth Gibson of Newark said he told
the president he has had to lay off 440 city employees,

including 200 police officers.

‘grams.

Mayors, @@W@rrmm [D}m@i@d Ove ﬁ“- Bu@g@& @u&g

“When we can stand up and make statemenls in<
support of shaky shahs, recognize Red China and two
days later have an exclusive Coca-Cola franchise there, }
and I can't get a commitiment on 200 cops in Newark, !
then I have a concern about the pnontlcs in the Whllc/
House,” he said.

White, who said up to $15 billion in urban aid.
funds arc at siake in Carter's budget decisisns, warned
that the big citics constituencies “are cssential building
blocks for the Democratic Party” and could be alie-
naled if the administration slashes social wellare pro- .

For their part, the governots essentially offersl

. the White Iouse a tradcoff: support for budget
terity in return for -the consolidation and greater -.::

trol over federal prograrms they have been seeking

Carroll said the governors' support is “absclr: -
contingent on consolidation and other steps that v un
reduce adminstrative ¢osts Lo the-slates
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':" "-Tha New York Times il
AR wAsmNGTON When'

~President Carler "rcstorcd'
4 $2 billion for domestic social
. #and cconomic programs to his
'planncd 1980 budget last
) “.Friday, be appeared to be

‘overrulmg his Office of Man-

~agement and Budget. In fact,
“he was doing just what the
.o prepared seript called for, ac-
cordmg to budgct officials.

*> The work sheels hudget

dnrcclor “James . T. McIntyre ,.,‘,1979 shapes up as follows:™

rde. brought to Friday’s budget !
v m(v{lnp with  Carler left
room for the prcsmcnl to pla-

RS ".. '.‘-:',a
\catc some lmportnnt Dtmo-
cratic ‘party constituencies—=

. big city mayors, black lead-

ers, and antipoverty spokes-
.men—with an extra $2 billion
and still keep the prospective

.~budget dcficit at-about $29

: bxlh’on, the target level.

~major budgel writing session
“.on the president’s agenda. As
_lhlngs stand now, the plan

- (,arlcr will send to Congress

von Jan. 22 for fiscal )C:Il’
.1980, - which starls Oct. :1,.
e sxpenditures $533 -billion,
wrevenues $504 billion, d« hut
329 lnlhon :

Of. W@M ar

, The meeting was.the last’

l\)

Thcse hgurcs “arc not sct f

‘in concrete,” one budget offi-

»cial s3id, but any changes be- |
fore Jan. 22 are hkcly to be,

»small. =

The budgct has becn pre-
_‘pared on the assumption that
-the -American  economy's
growth will slow in 1979 to
. 2.5 percent from an estimated
"3.75 percent in 1978, Con-
sumer prices are expected to
be 7.4 percent higher in the

autumn_of 1979 than in the

- -fourth quarter of 1978,

; ,', ,,. That.. forccast “points 16 a

=revenue loss of $2 billion (o
783 billien for Carler's pro-
poscd l‘C“ll wage insurance,”

. ready bas
Carter is prepared to accept

e e ey
" )

accordmg to an admlmstra
tion official, and the budget

will show a cost of $2.5 bil- ~

lion. Officials admit that -it

- scems unlikely that Congress

will cnact this program of lax
credits for workers whose
1979 pay rises are no more
than 7 percent, bul consist-
ency and politics require
Carter's budget to assumc
cnactment.

Carter's Council of Fco-

‘nomic Advisers was rcliably

reported Lo have forecast that

~unemployment would average
-below 6.5 percent In each of
the lour quarters of 1979. The

November rate was 5.8 per-

“cent.

The Uncmploymcnt rate is
considered the key to Carter's
ability to withstand pressures
to exceed his budget for the
sake of more spending and
jobs. The White House al-
signaled  that

e P@N @f A gﬁmpﬁ

‘some addmonal uncmploy-

ment in 1979 for the sake of

“fighting inflation — although
« in-the past he has said that
. creating uncmployment was

not an effective way to com-
bat inflation. The general

" view is that a 7 percent job-
.less rate would be difficult

for Carter to accept.
However, with the - presi-
denl’s economists hopeful that
the cconomy will snap back
to a faster growth rate as the

1980 clection approaches, a

1979 jobless rate in the vi-
cinily of 6.5 percenl might

-Just be politically tolerahle.

When the White House an-
nounced Friday that Carter
had “restored™ $2 billion o
social programs in the 1980
budget, the obvious question
was whelher there were §2
billion of culs clsewhere. Offi-
cials in a position to know in-
sisted Tutsda) that Carter
had room to “restore” the §2
billion-
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I WOULD LIKE TO LEAVE YOU THIS MeRNiHE WITH A THOUGHT FROM
OUR FIRST PRESIDENT, HIS WORDS ARE AS RELEVANT TODAY AS THEY VERE
AU’IOST 200 YEARS AGO: | |

~“IF TO PLEASE THE PEOPLE WE OFFER UHAT E OURSELVES
DISAPPROVE, HOW CAN WE AFTERWARDS DEFEHD OUR HORK?

“LET US RAISE A STANDARD TO WHICH THE WISE AND HOHEST 9 p§

o " | ' . ;{/‘
CAN NOV REPAIR. o J;? ) I

- ”
wo 7

&*l
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1, BEFORE 1 BEGIN MY SPEECH I HAVE AN ANNOUNCEMENT TO MAKE,
. AS YOU KNON VOLUNTARY WAGE ‘& PRICE GUIDELINES »
| SR HAVE BEEN IN PLACE FOR A YEAR -AND- A-HA F.
e THEY HAVE BEEN MORE EFFECTIVE THAN: IS GENERALLY RECOGNIZED.
F MOST MAJOR "W, S " CORPORATIONS HAVE PLEDGED THEIR COOPERATION HITH THE PROGRAM.;

'\)‘.

=

—_—

Y;ISEVERAL LARGE FIRMS THAT RECEIVED NOTICES z

e W” FROM THE 'COUNCIL ON WAGE & PRICE STABILIT%;
6. | HAVE TAKEN RESPONSIBLE ACTION TO REDUCE UCE PRICES 2

IN ORDER TO COMPLY_NITH THE PRICE STANDARD --

AMONG THEM SEARS, ROEBUCK & COMPANY, . . WARNER- LAME LAMBERT COMPANY, . JZ
| | ~ AND FABERGE, INC.

