15-BILLION DEFICIT

President Voices Hope
for New Growth and
Balanced Books

By EDWIN L. DALE Jr.

Speclal to The New York Times

WASHINGTON, Jan. 21 —
President Ford sent Congress
today proposed reductions of
$20 billion in Federal programs
and promised additional tax
reduction if Congress accepted
his plan. ;

The President’s budget fer
the fiscal year 1977, which
starts next Oct. 1, counts on

Text of the budget message
and related explanatory
articles, Pages 24-27.

these cuts in estimating spend-
ing at $394.2 billion. The esti-
mate for receipts is $351.3 bil~
lion, leaving a deficit of about
$43 billion.

Balanced Budget Foreseen

The President said in his
message to Congress:

“The combination of tax and
spending charges I propose will
set us on a course that not
lonly leads to a balanced budget
within three years but also
improves the prospects for the
economy to stay on a growth
path that we can sustain.”

" The Administration’s forecast
for the economy this year, now
considered in the budget as re-
quired-by law, was broadly in
line with the “consensus” of

private forecasts. It projected .

continued recovery from the re-
cession, a modest reduction eof
unemployment to ‘an average
of 7.7 percent of the labor force,
and further progress in slowing
inflation, to a pace of 5.9 per«
¢ent in 1976 for consumer priceg

These were some highlights
of the budget: - i

@Defense spending would

irise - about $10 billion. and -

would exceed $100 billion for.
the first time. '
QThe Social Security tax rate
on employers and employees
would rise at the start of nexi
year to close an emerging gap
between outlays and receipts,

gThe budget proposes t6
consolidate into “block grants*
to the states, with few strings
attached, about 60 present Fed-
eral programs in the areas of
health, education, child nutri-
tion and social services.

Apart from numerous chans
ges in present programs de-
nigned to curb spending now
and save more in the future,
the budget would phase out
several. recession-born pro-
grams, including public service
jobs and extended unemploy-
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nent benefits. iy

.~ Experience of recent years
shows that partly because of
what Congress does or refuses
to do, partly because of unfore-
seen developments in the econ-
omy, and partly for other
reasons such as mistaken esti-
mating of receipts and outlays,
flnal budget totals proposed by
¥residents . have invariably
‘lurned out to be far different
from the estimates made in the
January budget. Typically, the
deficit has been much bigger
than estimated. .

“The budget estimated the de-
ficit in the current fiscal year,
ending June 30, at $76 billion,
or about $25 billion more than
Wwhen the budget for this year
was presented a Yyear ago.
When he signed the antireces-
sion tax reduction bill late last
March, the President pledged
to hold the deficit to $60 bil-
lion, but this could not be
achieved. '

There will be an estimate
deficit of $16.1 billion for the
“tr.ansition quarter” from July
1.to Sept. 30. This is a bridge,
“for this year only, between
the old system when the fiscal
year began Juiy 1 and the
new one, ordered by the Con-
gressional Budget Reform Act
of 1974 when the fiscal year
segins Oct. 1. .

" 0ld Program Renewed
' Most of the President’s pro-
posed reductions. in the new
budget require affirmative ac-
tion by Congress to change
existing' law. They are in such
areas as Social Security, Medi-
care, food stamps, housing sub-
sidies, child nutrition and veter-
afis benefits. .

*“This means that if Congress
does nothing about these re-
quests-as mainly happened last:

ear on a similar but small
ist-spending will rise above
the President’s estimate of $394
Sillion.

* The tax reductions that the
President proposed if his spend-
{lig targets were met were es-
sentially a reiteration of a
package he first unveiled last
October. Probably the key item
is"an eventual increase in the
>xemption for each taxpayer
dnd dependents from $750 to
$1,000.

~oMr. Ford told his budget
bri_efing, “We are at a critical
peint in our history, a point
where we can either allow Fe-
deral spending and Federal de-
ficits to mushroom and allow
our economic foundations to
erode, or on the other hand
we can decide to restrain the
growth of Federal spending and
restore the vitality of our pri-
vate economy.”

This theme, supported by the
budget’s reduction proposals,
is expected to be the keystone

of the President’s campaign for
re-election this year.

Total Federal outlays under
the President’s program would
rise 5.5 ercent from the current
fiscal year, which would be
a little less than half of the
average annual growth in Fe-
deral spending in the last 10
years.

By far the largest percentaige
increase in the budget is in
the field of energy, mainly vari-
ous aspects of energy research.
Apart from defense, there are
also sizable increase in outlays
in a few other areas, such
as mass transit grants and wa-
ter pollution grants, which
chiefly reflect the “momentum’’
of programs started in the rela-
tively recent past rather than
a higher level of new commit-
ments.

Social Seciruty shows a typi-
cally large increase of about
.$10 billion, reflecting ever-lar-
iger benefit rolls and an auto-
imatic cost-of-living increase
due next July 1. Unlike last
iyear, the President proposed
no limitation, or “cap,” on the
amount of this increase.

He did, however, propose a
change 'in the law- affecting
Federal civilian employee and
military retirement to eliminate
an extra “bonus” of an annual
Increase of 1 percent beyond
the percentage rise in the cost
of living.
~ There would be no change
In  Social Security benefits
apart from several “fringe”
proposals, which could have!
isizable effect for a limited!
number of pensons, However,
the President did propose to
correot what is almost univer-
sally recognized as a flaw in
the law that ould lead uninten-
tionally to large benefits 15.
or 20 years from now. J !

The flaw arose in the drafting
of the legislation in 1972 that
itied benefits to the cost of
living. Last year’s report of
the Social Security advisory
committee unanimously recom-
mended that it be corrected,
though the committee divided
on a number of other issues.

Although there was obvious
restraint throughout the budg-
et, some programs received
moderate increases, including
such areas as the effort to
reduce the number of illegal
.aliens, cash grants to needy
college students, Indian health
programs and the National!
Science Foundation. '

I

The President kept weirare
out of his new system of “block
grants” for other social-type of
programs, and he again put off
proposing any major welfare re-
form. But he-did “ask ‘Congress:
for new: authority.to alter bene-
fit levels-and formulas for wels
fare and related programs, with |
Congress having the right of |
veto over any change. i




