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SUBJECT: State of the Union Message

Attached is the final draft of the written State of
the Union Message. It has been thoroughly worked on
by Jim Fallows and his staff, reviewed for accuracy
by the Council of Economic Advisers, OMB and the

agencies, and the foreign section has been approved
by 2Zbig.

This draft reflects the changes you recommended in the
earlier draft.

You need not read this message, since it is essentially
a refinement of the earlier message you have already
reviewed and commented upon.

As soon as you "sign off" on this draft, we will heve
it typed in final form for your signature. Our current
schedule is to have the Press Office release this message

at the same time the State of the Union speech is
released. :

cc: Zbigniew Brzezinski

- Midge Costanza
Hamilton Jordan
Robert Lipshutz
James McIntyre
Jody Powell
Charles Schultze
Frank Moore
Jack Watson

Electroctatie Copy Made
for Pressrvation Purposes
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TO THE CONGRESS OF THE UNITED STATES:

Tonight's State of the Union Addfess concentrates on‘
this year's highest priorities -~ a str&ng energy bill;'v
a coordihated economic programrof job creation, tax reduction;
tax reform and anti-inflation measures; making the government
‘more effective and efficient; maintaining the peace through
a strong national defense; and ratifying both the Panama
Canal Treaties and, if completed, the SALT II treaty.

It is important that the Congress and the Nation also
understand what our other important initiatives and goals:
will be for 1978. I am therefore sending to Congress this
separate, more detailed State of the Union Message, which
describes Administration priorities in the areas not fully

covered in the'Address.

DOMESTIC AFFAIRS

A number of sérious dbmestic préblems faced the Nation
when I took office one year ago. The economy had not yet
fully recovered from the reéessioh; our country had no sound
energy policy; the Federal government was operating inef-
ficiently and ineffectively in many areas; concerns about
the openness and integrity of our government remained in
the aftermath of Watefgate; and many of our most pressing
social problems had not been addressed.

In 1977, my Administration did not solve all of those
problems. But Congress Jjoined ﬁs in tackling many of these
issues; and together we made progress. Now that a year |
has passed, I believe we are a more confident people, with
more trust in our institutions. We are a country on the
move again, prepared to address our problems with boldness
and confidence, at home and abroéd. We have reasserted
our concern for the pfoblems of people here at home and

reaffirmed our position of moral leadership in the world.
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This year, my domestic goals will cohtinue to reflect
‘those concerns that guided my actions in 1977: restoring
.economic prosperity; meeting our Nation's human needs;
making the government more efficient and more responsive;

and developing and protecting our natural resources.

RESTORING ECONOMIC PROSPERITY

I am devoting a substantial part of my State of the
Union Address to the need for a cémprehensive economic .
program, and I wili devpte the bulk of my Economic Réport
to Congress, tovbe delivered tomorrow, to a complete des-
cription of my Administration's economic gbals and objectives. .
In this Message, therefore, I will not repéat those statements
but I waht to set forth briefly ﬁhe key elements of'thoSe
pfoposals: | | | |

- a‘$23 billion income tai cut in 1979, ﬁith
$17 billionvgoing to individuals and their
families and $6 billion going to bﬁsinesses;

--. a tax reform program designed to make our tax
lawé fairer and simpler; |

- an anti-inflation program, designed to reduce
annual increases in wages and prices; with the
cooperation of ‘labor and buSiness and with the
Federal government Setfing an example; reductions
of $2 billion in excise and payroll taxes will
also make a contribution to reducing inflation;

! - an extension of the funding for 725,000 public
service (CETA) jobs; and a $700 million increase
in spending for our youth employment efforts;

--‘ a major new $400 million private sector jobs
ini&iative, designed primarily to encourage
businesses to hire unemployed minorities and youth.

I plan to work very closely with Congress to secure |

prompt action on these economic proposals. Their adoption
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will help achieve the kind of economic prosperity for our
Nation that all of us want. Along with a sound ehefgy bill,v
enactment of these economic proposals’will be my highest |

domestic priority for 1978.

 Energy

There can be no higher priority than prompt enactment
of comprehensive energy legislation along the lines submitted
to.the Congress last spring.

Huge'oil,price increases in 1973-74 contributed to
the double-digit inflation of 1974, and to the worst recession
in 40 years. These price hikes were also the principal
cause of our foreign trade defiéit, which haS'contribuﬁed
to the weakness of the dollar abroad.

Unless we act now, our energy problems will rapidly
get worse. Failure to act ﬁill fuel inflation, erode the
value of the dollar, render us vulnerébie to disruptions
in our pil supply, and limit our economic progfess in the
yéars to come. | |

I ém confident that the angress will respond to the
Nétion's clear need, by enacting responsible and balanced

energy legislation early this year.

- Employment

Last year we made considerable progress in our efforts
to redﬁce unemployment. The unémplOyment raté decreased
from 7.8% to 6.4%. During the year, 4.1 million new jobs
were created. Unemployment feli,by 1.1 million workers.
. The actions we took as part of ouh $21 billion economic
stimulus package Substantially helped us achieve these
favorable results. |

In 1978, the Administration will continue its efforts
to reduce unemployment Stillvfurther and to increaSe employ-
‘ment Qpportunitiés for all Americans. As part of the budget

I will propose:
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-~ additional funds to increase youth programs 260%
above the 1976 level,.providing‘$2.3 billion in
outlays ahd'MS0,000 man-years.of employment and-
training for young workers; | |

-- a $400 million private sector employment prograﬁ
‘focused on youth and other disadvantaged workers
and aimed at mobilizing private industry to wqu

- with government in finding jobs. Iﬁ will be imple-.
mented through business councils established through- '
out the couhtry;

-- maintenance of the 725,000 CETA jobs through 1979,
while tying thém in future Years to national un-
employment rates; | |

- beginning of a demonstration program for the jobs.

component of the Better Jobs and Income Progranm.

Humphrey-Hawkins Legislation

The Administration will seek passage of the Humphrey-
Hawkins Full Employment and Bélanced Growth Act.

»This<Act will help the Administration and the Congress
in planning our efféfts to reduce unehployment'and to create
jobs, while maintéining reasonabie priée stability. 1Its
enactment would serve as é living memonial_td thé late

Senator Hubert Humphrey.

" Private Sector Jobs

The Administration plans a major $400 million effort
to'involve.buéiness ahdvlabor in the training and hiring
of the hard-core unemployed. |

The program will closely tie the Federal employment
system with the private sector, through the use of business
councils. I am confident that the private sector will
respond positively to the call to help the Nation solve
one of*its most serious prbblems -- the employment of our

youth and minorities}-
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InflationA

Although inflation is lower now than in the recent
past, we still must do more to keep if down. The steps
my Administration will take include: |

" incentives for business inyestment, contained
in our tax proposals, which will increase pro-
ductive investment,_and thereby help us hold down
prices and costs;

- reduction in excise and cnemplcyment taxes, pro- .
pcsed in the.new budget;

- continuing reductions in needlessly complex Federal
regulations. We have established a high-level
inter-agency committee to review the effects of
regulation in our economy, and we will continue
our efforts for regulatory reform in the airline
industry and elsewhere;

- a special effort to hold down the soering costs-_
~of health care, through enactment of the Hospital
Cost Containment Act.

But the government cannot solve this problem alone --
especially once business, iabor, and consumere have accepted
inflation as a fact of life, aﬁd adjusted their behavior
accordingly. ‘I have therefore asked business and 1abcr'
to undertake, voluntarily, a new program to reduce inflation.
I will ask each industry to aim for smaller price and wage
increases in 1978 than it averaged cver the last two years.1
- As a.major employer the Federal government should take the
lead in this effort. Voluntary cooperetion is one way --
perhaps the only way -- to reduce inflation without unaccept-

able government interference and coercion.

Urban_Assistence and Commqnity Development

The Administration and Congress tcok ma jor steps‘last

year to meet the needs of our cities. We increased funding
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for Community Development Block Grants byv$2.7 billion
~ over three years;'and provided an alternativé formula for
‘allocating fﬁnds that was mére_responsive'to the needs of_
diétressed urban areas. Next year we will recomménd an
increase of $150 million over the 1978 level for the
Community Development Block Grant program. We enacted a
new program of Urban Development Action Grants at an annual
lével of $400 million, and extended and expanded Anti-Recession
Fiscal Assistance (ARFA).

I am proposing that the ARFA prbgram, which expires
September 30, 1978, be extended. We are evaluating possible.
revisions in programs and funding, and will make'our recom-
mendations to thé Congress within two months.

The Administration is also studying closely the possible
heed\for extended Federal lending to New York City. ‘The
curheﬁt legislation expires on June 30,}1978. We are com-
mitted, along with the Staté and City, to preserving the
City's solvency. If such extended lending is necessary
- for that purpose, we will propose it. However, all the
interésted_parties must contribute to a permanent»Solution.
| This sprihg I will submit to Congress‘a message outlining
this Administration's urban'policy;‘based on the work of
the Urban and Regional Policy Group, chaired by the Secretary
of Housing and Urban Development. It will be designed to
make existing Federal programs more effective, and will
involve new initiatives and resources to address our urban‘
needs. The long-standing pfoblems of our cities are structuralv
in nature and cannot be corrécted by short-term or one-time
efforts. This Administration is committed to a long-term
and continuing effort to meet sfubborh problems and changing
needs. Our urban policy proposals will:

- build é more effective partnership between the

Federal governﬁent, State and local governments;
the privéte,sector, neighborhood groups and con-

cerned citizens;
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- be sufficiently flexible to‘meet the divérse needs
of our urban areas and to respond to particular
bfoblems of distressed areas; |

- address the fiscal needs of hard-pressed urban
governments, as weli as the econbmic and sbciai
needsvof city residents;

- 'improve ﬁhe urban physical environment and
strengthen urpan communities; |

-- use Federal assistance to stimulate job-creating
investments by the private sector and to encourage
innovative actions by the State and local govern-

ments.

A Agriculture and Rural Development

Decent farm income and a strong family farm system
are vital to our national economic stability and strength.
For too long farm prices for many commoditiés have been
severely'depressed. Working with the Congress in the past
~year, we have adopted new programs and policies'designed
to strengthen farm income and to ensure abundant, reasonably
bpriced food:for consumers. Paftiallj aé a résulf'of these |
‘policies and programs, farm prices are now improving. |
' Nevertheless, we canhot'be satisfied with the ecohomic
condition of many American farmers today. We will continueA"
fo moﬁitor our agriculfural economy and to work with
'Congressionél and farm leaders to make certain.thét Federal

programs and policies are carried out effectively.

Food and Agriculture Act

In the past year we have worked‘withAthe Congress to
enact a new comprehensive Food and Agriculture Act, which
will protéct producers and consumers. We have also exercised
set-aside authority for wheat and feed grains, which will

protect farm income.  This year we expect to pay farmers
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$7.3'billioh for all price‘supbort.programs; The new farm
bill achieves 1ong—needed changes in our agriculturai policies,
_'includingi | | | | |
- minimal governmental intervention in markets and_
in the decisions farhers make;.\

- price support lqans for major commodities that |
permit us to remain competitive in work markets;

- a grain reserve designed to rehove excess products :
from the market and hold them until supplies are
short; |

- income support levels based on cost-of-production.

