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Title I, in particular, suffers from this defect, since
it provides funds for public works which will be utilized,
given lead times for such projects, in years when the economic
recovery is much stronger and when the projects could be
inflationary. Title I's provision for 100% federal grants
also eliminates incentives for recipients to carefully select
and monitor proposed projects or to weigh the value of the
project against competing local priorities. Finally, Title I
is in effect a categorical public works program, introduced
when the Administration had been consolidating such programs.

Title II, which is a public service employment program,
bases its fund allocations in part on the basis of taxes
raised locally, which means cities and States receive aid
based on what they spend, not what they need. More funds
would be provided to those local governments with higher tax
bases, including many which plan to run surpluses in 1976,
and to those which have been least efficient in holding down
costs. Title II could also encourage escalation in local
public employee wage settlements, since in effect part of
the cost would be paid by the Federal government, as long as
" the overall. unemployment rate remains above 6%. .-Nor is there
any workable mechanism in the bill to ensure that State and
local governments, as intended, will spend the money either
to create useful and substantial jobs, or to prevent layoffs
of essential public employees and maintain the current level
of public services. Such public service employment programs
often merely substitute federally funded employment for jobs
that would have been funded by local revenues anyway, thus
adding few net jobs. This may result partially from the
limited capacity of local government to rapidly absorb new
employees. Finally, it is often extremely difficult to
terminate a public service employment program when the need
for it is over, since termination could mean politically
explosive layoffs of public employees.

Title III has some of the same weaknesses as Title I.
It is a categorical program very similar to prior such
programs, which have proven ineffective. The EDA amendments
envision a program strikingly similar to Urban Renewal which
was terminated because it was devastatingly harmful to the
social and economic fabric of cities, and was consolidated
into the Community Development Block Grant program, which
provides a better means of assisting the cities.



Title III also subverts the purpose of EDA both program-
matically and geographically. EDA's role is to provide
development assistance to those regions and communities which
have chronic unemployment resulting from the lack of economic
infrastructure, not as a result of a temporal recession.
Hence, EDA's attention would be directed away from its
historical constituency of rural communities, which are
undergoing financial problems as a result of the recession,
to a very different urban clientele.

While H.R. 5247 is deficient in many respects, it does.
attempt to address, albeit in a confused and inadequate
fashion, a major problem of many local governments, partic-
ularly large cities. While general economic recovery will
aid state and local governments in balancing their budgets
and in continuing to provide services, there are still many
cities which have been hard hit by the recession and which
will be particularly slow to emerge from it. These are
cities which suffer from economic decline generally, hence
were especially vulnerable to the effects of the recent
recession, which superimposed cyclical fiscal problems upon
their long-term economic problems... This has created. fiscal
difficulties on a continuing basis and trapped these cities
in a vicious cycle in which they must either raise taxes or
reduce services, in either case exacerbating the economic
decline which originally generated the fiscal problems.

These cities are typically older, larger central cities,
particularly in the Northeast and Midwest, although there
are an increasing number of cities in the West and South with
such characteristics. These cities generally have been _
losing both middle income population and private employment,
have large poverty populations and are small relative to
their suburban areas. They face higher per capita costs of
providing services to a population which increasingly needs
- their services, but which cannot generate the required tax
revenues.



II. Proposed Alternative to H.R. 5247

A. Program Description

HUD's proposed assistance program is based on the
concept of providing temporary financial assistance to those
local governments which most need it, when their already
serious fiscal problems are exacerbated by a recession.

B. Recipients

Funds would be provided only to cities with more
than 50,000 population, since these are the cities which
face the most severe fiscal problems on both a short-term -
and long-term basis. Small units of government would be
funded through the states because of the administrative
problems of our determining their relative needs.

C. Trigger and Allocation Formula

—— —— — ——

: The program would be activated only when the national
unemployment rate was over 7% for ‘a calendar quarter. At that
time, funds would be provided for the following four calendar
quarters only in those large cities which have unemployment
rates at or above 8%. These cities would receive a pro-rata
share of $10 million per quarter, for each .1% that the
national unemployment rate exceeded 7%. For example, the un-
employment rate for the fourth quarter of 1975 was 8.3%. Funds
would be provided, beginning in the second quarter of 1976, in
the amount of $130 million per quarter, or $520 million per
vear, for as long as the unemployment rate remained at 8.3%
(1.3% above the 7% trigger). Each city with an unemployment
rate at or above 8% would receive funds in direct proportion
to its share of the total number of persons unemployed above
8%. If the national unemployment rate falls to 8.0% in the
first quarter of 1976, then the funds to be allocated would be
reduced to $100 million per quarter or $400 million per year,
beginning in the third quarter of 1976.



In the alternative, funding could be provided at the
rate of $15 million per quarter, for each .1% that the national
unemployment rate exceeded 7%. Under this alternative, funds
would be provided, beginning in the second quarter of 1976, in
the amount of $195 million per quarter, or $780 million per
‘year, for as long as the national unemployment rate remained at
8.3% (1.3% above the 7% trigger). Each city with an unemploy-
ment rate at or above 8% would receive, at this higher funding
level, the same proportion of funds available as it would
receive at the lower funding level. If the national unemploy-
ment rate falls to 8.0% in the first quarter of 1976, then the
funds to be allocated at this higher level of funding would be
reduced to $150 million per quarter, or $600 million per year,
beginning in the third quarter of 1976.

Individual cities would become eligible under either
formula for funds on a quarterly basis and receive funding only
while their unemployment rates were above 8%. Thus, as the
economy improves, the total -amount of funds available, and the
number of cities receiving funds, would decline from quarter to
quarter. ' .

A fund equaling 25% of the funds available in any
quarter would be distributed to states with an unemployment
rate of over 8% in areas lying outside cities of 50,000. The
states would be required to distribute those funds to communities
of under 50,000 with unemployment rates (using locally derived
estimates) of over 8% and suffering serious fiscal problems.

D. Program Administration

These assistance grants would be administered with a
minimum of additional Federal or local bureaucratic expense by
using an existing administrative structure. Virtually all
cities who would be potentially eligible for assistance under
this program are already operating community development and
housing programs under the Housing and Community Development
Act of 1974. The Community Development Block Grant Program
requires recipients to develop a comprehensive three-year plan
and an annual application for funds, which is reviewed and
monitored by the Department of Housing and Urban Development.
In addition, each recipient has an on-going planning and manage-
ment structure to operate its programs.



Grants made each quarter to eligible cities would
flow into their community development program, subject to
the same statutory and regulatory constraints as the regular
block grant program. Each quarter, cities would be notified
of their eligibility for emergency stipend. In order to
receive the funds, the city would submit a brief statement
of its planned use of that quarter's funding, simply refer-
encing its HUD-approved community development application.
Activities (as in the Community Development Block Grant dis-—
cretionary program) must be those which can be completed
with this temporary bi-annual grant or other identifiable
available funds (including Community Development Block Grants).
Their next annual application and performance report for block
grant funds would explain how the additional funds were
utilized, either through an acceleration or augmentation of
activities already planned, or, in some instances, in addi-
tional community development activity which had not previously
received support because of a lack of funds. Post hoc Federal
audit and monitoring of grant expenditures would be a part of
HUD's routine administration of the block grant program.

"E. . Advantages_"’ ,..1_-1,1_"" . -

This proposal has several fundamental advantages:

(1) It is focused both geographically and temporarily
on specific, severe urban problems. It is a
measure to provide emergency relief only to those
local governments with high unemployment, who are
having a particularly hard time recovering from
the recession. Unemployment is a reasonable and
accessible means of identifying cities facing
such serious fiscal problems.

(2) The proposal is aimed at cities with continuing
and systemic economic problems which make their
participation in the general economic recovery
most difficult. Individual cities which experi-
ence economic recovery and improved employment
conditions before the program phases out will
have their own supplemental funding reduced or
eliminated as their economic condition improves.



(3)

(4)

(5)

(6)

(7)

The national economic recovery anticipated in
1976 and 1977 will phase the entire program out
automatically as the national unemployment rate
drops below 7%.

The program is inherently temporary; it carries

no implication of being a continuing "entitlement,"
and by its quarterly allocation of funds mitigates.
against any long-term reliance on or anticipation
of future funding.

Directing supplementary funding into community
development programs at the local level is respon-
sive to the special problems of these cities. 1In
addition to stimulating the local economy with

"new” money, the supplement will allow the recip-
ients to accelerate community development activities
and meet needs which are all the more pressing
because of local unemployment and lagging municipal
revenues. For example, they can undertake economic
development initiatives to attract and keep industry,
stablize and preserve-declining neighborhoods which
threaten to become even larger public burdens, and
rehabilitate existing housing stock for improved
living conditions for residents. All of these
activities treat the economic base deficiencies
which are at the root of most urban problems, and
should contribute to overall recovery in those
cities which tend to fall into recession more
deeply, and to come out of it more slowly.

Unlike the pending legislation, however, it should
not encourage additional local government spending
by basing the allocation formula on local fiscal
effort or local taxes. '

The higher trigger will allow an earlier phase-out
and the lower level of funding envisioned will
result in far lower costs than the pending legislation.



