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CROSS REFERENCES

The recommendations discussed in this report are
identified by section and number. For example, the‘recomL

mendation concerning Exclse Taxes 1s the 5th item in Section

v (FEDERAL TAXATION) and will be referred to as IV-5.

The recommendations presented in one section are' some-
times also pertinent.to other sections. For example, when
you study Section II, which deals with GOVERNMENT ORGANIZA-
TION, you may wish to examine also the related items in

other sections, as shown below.

Section See Also Items

IT - GOVERNMENT ORGANIZATION VII-2, VII-5, VIII-1,
V XI"L}’ }CII-I, }{II-Q, XII-3’
XVII=1, XVII-6

III - FEDERAL EXPENDITURES V-1, VII-2, VII-5, VIII-2,
VIII-3, VIII-4, VIII-5,
RN IX-1, IX-2, IX-5, X-1, X-2,
X-11, XI-2, XI-3, XI-4,
© XIII-1, XIV-1, XIV-2, XIV-3,
XVI-3, XVII-1, XVII-2, XVII-4

IV - FEDERAL TAXATION II-9, III-4, IX-1, XII-4,
XII-5, XII-6, XVII-7, XVIII-5

V - FEDERAL DEBT vVI-4
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Section ‘ See Also Items

VI - FEDERAL CREDIT PROGRAMS V-2, XVIII-2

VII - RESOURCES AND ENVIRONMENT  VIII-4

VIII - SCIENCE AND TECHNOLOGY VII-2, IX-5, X-1, XVI-3,
XVIII-6, XVIII-7
“IX - TRANSPORTATION VIII-4
X - MANPOWER POLICY II-10, VII-1, VII-4, VII-5,

XI-2, }G:I-sg .XII-M" XII“S)
X1I1-7, XII1-8, XII1-9, XIII-3,
XVI-3, XVI-U4, XVIII-4

XI -~ EDUCATION . II-7, X-6, XII-3, XII-4, XII-5

XII - URBAN AFFAIRS II1I-5, VI-2, VII-1, VII-3,
- IX-6, X-1, X-2, X-5, X-6,
XI-2, XI-3, XIII-1, XIV-1,
XIV-2, XV-1, XVII-2, XVII-4

XTIT - SOCIAL SECURITY AND

VETERANS PROGRAMS XIv-1, XIv-2

XIV - HEALTH CARE ‘ II-8

XV ~ WELFARE PROGRAMS X-3, X-5, X-7, XII-9, XIII-2,
XIv-1

XVI - BUSINESS REGULATION IX-3, X-6, X-7, X-8, XII-8,

XVII-7, XVIII-l, XVIII-3,
XVIII-6
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Experience over the years, and more particularly the

recent election, demonsirates thatv the pre

&}

ent electoral

college system 1is dangerously inadecuate. The country

is definitely -in the nmood for electoral refofm’ and it

seems highly important that you assume early leadership

in this area.

The provisions of a constitutional amendment, so de-

signed as

to encompass your public expressions on the

subject of electoral college reform, mignht run as follows:

(=)
(v)

(e)

(d)

(e)

Abolish the office of independent elector.
Retain the present number of electoral votes
for eacnh state.

Award the electoral votes in eacn state on a

of electoral voies, provided that the numver 1is
(say) at least 40 per cent of the total elec-
toral vote, will be declared the winner.

In the eveni that a candidate does not receive
the required percentage of the tolal electoral

m

vote, a runoif election between the two top

candidates would oe held as guickly as »ossible

(say, within two weeks).




AV

(£) The winning cancdidate in the rezular election,

or in the event of a runoff the winner of thet
election, wourd immediately be designated the
Precident-ziect, and the vresent laws of

succession would apply from that point on.
In consicering the controversial subject of elec-
toral college reforw, it would be highly desirable t§
consult with Congress William MeCulloch and Rlchard
Poff, also with Senators Dirksen, Hruska, and Mundt.

‘

Vooing Aze

A bonst;cu lonal amendment, whicnh would reguire the
states to extend suiffrage to all those of age 18 and
above, deserves serious consideration. Your leadership
in behall ol such a reform may help to dispel the sense
of frustration that now characterizes so many of our
young people.

However, before moving in this direction, you or
the Attorney General will want to discuss this question

thoroughly with Coagressional leaders of the Republican

Party. There avvears to bc limited support for a voting

age amendnent among Republican Congressmen.

-

Clcan Flectiocone

Renublican-sponsored Clean Election Legislation was
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reported by the House Adminisiration Comnittee during
the 90th Conzresc. However, it was never brought to
the House floor.