Grain Reserve

Last year we initiated a plan to place 30-35 million
metric tons of food and feed grains in reserve. Establishing
this reserve will add further strength and stability to
the market and prdvide a hedge agéinst export control on
grain. Most of this grain will be owned ahd éontrolled
by farmers. To strengthen farmer_cbntrol of the grain and
to help keep the grain out of government ownership; terms
of the farmer storage faeility loan progfam were liberalizedé
In 1978; the Administration will phopdse an international
emergency graih.reserve of up to 6 million metric tons to_

help us meet our food aid commitments abroad.

Agricultural Disaster and Drought Aid

Because of the record droughts in 1977,_1 worked with

| Congreés to pass an $844 million Emergency Drbught Assistance
Program. This year we will ask Congress to eliminate the
many inconsistencies and inequities in existing disaster i
aid programs, and we will continué to give high priority

to addressing'the»effeéts of the drought, which has begun

to abate.
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We are taking other steps to improve life in rural
America. I recently signed a law po encourage better delivery
of health services in rural communities. We will cohtinue__'
to expand the assignment of the National Health Sefvice
Corps' doctors, dentists and other health professionals
to underserved rural areas. We will shortly be announcing
methods to improve the effectiveness of rural housing}programs

with greater emphasis on home ownership for rural Americans.

: Agricultural Exoofts

I want to increase our agricultural exports. To do
so we need competitive prices, high quality prbducts,_éﬁd_
reserve supplies to meet ali contingencies. We nmust remo§e
unnecessary bafriers to exports. And we must have an affirma-
tive export policy. In 1977, the Administration more than
doubled (to $1.7 billion) the short-term export credit pro-
gram, increased Soviet grain purchase authobization to 15

million tons, developed a riék assurance program, and expanded

efforts to develop export markets around the world.

This year we will continue these efforts, -especially

to reduce barriers to agricultural trade.

Sugar

To stabilize world sugar priceé and to_pfétect do@estic
sugar-producers, we negotiated an internationai sugar agree-
ment this year with the major.sugar-pbdducing countries.

We will seek Congressional ratification of the agreement
early in 1978; The sugar program required by the 1977 Food
and Agricultural Actvwill brotect thevdomestic sugar industry

in the meantime.

Rural Development and Credit Policy

In fiscal year 1977, the Farmers Home Administration

provided $7.2 billion in loans in four areas: farming,
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housing, community facilities and business and industrial
.development. We expect to provide at least $1 billion more

in the current fiscal year.

Small Bgsiness

This Administration took severallsteps in';977 to}
strengthen small business. The Small Business Administration
expanded its financial and managemeht assistance to these
firms and developed an advocacy program to represent small
business interests before all Federal_aepartments and agencies.
-In 1978, we will continue efforts to support small business
through tax cuts and special tax incentives, reduced regulé-
tions and other programmaﬁic reforms, and expanded SBA loan

authority.

MEETING OUR NATION'S HUMAN NEEDS

This Administration's constant concern has been with‘
meeting the human needs of all Americans. Over the past -
year, we have moved on a number of fronts to make certain
our citizens will be well housed, better educated, and
'properly cared for when they are ih need. This year we
will pursue our current initiatives in these areas and

launch new ones.

Health
This past year we were very active in the effort to
improve the health of our citizens and to festrain sky-
rocketing health care costs, through:
- »Estéblishment of a Mental Health Commission to
help develop a national mental health program.
The Commission will issue its final report later
this year, and I expect to carefully consider

the Commission's findings.
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-~ A campaign to immunize the more than 20 million
children not yet protected.against commuhicable
childhood diseases. | | |

- Reofganization 6f part 6f HEW ﬁo:allowimore efficient_
delivery of Medicare/Medicaid services. The cost
savings from the reorganizations will be realized
morevfully this year. |

- _Signing legislation to attaék fraud and abuse
in Medicare/Medicaid programs.

- Signing legislation to maké Medicare/Medicaid B
reimbursement available’to physician extenders

in rural clinies. The beneficial effects of that

bill will be felt in our Nation's rural areas
for the first time this yéar; o

In 1978, the Admihistration will continue these and

other efforts to bring us better and léss costly health

care.

Hospital Cost Containment

One of my main legislaﬁive goals fof this year is the
Hospital Cost Containment Bill. That bill, which would.
save hospital users more than $7 billion in the first two
years after enaéthent,\is our principal weapon in the effort
to decrease health care costs, which now double every five

years.

National Health Insurance

I will submit to Congress iater this year a National
Health Insurance propoéal.' While Congress will not have
the time to complete action on this'proposal in 1978, it
is important to begin the national debate on the many complex:
issues involved in National Health Insurance.

Nationél Health Insurance.will not solve all our health
problehs. A sensible national health policy also requires

. more effective delivery of preventive services, better




nutrition, vigorous abatement of environmentalvahd occupational
threats to health, and efforts to change individualllife+',
styles that endanger health. |

| But National Health Insurance is a crﬁcial step} It
will protect our people from ruinous‘medical bills and
provide each citizen with better access to sound and balanced

- health insurance coverage.

. Medicaid Improvements for Children

Last'yeér I proposed the Child Health Assessment Program

. to improve the early and preventive screening, diagnosis

and treatment progrém for lower-incbmé children under

Medicaid. The Administration willlpress for enactment of

this measuré, and will urge its expénsion to make.an additionai

1.7 million lower-income children eligible.

'Teenage Pregnancy Proposal

I wili propose legislation to establish networké of
community based services to_prevent unwanted adolescent
pregnancies. We need and will urge expansion of existing
family planning services to reach an additional 280,000’

teenagers.

Drug Abuse | _ -

| Drug Abuse threatens the health énd safety of our
children, here and abroad. We will continue the efforts

begun last year to make our drug abuse prevention and control -

programs more effectivé and efficient.

World Health

This year I will present a strategy for working directly
with other nations and through 1nternational organizations
to raise the standards of health and nutrition around the

world.
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Education
Last year the Congress adopted with our_éopperation
-~ a 15% increase in éducation fuhding -- the largest increase
'sinée enactment of the Elementary and Secohdary Education
~ Act. |
This year we will continue to demonstrate our commit-
ment to improving the Nation's education programs. HEW's
education budget expenditures will bé,increaséd by 14%,1
with the most significant increases coming in'education_
of the disadvantaged, assistance to State.progréms for edd-
cation.of the handicapped; and college student financiai
aid. | |
The Administration will also work with the Congress
for the creation of a separate Cabinét-level Departmenf
of Education, and for legislatidn to replace.and reform
expiring Federal education acts.
These iegislativé proposasls will éoncentrate on:
- increasing basic literacy; |
- ensuring that students are prepéred for jobs;
- suppofting post-secondary education and lifelong
learning; and, | .
- strengthening the partnership between Federél,
State, and local governments.
To augment existing programs, I will propose legislation
to help low and middle-income families meet rising college
tuition costs, and will also support a significant éxpansion

of the Basic Opportunity Grants Program.

Income Assistance

Over the past year we have made many far-reaching
improvements in the programs that provide income assistance
to the needy. My Administration will continue to assign

great importance to this area in 1978.

Welfare Reform

I proposed last year a reform of the Nation's welfare
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systeh, through the Better Jobs and Incomé Act. This Act
would fundamentally reform current programs to assist the
poor. by: |
- 'consolidating the Aid to Families with Depéndent
Children, Supplemental Security Income and Food
Stamps programs into a single consolidated cash
assistance program that provides a basic nationally
uniform Federal benefit; | |
- improving efforts to find jobs for the poor in
the private sector, and creating up to 1.4 million
public service jobs for heads of families who
cannot bé placed in unsubsidized employment; and
- improving work incentives by expanding the Earned
Income Tax Credit. |
We will work actively‘with the Congress}in the coming
year to pass the Better Jobs and Income Act, and we will
provide in this year‘s budget for pilot employment programs

so we will be ready to implement the welfare reform program.

Family and Children

My Administration will continue its strong commitment
to strengthening the American family'and to éxpanding programs
for children. |

The Administration will propose this year that the
school breakfast program be made mandatory in schools with
highkconcentrations of needy children. Further, we will
propose a major expansion in special suppleméntal_food
programs for women, infants,'and children.

Among other major éctioné in 1978 will be:

- convening a White House Conference on Families;

- pressing for enactment of our proposed reforms

in foster care programs including new financial
assistance to aid in the adoption of hard-to-place

children;

[SE ey - e e e L
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- more than doubling the budget outlays for child
Wwelfare services, with an emphasis on services
that help keep families together;

- continuing $200 million in special funding for
day care under Title XX of the Social Seéurity
Act. » | |

We will also depend upon the'revitalized Community

Services Administration to develop new approaches to assist

the poor.

The Elderly

Last year saw the enactment of Social Security financing
legislation that will assure the system's financial integrity
into the next céntury. .This Year the Administration will
continue to work for strengthened legiSlation against
. unwarranted age discrimination in the Federal and private
sector. We willvpropose legislation to extend and strengthen
the Older Americans Act and we will seek a 13% increase
in funding fér programs nroviding daily meals to the elderly,
.raising the'total,of daily meals served.to 385,000. 1In
addition, the‘Administration will work to assuré that the
contributions of older Americans are sought in our efforts

to meet national needs.

Housing

Last yéar we made progness toward our national goal
of a decent home in a suitable environment for every American
family. 1977 was a good year for housing, generally, with
total new starts exceeding two million. And we have renewed
the Federal government's commitment to housing for the needy.
Early last year, the Administration proposed majon
new initiativés.tonmeet the housing needs.of low-'andvmoderate-
income Americans -- initiatives which are central to our
urban development strategy.‘ We had about 118,000 starts
under section 8 and public housing subsidized programs in

1977. We look forward to another 30 percent increase in
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subsidized housing starts in these programs for 1978, and

92,000 starts in the Assisted Housing Rehabilitation Loan

Programs.

We will reassess our national housing needs and

- goals and our current housing and credit policies designed

to meet those needs.

In 1978, the’Administration Wwill strengthen its commitment

to meet the housing needs of all communities with a variety

of expanded programs and new initiatives:

Rental hoﬁsing assistance to an additional 400,000
1ow-income families, and help to enable an additional
50,000 moderate-income families to own their own
homes. The total number of families receiving
housing assistance will increase from 2.6 million

in 1977 to 3.1 million in 1979.

More funds for the rehabilitation loan program

under séction 312, with an expansion of exiSting
programs for substantial renovations and the

creation of a new moderate rehabilitation program

" under section 8.