(8)

(9)

(10)

Use of the existing Community Development Block
Grant administrative structure at the Federal
and local level also contributes to the attrac-
tiveness of this proposal. First, it is cost~
effective and efficient in that virtually all
appropriations for the program will go directly
to recipient governments for community develop-
ment efforts already planned, thus greatly
reducing start-up time and administrative costs
and increasing the city's capacity to absorb
and use its incremental funds. Second, the
Community Development mechanism provides the
recipient community with the ability to weigh
competing priorities and the responsibility to
carefully assess potential uses for their Federal
funds. Third, by avoiding the creation of a new
bureaucracy at the Federal or local level, it
minimizes start-up costs or delays, preserves
the temporary character of the program, and
avoids the problem of disruption which often
occurs when Federal funds are discontinued.

The Community Development program already has an
administrative infrastructure, at the Federal
and local level, to assure compliance with other
related Federal laws, such as National Environ-
mental Protection Agency, relocation and anti-
discrimination provisions.

The Community Development Block Grant Program
was conceived and designed to meet the needs

of our urban areas while learning from the
mistakes of the old categorical programs. By
building on this on-going program, the proposed
supplementary grant can take advantage of those
elements which make it a sound urban program.
The wide scope of eligible activities and the
broad discretion allowed recipients in setting
local priorities makes it easy for cities to make
effective use of the funds.



(11) Based on our experience with the Community
Development program, a very high percentage
of the funds would be spent on activities
which provide jobs in the private sector
rather than creating long-term obligations
for financially strapped local governments
by swelling public payrolls.

(12) If, as presently anticipated, the economy
continues to recover and interest rates fall,
the cost of government borrowing would
decrease and the Administration could remain
within its budget target of $395 billion.



APPENDIX

The table shows approximate amounts which would be
allocated under the proposed formula, for the 20 cities
receiving the largest awards. The figures are based on
first quarter 1975 U.S. Department of Labor unemployment
figures and on 1970 Census labor force totals for the
- cities over 50;000 popﬁlation with 8% or mbre unemployment.
If the proposed legislation weré enacted, current labor
force data would be used, so_the actual grant amqpnts
wouid differ siighti& froﬁ tﬁé éiéﬁfesriﬁ the-£a£ie.. A

total of 243 cities would be eligible for aid.



Allocation | Allocation Allocation

under under under CDBG

$10 million $15 million formula Allocation Unemployment Unemploy-

per 1/10% per 1/10% in Title II FY 1975 ment

formula formula of HR 5247 Percent No. over B%

($ mill.) ($ mill.) ($ mill.) ($ mill.) :
New York 51.4 77.1 137.8 102.2 10.5% 351,000 117,000
Los Angeles 20.8 31.2 20.3 38.6 10.7 134,000 46,000
Chicago 9.8 14.7 18.6 43.2 9.1 132,000 31,000
Detroit 50.6 75.9 38.0 34.2 21.6 131,000 88,000
Philadelphia - 14.9 22.4 21.5 - 60.8 11.0 89,000 32,000
Baltimore 6.2 9.3 5.2 32.7 10.7 40,000 13,000
San Francisco . 5.4 8.1 10.5 28.8 10.5 37,000 12,000
Boston 8.3 12,5 16.0 32.1 12.8 36,000 16,000
San Diego 4.6 6.9 2.9 ' 9.1 10.4 32,000 11,000
St. Louis 7.5 11.3 8.6 15,2 12,9 32,000 15,000
Buffalo ‘ 9.6 14.4 6.6 ' 11.7 16.5 30,000 17,000
Milwaukee 2.7 4.1 2.5 13.4 9.4 29,000 7,500
Cleveland C 2.8 4.2 3.2 16.1 9.5 29,000 7,600
Atlanta , 6.3 . 9.5 3.6 18.8  12.7 28,000 13,000
Indianapolié 1.0 1.5 2.8 13.9 8.5 27,000 4,700
Phoenix - 3.4 5.1 2.5 2.6 10.3 25,000 8,000
Seattle - o 0.9 ' 1.4 | 2.0 11.6 8.6 21,000 4,000
Kansas City, Mo. 2.0 3.0 3.4 17.9 9.5 21,000 5,600
New QOrleans 2.0 ' 3.0 3.0 14.8 9.5 21,000 5,600

', Pittsburgh 2.5 3.8 » 2.7 16.4 10.0 20,000 6,100



REQUEST

\“ .
THE WHITE HOUSE
WASHINGTON
January 14, 1976
MEMORANDUM FOR JIM CANNON
FROM PAUL MYER
SUBJECT: Countercyclical Aid Legislation

Per your request of yesterday evening, attached are the perti-
nent documents relating to the Administration's review of
countercyclical aid legislation. This legislation, now part
of the Public Works Bill Conference Report (H. R. 5247), has
been overwhelmingly approved by the Senate and awaits House
action. An early House vote on this Conference Report is
anticipated.

On July 10, 1975, at a White House meeting, Mayor Landrieu

and other representatives of the Conference of Mayors were
promised a review of the Administration's position on counter-
cyclical aid legislation. This matter has been pending in

EPB since that time. To date, Mayor Landrieu has not received
an official response from the Administration. A draft letter
has been prepared by Treasury and OMB. While we had urged
delay while the conferees attempted to gain agreement, there
is no longer any reason to hold off. 1In fact, should and must
be sent. As I indicated to you last night, the dispatch of
this letter has now been delayed due to an apparent dispute
over who should sign the letter. Simon apparently refuses to
sign the letter and feels that Jim Lynn is the more appropriate
signator.

While the Conference of Mayors awaits a formal response,
Treasury has sent to the House Government Operations Committee
their views and position opposing the countercyclical aid
bill. This letter was approved by OMB.

As you know, the combined Public Works/Countercyclical Aid
Bill represents a likely veto target. In addition to fulfilling



-

our commitment to Moon Landrieu, a decision must also be
made on the extent to which the White House will actively
lobby against inclusion of the countercyclical aid provision.
It is likely that a separate vote on the House Floor could
be obtained when the Conference Report is considered. The
manner in which this is handled could effect GRS renewal.

Attachments
1. Request of USCM for review of the Administration's
position
2. Proposed draft response
3. Treasury report to Congress on countercyclical
aid bill

4, Cannon memo to Seidman
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UNITED STATES CONFERENCE OF MIAYORS

1620 EYE STREET, NORTHWEST
WasnHiNGcgTOoN, D. C. 20006
July 14, 1975

®
The Honorable William E. Simon
Secretary, Despartment of Treasury
Treasury Building
15th and Pennsylvania Ave, N.W.
Room 3330

Washington, D.C. 20220
Dzar Mr. Secretary:
On behalf of the Conferencs of Mayors' President,

Mayor Landrieu, please accept cur despsast appraciation
for the opportunity that we had to meet with you at
the White House on Thursday, July 10.

Fayors Landrieu, Perk, Mavors attending the White Hou
meeting and other Mayors tnroaﬁhout the nation, are
encouraged that the Administration has agreasd to pl
the Conference of lMayors's proposal for Anti-Recoss
Fiscel Assistance- as outlined in the Muskie-Brock
legislation—- onthe agenda oI the President's Econonic
Council this week. After the naeLlnq on Thursday,
Landrieu and Perk asked me to contac t you. Following
our phone conversation on Saturday morning, I am sub-
mitting, attached herewith, cur report to you for the
pL*pose of placing our pro“oDal on your ag=snda as you
et this week. <
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Mavoxr

As you know, the Senate Committee on Governmznt Opszrat:
plans to meet this week to rezport out the Intergovernzs:
Anti-Recession Assistance Act (Muskie-Brock legislatio=x
It is our present understanding that the Congress plans
to recess for the month of August. A favorable recon-
nendation from you and your colleagues to President Fe-
this week would provide cab e@gsential support w2 need
from the Administration gt #HZ}\CII ical time in provi:
the fiscal assistance {he ClLl&% ncad throughout the

nation.



The Honorable Wililam Lk, >1itoil
Page Two
July 14, 1975

Please be assured that the nation's Mayors, and the
Conference staff stand ready to assist you and your
colleagu=s in any way possible during your deliberations
this week.

Again, on behalf of the nation's Mayors, we appreciate
your concarn and are hopeful to hear from you on this
vital matter as soon as possible.

Sincerely,

- g
‘!A@tﬁyﬁ.—u’ { 5 M_A

J.! Thomas Cochran

Deputy Executive Director

-

Encl.
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As OMB Director Lynn and I agreed when we met at the Yhite House with
mayors from around the Mation on July 10, the Administration has carefully
reassessed its policy position with respect to the countercyclical
assistance pronosal now pending before the Conaress. As Chairman of the
Economic Policy Board, I would like to report to you on that reassessment.
Our evaluation has led us to conclude that we should continue to opoose the
prasant proposal. Mhile we rezalize that the funds that would be provided
to local and state gavernments meeting the criteria set forth in the
proposed legislation ‘would be of substantial benefit to many of them in
responding to difficult fiscal situations which they face, we believe that
the program's benefits are outweighted by other considerations that pertain
to both the impact of the proposal on the national economy and the merits
of the way the program is designed to operate.

Dear Mayor Landrieu:

-

It is our view that specific Federal actions directed toward ach1ev1ng
economic recovery and mitigating the effects of unemployment provide a better
approach toward correcting the fiscal difficulties faced by state and Tocal
governments because these actions would ameliorate the underlying reasons
for the problems that exist. Federal initiatives, such as extendead
unenn]ojnenL compensation and tax reduction, will be much more effective
in achieving economic recovery than would setting up a broad, automatic
intergovernmental assistance program.