9, (OTHER COMPANIES HAVE CUT THEIR PRICES TO COME INTO‘COMPLIANCEJZ

10.[ EVEN BEFORE_RECEIVING NOTICES FROM THE COUNCIL ON WAGE & PRICE STABILITY --
11.\AMONG THEM ALUMINUM COMPANY OF AMERICA,...GRAYBAR ELECTRIC COMPANY, ..z

| SCOTT PAPER COMPANY.

e




ANNOUNCEMEN T FAGE 2

BUT T WAS DISAPPOINTED TODAY 7

|
. 170/ LEARN FROM BOB RUSSELL, DIRECTOR OF THE COUNCIL ON WAGE & PRICE STABILITY, ~
5, | THAT ONE MAJOR OIL COMPANY —- MOBIL --
j, | HAS REFUSED TO TAKE CORRECTIVE ACTION 7

TO BRING ITSELF BACK UNDER THE PRICE STANDARD,

: iMOBIL’S OVERCHARGES TO ITS CUSTOMERS

DURING THE 3rp QUARTER OF LAST YEAR UNDER THE PROGRAMiZ

e ————

AMOUNTED TO OVER $45 MILLION,

; jTHEY WERE ASKED TO TAKE CORRECTIVE ACTION TO CUT PRICES ON FUTURE SALES Z
0./ THAT WOULD HAVE BROUGHT THEM BACK INTO COMPLIANCE A HAVE

a eFiser

@K OO\IU)UI

1
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ANNOUNCEMENT 'PAéE 3

-

s

AT A TIME WHEN MOST BUSINESS FIRMS ARE ACTING RESPONSIBLYZ
10 OBSERVE THE PRICE STANDARDS OF THE ANTI-INFLATION PROGRAM

ZIT 1S DIFFICULT 10 UNDERSTAND MOBIL S POSITION z

\N‘

zTHE COUNCIL ON WAGE & PRICE STABILITY‘Z
CURRENTLY IS LOOKING INTO COI"IPLIANCE OF A=

BER=SF OTHER 0IL FIRMS.'

. {IT IS ONLY FAIR TO THE AMERICAN CONSUMER Z

. "\AND TO THOSE BUSINESSES WHO ARE ACTING RESPONSIBLY
FOR THE PUBLIC TO KNOW ABOUT COMPANIES .Z

'WHO REFUSE TO TAKE REASONABLE ACTIONS Z

10.1T0 COMPLY WITH THE VOLUNTARY STANDARDS.

¢ —



NATIONAL CONVERENCE OF STATE LEGISLATURES 3/28/80
( ffl o ﬁ“ﬁ.m

1. DICK HODES, SENATOR ROSS DOYEN LEGISLATIVE LEADERS FROM AROUND THE COUNTRY:
% /;/y £ g ,/e’

I COME BEFORE YOU TODAY AT A TIME OF GRE LLENGE --
NOT ONLY FOR OUR NATION BUT FOR ALL FREE NATIONS,

A
iABROAD AMONG OTHER CHALLENGES,

WE FACE CONTINUED TURMOIL IN IRAN & AGGRESSION IN‘AFGHANISTAN}

PSS

WHILE OUR RESOLVE IS FIRM,

WE MUST CONTINUE TO ACT CAREFULLY,

[N CONCERT WITH MANY OTHER NATIONS,

. T HOME, WE FACE THE GREAT CHALLENGE OF INFLATION,

10. FUELED BY EXCESSIVE DEPENDENCE ON EXPENSIVE IMPORTED OIL.
11. BUT HERE AT HOME WE ARE FREE TO ACT AS AMERICA CHOOSES --

12, AND WE MUST CHOOSE 10 ACT FOR AMERLCA NOW.

——

2
3
ly,
5.
6.
/.
8
9

lB.{WE MUST MAKE HARD CHOICES —-
14.AS INDIVIDUALS, AS GOVERNMENTS, AS A NATION.
15. OUR FUTURE SECURITY & WELL-BEING DEPEND UPON THE DISCIPLINE WE EXERT NOW.

-
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1. IN THE LAST 10 YEARS, A SERIES OF PROFOUND ECONOMIC SHOCKS gz
'“*‘“*‘“ HAVE BEEN FELT AROUND THE WORLD.

2. 0IL PRICES HAVE INCREASED 1,000 PERCENT. o

. OUR OWN_INPORTS OF OIL HAVE MULTIPLIED 20 TIMES OVER,

4, (IN THE PAST ONE YEAR, 2 |

5, zTHE COST OF OIL ROSE MORE THAN IN THE ENTIRE PREVIOUS CENTURY. /

wie ATy mane ™A s

AMERICANS,,PAHD $80 BILLION 45%,YEAR FOR FOREIGN OIL.

e re———

6
/. iTHAT IS AN AVERAGE OF $1,500 FOR EVERY AMERICAN FAMILY 7
8

———— e

THAT WE CBH€D NOT USE TO INCREASE AMERICAN PRODUCTION,
REDUCE AMERICAN PRICES,
AND PAY AMERICAN WORKERS. /
9, - AND ENERGY AFFECTS THE COST OF EVERYTHING WE BUY,
EVERYTHING WE PRODUCE,
EVERYTHING WE BUILD,

EVERYTHING WE TRANSPORT./;Q

—
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1. INFLATION IS NOT LIMITED TO THIS COUNTRY.

2. EVERY INDUSTRIAL NATION IS SUFFERING. as

3. THE WHOLESALE PRICE INDEX FOR THE LATEST MONTH IN JAPAN WERBE UP 27 PERCENT,
IN WEST GERMANY 20 PERCENT,
IN GREAT BRITAIN 18 PERCENT,
AND TN ITALY 46 PERCENT.

4, ¢ THIS KNOWLEDGE THAT OTHER NATIONS SHARE THE PROBLEMéZ

5. CDOES NOT MAKE IT ANY EASIER FOR US. /

6. gTHE ROBLEM OF INF TION IS WORLDWIDE,

7. CBUT WE\HAVE THE RESPNSIBILITY FOR\DEALING WITH IT HERE.
8, IT LIES'SQUARELY ON YOM & ME.
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1. OUR COUNTRY IS IN A BETTER POSITION THAN MOST TO DEAL WITH z

| TT_T——_TT THE CHALLENGE OF INFLATIONT
WE HAVE ONE_SIWIH OF ALL THE WORLD‘S ENERGY RESERVES.
OUR LAND PRODUCES BOUNTIFUL CROPS BEYOND THE DREAMS OF MOST NATIONS
WE ARE BLESSED WITH GREAT UNDERLYING STRENGTHS // _m_;a_

2
3
4
5, BUT IN THE PAST WE HAVE SOMETIMES FELTj
b
7
8
9

THAT THOSE STRENGTHS WOULD MAKE Us IMMUNE-7
TO PROBLEMS LIKE ENERGY SHORTAGES & INFLATION Z
THAT OFTEN BESET OTHER NATIONS | |

9. WE ARE FORTUNATE -- BUT WE- ARE NOT IMMUNE, /
10, iWE MUST FACE REALITY |
11.(AND REGAIN CONTROL OF OUR OWN DESTINY, /;f’

12. TWO WEEKS AGO I PUT FORWARD A TOUGH PROGRAM TO BATTLE INFLATION,

————— P,

13. 1 TOOK THE DIFFICULT STEP OF IMPOSING A CONSERVATION FEE ON IMPORTED OIL.
14.(1 USED MY AUTHORTTY—UNDER THE CREDIT CONTROL ACT OF 196952

15.)T0 PUT RESTRAINTS ON CREDIT

16\ THE FIRST TIME A PRESIDENT HAS EVER INVOKED THAT AUTHORITY.

17: il DID THAT BECAUSE WE AB: ABSOLUTELY MUST DISCOURAGE UNNECESSARY BORROWINGJZ

‘18 AND ENCOURAGE SAVING. /
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, -
{ﬁEXT MONDAY T WILL PRESENT TO THE CONGRESS A BALANCED BUDGET -- dw?ig;g;z%m

THE FIRST IN 12 YEARS, AND ONLY THE SECOND SHHEEFSEl, < 72€ <7 Ko

Vet g
{BUT MY RESPONSIBILITY DOES NOT END,THERE --

EE=E=%- ALL OF US MUST FIGHT TO MAKE SURE OUR BUDGETS STAY BALANCED.,
: iWE WHO SERVE IN GOVERNMENT MUST SET AN EXAMPLE FOR OTHERSéZ
BY PROVING THAT WE CAN ENFORCE SELF—DISCIPLINE.//

\IOTU'I.D\NI\)I—-'

8. 1 WANT TO ACKNOWLEDGE YOUR SUSTAINED & CONTINUING SUPPORT.