A major new operating subsidy program for 1979.
This new program, coupled with improved management 
controls.and the monitoring of trbubled projects,
is inténded to rédUce the inventory of defaulted
projects and aid in restoring distressed urban
areas. The Department of Housing.and Urban Develophent
has‘made substantial progress in 1977 in reducing
the stock of defaulted projects. This new program
will give her additional tools. Outlays for this
program are estimated}to tstal $52 million in

1979. |

A Federal financing mechanism for assisted housing

projects through use of the GNMA Tandem program.

A targeted GNMA Tandem program which will provide
- subsidies designed to bring middle-income families'

‘back to the cities.
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-Q Targeting of rural houSihg‘prograMs to lower-income
residents, ineluding a special progfam to help
very poor families own their own homes.
L= Continuing high levele of pboduction of housing

for the elderly and handicapped.

Transportation

This year we will build on the efforts we made last
year to strengthen the Nation's transportation system'by
decreasing consumer costs, pursuing increased energy

efficiency, and improving safety:

- negotiation of a new US-UK bilateral air services
agreement; |
- approval of new international air routes from

a number of American cities;
- fequiring passive restraint systems on all neﬂ'
automobiles by 1984; |
-- setting new fuel efficiency standards for 1981-
'1984 model automobiles;
-~ beginning work on the Northeast Corridob Railroad
Improvement Program;
- passing an aliecargo airline deregulation bill.
| We will also coﬁtinue our policy of increasing competition.
and reducing airfares in international flights, and pursue
additional bilateral egreementé. Consumers have already
benefited from reduced internationel fares and improved

service.

Highway and Transit Programs

We will soon propose a comprehehsive highway and transit
program, which will pro?ide more than $45 billion in total
authorizations in the 1979-1982 period. The program will
give states.and localities more flexibility in planning
and programming their highway and transit funoing, by reducing

the number of narrow, categorical accounts and by using

tion projects.

. consolidated accounts for a wider rangemof potential transporta-

S aane
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' In addition, we will make fuhding of transportation

©  programs more uniform and give localities more control over

highway and mass transit funds in large urban areas.

Highway Safety

The Administration will propose legislatien to strengthen
our efforts for highway safety and te reduce restrictions
on the states' use of Federal highway safety grant funds.
That legislation will earmark funds for the Department of
Transportation to support important highway safety projects,

such as the 55 mile per hour speed limit program.

Inland Waterway User Fees

Users of Federal inlahd waterways Should'pay fees which
will pay a substaﬁtiai part of the cost of constructing;
operating and maintéining those waterWays. My Administration
»Awill continue to work closely with Congress toward passage
of a bill that will, for the first'time,.establish inland

waterway user fees.

~Aircraft Noise Abatement

My Administration Wwill again seek passage of legislation

to control aircraft noise.

No~-Fault Automobile Insurance

We continue to support legislation to establish Federal

minimum standards for no-fault automobile insurance.
Veterans

, In 1977, Wwe took a number of steps to make certain
that the country continues to meet the special needs of
our millions of veterans. Legislation was passed to increase
compensation benefits for service-connected disabilities,

benefits under the G.I. Bill, and veterans pension benefits.
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Millions of veterans will feel the effects of these increasés
this yeaf.
"‘In 1978, wé will further imrpove our veteransvprograms
by . . | _
| - initiating a government-wide review of the problems
of Vietnam veterans and the means by which current
programs can be made more effective in meeting
their needs;
- beginning new programs to deal with problems of
alcohol; drug abuse and psychological readjustment;
- proposing ihcreased benefits for service-connected
disabilities, and improvements in the veterans
pension program;
- continuing'speCial employment programs for Vietnam-

era veterans.

Arts and'Humanities

Americans are increasingly aﬁare that the arts and
humanities preserve and transmit our heritage, enrich our
lives, énd contribute significantly to the social and economic
well-being of our Nation. This Administration is éommitted
to fostering the highest standards of creatiﬁity and scholarship
in an open partnership betwen public and private sectofs
-~ and we believe that the products of this commitment must
" be avéilable to the many Americans who wish to share in
them. This year's substantial increases in the budgets
for the Arts and Humanities Endowments demonstrate my strong

belief in the value of these programs.
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MAKING THE GOVERNMENT MORE EFFICIENT
AND MORE RESPONSIVE

Government Employees

Civil Service Reform

- The Civil Service System is too often a bureaucratic
maze which stifles‘the initiative of our dedicated GoVernment
employees while inadequately protecting their rights. Our
2.8 million ecivil servants4are governed by outdated ruleé
and institutions that keep them from beihg as efficient
as they would like to be. No one is more frustrated by
this system than hard-working public servants. Therefore,
one of my major priorities in 1978 will be to ensure passage
of the first comprehensive reform of the system since its
creation nearly a century ago -- reforms developed with.
the direct involvement of civil seryants.' Early this yeér,
CongreSs wiil receive legislation and'a reorganization
plan to:

-- ' restructure the institutions that‘run the Civil
Service; |

- increase safeguards against abuses of official

| power; |

-- - provide greater incentives for managers to improve
the Government's efficiency and responsiveness;

- reduce the system's fed tape and delays;

- speed the procedures for dealing with employee
’grievances'and disciplinary actions;

- make eqﬁal employment oppbrtunities more
effective. |

Last year.the Administration acted to protect Federal

employees from adverse effects of reorgahization. Such

protection will be maintained.

Hatch Act Reform

I will continue to support refqrm of the Hatch Act,
which would- restore the right of most Civil Service employees

to participate in the political procéss.‘

- i ey
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Part-time and Flexi-time Employment

~ To helpvobtain Federal jobs for the elderly, the handi-
- capped, women, and others With family responsibilities,
all Federal agencies willvcarry forward renewed efforts

to increase part;time and flexi-time employment opportunities.

Reorganization, Management and Regulatory Reform

The Government Reorganization»ProjectAwill_keep working
to make the Government more responsive and efficient.v Last
year we oombined parts of_ll agencies into one Department
of Energy, streamlined the Executive Office of the President
and reduced the White House Staff, and proposed the abolition
of nearly 500 advisory committees and small agencies. -

In addition to the upcoming Civil Service and education
reform efforts, we will soon submit proposals:

- to restructure our equal employment programs

| to provide better protection for the rignts of
minorities and women, and to ease the burden of
complianoe on State and local'government as well
as business;

- to improve the administration of justioe;

- and to‘reorganize our disaster assistance

programs,

Additional studies are under way in many other areas, and
several of these will result in reorganization proposals
}later this year. Efforts to improve Federal cash management
continue., |

We are also vigorously pursuing the effort begun last |
year to reduce the burden of outdated, ineffective, and
nit-picking regulations. For example, the Department of
Health, Education, and Welfare eliminated 5% of their
regulations, the Federal Trade Commission reseinded 111
outdated sets of rules on trade practices and both the

Civil Aeronautics Board and the Interstate Commerce
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Commission have moved to allow more compétition, which
has led to lower prices. In 1978, we will continue these

efforts.

Worker Health and Safety

The Occupationalvﬂealth and'Safety Administration has
already slashed its paperwork requirements by 50% and
eliminated 1,100 unnecessary regulations, while improving
its capacity to protect workers. This spriﬁg the Task Force
on Worker Safety wiil make further recommendations to increase

protection for workers and minimize employer cost.

Airline Regulatory Reform

Last year, I signed,legislation deregulating all cargo
air transportatioh. This year, I will continue to work
for passage of the airline reguiatory-refbrm bill for
passengers. That bill will allow air carriers to compete
thrbugh lower fares, néw services, and new.markets, without
excessive government interference or'disruption'of service

to small communities.

Trucking Regulatory Reform

Forty years of tight government controls have not done
enough to bring us competitive prices; good service, and
efficient use of fuel. We will consider measures to bring

more competition into the motor carrier area.

Drugs

We will propose legislation to reform regulation of
the drug industry; which will protect the consumer and

make regulations fairer and less burdensome.

Regulatory Process

Early in 1978, I will issue an Executive Order to
improve the regulatory process. This Order will require

officials responsible for regulations to sign them; assure
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that policy-level officials are fully involved in the
process; require that regulations be written in plain Engiiéh;
" make it easier fof the public to participate in the process;
.increase coordination betweén.agenciés with overlappingv
responsibilities; reduire a closér look at the cost of
‘regulations before they are isSuéd; and hequire "sdnset"
reviews of existing regulations.

I have also set up an interagency committee to help
regulatory agencies review the economic effects of major
: fegulations, so that we can be sure that the costs of each
proposed reguiation have. been fully considered. In this
way we will be able to identify the least costly means

of achieving'our regulatory goals.

Paperwork Reduction

- In 1977, my Administration decreased by 12% the paperwork:
burden that the Government imposes on the people. This |
was done by eliminating, consolidating, simplifying, and
decreaSing the frequency of reports. That savings is the
equivalent of 50,000 full-time workers filling out Federal
| forms for a full year. All departmeﬁts and agencies are
currently setting goals for further substantial reductions
in 1978. All reporting requirements associated with grant-
in-aid programs will be subject to "sunset" reviews, and
ended unless they are found neceséary. In addition, we
are reviewing the recommendations of the Commission on

Federal Paperwork.

Labor Law Reform

Last year we proposed legislation to reform our Nation's
labor laws, in order to streamline the conduct of elections
for employee representation,and strengthen the enforcement
powers 6f the National Labor.Relatibns Board. We will work
closelvaith.Congress to ensure early passage of this bill,

which is one of my highest legislative goals this year.
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Election Reform

Last year, I supported proposals to make.our elections
fairer and more honest. These included public financing
of Congressional cémpaigns, ahendments to the Federal
Election Campaign Act and other eleétion reforms. The
Administration will continue to suppbrt'Congressional action

on these measures.

Consumer Reform

We have taken many actions to benefit consumers by

feducing the costsAand'improving the quality and safety

. of prbducts, But one consumer initiative merits separéte
emphasis -- the creation of the Office of Consumer
Representation. We supported legislation last year to create
such an Office, so that the interests of consumers could
-be represented in one government agency. The Office would
not require additional government.employees or expeditures
since it woqld,merely consolidate the consumer offices that
already exist throughout the government. "I am strongly
committed to this legislation, and regard its enaétment

as one of the year's primary legislative priofities{

Public Broadcasting Reform
I proposed legislation last yeaf to strengthen thé
public broadcasting service by providing increased long-
term Federal support, insulation from political pressure,
better coordination among the national organizétions that
run public broadcasting, and more opportunity for citizens
to participate at the local level. My Administration will

work with Congress this year to pass these reforms.

Openness and Integrity
One of our primary goals is to méke certain that the
government's ethical standards are high, and that they are
fully observed. And we must ensure that our government -

R X Open,andunesponsive_to"thewﬁmericannpeople.



25

v -LASt.year, . I .took.steps .in.that direction. by reqﬁining

that the senior officials of my Administration publicly.