Enactment of countercyclical assistance as a new spending program, in
addition to those resources already committed in our attempt to return to
economic stability, would both further add to the serious Federal deficits
we tace this year and next year and, at the same time, pose significant
risks of causing overstimulation. Because the program would have to be
financed by new Federal borrowing, its enactment would, together with the
other pressures toward greater spending, create 1ntolerab1e risks of driving
up interest rates and discouraging much needed private investment. For
example, heavier Treasury borrowing could easily attract funds away from
thrift institutions, thereby reducing the availability of mortgage credit
and retarding activity in the residential construction sector.

It is our conclusion the intergovernmental assistance proposal pending
in Congress does not deal with the problem it is intendad to address as
equitably or efficiently as it should. There is always a wide variation in
the revenue and expenditure outloock facing individual state and local govern-
nents, and the local unemployment rate does not necessarily reflect a
jurisdiction's fiscal outlook. Even today, many localities are able to
maintain full municipal services without finding it necessary to raise taxes.
Under the propcsal, hcwever, such local governments vould be entitled to
receive Federal grants. Moreover, sufficient distinction is not made between
cormunities on the basis of either tax effort or tax structure. A State or
city with a lcw income level that taxed its own citizens heavily to maintain
serv1cns would not get a higher level o7 benefits than would a wealthier
Jurisdiction that put forth a relatively lower tax effort.
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Other aspects of the bill also trouble us. For example, the measure
would add one more uncontrollable program to the Budget, reducing both the
President's and Congress' flexibility. WWith regard to state and local
budgetary planning, countercyclical grents would, in may instances, be
built into local government base programs and would place such programs
in deficit status when the grants were phased out, to the extent that local
revenues did not increase as employment increased.

We are sympathetic to the plight of state and local governments faced
with fiscal crisis because of unemployment and recession. Ve racogniza
that governments haye had to cut services being provided to their citizens
and to increase tax hurdens in order to respond to conditions that they are
facing. At the same time, we do not believe that the countercyclical proposal
which would represent nearly $2 billion in new Fed2ral spending on top of the
more than $60 billion now going annually into grants-in-aid to state and local
governments, is a desirable approach to resolve these problems. The funds_
that would be distributed to individual communities would certainly be of
benefit to them. However, because Tunds would be distributed widely, the
proposal would probably not make a critical difference to the fiscal survival
of any of them. Fer—exemples—theTatest—estimates—show—that—the—eityof
€hicago wentd—reeetve—about—$5—mitiiomamuat—if countercyclical
assistance-wepre—tote—enacted: Wh%%e—vne—FeeeTpt—Uf‘SUCT”Hn"HFUun%-HSHld
be_helpful, 4t-weutdmot—go very Tar immesting—thicago s—problass.
contrast, viewing thinas from the Federal perspective, it is our conc1u510n
that adding to deficit spending could have a very adverse impact on the
economic recovery necessary for all segments of our economy, including
local governments, to again prosper.

The Administration has already announced its vigorous.support for the
extension of the General Revenue Sharing program. He believe that this
program, which currently provides over $6 billion a year to state and
local governments, is effective in providing a reasonable level of general
fiscal assistance to governments throughout the Nation. When considered
along with categorical and block grants presently going to state and local
governments, we feel that the total amount of Federal aid committed under
existing programs, more than $60 billion during this fiscal year, is the
maximum that we can responsibly provide, given the econcmic and fiscal
conditions we face.

®

Sincerely yours,

Chairman of the Economic
Policy Board

The Honorable— /‘/l oot Lppodaisy
Mayor of New Orleans

President
*Conference of Mayors

1620 1 Street, H.Y.

Washington, D.C. 20006
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not necessarily reflect a jurisdiction's fiscal outlook.
Even today, riany localities are able to maintain full munic-
ipal services without finding it necessary to raise taxes.
Under the proposals, Lovever, such local governrents would
be entitled to reccivc Fadcral grants., State-~local govern-
ments historically have tended to accumulate budgetary
reserves in gecod vears to allow them to maintain expendi~
tures (without HQ]O‘ tax increases) in baa years. If they
no longer need tp be as provident because of Federal
countercyclical aid, they will raise expenditures in good

as well as bad years. The net effect of these programs
could, therefcre, ke an cxpun°lon of State and local govern-
ment epenaing without mucihh effect on the stability of such
spending.

Even with regard to those governments that would need
aid to maintain services, sufficient distinction is not niage
between communities on the basis of either tax cffort or ta
structure. & State or city with a low incone level that
taxed its owvn citizens heavily to maintain cervices would
not get a higher level of benefits than vwould a wealthier
jurisdiction that put forth a relatively lower tax effort.

Otherx aspects of the bills also trouble us. For exannlc.
the moessurar woild sdd Sne FHors WnEentrollasic Sfcgion o
the Budoet, reducing bsth the *esident‘s and COﬁrrcss'

flexibilitv.

1 spending and has advocated a Fedar 11 budget

s

‘he Pregident is coomitted to restrainir the
A rade

rowth of Federa

;,‘I-*r-’l:'}

¢f 5385 billi for f£izcal year 1577. This is a crucial
first step to uru balancing the budget in three years. With
regard to o,atc and local budaestary planning, counter cyclicsal
grants wonld, in many instances, be built into local covern-
pant-baned pro raixe ané would rlace zuch vrogroms in deficit
status whean the ara.ts wore phassz out, to the extent that
local revenues did not incirease as employment increased.

The Department i3 sympathetic to the plight of State and
local goveraments faced with fiscal crisis because cf unsa-
ployment and recessicn. We recognize that governments have
had to cut.services being provided to tieir citizens and to
increase tax burdens in order to respond to conditions that
they are facing. At the same tine, we do not kelieve that
countercyclical assistance, whica would represent a substanticl
jincrease in new Federal spending on top of the about $60 bii-
lion now going 1nwu¢lly intc grants-in-aid to State and
local governments, is a desiraple approach to resolve these
preblems., The funds that would Le distributed to individual
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communitics would certainly be of benefit to them. Rowever,
becausce funds would be distributed widely, the proprosals
would probably not make a critical Gifference to the £iscal
survival of any oi them. In contrast, viewing things frcno
the Federal perznective, it is our conclusion that adding
to cdeficit spenuing could have a very adverse impact on the
econoniic recovery necessary for all segments of our econony,
including local governments, to again prosper.

«

The Administration has alrcady anncunced its vigorous
support for the extonsion of the General Revenue Sharing
program. We believe that that this program, waich currently
provides over $& billicn a ycar to State and local govern-
ments, is effective in providing a reasonable level of
gencral fiszcal assistance to governments througacut th
Wation. Whoen considered along with categorical and block
grants presently going to State and local governments, we
feel that the total amount of Federal aid ccusmaitted underx
existing programs is the maxionen that we can responsinliy
provide, given the economic and fiscal conditions we face.

In view of the objections described above, the Department
strongly copoctas cenacitment of countercyclical assistanca

locis)ation.

The Department has been advised by the Cf£fice of

danagement and Budget that theore is no objecticn to thz sub-
nission of this report to your Comnittee and that enacwsenc

of the vronosed legislation would not be in accord with the
program of the President.

Sincerely yours,

2z B
* - —n A s B Esweae Th &

General Counsel

The Honorable

Jack Brooks, Chairman X &
Committes on Gowvernment Opexations -

liouse of Ropresentatives
Viashington, D.C. 20515




THE WHITE HOUSE

WASHINGTON

September 16, 1975

MEMORANDUM FOR: BILL SEIDMAN

FROM: JIM CANNO?

SUBJECT: Announceme of Presidential
' Countercyclical Aid Decision

I am informed that the Economic Policy Board will be
considering the announcement of the President's recent
decision on countercyclical aid. Ed Schmults' office
is drafting a letter from Secretary Simon to Mayor
Landrieu reiterating our stance.

I believe this would be a serious mistake and advise
against any announcement of that decision at this time
for the following reason:

The countercyclical aid legislation has not been sent

to conference; the bill remains at the Speaker's desk.
It is being held because the key Democrats involved
cannot agree on what to do with this legislation.
Without going into detail, the Mayors, ALF-CIO and
others are focused on serious Congressional problems--
problems representing a more formidable barrier to their
goal of attaining countercyclical aid than the position
of the Administration at the present time.

Question: Why should we announce now and give everyone
a target and excuse? Under the circumstances, the
President would be blamed for their failure to achieve
Congressional consensus on this program.

I recognize that such a decision will eventually have
to be announced. However, unless the decision must be
announced now, I urge delay.



THE WHITE HOUSE % !

WASHINGTON

January 23, 1976 / /

MEMORANDUM FOR JIM CANNON
FROM PAUL MYER
SUBJECT: Countercyclical Aid

The attached memorandum on the counter-
cyclical aid situation in the House of
Representatives requires your immediate
attention and action.

I have discussed this matter briefly with
Bob Wolthuis and at his request prepared
the memorandum. I also mentioned this
situation to both McConahey and Delaney.

Have we been able to get Landrieu the
promised response on this legislation?
See my memorandum to you of January 14,
1976.