—————— ee——

9. 1 KNOW THAT YOU HAVE LONG BEEN A VOICE FOR FISCAL REASON IN YOUR STATES.

10. ( WE-MUS NL¥—EGN$INUE;Z

11, { THE_PARTHERSH

12. \WE-MUST~REDOUDY FFFORTSTO-STOP—INFLARON. ./

13, (WE KNOW FROM HARD EXPERIENCE > ”

14, |THAT THE CLOSER WE COME TO BALANCING GOVERNMENT BUDGETS,
15.\THE GREATER THE PRESSURES & TEMPTATIONS TO ABANDON THAT GOAL.

17, U-NEEB-YOUR-SUPPORTFROM-OUT—FHERE —
== ——

18.[WE MUST EgI BE MOVED

19.LAND TOGETHER WE WILL NOT BE MOVED.

ZO.iFOR "EFY” 1981 BEGINNING IN OCTOBER OF THIS YEAR,
21, WWE WlLP HAVE A BALANCED BUDGET FOR THE GOVERNMENT OF THE UNITED STATES!
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Feoerh —

, BUDGET REDUCTIONS MUST BE APPROVED WITHOUT DELAY,

AT THE SAME TIME, T INTEND TO CONSULT CLOSELY 2

WITH STATE & LOCAL GOVERNMENT LEADERS TO CONSIDER:
—2WHICH LEVELS OF GOVERNMENT 2

ARE BEST SUITED & EQUIPPED TO CARRY OUT PARTICULAR FUNCTIONS;....
-{POSSIBLE CONSOLIDATIONS OF CATEGORICAL PROGRAMS -

———

AIMED AT REDUCING ADMINISTRATIVE OVERHEAD COSTS (THUS COSTING LESS MONEY),
WHILE CONTINUING TO MEET OUR RESPONSIBILITIES 2

e

TO PROVIDE EQUITABLE SERVICE & PROTECTION TO CITIZENS UNDER THE LAW; .\ ..

--THE FISCAL & ECONOMIC IMPACT IMPOSED ON STATE & LOCAL GOVERNMENTS 2
IN CARRYING OUT EXISTING OR PROPOSED FEDERAL MANDATES

e
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1. (IN HAMMERING OUT A BALANCED FEDERAL BUDGET, I HAVE MADE 3 COMMITMENTS:
2. | TO ENSURE FAIRNESS,

T0 PROTECT THE MOST DISTRESSEDp Aprer)cAS

4, \NAND TO PRESERVE OUR NATION'S SECURITY. /

e

. {1 INTEND TO KEEP THOSE COMMITMENTS --
iggg MY COMMITMENT TO CONTROL INFLATION.

oy Ui

7. MOST OF YOU HAVE LIVED WITH BALANCED BUDGETSB

THROUGHOUT YOUR CAREERS IN PUBLIC LIFE.
I HAD THE SAME EXPERIENCE AS A STATE SENATOR AND GOVERNOR OE’§EQRGIA.

—— ——ee

9. ( MANY STATE CONSTITUTIONS PROHIBIT DEFICIT SPENDING,
10.) AsD YO XES & CUT NOTN\ONLY FRILLS,

11.fBUT ALSO DEQIRABLE PROJECYS THAT ARE N ESSENTIAL,
12,430 YOU COULD KEEP THE STATE RCDGER IN BADANCE. .

IV ARD E D
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i-OU KNOW HOW DIFFICULT THAT CAN BE WHEN SO MANY SINCERE & DEDICATED PEOPLE 2
ARE PUSHING WORTHWHILE IDEAS YOUR STATE CANNOT AFFORD,

YOU KNOW WHAT IT IS TO SAY "NO* -

AWHEN SAYING "YES" WOULD BE EASIER POLITICALLY

==—ANDYOL ‘
AWE CANNOT AFFORD TO PLAY POLITICS WITH OUR NATION S CURRENCY.
: [WE CANNOT BOTH POUND THE TABLE FOR RESTRAINT;

AND MAKE POLITICALLY EXPEDIENT PROMISES --
BECAUSE AMERICA CANNOT AFFORD IT

LOOON@W-EWNH

10, L/AM»GGUNIHW}4AFﬁTHE%B*HEtE/ﬁﬁEE}EHE—AMER%&NW44§MHJ§;;
BEGTEFE THAT\THEIR GOVERNMENTS CAN &-WHLL-PRACTICE-SELF<DTSCIPLHNE,
12. THE PEOPLE WANT US_I0,. Ze¢ SrHow &
13, THE¥-HNDERSIAND—IHAI/B¥~SA¥4NG«/NQ——$G‘EXLESS¢¥E~SPEND%NGfN6N
14, AW {

R e e

Efectrostatic Cupy Madse
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INFLATION HURTS EVERYONE --
HE HOUSEWIFE, THE WAGE-EARNER, THE STUDENT. /%Méé’c//zz)(e_f %’u}/éé,r

SMALL BUSINESSES & FARMERS ARE PARTICULARLY VULNERABLE
T0 THE WAGE-PRICE SPIRAL & THE HIGH CREDIT COSTS‘Z/
WMGWWWMW%

[LOWER-INCOME PEOPLE WILL BE HURT BY CUTS,

BUT THE PEOPLE WHO ARE SUFFERING MOST FROM INFLATION NOW Z
ARE THOSE WETH-THE-LOMESTINCOMES. 4/#o #<€e. Fog,

- INFLATION IS THE CRUELEST, MOST REGRESSIVE OF ALL TAXES.

I\

0.{H\I/TS/CUR—REN—'F~—RA¢E,J

LC)OO\IOWU'I.l:\NI\Dl—l

WWM&MNMW
AND THAT IS A TAX T AM DETERMINED TO CUT --
THIS YEAR -- IN 1980,

WITN A ScAcper, NOT A MEAT AXE

13.(WE ARE MAKING DISTINCTIONS,BETWEEN FUNCTIONS GOVERWFORM

TN ——

14.] -- AT BOTH THE FEDERAL & LOCAL LEVELS --
15.UAND PROGRAMS & SERVICES THAT MAY BE DESIRABLE‘Z |
BUT CAN BE REDUCED OR POSTPONED .

Electrostatic Copy Mage
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1. WE ARE NOT ABANDONING OUR U@AN_PO\LIEY_ -- LOCAL REVENUE SHARING,

| | URBAN DEVELOPMENT ACTION GRANTS,
MASS TRANSIT,
SUMMER JOB PROGRAMS.

2, 'WE ARE NOT ABANDONING THE HELPLESS.

WE ARE MAKING ADEQUATE BUT PRUDENT, INTELLIGENT, CAREFUL z

T ~ REDUCTIONS & DEFERRALS, 7
TIGHTENING THE BELT WHERE IT WILL HURT THE LEAST

THAT DOES NOT MEAN CITIES WILL BE EZ(_EM_PTZ_
OR THAT SOCIAL SERVICES WILL BE EXEMPT FROM CUTS.