" .disclose their:income and assets and pledge not ‘to do -

business with their agencies for two years after leaving

gdvernment service. To increase the government's openness,

we tobk steps ﬁo make certain that the spirit as well as

the letter of the‘Freeddm of Information Act Qas observed.

And we tried to bring the Presidency to the people with

citizen forums and discussion panels throughout the country.
This year, we will continue these efforts, concentrating

our primary attention on these areas:

Lobby Reform

The Administration will press for legislation requiring
registration of lobbyists and thorough publicvdisclosure
of their lobbying activities. This long-overdue legislation

will help reestablish confidence and trust in governmént.

Ethics

I applaud the strong ethical codes adopted last year
by the House and Senate. 1 believe those codes and the
standards established for my Administration's officials
should be made léw, so that they will clearly apply to
public officiais in the future. I urge Congress to pass

the Public Officials Integrity Act this year.

Classification

We are completing a study of classificaﬁion systems
for governnent documents and I will shortly issue an
Executive Order designed to eliminate improper and
unnecessary classification and to ensure that documents

are declassified more rapidly.
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Justice
Civil Rights and Equal Opportunity

All Americans have fundamental civil‘rights requiring
government protection, and all ﬁustkbe afforded equal oppor-
tunities to participate as full members in our.society.

In 1977, this principle guided my Administfation in numerous
areas, and i plan to make certain that tﬁisvyear our efforts
on behalf of civil rights.and equal opportunities continue
.unabated. Our Nation's concern or human rights must be

heard as clearly at home as abroad.

Educational Opportunities

"In l§77, my Adminstration vigorously attacked educational
discrimination on the elementary, secondary and higher
education levels. A major suit was pursued to ensure
non-disqriﬁination at the university levei. At the same
time, we recognized and reaffifmed the importance of
vaffirmative action programs to ensure equal opportunities
at educational institutions through our brief in the Bakke
case. Our efforts to eliminate discrimination and promote
affirmative action programs, rélying.on flexible goals

rather than on quotas, will continue in full force.

Handicapped

HEW issuéd_regulations and guidelines to imbiement
legislation guéranteeing equal access to progréms receiving
financial assistance from HEW. This year the other Cabinet
Departments will issue similar régulations, so that the
rights of handicapped Americans will begin to be fully
observed. We are providihg‘a $56 million loan fund to
States and institutions to enable them to comply with these
regulations and to eliminate barriers which prevent access
| by our handicapped citizens to federally assisted programs
and activities. We are proposing a major increase in
funding under the Education of all Handicapped Children

Act.
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Equal Opportunity

This past year the Administration reaffirmed Executive
Ordér 11375, which'prohibits discrimination oh the bésié
of sex in Federal»employment. In addition, I voluntarily
placed the Executive Office of the President under Title VII
of ﬁhe~Civi1 Rights Act. This year, as part of our effort
to eliminate sex diserimination in unemployment and
~ education, I will continue to urge the ratificaﬁion of the
| EQual Rights Amendment to the Constitution.

This paSt year the Equal Employment Opportunity Commissibn
was redrganized to increase its efficiency. As a result,
the Commission made substantial progréss on reducing its
backlog of complaints; With the more than 40% inérease
in funding that will be proposed in the 1979 budget, the 
EEOC will be able to further reduce its backlog. Early
this year I will propose to Congress a reorganization plan

concerning equal opportunity enforcement which will strengthen

" the EEOC.

_.Anti-Foreign Boycott _
I Strongly supported, and signed,‘legislétion to
prohibit American participation in secondary economic
boycotts by foreign countries. That laﬁ Wwill be striectly
enfarced by my Administration this year through the regulations

just issued by the Department of Commerce.

Minority Business

Last year, we started a number of_programs.to make
more opportunities available for minbrity—owned businesses.
That effort will be continued and strengthened this year:

--  We are half way toward our two-year goal of $2

~billion in Federal purchases of services and goods
from minority-owhed firms. We will reach that

goal by the end of the year.
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e 4.Weﬁwillwnaisewthewgoalufep Federal deposits .in
minority-owned banks above the 1977 level of
$100 billion. |
- We will continue to enforce the $400 million
minority business set-aside prOvision,‘and may
exceed that target.
- We will cohtinue to impiement the minority business
set-aside_policy established for contracts let |
in the Northeast Corridor Railroad Improvement

Program.

Undocumented Aliens

Last year, I proposed legislation to impose sanctions
on employers who hire undocumented aliens‘and to change the
legal status of the many undocumented aliens now residing
in this country. That legislation would afford undocumented
aliens residing here continuously sinee before 1970 the
| opportunity to apply for permanent resident status. It
would create a new five-year temporary resident status
for those undocumented aliens who resided here continuously
from 1970 tb January 1, 1977. I want to work with Congress
this.year.toward passage of an undocumented aliens bill,
.for'this social and economic problem can no longer be

ignored.

Native Americans

The Administration has acted consistently to uphold’
its trusteeship respohsibility to Native Americans. We
have elevated the post of Commissioner of Indian Affairs
te the level of Assistant Secretary of Interior. 1In 1978,
the Administration will review Federal Native American
policy and will step up efforts to help Indian tribes assess

and manage their natural resources.



29

Legal and Judicial Reform

' Last year, my Administration began a number of major
efforts to improVe our Nation's legal and judi¢ial system,'
‘and we intend to pursue those and related efforts fully

this year.

Criminal Code Reform

- We have worked closely with members of Congress to
~develop a proposed revision of the Nation's Criminal Code.
.That revision will co@ify in one part of the U.S. Code all
Federal crime laws and will reform many outdated-and

~ inconsistent criminal laws. My Administration will work
closely with Congress this year to seek passage of first

complete codification of the Nation's criminal laws.

- Judicial Reform

The Federal judicial system has suffered for many yéars
from an inadequate number of judges, and wé'will continue
to work with Congress on an Omnibus Judgeship Bill to correct
this problem. We will also continue our efforts to use
4oﬁr judges more effectively, through legislation which we
havé proposed to expand significantly the'authority of
- magistrates, to increase the use of arbitration,»and'to-
'~ tighten Federal juniédiction; We will work this year to

complete Congressional action on these bills.

Wiretap Refornm

Last year‘we,proposed legislation reforming our
approach to electrdnic surveillance for fofeign intelligence
phrposes, and affording greaﬁer protection to our citizens.
.Essentially, that legislation would require the_gpvernment
ta obtain a courﬁ order before beginning any foreign intel-
ligence wiretaps in this country. My Administration supports

early passage of this much‘needed legislation.
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..Anti-trust Enforcement and Competition . .. ...

Our Nation's anti-trust laws must be vigorously enforced.
Therefore, I recently established a PreSidential Commission
to review Federal anti-trust-enforcemént, and to make its
recommendations this year.

Last year, we initiated a new program, administered
by the Department of Justice, to proVide grant funds to
State Attorneys General in order to strengthen anti-trust
enforcement at the State level. We expect to see the fesults_
of this prograﬁ this year.

By reducing government regulatioh, we can increase
~competition and thereby lower consumer costs. Thié year
we.will continue our deregulatofy efforts in the legislative
and administrative areas in order to reduce anti-competitive

practices and abuses.

Crime Reduction and Criminal Justice

This past year the Reofgahization_Project and the
Justice Debartment have been developing proposals to
reorganize and to impfove our Nation's criminal justice
system, in order to streﬁgthen enforcement and.ensure equal
justice. This year I will be sending a Message to Congress
on criminal justice and crime reduction. My Message will

include proposals to:

-~ reorganize the Federal Law Enforcement Assistance
Administration;‘

- improve}our ériminal research efforts;

-~ - develop better law enforcement meﬁhods against

organized crime, white collar crime, drug abuse,
and public corruption; and,
- develop minimum standards for Federal correctional

institutions.
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FBI and Intelligenqe Agencies' Charters

-~ I plan to issue a comprehensive Executive Order to
govebn the intelligencevactivities of the FBI, CIA, NSA |
and the Defense Department.  That Executive.Order will be
the basis for the Administration's recpmmehdations on legisla-
tive charters governing the activities of the FBI and_?ariqus

intelligence agencies.

Privacy

' The Privacy Protection Study Committee recently proposed

 an extensive list of new legislative.and regulatory safe-

guards. My Administration is analyzing these recent proposals

,and,Will_developmthis year a program to ensure that personal

‘privacy is_adequétely protected.

Distriect of Columbia

‘We proposed last year a series of reforms, including

“full voting representation in Congress, designed to give
~ the residents of the District significantly greater control
 over their local affairs. My ‘Administration will continue

“to.work for the passage . of those reforms this year. .

DEVELOPING AND PROTECTING OUR NATURAL RESOURCES -

Energy .

National Energy Policy

, In April 1977, I proposed to the Nation a éomprehensive
national energy policy. That policy is based on three
principleé, which Wwill continue to guide our progress in
1978: |

- we must learn to use energy more efficiently and
mdre carefully, through conservation measures,
including retrofitting our buildings, factories

and homes;
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- wé must shift from oil and natural gas, which
~are becoming more'scarce, to coal and renewable
sources of energy which we have in abundange;

- we must provide fair prices to producers of energy,
so0 as to encourage deveiopmen£ of new supplies
without permitting windfall profits.

| The debate on this comprehensive policy has been long
and arduous. A number of difficult, contentious issues
remain to be settled. I am confident, however, that the_
Congress recognizes the seriouéness of our energy problem
and will act expeditiously oh this program early this'year.
Securing passage of an acceptable energy bill -- one which
is fair to conaumers, provides needed energy savings, and
is prudent from a fiscal and budgetary standpoint -- will
continue as our highest and mostlurgent national priority

in 1978.

Energy Statutes and Actions

We have already begun to‘lay a strong foundation for
implementation of a national enefgy policy. In 1977 we
took steps to put in place impdrtant policies and Strﬁctural
reforms needed to meet our enehgy goals: |
T Creation of a new Department of Energy which combines,
for the first time, major governmental functions |
of energy research, fegulation, pricing pélicy,
information collection and dissemination, and
overall policy development. Without a strong
_ organization, we would not hope to implement a
comprehensive national policy.

- Congress has approved our proposed route for a
pipeline to bring natural gas from the North Slope
of Alaska to the lower U8 states.

- Passage of the Emergency Natural Gas Act to cope

with the hardships of last winter's freeze and
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assure that high priority gas users were not cut
off during supply emergencies. |

- Funding of more'than $4 billion to store the first
500 million barrels of oil in a strategic petroleUm ‘
reserve. We have already begun to fill that reserve,
and we remain committed to storing 1 billion barrels.

of oil by 1985.

. Outer Contlnental Shelf Legislatlon

Legislatlon to 1mprove the management of the Outer
Continental Shelf for oil and gas development is a maJorr
item of unfinished business pending before Congress. Prompt
passage is necessary S0 that we can have the beneflt of the
lnew law as we move to open more offshore areas to development
and production. This bill mandates long-needed reforms
in the leasing program to provide for the necessary develop- -
ment of offshore 0il and gas while enhancing competition
among oil companies, assuring that the public receives a
fair return for the sale of the publiec's o0il and gas resources,

and protecting our marine and coastal resources.