Attachment



THE WHITE HOUSE

WASHINGTON

January 23, 1976

MEMORANDUM FOR JIM CANNON

MAX FRIEDERHSDORF
FROM PAUL MYER
SUBJECT: House Actionh on

Countercyclical Aid

As noted in previous memorandums, the House will soon be
taking up the Public Works Conference Report, H. R. 5247,
which contains a provision to provide countercyclical
assistance to State and local governments with high unem-
ployment. This Conference Report has already been over-
whelmingly approved by the Senate. House Rules Committee
consideration is scheduled on Wednesday, January 28, and
Floor action is anticipated on Thursday.

Because the countercyclical provision was approved in the
Public Works Committee Conference, bypassing the estab-
lished committee procedures in the House (no hearings or
mark-up were held by the Government Operations Committee
which has jurisdiction over this legislation), it is sub-
ject to a point of order. Although the Leadership will
seek a rule which waives points of order, an alternative
rule to allow a separate vote on this specific provision
would be more desirable and advantageous from the Presi-
dent's view. Nay votes could be attracted on both
substantive and procedural grounds.

As you know, the Admifistration is opposed to the counter-
cyclical aid bill and the total dollar amount of the Con-
ference Report makes it a likely target for a Presidential
veto. It is my strong personal view that the President

should not be faced with a veto decision on countercyclical

aid at this time. Thus, if it is possible to defeat this
provision on the House Floor, we should seek that result.
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There are a number of considerations which should be taken
into account. Given the initiative taken by the President
in his State of the Union Address with respect to renewal
of revenue sharing and the establishment of block grants,
our efforts should be directed toward building support for
his program and budget proposals. Specifically, for
example, the U. S. Conference of Mayors will be meeting in
Washington next Thursday and Friday. 1In fact, the President
will be meeting with the Mayors at the White House on that
Thursday. We hope to use these meetings to solidify the
Mayors' support for the President's legislative proposals.
However, I believe our efforts would be seriously undercut
if their major concern were a Presidential decision on
countercyclical aid -- a matter which has always been a

top priority of the U. S. Conference of Mayors. The defeat
of countercyclical aid by the House of Representatives
would remove this factor for the short term. Of course,
countercyclical aid would remain an issue and become
entangled with General Revenue Sharing renewal. However,
in the event this legislation were vetoed by the President,
we would be in the same situation. Consequently, I think
it serves both the President's long- and short-term interests
to have the House defeat countercyclical aid.



THE WHITE HOUSE a

WASHINGTON

ACTION
January 27, 1976
MEMORANDUM FOR JIM, CANNON
FROM UL MYER .
SUBJECT: House~Zctiop on
' “eountercycfical Aid
/

I went through this situation again in great
detail with Bob Wolthuis Jesterday evening.

He indicated that Max h not yet had a chance
to focus on this matter/and would discuss it
with him on Tuesday. e thought a phone call
from you would be helpful.



THE WHITE HOUSE

WASHINGTON

April 13, 1976

MEMORANDUM FOR MAX FRIEDERSDORF
JIM CANNON //
a8
FROM PAUL MYER/ '
SUBJECT: Senate Co&nter yclical
Proposal

Attached is a copy of the new Senate counter-
cyclical proposal which is to be introduced
as an amendment to the Public Works Bill

by Muskie and Long. It provides for a

$1.5 billion distribution in accordance with
the current General Revenue Sharing formula
with the addition of an unemployment factor.
The proposal meets many of the criticisms

of the previous anti-recession proposal.

cc: O'Neill
Quern
McConahey



F4th Concress

2nd Session

IN THE SENATE OF Tl. UNITID STATH!

Roferrad te the Committee on anC ordered to e printed.

Ordered to lie on the table and to be »Hrinted.

A CRDENT

Intended to ke Dropod_o o e,
to 8. 2201, a bhill to amen® #me Public Yorks and Tconomic
vevelopment Act of 1965, to increase the antirccessionary
efiactiveness of the program ané¢ for other purposes.

Viz Inmediately after the first section insort the following
cantion: -

g

ITLE I - CGEMERAL I'ROVISIO:IS

[‘:l

Redesignata sections 2 through 1é as sections 101
h2rouga 113, resrectively.

. s - ‘V L. I
2r secticn 1il3, as red=asignated Ly this amendment,

L
dad
ollowing new titl=

insert the fo
TITLY II - POTIRECHSIIMN PROVISIOTS
Findings of Fact and Daclaration of Folicy

Sec. 221. -(a) Findings - The Congress finds -~

(1) that State ani locsl goverrmants rarra2sent a
sicnificant segment of thi2 naticnal economy whiossz economic health
iz essential to national eccnonic nrosnerity;

(2) that wresaont naticnal econonic wroblems have

con81doraale hard dshins on State and local coverxnnont

Q0
3
D
u} 4l

(3) that thosz governments, because of their own
fizeal difficulties, are Leing forced te take dDudgst-related
actions whica temnd to undarmine Federal Government efforts to
stinulate thc econony:

(4) that efforts to tlnulate the economy through

reductions in Federal Government taz “ligationz are weal2nel
vacn State and local gcovernnments are Force‘l tn incrzase taxes:

(3) that th2 net effzct of Tedleral Government efforts
tu reduce unengployment tircuch pazlic service jo?s 1s substantially
lirditad 1if State an’ local q:vernuents uze ferderally financed
~ublic service cmployees to roplace regular cnclcvees that they
have neen forced to lay off -

(G) thzt efforts to stimulate the construction
induztry and requce unemploymcnt are substantially undexraired
atc an® local govern ents are forcad tC cancel or d.‘:;lay

raction of eosonulal capital »rojzects; and

(7) that efforts by thc Fad 1 Jovernment to
stimulatz the economic rocovery will be s ~tantially enhanced
Wy a rproaran of ecmwracncy Fedaral Governme nb assistance to Ctate
and local covernments to helo nrevent those governrments from
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taking hudget-related actions which undernine that Federal
Sovernnent efforts to stinulate economic racoverwv.

Financial Assistance Authorized

Zec. 202, (a) Payments to Statc and Local Governments. --The
Secretary of the Treasury (herzafter in this title referred to as
the “Secretary”) shall, in accordance with the nrovisions of this
title; rake pavrments to States and to local governments to
coordinate budget-related actions by such governmentis with Federal
Govermient effcrts to stimulate economic recovery.

(h) Autiorization ot Annrodriations. - suu)ecdi“cu Luc
provisions of subsections (c) and (G), t.ere are aunthorized to
be aptropriatei for each of the five succe=ding calendar quarters
(eginning with the calenlar quarter vhich Laazna on Julv 1, 1975)
for the parpose of paynents under tris title --

(1) ¢
(2) s
percentace points
unemnloyment for th
months before the b
percent.

000,020 nlus
,u)ﬂ 300 Fﬂ]ulﬁllnd by the number of one-ten:i:l
wigcia the rate of secasonally adjusted nationa
nost reca :nt calendar quartsr whica 2nfed thre
innine of such calendar q_arter exceeded €

1
b

25
2
¥
e
aird
(c) In no case shall tne agarpcatn amount autharlzed to be
approrriated under &’ e.nrov1,ion; of s eanciin ‘ jre

salendar cuarters -eglnnlng with the calendar g -ar r which hegins
July 1, 1276, exceed §1,375,030C,390. .

(i) Termination. -~ !0 amount is authorized to be approwriad
ed unuzr tae nrovisions of <qucctlon (::) fOL any CaLLnJar
Jjuarter if ~-

(1) the uveragﬁ rate of national unemnloyment durAnq
the nost racent ca lendar c¢uartiter whic™- ended 3 ronths before the
seginning of such ‘calenfar guarter 4id not -excced & percent, anc

(2) the rate of national unc nnloyrcnt for the last
montin of the most recent calendar ouartar which ended 3 months
Lefors the beginning ‘'of such calendar c"art9r 2id not exceed 5
percent.

ALLOCATION

%)

Sec., 203. (a) Reservations. —-—

(1) ~=Flicibkle States. -~ The Secrztary shall reserve
cne—~thir2 of the anountz anpropriated pursuant to authorization
under section 252 for each calendar cuarter for the purvoss of
making payments to eligible State governments under subsection (b

(2) Eligihle Units of lLocal Goverament. ~-- The
Secretary hall resarve two-thiras of zuch amounts Lo ror the nurocs
of nak 1rg nayments to el:alnle unlts of local coverrrent under
su*sec;éon (c).

(b) State Allocation. ~-

(1) In General. -- The Sccretary shall allocate fror
amounts rasexved unier sucsection (a) (1) an amount for the purpos
of naklng payments to each State equal to the total amount resery
under subsection (a) (1) for the Calcncar aquarter multiplied hv
the gnnllcagle Stahe ne“ccntoge.

(2) Amnlica'le State Percentage. -- For purooses
of this subsection, the apcnlicakle Ctate percantage is equal to
the cuotient resulting from tae division of the oroduct of --




§ -

_sun of - such

,‘nu;tlwlln’ bv'

(3) . 5éflnitions, -~ For the purnoses of this section ~--
United 5 ates*‘ TN -

is ewual o &tha Gif

(~) the Staie evcess amnloynent percentage,

"y {T) . the £tate revenue sharing arount by the
pro"ucts .or axl the States. o

- T 4
el N ) e DA B

Y(A)' a. term “State - means each State of the

(:_. ) the 2ee

- TR %

»

e excess uvnenmploviment percertaga
exance resulting frOﬂ the suahtrac-
tion of 4.5 nercentage points €ron th tate uner=lov-

ik

'm-nL rate for that State but shall not e less than zero.