5.
b.
/.
8. |
: ,

le ARE TRINMING SOCIAL SERVICES 7 /) /77 diswmivsn ADYERsE 7 7€Cr &

THee S Tell

10. | PREMAR HeY-WHERE - THEY-EXTEND-TO- MIDDLE - INCOME- PEOPLE, Z -
11.NAS - IN-SUBSIDIES- -T@--SCHOOL-LUNCHES., |
12. OUR YOUTH EMPLOYMENT INITIATIVE WILL GO FORWARD,

{WE ARE NOT CUTTING SOCIAL SECURITY, OR MEDACARE, Z

OR AID TO DEPENDENT CHILDREN, OR THE 25% INCREASES IN SUBSIDIZED HOUSING UNITS.
CANUENT LAILDR

.EWE HAVE DONE OUR BEST TO PROTECT THE KEY PROGRAMS, 2

16.(BUT WE WILL HAVE TO DO WITHOUT SOME THINGS YOU & I WOULD LIKE TO*_I-IAVE;

Elsstrostatic Coupy Made
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. {1 WISH 1 COULD PROMISE YOU QUICK RESULTS, &/

1

2 S—WELEAS—T
5. | THRF INFLATION THAT HAS BEEN BUILDING UP FOR MORE THAN 10 YEARS 7 P77
4, | WILL NOT GO AWAY OVERNIGHT, s
5. LoR IN A FEW DAYS OR WEEKS.
6

7

8

9

THE CONSUMER PRICE INDEX z
WILL CONTINUE TO REGISTER THE LARGE INCREASES 2

IN THE COST OF ENERGY & HOME FINANCING COSTS z
FOR THE NEXT SEVERAL MONTHS.

10, iﬁOU KNOW AS WELL AS I DO z

11, {THAT THERE ARE NO QUICK ANSHERS, N0 EASY ANSHERS & NO_PAINLESS ANSHERS.
12.{MANDATORY VAGE & PRICE CONTROLS PRETEND TO BE ALL THREE -~ wer"
13.(BUT IN FACT THEY ARE NONE OF THE ABOVE, _ T 2o wer ##“77 cowste™ " pu
14, CONTROLS WOULD CREATE A MASSIVE BUREAUCRACY & MASSIVE DISLOCATIONSz

T IN OUR ECONOMY,

15.(THEY WOULD PUT A TERRIBLE SQUEEZE
16. |ON WORKING FAMILIES WITH FROZEN WAGES z

P

17.CFACED WITH UNCONTROLLABLE PRICE INCREASES IN FOOD,

IMPORTED_OIL,
AND OTHER NECESSITIES OF LIFE,

Electrostatic Copy Made
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. zCONTROLS WOULD NOT EVEN DO A 600D JOB
OF TEMPROARILY HIDING THE SYMPTOMS OF INFLATION.
THEY WOULD DO ABSOLUTELY NOTHING ABOUT THE CAUSES OF INFLATION.
INDEED, THEY WOULD MOST LIKELY BECOME A SUBSTITUTE 7
FOR DOING ANYTHING ABOUT THOSE CAUSES,
ND THUS WOULD. END, UP MAKING THE:PROBLEM WORSE.
CONTROLS ARE NOT'A SOLUTION TO INFLATION.

N s

THEY ARE AN EVASION OF RE_S_E_O_\EI_B_ILITY T0 CURE IT.

’_.__-——

9, THE ACTIONS I AM TAKING TO BALANCE THE BUDGE]Z
| AND CUT DOWN ON EXCESSIVE CGNSUMER FINANCING;
| ARE SERIOUS}

“10.2THEY ARE DESIGNED TO DAMPEN THE DANGEROLS EXPECTATION 2
11, UTHAT INFLATION WILL CONTINUE INDEFINITELY.
12 .iTHAT PSYCHOLOGY OF INFLATION 5

13,
14,\THAT A DOLLAR BORROWED IS A DOLLAR EARNED.

B —_— - e .
15, IT HAS ENCOURAGED AMERICANS TO BUY NOW & PAY LATER.
] J/ .

16. EIT ‘HAS REWARDED SPECULATORS & PENALIZED SAVERS --

17.AND T INTEND TO STOP IT.

————————

HAS CONVINCED FAR TOO MANY AMERICANS =

. .
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oVE of N 7B eéMéMde;L :
1. ATHE MOST IMPORTANT THINGS [-WANFFO-SAY-—TOYSU—FOBAY IS THIS:

2. (THE TII"ES’PAST WHEN OUR DIFFERENT BRANCHES OF GOVERNMENT, z

OR DIFFERENT LEVELS OF GOVERNMENT, z
3, | _CAN SHIFT RESPONSIBILITY BACK & FORTH, |

4, THE TIME IS PAST WHEN ONE BRANCH OR LEVEL CAN ONLY TALK ABOUT INFLATION
AND LEAVE ANOTHER TO ACT ON IT.

5. iEVEN IN AN ELECTION YEAR
6. (THIS IS NO TIME FOR POLITICAL COWARDICE OR DEMAGOGUERY.

e e RS

7. WE MUST STAND FIRM,

e s

RESIST POLITICAL PRESSURES,
AND TELL THE TRIITH,

8. WE MUST REALIZE THAT THERE IS NO MORE RICH UNCLE SAM --

9, -UNCLE SAM TS ALL OF US,

— e
N
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11,

12,

THE TIME HAS COME FOR US TO ACT TOGETHER -
NOT WITH A SLOGAN & A PROMISE
BUT WITH A COURAGEOUS POLICY A COMMON PURPOSE .

e

: iNHEN 1 SEND THE BALANCED BUDGET UP 10 CAPITOL HILL NEXT WEEK --

AMERICANS NILL NEED YOUR HELP

{YOU AND T -= EVERY ONE OF US RIGHT HERE IN THIS ROOM TODAY --
MUST GUIDE TRIS® NATION SAFELY DOWN FROM THE DANGEROUS PRECIPICE OF INFLATION,

—

AND TOGETHER THAT IS EXACTLY NHAT WE ARE GOING TO DO.

—

I WOULD LIKE TO LEAVE YOU THIS AFTERNOON WITH A THOUGHT,
FROM OUR FIRST PRESIDENT.
HIS NORDS ARE AS RELEYANT_IODAY AS THEY WERE ALMOST 200 YEARS AGO:
”IF T0 PLEASE THE PEOPLE WE OFFER WHAT WE OURSELVES DISAPPROVE, z
HOW CAN WE AFTERWARDS DEFEND OUR WORK?

"[ET US RAISE A STANDARD TO WHICH THE WISE & HONEST CAN NOW REPAIR.”

PSSR e

# # #



Achsah Nesmith

[The salutations will be A-1 3/27/80
updated by Gene Eidenberqg Scheduled Delivery:
X6537 no later than Fri, 3/28/80, 1:30 PM

9:30 AM Friday.] Mayflower Hotel

National Conference of State Legislatures

Dick Hodes, Senator Ross Doyen, legislative leaders from

around the country:*

I come before you today at a time of great challenge --

o]
not only for our Nation but for all free nations. Abroad,ﬂwe
face continued turmoil in Iranygy and aggression in Afghanistan.
While our resolve is firm, we must continue to act carefully,
in concert with many other nations. At home, we face the

avces §r0°C

great challenge of inflation, fueled byAdependence on expensive

imported oil. But here at home we are free to act as America

chooses -- and we must choose to act for America now.