Nuclear Energy

The United States has also advanced a policy to pre-
vent the proliferation of nuclear weapons around the world.
An International Nuclear Fuel Cycle.Evaluation has been
established with wide international participation to examine
alternatives té existing technologies that might lead to
further proliferation. In addition, legislation was proposed
‘last year to establish better controls on export of nuclear
fuels ang technologies. We will work with Congress to secure
passage of that legislation early in 1978. _

Our commitment to preventing the spread of nuclear
‘weapons has led us to reorient our own domestic nuclear
policies. I have deferred indefinitely the commercial re-

processing of spent‘nuclear fuel and plutonium recyecling.
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- .. The Clinch_River Plant A,jet.ae;f .would waste.more than .

$2 billion while teaching us little thatAwe do not already
know, or cannotllearn from our existing nuclear research
and development program. I have recommended that the Clinch
River Breeder Project be stopped, beceuse it repfesente
a premature and unwise commitment to commercialization of
technology that we do not now need.

However, we intend to eontinue to develop the nuclear
- energy the Nation needs.-

We will continue to move forward with a major_research
program on breeder technology. | |

We will begin to implement‘our program for government.
management of spent fuel from nuclear reactors.

In 1978, my Administration will work towards a policy
for safe, permanent disposal of nuclear waefes. |

In 1978 and beyond, we will carry on a vigorous nuclear
research and development program designed to_give us safe
- technologies that will reduce the danger of nucleer prolifera-
tion and will be ehvironmentally responsible. We will also
seek to'improve the current system of licensing nuclear
peweh reactors in order te cut the inexcusable bureaucratic
‘delays, while firmly mainﬁaining and strengthening heelth,
safety and environmental requirements. I will propose

nuclear licensing legislation to the Congress this year.

Environment

One of my deepest'perSOnal commitments is to a eclean,
healthy environment for all of our citizens. Last May,
"I outlined this Administration's environmental priorities
and policies in a comprehensive Environmental Message.
Working closely with the Congress, we have made good progress
on many of the measures contained in that Message; it will
continue to guide our-edministratiVe and legislative actions

in 1978. Overall, we will:
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increase our environmental outlays by more than
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10%, and provide the new staff resources neéessary
to ensure that the Nation's environmental laws
are obeyed;

determine the best way of enforcing the landmark

environmental statutes enacted in 1977, taking

considerations of science 4nd public policy into
account;

propose several new initiatives,>including a National
Heritage Trust program,_to manage our preciousﬁ

natural resources better and to preserve our heritage.

Environmental Statutes

In 1977, we worked éldsely'with Conigress to enact,three

of the most significant environmental statutes in recent

years:

The Sﬁfface Mihingfb6htfoi énauﬁéélamatiéthéf'”'
establishes a joint Federal-State prbgram to make
sure we usé‘economically and environmentally sound
strip-mining practices. It also sets up a fundj
to reclaim lands which have been ravaged by‘un-
controlled, careless mining, and provides cleér,
stable policy direction for operators. |
The Clean Air Act Amendments, whiéh establish
strict but achievable standards for auto emissions
and ensure continued pfogress in reducing pollution
from stationary air pollution sources.

The Clean Water Act authorizes many of our most
important water clean-up programs and will protect

our Nation's wetlands without unnecessary Federal

' requirements. The Act also reforms the sewage

treatﬁent construction grant program and gives
strong emphasis to the control of toxic chemicals

in our environment.
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We will provide the leadership and the funding necessary
. -—

to carry out these new laws..

Water Policy

In 1977, an effort was begun to ensure that Federal
programs and polioies provide sound and fair management
of our limited and valuable water resources. lwe'beganka
complete review of Federal water policy, which will be com-.'
pleted this year. After close consultation with the Congress,
the”States,“and'the'pdblic, we will propose measures needed
to carry out the recommendations of that study.

We will also coéontinue with the strong dam safety 1nspection
program which was initiated late last year to make sure

our dams, public or private, are safe.

Alaska Lands

Last year, I sent Congress a proposal for use of Federal
lands in Alaska. This proposal will protect 92 million
acres for the public, will create or expand 13 national
parks and reserves, 13 national wildlife refuges, and will
confer wild‘and scenic river status on 33 waterways. 1
hope Congress will adopt these measures, which are needed
this year to preserve the unique natural treasures of Alaska
and, at the same time, permit the orderly development of

Alaskan resources.

Redwood National Park .

| Redwood National Park contains some of the Nation's
largest and oldest trees. Last year, to protect these trees
from destruction by commercial logging at the edges of the
Park, legislation ﬁas proposed to expand its boundaries.

We will press for Congressional action on this bill in 1978.

National Heritage Program

We will shortly be proposing a Federal State program

to preserve unlque elements of our natural and cultural
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heritage. This progrém, rodeled after successfﬁl onés in,.
several states, will be adminiétered by the Department of
the Interior.' Although many of the necessary steps can
be taken administratively; we will. seek some hew législative

authority in 1978.

Federal Compliancé with Envirdnmental Laws
"My Administration is committed to the principle that
the Fedéral government must set a good example of dompliance'
With thosé éﬁvironmental laws.and regulations which have
been>és£abli5héd'fob the pbivétevsector. So_far, unfortu-
”natéiy, the Federai'reéofd has been fdﬁﬁd wanting. My'1979

' BudgetFinéludeé'monéy tb'bring Federal facilities into com<

pliance with existing en&iroﬁmental laws and regulations.

Federal Reclamation

In 1977, we began a‘thorough;revieW"of the 1902 Reclamation
~ Act. 'Aftér the study_has been completed and reviewed this '
‘year, I will propose to Congress any changes needed to

modernize the law.

" Mining Law Reform

Last year the Administration proposed 1egislation to
replace the archaic 1872'Mining Léw ﬁith é-modern leasing
system for publicly-owned mineral resources. The 1872
system has resulted in/withdrawal of large areas of land
from mineral exploration as the only tool for enyironmentél
protection. The Administration's proposal would establish.
a balanced system where the public interests in mineral
development, environmental protection and revenue to the
U.S. Treasury will all be accomplished. Special provisions
would minimize burdens on shall operators and provide in-

centives for exploration.
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Last year I proposed to Congress legislation which
would establish striet liability standards for 0il tanker
spills and would improve regulations aimed at preventing

future oil spills. That legislationlis still needed.

Sclence and Technology

The health of Amerlcan science and technology and the
creation of new.knowledge.1s:;mportant to our econom;c well-‘
belng, to our.national security, to our ability to help -
solve'pressiné national problems in such areas as‘energy; '
environment, health, natural resources.. I‘am\recommendingh
" a program of real growth of Scientific*researchrand”other'7
steps that will strengthen the ‘Nation's research centers
.and encourage a new surge of technolog1cal 1nnovat10n by .
American industry. The budget increase of‘ll% for basic
‘research will lead to improved»opportunities,forqyoung,t~
scientists and engineers; and upgraded scientific equipment-
'in the Nation's research centers. I am deternined to maintain
our Nation's leadership role in science and technology.

We will continue America's progress in_the}fleld of -
space exploration with continued development of the space -
shuttle system and procurement of four shuttle'orbiters
" for operations from both,East and West coasts, development
of a spacecraft to study for the first.time the polar regions
vof the Sun, and increased outlays for demonstrations of |
the practical applications of space~based systems and

development of space technology.
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FOREIGN AFFAIRS

A year ago I set five goals for United States foreign
policy in the late 1970s and éarly 19863: to reassert
America's moral leadership; té;strengthen our traditional
ties with friends and allies; to work toward a more just

international system; to promote regional reconciliation;

|

i .

and to preserve peace through preparedness and arms control.

These goals continue to underlie my agenda for 1978.

MORAL LEADERSHIP

During the past year, we have pfaeequmerican foreign'
policy on a new course consistent withythe values and highest
ideals of the American people. We are trying to 1limit the
worldwide sale of arﬁs; we are trying to prevent nuclearh
explosives -- and the ability to méke them -~ from spreading
to more countries; we are building a new relationship with
the developing countries, and we are promoting human rights

throughout the world.

Human Rights

Virtually everywhere, human rights have become an
ihporfént issué -— eSpecially in countries where they ére
systematically violated. There has been real progress,
and for that the United States can take some credit.

We havé taken the lead among Western nations at the
Belgrade Review Conference on Seéurity and Cooperation in
Europe. Working closely with our Allies, and with neutral
and non-aligned nations, our delegation'—- led b& Ambassador
Arthur Goldberg ;- has conducted a thorough review of |
implementation of the Helsinki Final ACt, in all its aspécts.
We have made cleaf the United States is commipted to the
full implementation of'the Fihal Act‘in this and other areas.
We will seek a further Review Conference in two years; |
meanwhile, we will press for better implementation of the

Helsinki Final Act.
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Non-Proliferation

We must not ignore the enormous dangers posed by the
unrestrained spread of nuclear weapons technology. We
recognize the benefits of commercial nuclear power, but
we also must acknowledge the risks. We believe that alli
countries can enjoy the benefits, while the risks are minimized,
by developing safer technologies and breating new instituti9ns
to manage and safeguard all phases of the nuclear fuel cycle.
Meanwhile, we have decided to postpone a premature commitment
to technologies we cannot yet safely manage on a commercial
scale; and we are seeking to persuade others that there are

sound economic and energy reasons for them to do likewise.

Arms Sales

The world is threatened by the spiraling increase in
trade of conventional arms. Not only do these arms increase
the likelihood of conflict, they also divert resourqes from
other human needs. It will not be easy to slow this spiral.
We will begin to cut back on our own sales in recognition
of the fact that, as the world's principal seller, we have
a duty to take the first step. But wé know that our efforts
can only éucceed if other major armé suppliers and recipients

cooperate.

TIES WITH FRIENDS AND ALLIES

‘The energy crisis has underscored the reality of
interdependence among nations and the need for a stable
international financial and trading systém. OQur own actions
reflect the belief that consultations with traditional
friends and dialogue with developing nations are the only
way that the United States can provide the economic and

political leadership which the world expects of us.
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Working with the Allies

During the past year, the United States restored our
traditional friends and allies:to the center.of our foreign
policy. Within days after his?ihauguhation, the Vice President
visited Brussels, Rome, Bonn, Paris, Reykjayik, and Tokyo.
I met frequently in Washington with European and Japanese
leaders. I participated in the Economichummit-in London, i
the 1977 NATO Summit, and a Four-Power Summit with leaders
of Britain, Germany, and France. At\thé_bgginning of 1978,
-I visited France and Belgium -- and whilq:in Brussels, made
the first visit by an American Presideﬁé to the headquarters
of the European Community. We have also éonshlted with
our European Allies on such diverse subjects as SALT, MBFR,
the Middle East, Africa, human rights, the Belgrade Conference,
energy, non-proliferation, the global economy, and North-
South relations. We will intensify these efforts this year,
expanding the list to include close consultatiéns with the
Allies'oh.major arms control issues.