The House Republican Leadershivp, the House Repub-
lican Policy Commitiee, and an overwhelming majority of
the Republican mewbers are commltted to this legislation.
It can be anticipated that it will be introduced earf
in the session.

It seems important that the Republican bill receive

the support of your Administration. Congressman Glenard

Lipscomb (ranking Republican on the House Administration

Committee) and Senator Charles Goodell (who was a prin-

cipal sponsor of this legislation when ne was in the
House) should ve contacted at the earliest convenient

date.

£y

Oné possible poiﬁt o] moarrassment 1s the fact that
& numoer of Republican PFinaance Committees were late in
filing their recports under the reculrements of the present
law. /This fact has been publiclytnoted vy the Clerk of

the House and he has forwerded this information to thne

(Johnson) Attorney General.

-

In the 90th Cornzress & Congressioral Redistriciing

Bill was passed by the Houce but was not agreed to by the
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Senate. This bill sceke to introduce the cosenvtliel ele-

ment of certainty into the nresentliy trouzled csituation.

ceLive

Hy

e ef

o

It would establisn temporary criteriz to

ct

during the 9lst and 92nd Congresses and nermenent stan-
dards for the G3rd and subseouent Congresses.

The permanent standards established by this bill are

as follows: ‘

(a) Each state shall establish by law a number of
districts equal to the number of authorized
representativesf

(v) Representatives shall be elected only from
districts so established. Existing provisions
for representatives-at-large in multimember
states are eliminated.

(c) Each district shall be composed of contiguous
territory in as reasonandly comvact forﬁ as the
state finds vracticable.

(d) The district with the largest population in a
state shall not exceed by more than 10 per cent
the district with the smallest population, as
determined under the most recent decennial census.

‘wm_.Something in the nature of guidelines for the Courts
should be enacted. A redistricting pill will undoubtedly
be introduced agzain.

Although the redistricting perlem will hardly nerit




a high priority in your legislative plans, it would bLe

well to call it to the avtention of the Ltiorney General.

District of Columbia Representation

During the past several years, there has been an
increasing demand for some type of Congressional repre-
sentation for the District of Columbia. Three general
plans have been advanced:

(&) Grant the District a nonvoting delegate in the

House of Reoresentatives.

(o) Consider the District of Columbia the same as
a'Congressional District for purposes of re-
presentation. This would give the District one
énd possibly two Representatives.

(¢} Consider the District of Columbia the same as
a state for purooses of representation., Thls
would give the District two Senators and one
and possibly two Representatives.

The "nonvoting delegate" plan can be handled through

a simple statuvory change, wnile the other two plans
vould call for a constitutionai amendrent. Congressional
hearinzs on these plans will provably be neld in 1959.

In view of {the political excitement surrounding tne

District of Coluwbdia problem, it would be well to

in

1G]

truct the Attorney Cencral to confer with the lezis-
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nittees and also
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II - GOVIRNMENT ORCARIZATION

\ -

Reorganization Authority

.

The Reorganization Act of 1C4Q has just expired

(December 31, 1G38). This P
authority to propose reorganization plans for Federal
agencies, such plans to 2o into elfect auvtomatically

>
i

unless vetoed within €0 days by either body of Congress,

The purpose of the ofiginal act was to promote
efficiency and economy in government, anhd it has had bi-
partisan support through the years. In the 1a§t Congress,
the House vofed a two-year extension of the law but the
Senate failed o act.

A special message should be sent promptly to the
Congress requesting renewal of the Presideni’s general
reorganization authority; that is, re-enactment of the
statute that expired in December, 1968. |

In addition, the special nmessage should reguest new
discretionary authoriiy to reorzanize the IZExecutive
Office without further reference to Congress., At present;
the President does not have formal reorganization ?owers
for his own Executive O0ffice which are comparable to

those of capinet office

]

S in thelr separate depariments.




Hoover-type Commission

Your

Adninistration faces nuwrnerous and difficuls

provlems in the arca of government organization. Several

different approaches to restrucituring of the government

may be taken.

(&)

(®)

There is wmuch %o be said for a new "Hoover,
Commission." The various task forces have
repeatedly raised serious questions about the
orgenization of individual depariments and
agencies. There is extensivé‘demand in the
Congress for a new "Hoover Commission.” You
also promised to do this.

2
On the other hand, the Task Force on Organi-

zation of the Executive Branch argues cogently

that an Advisory Committee on Government Orga-
nization, made up of distingulshed private
citizens and staffed by the Budget Bureau's
Office of Executive KManagement, would be a

more flexible device, especially since it would
be able to atiend to urgent problems without
the long delays inherent in a single, méssive
reorganization study. For problems of unusual
complexity, the Task Force recommends special
ceumissions.