*Representative Richard Hodes of Florida, whom you know, is
president-elect of NCSL. State senator Ross Koyen of Kansas
is vice-chair of NCSL. (The current NCSL president, Speaker
George Roberts of the New Hampshire House, will not be there.)
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We must make hard choices -- as individuals, as governments,

as a Nation. Our future security and well-being depend upon the

discipline we exert now. \

< _

In the last ten years, a series of profound economic shocks
have been felt around the world. O0il prices have increased
1000 per cent. Our own imports of oil have multiplied twenty
times over. 1In the past one year, the cost of 0il rose more than

in the entire previous century.

Americans paid $80 billion last year for foreign‘oil. That /7§ 2z
Ac/erafe fﬂ/ S Joc /,, Ccrersy /K&-Lc'(’da A”"”"’/‘/ i A
i8=580=billien we could not use to increase American production,
reduce American prices, and pay American workers. And energy
affects the cost of everything we buy, everything we produce,

f&

everything we build, everything we transport.

Inflation is not limited to this country. Every industrial

nation is suffering. The wholesale price indexes for the latest

Electrostatic Copy Made
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month in Japan were up 27 per cent, in West Germany 20 per cent,
in Great Britain 18 per cent, and in Italy 46 per cent, compared

to—our—20-per—cents [Their_consumer—-price—indexesare--not-yet

-

showing the effects so dramatically, but wholesal@ prices are
/
/

-

L

generally regarded as the best/;ndfﬁators of what is to come.

//

—
Developing nationsfaréﬁpressed even harder, and again the huge

—‘/V—

LT

1nqnease_1n-OBEC~oal_pr1ees~TS“a‘mEjor factor:]
Aresdedse 7as t%iv sra Seres IArre FHe ,m-/(a .

]7&“2— 1 Y QE2- A7 ;/ )74‘{1(. // /77&? (’Mze” - —(’\/)

/(,,LE
¢4, The problem of inflation is worldwide, but“i%e responsibility

for dealing with it ‘s here. It lies squarely on you and me.

It is a challenge we must meet together -- and just as we have in

other areas in the past, we will meet it together now' 1’

Our country is in a better position than most to deal with
the challenge of inflation. We have one-sixth of all the world's
energy reserves. Our land produces bountiful crops beyond the

‘dreams of most nations. We are blessed with great underlying

strengths. But in the past we have sometimes felt that those

Electrostatic Copy Made
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strengths would make us immune to problems like energy shortages
and inflation that often beset other nations. We are fortunate

-- but we are not immune. We must face reality and regain control

of our own destiny.

Two weeks ago I put forward a tough program to battle

inflation.

I took the difficult step of imposing a conservation fee
on imported oil. I used my authority under the Credit Control
Act of 1969 to put restraints on crédit, the first time a
President has ever invoked that authority. I did that because
we absolutely must disgourage unnecessary borrowing and

4

/
encourage saving. L7

ﬂﬂﬂd%7

Next week I will present to the Congress a balanced budget
~- the first in twelve years, and only the second since 1961l.

But my responsibility does not end there -- nor does yours and

Electrostatic Copy Made
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that of every public official. Each and all of us must fight to

| ' ‘ . ) Gere g das L’
make sure our budgets stay balanced. Ayé o Szie oo ;fﬂi/ g
- 2 X Sl
7%0yv/ ‘Lk//'d;, Aol ;é% ’/év- & Atana f; ATy -
f’étﬂ Eze florce Jes c/oclc/’//c(’

I want to acknowledge your sustained and continuing support.
I know that you have long been a voice for fiscal reason in your
states. We must not only continue the partnership we forged to
fight for energy security, for our cities and our rural areas,
we must redouble our efforts to stop inflation. We know from
hard experience that the closer we come to balancing government
budgets, the greater the pressures and temptations to abandon
"that goal. I pledge my support to you from Washington -- I

need your support from out there. We must not be moved and

P - / . (/
Lo A s S e €T — o G nre e
together we will not bg‘moved. ?/7/A£(? S 'Z;éfﬂﬁéa/ .gf2£¢é;,/
ﬂ/ _)/*_7/; 7%( ﬁ.@?wrn‘tefz: AR '
70[ 7}/ gcid / f//?/7 //f % J%’é(é -t /7 -'/4” 7(-{/\/ u?'("‘\ Q

—__In-hammering-out-a-balanced federal budget I have made

three commitments: to ensure fairness, to protect the most
distressed against abrupt financial dislocations and losses

in essential services, and to preserve our Nation's security.

Electrostatic Copy Made
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I intend to keep those commitments -- and my commitment to

control inflation.

Most of you have lived with balanced budgets throughout

AP 574’ e 7
T 7{4/ SHe Sasne CV/)eu[/;j_:M//Z Zdlé:/u4u_, o

your careers in public llfe.A Many state constitutions prohlblt 6"""'%
/w;aev‘ )47»’}1!4' o
deficit spending, and you had toscut not only frills, but also

desirable projects that are not essential so you could keep the

u
state ledger in balance. '?

You know how difficult that can be when so many sincere
and dedicated people are pushing worthwhile ideas your state
cannot afford. You know what it is to say "No" -- when saying
"Yes" would be easier politically. I know -- and you know --
we cannot afford to play politics with our Nation's currency.
We cannot both pound the table for festraint and make politically

expedient promises -- because America cannot afford it.

1o St |
I am counting on you to help 'V S the American people 1

that their governments can and will practice self-discipline.
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The people want us to. They understand that by saying "No" to
excessive spending now, we will be saying "Yes" to the future

| <
securlty of our Nation. '//,/ S{

Inflation hurts everyone -- the housewife, the wage-éarner,
the student. Small businesses and farmers are particularly
vulnerable to the wage-price spiral and the high credit costs
that are absolutely essential to stopping that spiral.
Lower—income people will be hurt by cuts, but the people who
are suffering most from‘inflation'ggg are those with the lowest
incomes. "Inflation is the cruelest, most regressive of all taxes.
At its current rate, inflation is nothing less than an 18 per cent

tax on being alive -- and that is a tax I am determined to cut. -

7225- Lpear —- It refe

We are making distinctions between functions government must
perform -- at both the federal and local levels -- and programs

and. services that may be desirable but can be reduced or postponed.
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We are not abandoning our urban policy -- local revenue
sharing, urban development action grants, mass transit, summer
job programs. We are not abandoning the helpless. We are making
Aofunte  Bes”

prudent, intelligent, careful reductions and deferrals, tightening

the belt where it will hurt the least.

That does not mean cities will be exempt or that social

services will be exempt from cuts. It does mean we will not ask

the sick, the old and the poor to bear the heaviest burden in

balancing the budget. We are trimming social services primarily
Mt tn

willU Atceecseeorn "tc(a(cu - 0‘4&( sfn.

where they extend—to-middle~dincome peop¥e, as in subsidids to

' sghool—tunekes. Our youth employment initiative will go forward.

We are not cutting Social Security or Medicare or Aid to Dependent

Children or the 25 per cent increases in subsidized housing units.