On ﬁay 30-31, we will host a NATO Summit in Washington,
- and we.éfébalso planning another Economic Summit this year.

We ‘have shown in bgr dealings with Japan that close-
allies can find solutions to shared prbblems. Early in
the year, we were concerned about nuclear reprocessing in
Japan, but through flexibility and goodwill on both sides
a suitable accommodation was reached én'the building of
a nuclear reproceséing plant there. Most recently, we
reachedvagreemént with thé Japanéée.on wéyé to deai wifh
their large current aécount surplus. OQOur trade and economic

talks are another example of constructive action.

International Economic Cooperation

We are working to improve and extend the international
economic system, to strengthen international economic institu-

tions, and to ensure that international economic competition
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takes place in an orderly fashion. We will seek to improve
cooperation among nations in the IMF, the GATT, the World.
Bank, the QECD, and other international organizations which
have enabled us to maintain an open, liberal, trade and
payments system.

The American economy remains strong. Our competiti&e
position in international trade is excellent. 1In 1977 our
merchandise exports.exceeded imports (except for o0il) by
a large amount. OQur inflation rate is among the lowest
in the industrial world.

But our balance of trade and payments incurred a large
and worrisome deficit. There were two main causes:

- In 1977, $45 billion flowed out to pay for
imported oil. This wiped out what would
otherwise have been a ﬁrade surplus.

- The demand here for foreignrgoods was much
greater than the demand for American goods abroad.
In 1977, American GNP increased roughly twice

~as fast in real terms as the GNP of our main
2trading partners.

Agaiﬁét this background, the exchange rate of the
dollar débiined relative to the currencies of Japan, Germany,
'Switzerlana, and other European countries. TheseAdevelop-v
ments led to disorderly conditions in the exchange.markets.
In December I made clear that the United States'would inter-
vene to counter these disorders, and we have done so.

To assure the integrity of the dollar ﬁe must act
nows: »

- We need a heélthy and growing United States
economy, with adequate investment, a prudent
budget, and declining inflation. This will
make us more competitive and more attractive

to foreign investors.
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-- We need to conserve energy and develop alternative
sources of supply. This Qill reduce our dependénce
von imported o0il, and cut the_outflow of dollars.

- We need to see a more vigorous_world econonmy.

Stronger growth, parﬂicularly in cohhtries 1ike_>
Germany, Japan, Switzerland, and }he Netherlands,
can help reduce our own deficits gnd bring
stability to internaticnal payments.

Factors already at work will reduce our trade deficit.
Econqmic activity in Europe and elseqhe?e{should rise.

Our oil imports should level off this‘\"‘yéapj. The effect of
new exchange rates that have already odéurred will, when
their full effect is realized, improve our tréde balance

by several billions of dollars. While.our trade and payments
deficit in 1978 will be large, our,éxternal position should
show some improvement.

We must also augment our capacity to deal with possible
Strains and pressures by strengthening our intérnational
trade and monetary system. I urge the Congress to éct promptly
to apprdv¢ United States participation in the IMF's Supple-
mentaryf%ihancing Facility.

Théfﬁhading nation; of the world are engaged in negotia-
tions t§ feduce barriers and improve the international trading
System.by a recipfocal and balanced opening of ﬁarkets. Freer
v'trade will enable us all to use the wdrld's resources more
efficiently and will contribute to ecohomic growth.

We will also attempﬁ to strengthen the rules that have
regulated international trade during the last 30.years;
Internationalrcompetition must take place within a framework -

of agreed rules that are recognized as apprépriate and fair.

The Developing Countries

One of the most critical issues facing the United States
is our economic and political relationship with developing
countries. Qur economy has become visibly.dependent on

the developing world for supplies and markets.
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North-South Dialogue

Throughout 1975 and 1976 the United States and other
developed countries worked with.a group of developing nations
in the Conference of International Economic Cooperations (CIEC).
That "North-South Dialogue" reached agreement on some issues
in June 1977, but there remain a number of unreéolved questions.
The United States will continue to consult and negotiate "
with developing countries on questions like dommodity price
stabilization, technology, and a common fund for international
buffer stocks. We will pursue the North-South dialogue
in the months ahead, cohfident that the developed nations
and the developing nations can agree upon measures that will

let all nations participate more fully in the management

of the world economy.

Africa

Qur relations with Africa involve energy, human rights,
economic development, and the North-South dialogue. The
Maputo and Lagos Conferences demonstrated that African
countries . can discuss difficult problems with us, to.mutual
advantage;i Qur relations with Nigeria have improved
dramatically.
| The Administration's FY 79 budget substantially increases
development assistance to Africa, including continued suppprt
for the African Development Fund, and other programs to
help African governments meet their people's basic human
needé. The growth of African regional institutions like

the Sahel Development Fund is important to African development.

Latin-Ameﬁica/Caribbean

The Administration's approacn to Latin America and
the Caribbean recognizes this region's diversity. We have
placed great importance on the protection and defense of
numan rights, on halting the proliferation of huclear weapons
‘oapabilities, on reétrainiﬁg conventional arms sales, on
contributing to the settlement of disputes, and on engaging

Latin governments in global economic negotiations.
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We are now seeking Senate ratification of Protocol I
of the Treaty of Tlatelolco, and the‘American Convention
on Human Rights. Through the.Cafibbean'Group, we are trying
to promote regional development. And we intend to help

several nations develop alternative energy sources.

Panama 'f
General Torrijos and I signed the two %anama Canal

Treaties on September 9, 1977. These treatiesAmeet the

legitimate interests of Panama and the United States and

guarantee our permanent right to protgct'énd defend the

\\‘

Canal. They will contribute importantly to regional
stability.

Asia

The United States has sought to underline our desire
for a close relationship with»the developing countries of
Asia through my visit to that continent and thfough regular
contacts with the member countries of the Association of
Southeast Asian Nations. We welcome the cooperation with
ASEAN of the developed countries of the region, such as

Japan and Australia.

Promoting Regional Reconciliation

The greatest danger to world peace and stability is
not war among the great powers, but war among small nations.
During the pést year, the United States has hélped to promoté
productive negotiations in two troubled regions: the Middle
'East‘and Southern Africa. We have also tried to éettle
conflicts in the Horn of Africa and on Cyprus. And we have
negotiated two Panama Canal Treaties that will enhance our

country's relations with all the nations of Latin America.

The Middle East

In an effort to break with the figid approaches of
the past and bring about an overall peacé settlement, I

have looked to three basic principles: normalization of
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political, economic and cultural relations through peace
treaties; withdrawal of armed forces from occupied territory
to recognized and secure borders and the establishment of
effective security measures; and a resolution of the |
Palestinian question.

Significant progress toward peace in the Middle East
was made last year; we particularly applaud President Sadat‘'s
courageous initiative, reciprocated by Prime Minister Beginjy
in launching direct negotiatiqns. The United States will
continue this year to encourage all partieéwto resolve this
deép-seated conflict.

Southern Africa

The entering Administration inherited problems in
Rhodesia, Namibia, and South Africa.
- With the British, the United States launched
- new Rhodesian discussions last year. The
’Anglo-American Plan of September 1 sets forth
fair and workable principles for majority rule:
ﬁ;? transition period leading to free elections,

;fa UN presence, a constitution with a judicially

rotected bill of rights, and a Zimbabwe

;velopment Fund. |

- ﬁfhe five-power Contact Group, in which the
#United States participates, has held discussions
wi;h South Africa and with the Southwest Africa
Peoples Organization and other interested parties
'bn»an internétionally acceptable settlemenf for
an independent Namibia under majority rule.

This effort.has produced.wide agreement, including
provisions for a substantial UN bresénce.

-- The United States has told the South Afriéan Prime
Minister that unless his nation begins a progressive
transformation toward full political'participation
for all its people, our relations will suffer.

We supported a United Nations arms embargo on
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South Africa, prohibited "gray area" sales, and
began a review of US/South African economic

relations.

The Horn of Africa

Arms supplied by the Soviet Union now fuel both sides

of a conflict in the Horn of Africa‘betweenfSomalia and
I
Ethiopia. There is a danger that the Soviet Union and Cuban

will commit their own soldiers in this conflict, transforming

it from a local war to a confrontation With broader strategic
implications. T

We deplore the fact that disagreemenﬁs in this region

‘¢

haVe grown -- With the assistance of outside powers -- into
bloody'conflict. We have made clear to both sides ﬁhat we
will supply no arme for aggressive purposes. We wili not
recognize forcible changes in boundaries. We want to see
the fighting end and the parties move from the battlefield

to the negotiating table.

Cyprus
We hope that the groundwork was laid in 1977 for a per-
manent Settlement in Cyprus and we are encouraging movement

in that;direction.

Preserving Peace

During the past year, the Administration has assessed
~ the threats to our own and our Alliee' security, as well
as onr‘collective strength to combat these threats} We have
- sought to promote responsible arms control efforts and to
reduce competition in arms. Recognizing that a strong defense
is the foundation of our security, we have made certain that
our defense spending will be sufficient and used to maximum

effect.

Arms Control

The fundamental purposes of our arms limitations efforts
are to promote our own national security and to strengthen

international stability, thereby enhancing the prospects

for peace everywhere.
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We are trying td move the Strategic Arms Limitation
Talks toward more ambitious objectives. We want

to reduce, not just contain, the competiticn in

the number of strategic weapons possessed by the
United States and the-Soviet'Union, and to limit
Qualitative improvements in_weapons which merely
raise the risks to all of ﬁs. Precisely because

of our determination to obtain both of these ob-ﬂ
Jectives, and negotiations have been difficﬁlt

and prolonged. However, I am confident that the
agreement that we will present to the Congress

will meet then.

We have also made solid progress toward_an objective
that the United States has pursued for many years:

a comprehensive treaty banning all nuclear explosions.
This treaty will be open to all nations of the

world. It will be a major step toward reduced

- reliance on these weapons and toward halting their

further spread in the world.

At the same time we are seeking arms limitations
agreements with the Soviet Union that will con-
tribute to security and stability in various regiqns
of the world. In Europe we and our NATO Allies

are seeking a mutual and balanced force reductions

agreement that will achieve greater stability and

balance at lower levels of forces. In the Indian

Ocean, where neither we nor the Soviet Union has

yet deployed military power'on'a large scale, we:

- are working for an agreement to prevent a major

military competition.

For the first time, we have begun to négotiate
with the Soviet Union the outlines of a treaty
banning chemical warfare.