(C) the State unemnrlovment rate is ecgual to the

rate of unemplcvront in the 1tat~ Aurine the annro-
priata calendar cuarter; as -“eterminasd bv the Secretarv
of Lakor anti re:or+e¢ o Lﬁo Sncrb tary- and

. (D) tae Stgto revenus siaring amcunt is the
anount Getarmined under szction 107 of the State and
Local Fiscal Aszistance Act of 1972 for the one ynar
neriod haginning‘on-ualy 1, 1975.: b TR

(c).vLocal,deérnnenﬁfA;tp,atlon. ~--

o

o gy

amounts reserved und
of r"Plnc naymerts ‘tc each local governnznt, subject to the nro-
vicions of »aragraphs (3) and (3). equal to the total arount
resarved under such subsecition for calandar cuarter nultinlied bv
—;tne-*ocal:jovelnneng_percentag“

v, '

this subsaction, the local gcocvernment paricantacz is egual to the
guctient re:ultlng fror the civision of the proiuct of. --

v

zall.’ “~ WHe Secretary szhall elloc te freo™
uosection (a)(Z) an amount for ‘the »urros~2

(1) In Sene
er

-

( 8 Local ﬂovc;r rent Percantage. w- For ournoses of

-3 A The local excessz unemploynent percantaae
nultipliei o34 e I e {

! 3 ", oy e

s (J) the local revenue’ staring. armount

bv the suw’ of suc& products fob_agltlocal governments.

we

. b ¥
- (3)  Spec

'Ut&m\_.

State which ar treatﬂa_ag tnough they are -one local
governrient undar subnaragranh (1) an amcunt determined

. such. State,

.-

al Rule,. =& 7. ot : A

e

(K) ror PULDOS es of 3aranrg e (1) ana (2) -

11 loczl goveinnrents -vithin the jurisdiction of a
’at: other than idantifialle 1ocal geovernrants shall
treated as t%ouﬂh tﬁey viere one local oovernnent.

(2) The Sacretary shall °at aside from the arount
dllocated un de .pa agranh (1) 0- ta*o subsactlon for

under subnaracraph (C) for thz nurnose of making
waym,ﬁt~'*o each local aovernment, other than identi-
fiable local governments within the iunrisdiction of

- {C) The amount se: asidz for the wur-ose of
a2iiing paynents to cach local- covernment..other than
‘un iCentifialle local goverunient, within the ]urlsﬂ1c~
ion of a »_apn uncer guknararranﬁ ( ) "Hall e ~--




(i) eoual to the total amount allocated

under paragraph (1) of this subsection for all
-local governments within, the jurisdiction of

such State which are treated as though they are
one local government under subparaqraph (A)
multiplied by the local government percentage
as defined in paraqranh (2) (determined without
regard +o thie parenthetical phrases at the end of
paragraphs (4), (B), and (C) of this suksection).
unless ,

the effective date of this title,
. (11) such State submits, within 30 days, after/
an allocation plan which has beesn approved hy
the State legislature and,whlch meets the
requirements set forth in section Zdﬁ(a), and is
> it approved by the Secretary under the provisicns
‘ = of section 206 (b) . :
! (D) If local uneMployment rate data (as deflned
in naraaranh (2) (E) of tMis subsaction without regard to tha
X parantnetlcal vhrase at the end of such definiticn) for a local
'gove;pnent juris iiction is unavailable to the Secretary for
purposes’ of determining the amount to. be set aside for such
governnent under subparagraph (C) then the Secretary shall
determine such arount under subparagraph (C) by using the
local unemployment rate determined under the parenthetical
phrase of subsection'(#)(a) for all local covernments in
such State treated as one jurisdiction under paraaraph (A)
of “this subsection (unless bhetter unomoloynent rate oata,
certlfled Ly the °ecre+ary of Labor, is available.

(') ‘Definitions. f--For_purpqses of this subsection--

(A) the local excess unempnloyment percentage
is equal to the difference resulting from the subraction
of 4.5 percentage points from the local unenoloyment rate
but shall not be less than zero:;

. {2) the local unemployment rate is equal to
the rate of unecmployment in the jurisdiction of the local
government during the approprlaue calendar quarter, as
determined by the Secretary of Labor. anc reported to the Sec-
retary (in the caseé of local governuents treated as one local
government under paradraph (3) (A), the local ‘unemployment
rate shall be the unenployment rate of the State adjusted
by excluding consideration of unemnloyment and of the labor
“force within:identifiable local governmants: other than
county governmentsf withiﬁ the jurisdiction of that State):

(C) the. local revenue sharing amount is the
anount determined under section 108 of the State ané Local
Fiscal Assistance Act of 1¢72 for the one year neriod bkegin-
ning on July 1, ‘1675 (and in the case of local governnments
treated as one local government under naragranh (3) (A), the
local revenue sharing amount shall be the sum of the local

rever:2 sharina emcunts of all slizitle lccal acvernmznts within the
State; adjusted by excluding an amount equal to the sum
of the local revenue snarlng amounts of identifiable local
governments within the jurisdiction of that State):

(D) the term “identifiable local government”
"means a unit of general Local government for which the
Secretary of Labor has made a determination concerning the
rate of unenployment for purposes of title II or title VI
of the Comprehensive Ennloynent and Training Act of 1973
during the current or preceding fiscal year: and

(E) the term “local government” means the
qgovernnent of a county, nunicipality, tovnship, or other
unit of government below the Statz which ~-




(i) 1is a unit of ‘general qovernnent
(determined on the basis of the: ‘same nrincinles
as are usa¢ by the Social and Fcononic Statistics

‘Adnlnlstratl for qeneral otatl tlcal nurooses),
and -

- -
i

-

R performa suhstantlal govnrnneqtal
functions. Such term includes ‘the District -
of Colunbia ‘and also includés the recognized
governing body of an Indian tribe of Alaskan
native village which performs substantial
‘governmerital fiunctions. £uch term does not
include the government of-a ‘township arca unless
such noverﬁrent nnrforms oucstantlal governmental
functions. - - 3
For the purpose of paragraph (4) (D), the Secretary of
Labor shall, notwithstandinc any other provision of law, continue
to make determinations with resnect to the rate of unemnloyment
for the purposes of sucn titleVI.

. s »
Nl 3 y § e

(5) <cpecial Limitation -- if the amount which would
be allocated to anj unit of local governsient under this subsection
is less than 5100, t.en no anount shall be allocated for such
unit of local government under this subsection.

Uses of Pavnents § %
Sec. 204. Each Stafe and 100&1 government sha11 use navnnnts nade
under this title for the maintenance of basic services custonarily
provided to persons in that Statn or in the area under the juris-
diction of that local gcvernm~h%, as the case nay bhe State and
.local covernments imay not uce energancy suoport grants nace uncer
this title for. the acquisition of supplies and materials and for
construction unless such dellEa and naterlals or construction are
to maintain basic service

U:

. 4

- . r

Stateront of Assurances

.

Sec. 205. Lach State and unit of local government may receive
paynents under this title only unon filinog with the qecretarv, at
3uch time and in such manner as the Cecretary prescribes by rule,

&z statenment of as "urances. Such rules shall” he prescribed hy the
°°crmta”y not-later than 20 days after the ef ffective date of this
title. he Secretary riay not require any State or local government
tc file morz than one such staterent during =zach f£iscal year. Tach
such statement shall contain --

: (1) an assurance *hgt nayments made undcr this title
to tiae State or local governnent will be usecd for the maintenance.
to the extent nractlcal of levels of public employment ard of
basic services custonarx’v provided to Bersons in that State or

in the area under the jurisdiction of that unit of local government
which is consistent with the provisions of section 204;

(2) an assurance that the State or unit of local
governnent will -~

(A) use fiscal, accountinq,'and audit nrocedures
waich conform to qguidelinzc established therefor Ly the Secretary

(after consultation w7ith ‘the Comptroller General of the Unlteﬂ
States), and

() vprovide to the Secretary (and to the
Conmztroller General of the Tnited States), on reasonable: notice,
access to, anad the right to examine, such booPs, documents, papers,
or records as the Secretary may reasonably require for purmoses of
reviewing compliance with this +itle;
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; (3) an assurance that rzasonable revorts will ke
- furnished to the Secretary in such form and contalnlng such
.information as the Secretary rmay reasonably require to carry
out the purposes of this title and that such report shall he
paollshed in a newspaper of general circulation in the Jurlsdlctlon
of such government unless the cost of such publication is excessive
in relation to the amount of the payments received by such covern-
ment under this title or cther means of. publicizing such renort
is more apbronrlate in which case such report shall be publicized
pursuant to rules. prescrlbed y the Secretary ‘ ;

.~Juq (4) an assurance tﬁat the req uifémeﬁts of éé;tion
206 will be .complied w1th,. i il 8 b TS
o« ~{5) an assurance*that the fequirementé af‘section
207 vlll be comolled u1th- . §

e 8 ,;:.
.
£y

(6) -an: assurancn that the reguirements of -sectinn
208 "111 be complied with; - o oo =
(/) ‘an assuranc® that the State or’ unlt of local :
government will emicn’ any payment it receives undex this titlel
hefore tne end of the C~Cc1=nuarrnontn period which bhegins on
the Lay after the Gate on vhlcH such "tane or local. covcrnwent
receives such payment. -and- - 5 N R S g s
() an assurance,that the :State or unit of local _
gOVﬂrnﬁent v1ll spend ancunts received under this titlie only in .
accordance with the lays and orocedures anplicable to the
oxpenaltu;e of its oyn revenues. fe e . : :

i.'r' thlonal dllocaticr Plans

P

{a) State Allocatlon Plans Lor Purposes of Secti§h‘203(¢)(3).