We have done our best to protect the key programs, but I-will-not
Saate

pretend—that we will @ot have to do without,things you and I would

like to have.O\
| &
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I wish I could promise you quick results, but you know as
well as I do that inflation that has been building up for more
than ten years will not go away overnight, or in a few days or
weeks. The Consumer Price Index will continue to register.Z4 Ag%fe
increases in the cost of energy and home financing costs for

the next several months.

You know as well as I.do that there are no quick answers,
no easy answers, and no painless answers. Mandatory wage and
price controls pretend to be all three -- but in fact they are

none of the above. Controls would create a massive bureaucracy

| S 7 o / =< 7%5—?&2—((21
and massive dislocations in our economy. ‘2%; lzéa/&///ﬂa

g ' ; ‘ ; - v, | A TE St -
Ay kg fomSoo aoilli froges LV C - PP

¢ . ~ . / Prg S P G BN
Cen A2 lF e Ll Yidlds SR CRIpt A AT /&"0 o, = AP - '

Controls would not even do a good job of temporarily Q&>
. . . ¥
hiding the symptoms of inflation. They would do absolutely
nothing about the causes of inflation. Indeed, they would
most likely become a substitute for doing anything about those

causes, and thus would end up making the problem worse.
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Controls are not a solution to inflation. They are an evasion

of responsibility to cure it.

The actions I am taking to balance the budget and cut
down on excessive consumer financing are serious. They are
designed to dampen the dangerous expectation that inflaﬁion
will continue indefinitely. That psychology of inflation has
convinced far too many Americans that a dollar borrowed is a
dollar earned. It has encouraged Americans to buy now and pay
later. It has rewarded speculators and penalized savers --

y |

and I intend to stop it.

2

The most important thing I want to say to you today is this:
the time is past when our different_branches of government, or
different levels of government, can shift responsibility back
and forth. The time is past when one branch or level can only

talk about inflation and leave another to act on it.
) Zﬂ@z ) A2 /k)’t ) é’é( /{ o>y (V—Cﬁ_’::/ ) ébz {/{/“.Lp//(e_
,Z-i. e Fre //f"’ Jol S ealr %
e ey S S e
podd Alp A FaD

/ N
&V G'ezrt A }b;%vﬂzjya‘

7 AT Jeessenss,
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@€ ZZ%ymV/,/uqi/{}f jyﬁ;;/

fhere is no more rich Uncle Sam -- Uncle Sam is all of us.

The time has come for us to act together -- not with a

slogan and a promise, but with a courageous policy and a common

purpose.

When I send the balanced budget up to Capitol Hill next

week -- Americans will need your help.

You and I -- every one of us right here in this room today --
must guide this Nation safely down from the dangerous precipice of

inflation. And together that is exactly what we are going to do.

Hh#
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Before I begin my speech,_I have an announcement to make.

¥

wqantl inflation program whlch I strengthened oq)March 14. Part

«"& { As you know, this Administration has prepared a comprehensive

o L

fgof that total package of restralnt b§ all sectors of the economy

44444

is the 1nten51f1catléh of the/;oluntary wage-price guideline Qﬂ QQZQ’L.

oL . . . > -2
ﬁf“prografij Most major U.S. corporations have pledged their ﬁ/
-+ cooperation with the program. ' > 764&

Several large firms that recelved notices from the Council
. © f\ldua,pv“/“

. have taken responsible @9freetive‘priciﬁg action41n order to comply
. with the price standard —- among them Sears, Roebuck and Company,
itWarner—Lambert Company and Fabergé: Inc.

) o CVW\L-U&{’O

Other companies have&gthhﬁﬁgthelr prices to [Eseure]compliance
even before receiving notlces from the Council -- among them
- Aluminum Company of America, Graybar Electric Company and

-Scott Paper Company.

'But I was disappointed today to learn from Bob Russell,
Director of the Council on Wage and Price Stability, that one
‘major oil company -- Mobil -- has refused to take corrective
action to bring itself back under the price standard. Mobil's
overcharges to its customers during the third quarter of last
. year under the program amounted to over $45 million. They were
o 5 c“/ﬂ/pfa:_b
: [ 4pvited to take corrective pricing action§1on future sales that

igkwould have brought them back into compliance -- but refused.
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It is difficult to understand Mobil's position at a time when
J;ﬁmost business firms are acting responsibly to observe the price

+ standards of the anti-inflation program.

eeaﬁiemnd

’é;Qﬁ;_Qf_cempéiaﬂce. The Council on Wage and Price Stability

anee &) a aan
it e

';-currently is looklng 1ntqﬂo her oil firms.
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THE WHITE HOUSE

WASHINGTON

THE PRESIDENT'S REMARKS TO

THE NATIONAL CONFERENCE OF STATE LEGISLATURES

1:22 pm

1:25 pm

1:26 pm

1:27 pm

1:29 pm

March 28, 1980

MOTORCADE DEPARTS South Grounds en
route Mayflower Hotel.

(Driving Time: 3 minutes)
MOTORCADE ARRIVES Mayflower Hotel.

PRESS POOL COVERAGE
CLOSED ARRIVAL

The President will be met by:

State Sen. Ross Doyen
President of the State Senate
(R.-Ks.)

State Sen. Al Holloway
President Pro Tem of Georgia
State Senate (D.-Ga.)

Mr. Mike Horrocks
General Manager, Mayflower Hotel

The President proceeds inside

Mayflower Hotel en route holding
room.

The President arrives holding room.
PERSONAL/STAFF TIME: 2 minutes

The President departs holding room
en route off-stage announcement area.
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: 30

: 31

132

: 33

143
144

247

:50

Pm

Pm

Pm

Pm

Pm
pm

pm

pPm

1:30 pm

1:32 pm

The President arrives off-stage
announcement area and pauses.

Announcenient

The President proceeds inside
Colonial Room en route stage for

- remarks to the National Conference
‘of State Legislatures.

OPEN PRESS COVERAGE
ATTENDANCE: 80 |

The President arrives stage and
remains standing.

'1Introduction of the President
by Dr. Richard Hodes, Speaker
- Pro Tem of the Florida State
House of Representatives.
Presidential remarks.
OPEN PRESS COVERAGE

Remarks conclude.

The President thanks his hosts and
proceeds to motorcade for boarding.

‘MOTORCADE DEPARTS Mayflower Hotel
. en route South Grounds.

(Driving Time:‘ 3 minutes)

MOTORCADE ARRIVES South Grounds.



THE WHITE HOUSE lg }
WASHINGTON {J‘/\m& gw gu()eu ufi%
my decision to cut the state share of

general revenue jsharing and other selected reductions in aid to
lgovernments will fogce difficult choices on you.

I want to consulit with you on three‘important areas of our
relationship whlph can lead to more jeffective use of the signi-
ficant levels Of\federal as51stance,ﬁat will be in my revised
fiscal 1981 budget. 4

§
./

~- a careful review of the functions of each level of government
in our federal system with an assessment of how the
respon51b111ty\for particular functions matches-wethﬂﬁqr
~capacity to meet the costs of the activity;

—-- a significant ef ort to censolldate broad areas of
federal grants in\ways that both 'insure increased management
flexibility by the state or local level of government
charged with dellverlng the service and maintain the
federal government' s obllgatlons under the law;
— .s‘

-- a facing-up to the effects of federal mandates that impose
significant costs on state and local government but for
which federal f1nanc1al‘a551stance is inadequate.:

b
"
LY

In every case I would ask that you and your colleagues in

state and local dgovernment meet together and iffjve me your
concensus judgment on where functions should be allocated
differently; ,which consolidation initiatives shoqu be undertaken
and which mahdates should be. eased. “h

b

/

‘ I promlse you I will listen seriously to your recommendations.
o ¢ﬁ¢ﬁ ~ This 1s’a time when we can modernize and make more cost-effective
O our ﬁéderal system. Making government work ‘less expensively
doe€” not have to mean less well. I need your he;p.