An essential eiement of American security is the
maintenance of stability in the Western Pacific,

where the United States plays a majer role in
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maintaining a2 balance of ﬁower. We are seeking-
to readjust our military pfesence in Korea by~
reducing our ground forces oh the Peninsula and
undertaking'compensa£0ry measures éo ensure.that
an adequate balance df_forces remain. We are talking
with the Filipino government abduﬁ: the future of
our military bases there.
- We are continuing the process of normalization
of our relations with the Péoéle's Republic of
China within the framework\qgkﬁhe Shanghai Communiqug.
- In the last year, we have soughg to halt the world-
wide spread of nuclear weapons capacity. Nearly
40 nations have joined with us in an effort to

find nuclear power sources that cannot be readily

used for building nuclear weapons.

Defense Posture/Budget

Thé:defense budget that I am recommending.to Congress
will fulfill our most pres;ing defense needs. I am requesting
increaSeS’in defense spending that more than compensate for
inflatibh;. They are needed to maintain an adeguate military
balance?gh‘the face of continued Soviet military efforts.

—¥ ” As we negotiate with the Soviets over strategic

arms, we are continuing to preserve essential
equivalence in strategic nuélear strength. Here
our technological advantage over the Soviet Union
is most apparent. We are building cruise missiles,
which together with upgraded B-52s will assure
the capability of this element of our Triad; We
are continuiﬂg to develop the M-X hissile system
in case we need to deploy them. 1In this budget,
I am requesting-funds for continued increase in
our Trident submarine force, which is our most
importaﬂt strategic program because submarines

abe so hard for any enemy to destboy.
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- With our NATQ Allies we are trying to improve ?he
initial combat capability of NATO foreces. We will
impfove the readiness of critical combat units,
enhance American capability to send ground and
tactical air forces reinforcements, and increase
our permanent forces there. To lay the foﬁndation_
for future improvements, the budget I propose re-
quests 18% increases in the procurement.of equipmént
for the Army. The United States is not taking
these steps alone; we are participating in a mutual
effort.

- The importance of sea forces to United States national
security is undisputed. The Navy receives the
largest share of the defense budget, and I ém re-
questing funds to continue its modernization.

But, we need to examine the appropriate.size and

mix of United States naval forces in the future.

Therefore, I have deferred spending for new air-

craft carriers until a current Defense Department
';iétudy is completed early this year. While we
lﬁzﬁaintain our naval strength, we should have the
chapability to deploy rapidly a light but effective

combat force worldwide, if necessary, without

overseas base support. To this end, I am requesting

funds for a vigorous airlift enhancement program.
£ O0® % % ¥
In these and other ways, we are seeking to develop a
foreign policy which is wider in scope; a foreign policy

which recognizes global diversity; and a foreign policy

which builds a more just and stable international system.
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Mr. President, Mr. Speaker, Members of the

95th Congress, ladizs and gentlemen:

One year ago tomorrow, I walked from here to the
White House to take up the duties of President of
the United States. I return.gonight to fulfill éne
of those duties: to "give to the Congress" -- and

the nation -- "information on the state of the Union."

Militarily, politically,veconomically, and 1in

spirit, the state of our Union is sound.

We are a great country, a strong country, a

vital and dynamic country -- and so we will remain.-

We are a confident people, a hard-working people,
a decent and compasslionate - paople -- and so we will

‘remain.
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I want to speak to you tonight about where
we are, and where we must go ~- what we have done,
and what we must do -- and to pledge my best efforts,

and to ask you to pledge yours.

Each generation of Americans has to face
circumstances not of its own choosing, by which its
_ : 4

character is measured and its spirit is tested.
There are times of emergency, when a nation

and its leaders must bring their enérgies'to bear

on a single urgent task.

That was the duty Abraham Lincoln faced when

. | 4 N

our land was torn apa}t by conflict. That was the
duty faced twice by Franklin Roosevelt: when he led

America out of economic depression,} and again when

he led America to victory in war.




There are other times when there is no single
overwhelming crisis -- yet profound national interests

are at stake.

At such times the risk of inaction can be
equally great. It becomes the task of leaders to
call forth the vast and restless energies of our

people to build for the future.

That is what Harry Truman did in the years
after the Second World War, when we helped Europe
and Japan rebuild themselves and secured an inter-

national order that has protected freedom from aggression.

We live in such times now -- and face such

duties.
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‘We have come through a long period of turmoil
and doubt, but we have once again found our moral
course and with a new spirit we are striving to

. express our best instincts to the rest of the world.

There is all across our land a growing sense
of peace and common purpose. This sense of unity
cannot be expfessed in programs, legislation, or
dollars. It is an achievement that belongs to every
individual American. This unity towers over all
our efforts here in Washington, and serves as an

inspiring beacon for all of us elected to serve.

This new atmosphere demands a new spirit --

a partnership between those who lead and those who
elect. The treasures of this partnership are truth,
the courage to face hard decisions, concern for

one another, and a~basic faith and trust in the

wisdom and strength of the American people.



For the first time in a-géneration, we are not
haunted by a major international crisis or by
domgstic tﬁrmoil, and we now have a rare and
priceless opportunity to addrgss the persistent
problems which burden us as a nation and which became

quietly and steadily worse over the years.

* * *
As President I have ahd to ask you -- the members
of Congress, and the American people -- to come to

grips with some of the hardest questions facing our

society.

We must make a maximum effort -- because if
we do not aim for the best, we are likely to achieve

very little.
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I see no benefit to the country if we wait,

because the problems will only grow worse.

We need patiencé and. good will, and we need
to realize that there is a limit to the role and
function of government. Government cannot solve
all our problems, set all our ' goals, or define our
vision. Government caant eliﬁinate povérty, provide
a bountiful economy,redﬁce infiation,,save our cities,
cure illiteracy, proVidé energy, nor mandate goodness.
Only a true partnership between government and the
‘people can hope to reach these goals.

Those who govern can sometimes inspire, and
we can identify needs and marshal resources, but we

cannot be the managers of everything and everybody.



We must move away from crisis ménagement and
establish clear goals for the future which will let
us work fogether and not.in conflict. Never again
should we neglect a growing érisis like the shortage
of energy, where further delay will only lead to

more harsh and painful solutions.

Every day we spend more than $120 million for
foreign oil. This slows our zconomic growth, lowets
the value of the dollar overseas, and aggravates

unemployment and inflation at home.

We know we héve to act. We know what we must
do: increase energy production, cut down on waste,
and use more of those fuels which are pientiful and
mbre permanent. We must be fair to people, apd not

damage our nation's economy and the budget.
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It-sognds simple, but I.reéognizé the difficulties
involved. I know it is not easy for the Congress to
act. But the fact remains that we have failed the
American people. Almost five years'after the oil
embargo dramatized the problem, we still do not have
a national energy program. Not much longer can we
tolerate this stalemate. It undermines our national
interest both at home and abroad. We must succeed,

and we will!

Our main task at home this year, with energy a
central element, is the nation's economy. We must:
continue the recovery and further cut unemployment

and inflation.
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Last year was a good one for the United States.
We reached our major economic goals for 1977.

Four million new jobs were created -- an all time

record -- and the number of unemployed dropped by
more than a million. Unemploymeht is at its lowest
level since 1974, and not since World War II has

such a high percentage of our people been employed.

The rate of infiation went down. There was
good growth in business profits and investments --
thg source of more jobs for our workers -- and a
higher standard of living.for all our people. After
taxes and inflation, there was a healthy increase in

workers' wages.

This year, our country will have the first
two trillion dollar economy in the history of the

world.



We are proud of the progress this first

year, but we must do even better.

We still have serious problems on which all
of us must work together. Our trade deficit is
too large, inflation is still too high, and too many

Americans still do not have a job.

I have no simple answers for these problems.
But we have developed an economic policy that is’
working, because it is sensible, balanced, and fair.

It is based on four principles:

- == First, the economy must keep on expanding
to produce the new jobs our people need. Only through
steady growth can American workers continue to enjoy

higher incomes. The fruits of growth must be widely



shared. More jobs must be made available for those
who have been by-passed until now, and the tax system

must be made fairer and simpler.

~-- Second, private business, not the government,

must lead the expansion.

~- Third, we must lower the rate of inflation
and keep it down. Inflation slows down economic
grdwth, and it is most cruel to the poor and to the

elderly and others who live on fixed incomes.

-~ Fourth, we must contribute to the strength

of the world economy.

I will announce proposals for improving our

tax system later this week. We can make our tax



system fairer; we can make it simpler and easier to
understand; and at the same time we can -- and we
will -- reduce the tax burden on American citizens by

$25 billion!

Almost $17 billion in income tax cuts will go
to individuals. "Ninety-six percent of American
taxpayeré will see their taxes go down. For a
typical famiiy of fbur this will mean an annual
saving of more than $250 -- a tax reduction of about
20 percent. A further cut of $2 billion in excise
taxes will give more relief and directly reduce the

rate of inflation.

We will also provide strong additional

incentives for business investment through substantial
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cuts in corporate tax rates and improvements in the

investment tax credit.

Our tax proposals will increase opportunity
everywhere in this nation, but additional jobs for

the disadvantaged deserve special attention.

We have alreadyApassed laws to assure equal
access to the vqting booth,‘to schools, to housing,
and to jobs. But job opportunity -- the chance to
earn a decent living -- is also a basic human right

which we cannot and will not ignore.

A major priority for our nation is the final
elimination of barriers that restrict the opportunities

available to women, and to Black people, Hispanics, and



other minorities. We have come a long way toward
that goal, but there is still much to do. What we
inherited from the past must not be permitted to

shackle us in the future.

I am asking for a substantial increase in
funds for public jobs for our young people and I am
also fecommending that the Cbngress continue the
public service employment programs at more than
twice the level of a year ago. When welfare reform
is completed,.we will have more than a million
additional jobs for those on welfare who are able

to work.

However, we know that in our free economy,
private business is still the best source of .new

jobs. Therefore, I also propose a new program to



encourage businesses to hire young and disadvantaged
Americans. These young people only need.skills -
and a chance -~ in order to take their place in our
economic system. Let's give them the chance they

need!

My budget for 1979 addresses our national
needs, but it is lean and tight. I have cut waste

wherever possible.

I am proposing an increase of less than
two percent after adjusting for inflation -- the

smallest increase in the Federal budget in four years.

Lately, Federal taxes have taken a steadily

increasing portion of what Americans produce. Our



new budget reverses that trend, and later I hope to

bring the government's toll down even further.

In time of high unemployemnt and a strong
economy, deficit spending should not be a feature of}
our budget. As . the economy continues. to gain strength
and our unemploymen£ rates continue to fall, revenues
will grow; With careful planning, efficient manage-
ment, and propervrestraint on spénding, we can move
vrapidly toward a balanced budget. That is what we

will do.

Next year the budget deficit will be only
slightly less than this fiscal year -- but the deficit
. would have been $15 - 20 billion smaller without

the necessary tax cuts I have proposed.
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Thi; year the right choice is to reduce’the
burden on the taxpayers and provide morg jobs for
our people, in order to promote vigorous ecoﬁomic
growth necessary to féaéh a balancea budget as

rapidly as possiblé.