Still anotner approach has been suggested by
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(d)

...’9..

.. ) 2 m PR - . N Y
NMr, Ash in &g memorancum that he nrenared for

you., Under his pronosal

e Y . " - 3 & - - -,
tnat memorancum, reorzanizaticn orovlers as
j

proposal cannov be Ligntly disnmissed, its
potenticl difficulties need to be recognized.

First, it would involve the White House in sonme

operating

result in

responsivilities and mey therefore

an embarrassingly large White House

staff. Second, it carries the danger of

and advise

lenged on

authority

some oI your rost trusted colleazues
rs. Third, it meay be publicly chal-

und of over-centralizing

chk
e

(]
G‘l

in an ofificial who has neither been

elected by the people nor confirmed by the

Senzate. Frank Lindsay, Chairman of the Task

Force on

Governisent Crzenization, nas carefully

reviewed the Ash proposal and he compnletely

agrees with the opinion here ecxpressed.

Although the Task Force has argued against a
new "Hoover Cormission” 5, and ¥r. Ash also ques-

tions 1ts

usclulness, 1t 1s importvant to see
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study ol governmental organization does not

(D

b . Ky - . o e o o o S s
rule out early ection based on limited, special

free from the ovjections raised in this report

It is criticelly importent that you reach an early
decision on the general approach you wish to teke to the
many and pressing problems of government reorganization.

In meking a declsion, you should keep in mind that meny

-

.

Congressren, both Republicans and Doqo»rats, are in favor

of a Hoover-type Commissicn; so that, if you delay
proncuncement on this subject, the Democrats will proba
introduce such legislation and meny Republicans would

feel that they must go along.

Office of IExecutive XMaenagenent

for orpanization and managexcnt preovlems. In recent

[0

years, however, its capapility for dealing with special
probvlems has atrophied. An Office of Zxecuvive Manage-

ment was established during the past year within the

bly

The Bureau of the Budget has long had responsibility
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Bureau for the nurpose oI restoring, dbroadening, and

strengithening the management and progran coordination

[ 3d

and management nrobdleme. This mey be accompnlished by
establishing a second deputy directorship in the Burecu;
by naning this Deputy Director as the heaed of the 0ffice
of Executive Maragement; and by assipgning to this 0ffice
the responsibility of reviewing, evaluating, and coor-
dinating Federal programs and of making sure that the
executive departinents nake effective use of regional
agenci§s, especially in their relation to state and local
governments.

It would appear desirable to carry out this proposal
whether or not you accept Mr. Ash's schéme. In any
event, you will want to discuss rather oromptly the

present proposal with Mr., Ash and with the Budget Director.
Arms COGC"O7 and Disarmament Agenc] ' é&tiy

One way in which you could emprasize yonr great an z:;qs

enduring concern Ior the establishment and maintenance
of peace is to endow the Arms Control and Disarmament

Agency, wnich now has & very lowﬁy ‘status in the

k)
(¢}
O
{D
@
}J

establishment, with rcal prestize.
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0y anncuncing that the

Director of the Agency is ©To be given Cabinet staius

A still more dramatic step might be to ask the

Congress to absord the Disarmament Agency in a new Depart-

ment o Peace. Such a Depariment might absord other (?
governmental activities -- for example, the U.S. Inlor- !

mation Agency, the Peace Corps, and the Food for Peace
Program. There nay bde grave difficulties, however, in
persuaqing the Degartment of State and the Congress of
the wiscom ol the proposal.

Either of the two suggested actions would be heartcen-

ing, particularly to young people, both here and abroad.

Governmentel planning in the realm of national
security is now coordinated througn the National Securlty
Council. There is a serious need for & correspoanding
ﬁechanism for coordinating the many sepa arate, and not
infreguently confliciing, policies of the governmental

devariments and asencies concerned with cconomic matters.

P
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It is recommenéed that you give oromnt concidera-
tion to the establisnment of an Zconomic Policy Board.
The leading cconomic agencies -- say, the Treasury De-
partment, Commerce Department, Labor Department, the
Bureau of the Budget, the Council of Economic Advisers,

ernaps also the Department of Health, Education an
I o 2

jo

O

Welfare -~ would have a permanent place on this Bsérd.
Other deparimenis or apgenci (no tably the Federal Ré—
serve Board) would send reoresentatives when their range
of activity was pertinent. The nmeetings wéuld be
scheduled on a rezgular basis, say, every other Monday.
The Chairman of the Council of Economic Advisers could
best serve as the Secretary of the Econonic ?olicy Roard.
The Pre31deﬁt, of course, would preside over this Board.
A Board functicning along these llnes would not
only facilitate the coordination of economic policies and
the early correction oi misitaken policies; it probably
would also eccnomize on the President's time. However,
the Economic Policy Board would not eliminate the need
for the "troixa" -- that is, for occasional'meetings at
which the Secretary of the Treasury, the Chairmen of the
Federal Reserve Board, and the Chairman of the Council
of Economic Advisers would discuss sensitive financial
q{zestions with the President.