R s i b
I e
'-——-> - Fo //Nfé(/ /7#4 e i g o‘JWf'“/\ow

P
s
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MEMORANDUM

II.

THE WHITE HOUSE

WASHINGTON

Meeting with
Kenneth Hahn
and family
Friday, March 28
The Oval Office
11:55 am.

(5 minutes)

(by: Fran V )

PURPOSE: Brief meeting and photograph with
Los Angeles County Commissioner Kenneth
Hahn, his son and daughter.

BACKGROUND, PARTICIPANTS, PRESS:

A. Background: Commissioner Hahn is in Washington
for the California State Constituency
briefing.

He has asked for an opportunity
to bring his son and daughter by
the Oval Office to say hello.

B. Participants: The President
- Kenneth Hahn
Jimmy Hahn
Janice Hahn Baucum

C. Press: White House Photographer

D. ' Note: While we don't expect either to be mentioned,
the following come to you recently from
Hahn through correspondence:

1) He encourages consideration of Los Angeles
as an alternate site for the Olympic games.

2) He introduced a resolution, adopted by
the Board of Supervisors, calling for
wage and price controls.
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MEMORANDUM

THE WHITE HOUSE

WASHINGTON

Meeting with the
Tyler Junior College Apache Band
and Apache Bells
Friday, March 28
The Rose Garden

11:45 a.m. /
(5 minutes) ,Qd&/vk///
(by: Fran27§' e) .

I. PURPOSE: Brief Greeting and photograph with
the Tyler Apache Band and its Drill
team--The Apache Belles--from Tyler, TX

II. BACKGROUND, PARTICIPANTS, PRESS:

A. Background: This band is in Washinagton to
perform in the Cherry Blossom
Parade this coming Saturday.

You agreed to see them at the
request of Bob Strauss and State
- Senator Peyton McKnight.

Formed in 1947, this band and drill

team have performed at half-time for

two Super Bowls (1978 and 1972) and
perform each year as the Grand Finale

to the Cotton Bowl in Dallas. They

have performed at numerous Dallas Cowboy
games as well as at stage shows and fairs
throughout the South and Southwest. They

are very popular in Texas.

The Apache Bells will present you with
a certificate naming you an honorary
"Apache Beau." They also have a certi-
ficate for Amy, which they will give to

you.

B. Participants: The President
Congressman Charlie Wilson (D-2, TX)

Congressman Ray Roberts (D-4, TX)

Ms. Anna Carpenter, Director of the
Apache Belles and Dean of Women

Jack Smith, Band Director

Alfred Gillam, Choreographer

Dr. E.M. Potter, President of the Board
of Directors, Tyler Junior College;
and Mrs. Potter (Myra)

for Preservation Purposes

C. Press: White House Photographer




THE WHITE HOUSE ' Q

WASHINGTON

March 28, 1980

MEMORANDUM FOR THE PRESIDENT

FROM: DAN TATE

Last evening Warren Christopher was briefing Senator Byrd and a
small group of Senators on Iran and noticed that the Leader appear-
ed piqued. Subsequently, Byrd expressed the view that we should

proceed with extreme caution and to some extent he differed with
our plans.

Warren said it was obvious that Byrd was unaware of our plans un-
til yesterday's briefing and felt that he was being informed rather
than being consulted. If he was unaware, it was because Byrd was
not able to attend Secretary Vance's briefing on Tuesday and did
not send a surrogate such as Senator Cranston.

Warren has set up another briefing this morning at 10:00 for Sena-

tor Byrd and a handful of other Senators of Byrd's choice, probably
Armed Services and Foreign Relations Committee types. Christopher's
purpose is to outline more extensively our plans and to answer ques-

tions which members of the group may have. Also, he wants to try
to overcome Byrd's pique.

Both Warren and I believe that it may be advisable for you to call
Senator Byrd this afternoon to make sure he is in the fold. Before
you do this, however, you should get a report from Warren on this
morning's meeting and Byrd's current attitude.

Electrostatic Copy Made
for Preservation Purposes _



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

March 27, 1980

INFORMATION

MEMORANDUM FOR THE .PRESIDENT

FROM: James T. McIntyre, d
Hubert 1.. Harris, Jr.

SUBJECT: Regulatory Reform Bill

Our Regulatory Reform Bill was reported to the full House
Judiciary Committee today. Your call to Congressman

Bill Hughes was very effective. Congressuman Hughes cast
the deciding vote against legislative veto and gave a
particularly good speech on the problems associated with
this approach to controlling the regulatory process.

While some changes need to be made at the full committee

to keep a wide range of support for the bill, it is clearly
moving along the legislative path.

Electrostatic Copy Made
for Preservation Purposes
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THE WHITE HOUSE
WASHINGTON

28 Mar 80

Jim McIntyre

The attached was returned in
the President's outbox today
and is forwarded to you for
appropriate handling.

Rick Hutcheson




IMMEDIATE ACTION REQUESTED

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON. D.C. 20503 ///"f _ /éq/
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MEMORANDUM FOR:  THE PRESIDENT . d
FROM: James T. McIntyre, Jr)g-=—~—
SUBJECT: Proposed 1980 Supplenfental Appropriations

for the Small Business Administration

Attached for your approval is a 1980 supplemental appropriations
request for the Small Business Administration (SBA). This request is
necessary because of additional disaster loan requirements stemming
from storms and flooding in California and Arizona, continuing farm
drought, and other disasters throughout the country. This request is
being sent to you at this time to give the Appropriations Committees
an opportunity to act quickly on this request before their
consideration of a consolidated supplemental bill. Heavy recent
demands have drawn down the SBA Disaster Loan Fund, so that we now
estimate that the Fund will be depleted within a few weeks. The
Domestic Policy Staff concurs with this request.

This proposal would increase 1980 budget outlays by $343 million and
1981 outlays by $84 million. The revised 1981 Budget estimates to be
released on Monday will incorporate this change.

Recommendation

That you sign the letter transmitting this request to the Congress
as soon as possible. This will enable the congressional
Appropriations Committees to consider this proposal before the
Disaster Loan Fund exhausts its resources.

Attachments

Electrostatic Copy Made
for Preservation Purposes



THE WHITE HOUSE

WASHINGTON

The Speaker of the

House of Representatives
Sir:

I ask the Congress to consider a request for supplemental appro-
priations for the fiscal year 1980 in the amount of $427,000,000 for
the Small Business Administration.

The details of this proposal are set forth in the enclosed
letter from the Director of the Office of Management and Budget. I

concur with his comments and observations.

Respectfully,

al;é%{

Enclosure




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

The President
The White House
Sir:

I have the honor to submit for your consideration a request for
supplemental appropriations for the fiscal year 1980 in the amount of
$427,000,000 for the Small Business Administration. The details of
this request are contained in the enclosure to this letter.