The third element in our program is a renewed

attack on inflation. We have learned the hard way

'that high unenployment will not prevent or cure

inflation.

' Government can help by stimulating privateh-

. investment and by maintaining a responsible economic

pelicy, and through a new top level review process,
we will ‘do a .better job of:reducing'goVernment fegﬁla-

tion that drives up costs and prices.

-




Bqt,‘again, government alone cannot bring
down the rate of inflation. ﬁhen a level of high
inflation is.expected to'continue, companies
raise prices to protect theif profit margins against
prospectiye increases in wages and other costs while
workers demand higher wages as protection against
expected priée increases. It's like escal;tidn in
the arms race and, understandably, no one wants to

disarm alone.

No one firm or group of workers cah»halt this
process. It is an effort we must all make'together.
I ambtherefore asking government, busineéé, 1abor,v
and other groups to join in a voluntary program to
moderate inflation by holding wage and price increases
in each sector of the economy during 1978 below the

average increases of the last two years.



I do not believe in wage and price controls.

A sincere commitment to voluntary constraint provides
a way —-- perhaps the only way -- to fight inflation

without government interference.

Economic success at home is also the key to
success in our international economic policy. An
effective energy program, strong investment and
producfivity; and controlled inflatiqn will improve

our trade balance and help to protect the integrity

of the dollar overseas.

By working closely with our friends abroad we
can promote the economic health of-other nations, and

‘conclude fair and balanced agreements lowering barriers

to trade.
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Despite the inevitable préssures which develop
when the world economy suffers from high unemployment,

we must firmly resist the demands for self-defeating

protectionism. But free trade must also be fair trade.
I am determined to protect American industry and
workers against unfair or illegal foreign trade

practices.

I have outlined several other domestic initiatives
in a separate written message to Congress which I
will not repeat tonight, but there are several other

points I would like to make directly to you.

During these past years Americans have seen

our government grow far from us..
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For the average citizen it has become almost
1ike a foreign country, so strange and dfificult
that ofﬁen we have to deal with it through trained
ambassadors who_have sometim?s become too powerful

and influential ~- lawyers, accountants, and lobbyists.
This cannot go on.

We must have what Abraham Lincoln sought -~

a government for the people.

Together we have made progress toward that
kind of government. You have given me the authority
I requested to reorganize the Federal bureaucracy,

and I am using it.

We have already begun'a series of reorganization
‘plans which will be completed over a period of three

years.
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We have also proposed abolishiné almost

500 Federal advisory commissions and boards.

But I know that ouf people are still sick and
tired of Federal paperwork and red tape. Bit by bit
we are chopping down the thicket of unnecessary
Federal regulations by which government too often
interferes in our personal lives and business.
Overall we have cut the public's Federal paperwork

load by 12 percent. And we are not through cutting.

We have made a good start on turning the
gobbledygook of Federal regulations into plain English
that people can understand, but we still have a

long way to go.

We have brought together parts of eleven

government agencies to create the new Department of
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Energy -- and now it is time to take another major

step by creating a separate Department of Education.

Next month, I will.submit to Congress a plan
to reduce discrimination in employment, and other

plans will be submitted later this year.

But even the best~organized government will
only be as effective as the people who carry out

its policies.

For this reason, I consider Civil Service reform
to be absolutely vital. Worked out with the civil
servaﬁts themselves, these changes will restore the
merit principle to a system which has grown into a
bureaucratic maze. This will provide greater
management flexibility andAbetter rewards for better

performance.



Then and only then can we have a government
that is efficient, open, and truly worthy of our

people's understanding and respect.
I have promised we will have such a government.

I will keep that promise.

In our foreign policy, the separation of our
people from government has been a source of weakness
and error. In a democratic system like ours, foreign
policy decisions must be able to stand the test of
public examination and deba£e. If we make a mistake
in this Administration, it will be because we are too

frank and open.




In our modern world when the deaths of
millions can result from a few terrifying seconds
of destruction, the path to national strength and

security is identical with the path to peace.

Tonight I am happy to report that because we

are strong our nation is at peace with the world.

We are a confident nation. We have restored
a moral basis for our foreign policy. The very
heart of our identity as a nation is our firm

commitment to human rights.

We stand for human rights because we believe
that the purpose of government is to promote the
well-being of its citizens. This is true in our
domestic and in our foreign policy. The-world must
~ know that in support of human rights the United

States will stand firm.



We'expect no quick or easy results, but there
has been significant movement toward greater freedom

and humanity in several parts of the world.

Thousands of_political prisoners have been
freed. The leaders of the world -- even our
ideological adversaries =-- now see that'their
attitude toward fundamental human rights affects
their standing in the international community and

their relations with the United States.

To serve the interests of every American,

our foreign policy has three major goals.

Our first and prime concern is and will remain

the security of our country.



Security is based on our national will and
on the strength of our armed forces. We have the

will, and militarily we are very strong.

Security also comes through the strength of.
our alliances. We have reaffirmed our commitment:
to the defense of Europe, and this year wé will
demonstrate that commitment by further modernizing

and strengthening our militarv capabilities there. -

Security can also be enhanced by agreements
with potential adversaries which reduce the threat
of nuclear disaster while maintaining our own

relative strategic capability.

In our peaceful competition with the Soviet

. Union we will continue to more than hold our own.



‘difficult and prolonged. We want a mutual limit on

At the same time we are negotiating with quiet
cbnfidence; without haste, with careful detérmination,
to ease the tensions between ﬁs and to ensure greater~.

stability and security.

The Strategic Arms Limitation Talks have been

bqth the éuality and quantity of the giant‘nuclea;
arsenélS'ofvboth nations -- and then actual reductions
in strategic arms as a'major step toward ultimate
elimination of nucleér weapons-ﬁrom the face of-;he

earth.

If the talks result in an agreement this year --

."and I trust they will -- I pledge to you that the

agreement will maintain and enhance the stability
of the world's strategic balance and the security of

the United States.




For 30 years, concerted but unsuccessful
efforts have been made to ban the testing of atomic
explosives.-? both military weapons and peaceful

nuclear devices.

We are hard at work with Great Britain and
- the Soviet Union on an agreement which will stop
testing, and will protect our national security and

provide for adequate verification of compliance.

We are now making progress toward this comprehensive

ban on nuclear explosions.

We are also working vigorously to halt the
proliferation of nuclear weapons among the nations

~.of the world, and to reduce the deadly global traffic



in conventional arms sal?s. Ouf stand for peace is
suspect if we are also the principal arms merchant:
of the world. So we have decided to cut down our
arms traﬁsfers abroad, on a year-by-year basis, and
to work with other major arms exporters to encourage

their similar restraint.

Every American has a stake in our second major
goal -- a world at peace. In a nuclear age, each of

us is threatened when peace is not secured.

We are trying to promote harmony in those parts
of the world where major differences among other nations

threaten international peace.



)

In the Middle East we ére_contributing our
good offices to maintain the momentum of.the-cuffent'
negotiétions -- and to keep open the iineéloﬁ
communications among the Middle East leaders. The
whole world has a great stéke in the success 6f
these efforts. This is a precious opportunity for
the historic settlement of a longstanding conflict --_

an opportunity which may not come again in our lifetime.

Our role has been difficult, thankless, and

sometimes controversial, but it has been constructive

and necessary -- and it will continue.

Our third major foreign policy goal is one
that touches the life of every American citizen,

every day: world economic growth and stability.




This requires strong economic performance
by the industrialized democracies and progress in
resoiving the global energy crisis. Last fall,
with the help of others, we succeeded in our vigorous
efforts to maintain stability in the price of oil.
But as many foreién leaders have emphasized, the
greatest future contribution America can make would

be an effective energy conservation program here.

We are trying to develop a more just inter-
national system. In this spirit, we are supporting
the strugglé for human development in Asia, Africa,

and Latin America.

Finally, the world is watching to see how we

act on one of our most important items of business:



approval of_the Panama Canal'Treéties; The treaties
now before the Sena;e are the reéult of‘the work of
four Administrations -- two Democratic and two
Republican. They guarantee that the canal will be
open always for unrestricted use by the ships of the
world, Our own ships have the right to priority of
passage in times of need or emergency. We have the
right to defend the canal with our military forces

if necessary to guarantee its openness and neutrality.
The treeties>are to the clear advantage of ourselves,
the Panamanians, and the other users of the canal.
Ratifying the Panama Canal treaties will show our
good faith to the world, discourage the spread of
hostile ideologies in ;atin America, and directly
contribute to the economic we;lbeing and security

of the United States.



There wére two moments on my recent journey
which, for me, confirmed what.the final aims of
our foreign policy must always be. One was in a
village in India, where I me£ people as passionately
attached to their rights and liberties as we are -~
but whose children have a far smaller chance for
good heélth, education, and human fulfillment than
a child born in this country. The other-wés in Warsaw,
capital of a nation twice de&astated by war in this
century. There, people have rebuilt the city which
war's destruction took from them; but what Qas new
only emphasized how much had been lost. What I saw
in those two places crystallized the purposes of our
own country's policy: to ensure economic justice,
to advance human rights, to solve conflicts without
violence, and to proclaim our constant faith in the

liberty and dignity of human beings everywhere.



We Americans have a great deal of work to do

together.

In the end, how well we do that work will

depend on the spirit in which we approach it.

We must seek fresh answers, unhindered by

the stale prescriptions of the past.

It has been said that our best years are
behind us, but I say again that America's best is
still ahead. We ﬁave emerged from bitter experiences
chastened but proud, confident once again, ready

to face challenges once again, united once again.

We come together tonight at a solemn ‘time.-

Last week the Senate lost a good and honest man,
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Lee Metcélf of Montana. Today the flag of the
United States flew at half—mést from this Capitol
building and from American installations and ships
all over the world, in qurﬁing for Senator Hubert

Humphrey.

Because he exemplified so well the joy and
zest pf living, his death reminds us not so much
of our ownh mortality but of the poésibilities offered
to gs‘by life. He always looked to the future with
a special American kind of confidence, of hope and
enthusiasm. The best way we can honor him is by

follbwing his example.

our task, in the words of Senator Humphrey,

is "reconciliation, rebuilding, and rebirth."
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Reconciliation of private needs and interests

. into avhigher purpdse.

Rebuilding the old dreams of justice and

liberty, of country and community.
Rebirth of our faith in the common good.

>Each of us here tonight -- and all who are
listening in their homes -- must rededicate ourse€lves
to serving the common good. We aré a community, a
" beloved community, all of us; our fates are linked;
our futures intertwined; and if we act in that
knowledge and with that spirit_together we can move

mountains.



[

THE WHITE HOUSE
WASHINGTON

Mr. President =--

Re reference to Indonesia
on page 29

State Departments says that
Indonesia announced plans
to release this number in
1976. And while you could
perhaps claim adding pressure
during '77 to insure that
they kept their word....you
might want to just delete
the words in the sentence
following freed (line 5
from bottom)

=—-S8SsC