-

A State may file an allocation plan with the fecretary for pur-
poses of sectuxeOBkﬂ(3)«n (ii) at such time. in such manner, .an-’
coptaining such information as the Secretary may require by rule.-’
Such rules shall be provided by the Secretary not later than 60
days of the effective date of this title.. Such-allocation nlan
snall neet the: follo ing rccuiremants: : . ;: '

e (L) the crltarla for allocatlon of amountf amono
“the local covernments within the &tate shall be consistent with-

Zie allocation formula for local oovernrents under section
2.;3 C) (2) s e .

“'{2) the nlan shall uaé e

Zy (A) - tho bnst avallasle unenplovmant. rate\s#;a
- - for 'such covernﬁent if such cata is 40t”rﬂlﬁed in a:
 nmanner whick is substantiallyv consistent with the
manner in whlcq local unemolovment rate aata is
determin=4d. or : .

2 .. (2} if no consistent unernloyment rate data
is availalle, the local unermployment rate data for
the smallest unit cf identifia®le local oovernrent
in the Jurlsolctloﬂ of which such governn ent is located,

(3)  the- allocatlon criteria Ldat he aUeClFled in
- the plan, and :

¥ (4) the nlan must be develoned after consultation with
appropriate officials of local oovernnonts within the. State other
than 1dent111ar1e 1oca1 governm ents.



(b} Awnproval. ~~ Tie Secretary shall approve any allocation
plan that meots the requirerents of subsection (b} within 30 days
after he receives such allocaticn wlan, arnd shall not finally dis=
approve, in whole or in part, any allocation plan for payments uncer
this title without Zirst affording the State or local governrents
inveolved reasonable notice and an opportunity for a hearing.

¥Mondiscrinmi natlon ~ .

Sec. 2d7. (a) In General. -~ Ho percon in the Unl*eﬁ States shall,
on the grounds of race, religion. color, national origin, or sex,
he axcluaed £rom participation in , be dcnied the b,Jeflts of, or
be ﬂubjected to discrinination under any program oxr acthltY
funded in whole or in part with funds made available under this
tltle. ¥ :

() Authority of.the Secretarv. -~ Yhanever the Secratary
cetermines that a S“ate governnent or unit of local government
has failed to cou.lv "itH subhsection (a) or an arvlicable reoula~
tion, ae shall, within 10 deys, notify the foverncr of the State
(or, in the case of a unit of local government the Governor of
the State_in which such unit is lccatz2d, and the chiel elacted
official of the Unit) of the noncompliance. If£ within 30 days of
the notification compliance is nnt achieved, :th= Secretary shall
witnin.190- udjw thercagger - ' gp=%

H

(l) cxprcise all the povers and functions
prov dfd by tltle vI- cf the Civil~ Qiqhts \ct of 1954 (42 u.s.C.
20062 X :

g (2) tnfc*‘the natter to the Aitorney Genereal
with & recommendation tnat an apwro~riatzs civil action be insti-
tuted;

. (3) . take such other zctiom ats may be proviced
by lav. N

(c) Enforcement..-— - Upon %is dotermnination of.discriminatic
anier subsection (b), the Secrestarxy shall have the £full aunthority
to withhiold or temporarily suspnend any payient under this title,
or. otherwise exercise any authoritv contained in title VI of
tha Civil Rights Act of 1954, to assure compliance writh the require
rent of nondiscrimination in federally assisted programs funded,
in wihole or in part, under this title.

-

(a) .Apglibabilifg~of Certain Civil Rights Acts. -

(1) =~ny party vho is injured or decrived witlin the

meaning of section 19272 of tie Revised Statutes (42 U.S.C. 19232)
cr of section 1380 of the Revised Statutez (42 U.S5.C. 19335)
L,y any persen, Or ti'o or nore persons in the case of such secticn

©Z8, in conaéction with the administration of a pavment under
this title may bring a civil action under zuch section 1272 or
1289, as applicable, subject to the terms and conditions of’
those sections.

(2) Any person vhe is agorieved by an unlawful
enploynent practicn within t™a meaning of title VII cf the Civil
Righte Act of 1964 (42 v.8.C. 2030 at seq.) by any employer in
connection with thé adninistration of a payment under this title
may kring a civil acticn under section 715 (£f) (1) of such
Act (42 U.S.C. 2000 -5 (£) (1) suﬂ*ect to the terms and conditions
of such title. e




*

...8.-.

Labor Starcaris

-

_Sec. 207. All laborers and nmechavics aloveu vy ‘contractors

or all construction prochce cunaeu in *Thole or in gart by pavments

under this title shall he zaid vages at rates not les tkan these

ﬂrfvailing on similar projects ia the -ccality as qoter' ned bw
the Secrcetary of Lakoar in accordanca with the Davis- ~Pacon Act -
(42 U.8.C¢ 276a to 276a-3). The Szcretary of Labor shall have,

'.WltA respsct to the labor standards specifiad in this 9ctlon,

the aut1erit" and ‘funct ions set forth in Recr gahl ation lan Mun-

',mrm. 14 6£°1950 (15 C.F.R 3176) and section z of “th=2: Ac.,_ of June

& >} o
wh wv g

i Iy 17,4, as amen'ed (42 J e, 276c)- : R o

= w A% A & W
O e S

-."':’Soeeial Reports

Sec. 235, Zach State ani unit of 1ocal government which receives

a payment under the wrovisicns of this title: shall raport to the
Secrctaty'anj incveaqe or dacrease in any tax» which it inpoasas

ané anvy- snnrtaqtial Yeducktion in thc nunber of individuals it
enzloys -or in~ sorvices whiea such State or loeal government pro-
vides, -Tagh ata 2. which receives z vaynznt under the provigions of
“this title shall remort to the Secratarv anv decrease in the amount
of financial assistance which the C“ate provides to the units of
local governments during the li-nonth period viich ends on the last

T day” ‘of the nalonia* guartir nsdiately Hreceding the date of

ennctnent of this tltln, todethcr vith an emvlanation of the
rcasons for such™ ecreaac. fuch renorts shall *e made as soon
as it is practzcal and, in eny cage, nst wore than € months
afiter the date Oﬂ.VflC“ the Cecizion to invose such tax increase
or uﬂcraase, such relugtions in emnloyment or services, or such

_decrease in State finanelial assistancsz is made pubilig.

_Paynents
Sec. 23%2. {a) In General. -~ Fron: tie amount allocated fior Ftate
anad local governments uncer section 223, the fecretary shall nmay te
earh Stata and te each loczl governnent which Yas filed a
statenent of assurances uncer sectlen 2035, an amcount equal to
»Hn zmount allocated to such £tate or local gevernnent under

“aection 203

(o) %ujuﬂtme“ts. ~= Daynengs wnder tn1° title nay be

‘made with nace3sary adjustments on account of cverpayments-or

undersayments.

(c) Termineticn. -- Yo amount.shall be pail tc any 8tate
or-local governaent unaex tJP provigions of this section for any
calendar quarter i¢ - ‘ kg

(1) tha avera«v rata Of uneWﬁIOV“Gﬂ writhin the juris-
Siction of such State or 1oca1‘covnrnnent anr ipn the most recent
cazlendar quarier vhich erdesd three months before the begirning
of such calendar cuarter vas less,tuan-Q,S n.rcent, and

(4) t& rate ol ununalOJncﬂt within the jurisdicticn
of sucn 9ovcrnﬂenf for the last month of the most recant calendar
cuarter vhich ended thrce nenths before the Deqlhniﬂﬁ of such
calenuar guarter @il not elcesd 4.5 percent. -

[

- State auu Local Covrrnnept ncononi ation

Jec. Z1i0. -~ Each State or unii "of local rovnrntenf "hich recniVﬂs
payviments under this title shall n»nrovide aszzurances in writing to
tie Secretary, at sucih time and in such ianner ard form as the
Cecretary may mrascribe by rule, +hat it has nade substantial
ccononies inm its opcraticns and.that payments undex this title

are necessary tc maintaln assential services without treakening
Felcral Gevernment efforts to stimulate the econony throuah
reductzons in Yederal tax, onligationu.
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fState Name

Alabama
Alaska
Arizona
srxansas

£ T.ifornia
“3-orado

¢ necticut
swzlaware

==cstrict of Columbia

“lorida
“2crgia
Fawaii
1Zaho
Zllinois
‘Indiana
Icwa
Kansas
¥antucky
Louisiana
t.aine
zaryland
‘‘m=sachusetis
Michigan
Minnesota
Mississippi
Missouri
ontana
““skhraska
& vada
.o Hampshire
~.ow Jersey

~ Hexico
2w York
North Carolina
North Dakota
Chio
Czlahoma
Cregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington

oW -

.E..DE.LLHdL‘:_:u ULDLLIDUTCTIOUIN DadScu Ull P& 9 DX x&Tis
(Actual distribution will vary with national and -

local unemployment rate)