I have carefully reviewed the request for appropriations
contained in this document and am satisfied that it is necessary at
this time. I recommend, therefore, that this request be submitted to
the Congress.

Respectfully,
. ¢
Atrncmd L4

James T. McIntyre, Jr.
Director

Enclosure




OTHER INDEPENDENT AGENCIES

SMALL BUSINESS ADMINISTRATION
Salaries and Expenses

For an additional amount for "Salaries and expenses",
$7,000,000.

Disaster Loan Fund

For additional capital for the "Disaster Loan Fund",
$420,000,000, to remain available without fiscal year limitation.

This request would provide the funds necessary to assist the victims
of storms, flooding, and mudslides in the West and South. In
addition, funds will be required to provide financial assisance to
victims of last year's hurricanes in Alabama and Mississippi. This
proposal would increase 1980 outlays by $343 million and 1981 outlays
by $84 million. '
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THE WHITE HOUSE

WASHINGTON

March 28, 1980

To Fred Silverman

I understand that you have independently
determined not to exercise your contract
rights for the United States telecast of
the 1980 Summer Olympic Games in Moscow
if no United States team participates in

the Games. It is the firm policy of our
Government that no United States team will
participate in those Games. I have there-

fore determined that it is contrary to the
foreign policy interests of the United.
States for NBC to continue to export equip-
ment, supplies, goods or services of any
kind or to make further payments in connec-
tion with its contracts to televise the
Games. I have instructed the Secretary of
Commerce to issue appropriate regulations
under the Export Administration Act barring
such exports and payments.

Sincerely,

—_—

S, e 1

Mr. Fred Silverman

President

National Broadcasting Company
30 Rockefeller Center

New York, New York 10020



THE WHITE HOUSE

MEMORANDUM FOR THE SECRETARY OF COMMERCE

Prohibiting Transactions With Respect to the
1980 Summer Olympic Games in Moscow

By the authority vested in me as ﬁresident by the
Constitution and statutes of the United States, including the
Export Administration Act of 1979, 50 U.S.C.A. app. sec. 2401
et seq., and for the purpose of carrying out my decision
against any United States participation in or aid to the 1980
Summer Olympic Games in Moscow, I hereby direct the Secre;ary
of Commerce, by appropriate regulations and to the extéﬁtvhe—‘ —
deems appropriate to carry out the purposes of thisldirective,
to prohibit the export to the U.S.S.R. directly or indirectly
of any goods or technology by any person subject to the
jurisdiction of the United States which are in connection with
such Games, and to prohibit payments or transactions which are
in any way related to arrangements involving or requiring such
exports, where such payments or transactions could provide..
financial support for suéh Games. I am taking this action in
the foreign policy interests of the United States, and I hereby
determine in accordance with the Export Administration Act of
1979 that the absence of the export controls imposed by this
Order would be detrimental to the foreign policy interests of
the United States and that reasonable efforts have been made to
achieve the purposes of such controls through alternative means.

All powers and authorities conferred upon me by the
Export Administration Act of 1979 to impose foreign policy controls
are hereby delegated to the Secretary of Commerce or any person,
agency or instrumentality designated by him to carry out the
purposes of this directive.



In carrying out his functions and responsibilities
under this Order, the Secretary of Commerce shall consult, as

appropriate, with other government agencies and private persons.

JIMMY CARTER

-

7 A

(Sisned 3/24/80)
Cutlea has oncjinad



ORIGINAL TO TOM JONES FOR HANDLING
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THE WHITE HOUSE
WASHINGTON

3/27/80

Mr. President:

OMB concurs. Speechwriters
have edited the statement.

Rick



'THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE
WASHINGTON, D.C.20201 ' :

MR ¢4 1980

Following the tradition of past years, I recommend {4y fMLUJ"
that you issue a statement in recognition of World Health -ﬁ“u}
Day, which is commemorated by Member Nations of the World Y,
Health Organization each April 7 to mark the founding of PB v
the Organization. A suggested draft message is enclosed U/”U'
for your consideration. The practice has been for the White

House to deliver the message a day or two before April 7 /1uﬂ@}
to the Director, Pan American Sanitary Bureau, here in Lt
Washington, in his capacity as the Director of the Regional gx

Office for the Americas.

Patricia Roberts Harris

"Enclosure

Electrostatic Copy Made
for Preservation Purposes




THE WHITE HOUSE

WASHINGTON

WORLD HEALTH DAY 1980

On World Health Day 1980, the United States joins international
health organizations and concerned countries all over the world
in recognizing the hazards of smoking and supporting efforts to
lessen its toll on human health.

Awareness of these problems is reflected in the theme of World
Health Day this year: "Smoking or Health: The Choice is Yours."

- : Smoking increases the chances of illness and death, can affect the
' 1 birth and growth of children, and may interact with other elements
in the environment to compound the harm it does by itself.

On this World Health Day, | pledge our continuing support for the
World Health Organization and for the efforts of all countries to
reach levels of national health that permit their people to live
socially and economically productive lives. To help achieve that
goal at home, the United States will continue its efforts to educate
citizens to the hazards of smoking.




THE WHITE HOUSE

WASHINGTON

WORLD HEALTH DAY 1980

On World Health Day 1980, the United States joins international
health organizations and concerned countries all over the world
in recognizing the hazards of smoking and supporting efforts to
lessen its toll on human health.

Countries where smoki
experiencing epidgrhics of smoking-relgt€d diseases. In other
countries, the p6pularity of smoking4§ rapidly increasing -- and
so is the incidence of illness assocfated with it.

g has long been wi read are

fhomgren

A

/
ese problems a:’e reflected in the theme of World Health Day
this year: "Smoking or Health: The Choice is Yours."
The chamees )

Smoking increases,illness and death, affectg the birth and growth
of children, and irﬁerocf!wh‘h other elements in the environment
to compound theyharm it does by itself.

mo
On this World Health Day, | pledge our continuing support for the
World Health Organization and for the efforts of all countries to
reach levels of national health that permit their people to live
socially and economically productive lives. To help achieve that
goal at home, the United States will continue its efforts to educate
citizens to the hazards of smoking.

Electrostatic Copy Made
for Preservation Purposes



THE WHITE HOUSE
WASHINGTON

28 Mar 80

Zbig Brzezinski

The attached was returned in
the President's outbox today
and is forwarded to you for
your information.

Rick Hutcheson

TO STRIPPING FOR HANDLING
AND DELIVERY.



THE WHITE HOUSE

WASHINGTON

March 27, 1980

To Allyssa Keough

Thank you for your letter. I recognize how

difficult it is for you to bear the agony of
time while your father remains in captivity

in Iran.

It is also difficult for me. I worry about .
all the hostages, night and day, and I worry
about all the families of the hostages as
well, hoping they will have the stamina to
see them through what is more than a compli-
cated international crisis, but also a very
personal crisis for them.

I am glad that you shared your views with me.
My perception of what I have done on the for-
eign policy issues you mentioned is different
from yours. However, I am touched by your
humanity and by the deep love you have for
your father. I want to assure you that the
safe return of all the hostages is my primary
objective as I continue to pursue avenues to
.solve the crisis as quickly as possible.

With best -wishes,

Sihcerely,
S v
m/

Ms. Allyssa E. Keough

Suite 5

131 Sewall Avenue

Brookline, Massachusetts 02146
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