State Government

Local Government

Distribution Distribution
7,184,000 14,122,500
1,151,500 2,309,900
5,499,500 10,034,400
6,405,000 11,693,000

65,766,000 121,557,600
1,427,500 3,206,600
7,206,500 16,945,900
1,868,000 3,785,400

3,780,500

18,841,000 36,291,900-

12,621,500 23,469,100
1,340,500 2,389,500
2,131,500 3,974,700

16,049,000 48,939,900

11,301,000 20,915,500
1,710,500 3,614,400

500,000 1,519,200
6,045,500 8,129,500
8,232,000 16,423,600
4,897,000 9,142,800
3,688,500 12,934,500

25,215,500 48,737,400

47,298,500 101,666,100
6,398,500 10,493,500
5,121,000 9,378,900
6,731,000 15,219,900
2,039,500 2,669,400
1,305,000 2,813,400
1,644,000 3,101,800

897,500 2,194,300

19,118,500 36,292,500
2,561,500 4,776,600

64,328,000 131,637,700

17,358,500 34,261,900

662,500 1,391,200

19,624,500 38,182,000
1,452,500 2,555,500
7,569,000 14,486,900

25,486,500 50,802,900
5,094,500 9,953,500

10,534,000 19,073,000

304,000 1,034,200
7,462,500 13,857,800
7,442,500 17,869,600
1,922,000 3,885,000
1,928,000 3,719,800
4,633,500 9,886,100
8,285,000 14,475,200

a ~ne - an

~ ano 2AN

Q

Total

21,306,500
3,461,400
15,533,900
18,098,0G¢
187,323,600
4,634,160
24,152,499
- 5,653,450
3,789,500
55,132,509
36,090,600
3,730,560
6,106,200
64,988,300
32,216,500
5,324,900
2,019,200
14,175,000
24,655,600
14,039,800

16,623,000
73,952,90
148,964,600
16,892,400
14,499,900
21,950,900
4,708,9C9
4,118,400
4,745,829
3,091,820
55,411,000
7,338,100
195,965,720
51,620,400
2,053,700
57,806,500
4,008,000
22,055,900
76,289,400
15,048,000
29,607,000
1,338,200
21,320,300
25,312,100
5,807,000
5,647,800
14,519,600
22,760,200
10.279.800




MEMORANDUM

THE WHITE HOUSE

WASHINGTON

April 27, 1976

MEMORANDUM FOR IM CANNO 4
/
FROM AUL MYER
SUBJECT: k Countercycligal Aid
Amendment

Attached for your information is an analysis

of the Senate countercyclical aid amendment to
the Public Works Act of 1976, S. 3202, prepared
by the Treasury Department.

Attachment
cc: Art Quern
Steve McConahey



OFFICE OF THE SECRETARY OF THE TREASURY
WASHINGTCN, D.C. 26220

April 22, 1976

MEMORANDUM FOR: Mr. R%shard R. Albrecht
FROM: Kent A. Peterson kc
SUBJECT: Analysis of Countercyclical

Aid Amendment to the Public Vorks
Act of 1976, S5.3202

On April 13, 1976, the Senate at the urging
of Senator Muskie, by a vote of 54 to 28, amended
the Public Works Act of 1876 to include a program of
countercyclical aid to State and local governments,
Attached please find an analysis of that bill as well
&s a detailed outline of its allocation formula and
a State~-by~State list of estimated allocations prepared
by Senate staff (based on a $1.5 billion total amount,
which is more than the bill allows).

Also included in the Muskie amendment was the
Nunn-Talmadge waste treatment proposal, with a cost of
$1.4 billion.

We are currently involved in discussing the design
of a trial of the countercyclical formula contained in
5.3202 with State staff, but there are serious data
availability problems which may prevent such a trial
prior to the early part of May. I have some serious
concerns about the existence of quarterly data to

allocate funds to governments under 50,000 population
under this program.

You might note the following highlights of the
bills
(1) It is for 5 quarters begirning July 1, 1976,
with a total of $1.375 billion allowed.



(2) Its formula differs from earlier versions
of this program in that:

GRS entitlements replace adjusted taxes
as the measure of a jurisdictions size-
this is said to spread funds around more.

Excess unemployment is considered to be all
that over 4.5% rather than the current rate
minus that for a base period- which would
help places with chronic unemployment.

There is no contingency fund for units
in critical need.

Total authorimation increases for each 1/10
of 1% increase in national unemployment
rather than each 1/2 of 1%.

Less responsibility is placed on the Secretary
of the Treasury to provide allocation patterns
for areas without unemployment data.

The Governor of a State may submit to the
Secretary an allocation plan for governments
without unemployment data if the State
legislature will not meet within 3 months

of the law becoming effective.

(3) Eligibility is tied to the performance of
"substantial governmental functions" -
and this is particularly applied to townships.

(4)

The

nondiscrimination section incorporates time

limits for Treasury action not in the current

GRS

act; covers discrimination or grounds of

religion; specifically grants the Secretary
power to withhold payments and exercise any
Title VI authority; and specifically grants
the right of private suit based on existing
statutes.



OFFICE OF THE SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

April 22, 1976

Analysis of Title II (Countercyclical Aid) of
S.3201, Public Works Employment Act of 1976

I. Funding

A, For each of 5 guarters beginning with July 1, 1976-
(1) $125 million plus
(2) $12.5 million x number of 1/10 (of 1%) percentage
points by which the rate of seasonally adjusted
national unemployment for the most recent calendar
quarter which ended 3 months before the beginning
of such calendar quarter exceeded 6%.

B. At the current (March, 1976) 7.5% national unemployment
level, this would amount to about $1.6 billion over
5 .quarters. However, the bill sets a limit of
$1,375,000,000 for total funding during the 5 quarters.

C. PFunds are not made available for a quarter if 2
conditions are met:

(1) The average rate of national unemployment during the
most recent calendar quarter which ended three months
before the beginning of such quarter did not exceed
6% and

(2) The rate of national unemployment for the last month
of the most recent calendar guarter which ended 3
months before the beginning of such calendar
guarter did not exceed 6%.

- II. Allocation Formula

A. State Allocation

(1) 1/3 of funds for any quarter go into a separate
"pot" out of which State governments receive their
allocations.

(2) Each State government amount results from total
quarterly State funds multiplied by its applicable
State percentage.



(3) Applicable State percentage is egual to:
State excess unemployment percentage x State
revenue sharing amount divided by the sum of the
products of the above for all States.

(4) State excess unemployment percentage is equal to:
The State unemployment rate (during the appropriate
calendar quarter as determined by the Secretary
of Labor) minus 4.5 percentage points. (It shall
not be less than 0).

(5) The State revenue sharing amount is the E.P.6
revenue sharing entitlement.

~

B. Local Allocation (See Attachment A)

(1) 2/3 of funds for any gquarter put into a separate local
[ 1] "
pot™.

(2) Each local government armourit results from total guarterly
local allocation multiplied by the local government

percentage. (The District of Columbia is treated as
a locality).

(3) The local government percentage is equal to:
local. excess unemployment x local revenue sharing

amount divided by the sum of the products of the
above for all local governments.

(4) The local excess unemployment percentage is equal to:
The difference resulting from substraction of 4.5
percentage points from the local unemployment rate
during the appropriate quarter as determined by the
Secretary of Labor. (Not to be less than 0).

(5) The local revenue sharing amount is the amount of
the E.P.6 GRS entitlement.

(6) Special rule for governments that are not identifiable.
- "Identifiable" local governments are those for
which the Secretary of Labor has made a determination
concerning the rate of unemployment for purposes
of Title II or Title VI of the Comprehensive
Employment and Training Act of 1973 during the
current or proceeding fiscal year.



- Covernments which are not identifiable in each State
are to be treated as one local government
participating in the same allocation process as
identifiable local governments. The local excess
unemployment rate for each such government is the
rate of its State, adjusted by excluding the unemploy-
ment which pertains to the identifiable governments
in the State. The GRS amount for these governments
is found by excluding from E.P.6 local GRS to the
State that which goes, to identifiable local governments.

- Each government which is not identifiable shares in
the unidentifiable allocation to its State in
proportion to its portion of E.P.6 local GRS for
the unidentifiable portion of the State.

C. Optional Local Allocation Formula

(1) States may submit within 30 days of the effective
date of the bill (July 1, 1976) an alternative
plan for allocation to non-identifiable governments.

(2) This plan must be approved by the -State legislature
unless it is not scheduled to meet in regular
session within 3 months of the title's effectiveness,
in which case, the governor may provide a plan.

(3) Such a plan must be submitted to the Secretary
of the Treasury under rules he provides and it
must meet the following requirements:
~ Be consistent with general allocation formula
for localities.

- Use best available unemployment rate data if
such is determined in a manner consistent
with the manner in which local unemployment
rate data is determined; or if no consistent
data is available, the smallest unit of
identifiable local government in the jurisdiction
of which a goverment is located.

- Specify allocation criteria in the plan.

~ Be developed in consultation with officials
of governments involved.



D.

IIX.

1v.

s

(4) The Secretary approves plan which meets above
standards within 30 days. Before he finally
disapproves, he must afford State and local
governments involved reasonable notice and
opportunity for a hearing.

DeMinimus

If the formula allocates less than $100 in a quarter
to a local government, then it receives no allocation.

Definition of Local Government

A government of a county, municipality, township, or
other unit of government below the State which -~
- is a unit of general government (on same base
as used by Social and Economics Statistics
..Administration .for general statistical purposes).

- performs substantial governmental functions ~ includes
D.C., Indian tribe or Alaskan village that performs
substantial governmental functions, but omits
"township area(s)" that do not.

Restrictions on Use

Must use to maintain basic services customarily
provided to persons in that State or area where a
government is located. Funds may not be used for
acquisition of supplies and materials and for
construction unless such supplies and materials or
construction are to maintain basic services.

Nondiscrimination

A. Forbids discrimination on the grounds of race,
religion, color, national origin, or sex in
programs or activities funded in whole or part
by funds made available by the title. (Religion
is not included in current GRS statute).



After he determines noncompliance, the Secretary
must within 10 days notify the Governor of

the State (also the chief elected official if

a locality is involved) of the noncompliance.

If compliance is not achieved within 30 days

of notification, within 10 days the Secretary
shall:

(1) exercise the powers and functions provided

by Title VI of the Civil Rights Act of
1964 (42 %.S.C. 2000e);

(2) refer the matter to the Attorney General
with a recommendation that an appropriate
action be instituted;

(3) take such action as may be provided by
law.

(Time periods are not in current GRS statute).

C.

Secretary has full authority to withhold or
temporarily suspend any payments under this
title, 'or otherwise -exercise any authority
contained under Title VI of the Civil Rights
Act of 1964 to assure nondiscrimination in
federally assisted programs funded in whole
or part under this title. (Not specifically
included in current GRS Act).

Individuals may bring suit under provisions

of section 1879 of the Revised Statutes

(42 U.S.C. 1983), section 1980 of the

Revised Statutes (42 U.S.C. 1985), and section
706 (£) (1) of Title VII of the Civil Rights

Act of 1964 (42 U.S.C. 2000e - 5(f) (1)).

(Not specifically included in current GRS Act,
but may make little real difference).

Secretary may withhold funds after affording
reasonable notice and opportunity for hearing
when assurances are not substantially complied

with - including the assurance related to

nondiscrimination.



V.

VI.

Assurances

The Secretary by rule within 96 days after the
title is effective provides for annual assurances
from recipients relevant to: ‘

- use requirements

- fiscal, accounting, and audit procedures; and
access to Secretary and Comptroller General
to records.

- submission to Secretary and publication of reports

(Secretary is given some flexibility).
- optional allocation plans
- niondiscrimination
- Davis-Bacon requirements
- special reports on tax increases and decreases,
public employment, and State transfers to

localities.

- requirement that funds be spent in 6 months of
receipt

~ use of funds in accordance with its own laws.
The Sécretary shall after reasonable notice
and opportunity for hearing, withhold further

payments when he finds failure to comply with
assurances.,

State and lLocal Government Economization

A recipient must provide written assurance
as provided by rule by the Secretary that it
has made substantial economies in its operations
and that payments under this title are necessary
to maintain essential services without weakening
Federal government efforts to stimulate the
econony - through reductions in Federal tax
liabilities.



VII. Davis-Bacon

Laborers and mechanics employed by contractors
on all construction projects funded in whole or
part with funds provided under the title are to
be paid prevailing wages in accordance with the
Davis-Bacon Act.

B

VIIZI. Reports

A. All recipients shall report.to the Secretary
on increases and decreases in taxes and
substantial reductions in the number of their
employees. State governments also must report
decreases in their assistance to local governments
during the 12 month period ending on the
last day of the calendar gquarter immediately
preceeding 'the date of -enactment of the .title.
All these reports must be provided as soon as
practical, but noc later than 6 months after
such decisions are made.

B. The Secretary must report to Congress after the
end of each calendar quarter on amounts paid
to each government and any withholding actions
taken. He shall report after the end of each
calendar year on the amounts paid, withholding
actions, and an evaluation of uses by recipients
and the economic impact of payments.

IX. Pazgents

A. Payments are to be made not later than 5 days
after the beginning of each guarter once
assurances are received.

B. Adjustments may be made for under-payments and
over-payments.

C. No payments are to be made to a governments for
a quarter if:



XI.

~ its average unemployment for the calendar quarter
which ended three months before the beginning

of the payment quarter was less than 4.5%, and

- its rate of unemployment for the last month of
the calendar quarter ending three months before

the beginning of such calendar gquarter did not
exceed 4.5%.

Administration

~

The Secretary prescribes necessary rules within

90 days after the effective date of title. Necessary
administrative funds are authorized.

~_Evaluation and Study

A.

Comptroller General, in consultation with the
Congressional Budget Office and the Advisory
Commission on Intergovernmental Relations (ACIR),
shall investigate and report to Congress (within
one-year of enactment) on the impact of the program

in State and local governments and the national
ecoRpomy.

The Congressional Budget Office and ACIR, in
consultation with the Comptroller General, shall
study and report to Congress (within 2 years of
enactment) on the most effective means to
stabilize the national economy through programs
directed toward State and local governments.



Attachment A

Allocation - Countercyclical Amendment

1. Calculate one 5 quarter allocation for each recipient
using a total pot of $1,375,000,000.

2. Use E.P.6 GRS amounts.
&

3. State allocatiocn

Total pot = 1/3 of all funds (1/3 x $1.375 billion = $.458 billion

Each State (State unemployment rate ({(latest
$.458 billion| X

allocation = quarterly average) -4.5%

{State E.P.6 GRS)

£

Sum of above products for all

States

4, Local allocation éD

Total pot = 2/3 of all funds (2/3 x $1.375 billion = $.917 billion

)

Each identifiable and ' ' %
49 unidentifiable portions = [$.917 billion| X/ (local unemployment
of States rate -~ 4.5%)%X @D

(E.P.6 local GRS)

Sum of above products

for all local

governments

i

The local excess unemployment rate for unidentifiable governments
is the rate for the State adjusted by excluding that unemployment

which pertains to the identifiable governments of the State.
GRS amount is found by excluding from E.P.6 local GRS to the
State that which pertains to identifiable governments.

Unidentifiable governments inh each State share in the
unidentifiable allocation to their State in proportion to
their portion of E.P.6 local GRS for the unidentifiabl
portion of the State.

Notes .
1 Not to be less than O.

- The District of Columbia is treated as a locality.
3 A $100 guarterly de mininmus is applied.

The



(Actual distribution will vary with national.and

tate lame

Alabama
Alaska
Arizona
S rhansas
«*. .ifornia
Sy orado
<-mnecticut
. zlaware
~istrict of Columbia
¥lorida
2o0rgia
Fawaii
1daho
Illinois
Indiana
Icwa
Kansas
¥entucky
Louisiana
Maine
karyland
‘mssachusetis
Michigan
¥innesota
- Mississippi
Missouri
*ontana
Takraska
* . vada
.'r*7 Hampshire
~nre Jersey

- Mexico
2w York
North Carolina
¥orth Dakota
Chio
C*xlahoma

]

regon
Pennsylvania
Rhode Ysland
South Carolina
Scuth Dakota
Tennessee
Texas

Utah

Vermont
Virginia

_eadhiingon o

local unemployment rate)

State CGovernment

Local Government

Distribution Distribution
7,184,000 14,122,500
1,151,500 2,309,900
5,499,500 10,034,400
6,405,000 11,693,000

65,766,000 121,557,600
1,427,500 3,206,600
7,206,500 16,945,900
1,868,000 3,785,400

3,780,500

18,841,000 36,291,900-

12,621,500 23,469,100
1,340,500 2,389,500
2,131,500 3,974,700

16,049,000 48,939,500

11,301,000 20,915,500
1,710,500 3,614,400

500, 000 1,519,200
6,045,500 ~ 8,129,500
8,232,000 16,423,600
4,897,000 9,142,800
3,688,500 12,934,500

25,215,500 48,737,400

47,298,500 101,666,100
6,398,500 10,493,900
5,121,000 9,378,900
6,731,000 15,219,900
2,039,500 2,669,400
1,305,000 2,813,400
1,644,000 3,101,800

897,500 2,194,300

19,118,500 36,292,500
2,561,500 4,776,600

64,328,000 131,637,700

17,358,500 34,261,900

662,500 1,391,200

19,624,500 38,182,000
1,452,500 2,555,500
7,569,000 14,486,900

25,486,500 50,802,900
5,094,500 9,953,500

10,534,000 19,073,000

304,000 1,034,200
7,462,500 13,857,800
7,442,500 17,869,600
1,922,000 3,885,000
1,928,000 3,719,800
4,633,500 9,886,100
8,285,000

14 f 4 ["ijs ) 4 ZQO . .4-7..._ 5
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22,760,200~

B

Total

21,306,500

3,461,403
15,533,900
18,098,060

187,323,600

4,634,160
24,152,409
5,653,400
3,789,500
55,132,550
36,090,600
3,730,000
6,106,200
64,988,900
32,216,500
5,324,900
2,019,200
14,175,000
24,655,600
14,039,800
16,623,000
73,952,900

148,964,600

16,892,400
14,499,900
21,850,900
4,708,9C9
4,118,400
4,745,839
3,021,820
55,411,000
7,338,100

185,965,700

51,620,400
2,053,700
57,806,500
4,008,000
22,055,900
76,289,400
15,048,000
29,607,000
1,338,200
21,320,300
25,312,100
5,807,000
5,647,800
14,519,600