In view of the special role uhau Tne Council of
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Wwoulé have under the

[ 2]

Economic Adviser

.
M
3
91
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nronosal,

jeN
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it is recommended that you discuss it with Mr. Xcelracken

in the near future.

Post ¢Ifice Depnartment

In the 16868 Platform, a definite commiiment was nmade

in favor of "extension ¢ the merit principle to post-
masters and rural carriers." Also, full censiderztion

-

of improvements in the nation's postal service, as re-

comuended by the Commission on Postal COrganization, was

o

ledged. Then too, in the last Congress, the House

4

¢

Republican Policy Committee went on record as favoring
the removal of politics'frém the Pbst Office, with rural
carriers and postmasters specifically mentioned.

With the advent of a new Administration, an excellent
opportunity is presented to reorganize the Post 0ffice
Department., A first step has been taken in the appoint-
ment of a businessman as Postmaster General.

As quickly as possible, discussions should ve held
with legislative and party leaders, so that the ramirfica-
tions of a businesslike avnorcacn to the operation of

the Post Office are clearly understood and apopreciated.

Educational Activities
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the reorganization of the Federal

cational activities, wnich 1t asserts are sulferin

because of "a multiplicity of unccordinatod

. PR o e .
devartments and agencies of the IExecuiive Eranch and

=
}.J
w
2}
l,_)
4]
3
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pendent Depariment of Zducavion; bdut notes that it

"did not feel qualified to pass judgment on them" or %o
decide precisely how much consolidation of Federal ac-

tivities in this erea is czlled for. It definitely

st of Commissioner

e
O

favors, however, an upgrading of the
of Education, noting that "the rank and salary of the
Cormissionership are now totally incommensurate witn

the level of responsibility involved."

s

Tne Task Force's coumments on the unccordinavte
nature of Federal educational programs have obvious
merit, and early congideration of this matter by a

special commission seems indicated.
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Yealth Activities

Y Y - SRR R SR r ety e o .
The Task Force on Heulin mokes & varizsiy of rocon-

Ty e . - Ly e T e T e St et ey e e e d e e
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of Health Adviscers witain the IZxecoutive O7fice. These
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two recommendations are of such nature Tthat T

can be best
a
or dy/svecial Commission on the Orzanizaticn of Federal

it

(¢

onsidered either by a new "Hoover Commission®

Health Activities.
The Task TForce mekes otner narrower »proposals that
could be acted on earlier 1I the Secretary of HIW azrees

that they have merit. OCne of
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that the administration of Medicaid and Xedicare be put
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10.

The Task Force on Federal Tax Policy recomnends that

i

you appoint an Madvisory commission” to report to you
within six to eight montns the resﬁlts of a study oif the
status and administration o7 the Internal Revenue Service.
As to status, the inguiry would consider whether ‘the
Internal Revenue Service snould report directly to the
President, as well as whether increased autonomy within
the Treasury Department would serve the public interest.

As to administration, the inculry would consider per-

~

gomé needs, salary standards, and procedures respecting.
taxpayer compliance.

If you should decide on a Eoover-type Commission, it
would concern itsell &as a maitver of course with the
Internal Revenue Service. On the other hand, if there

is to be no new "Hoover Commission”, you will want to

y

consult with the Seeretary of the Treasury and verhavs

3

also with Congressional leaders con the pronosal for a

,O

specigal study ol the Internal Ievenue Service. In this

w

connection, note that the "advisory commission" suggested

by the Task rorce would not necessarily call for legis-

lation.

A -Tahor Court

S & grovwing awarenecs that a comnlete reor-

+]
5
o)
N
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TWH
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ganization of the labor laws and Inc wethod by wnich
they are enforced may be accesszary. L1l tco often,

Congressional acticn has been nullified through agenty

Certainly, lavor-nmanarcment laws should be inter-

‘l

preted and avplied by perso of Jjudicilal temperanent

acting in an atmosvherc that is well incsulated from poli-

tical and special interest pressures. e concept is

&

>

thus being advanced that a labor couri should have Jjuris
dicﬁion over all facets of the labor-nanagement field
Senator Griffin and seven other Senators, 1nc1uding
Senator Percy, have introduced & pill that would abolish
the National Labor Relations Board and establish in its
place a 1543udge U.8. Labor Court similar in many res-
pects to éhe U.S. Tax Court. Similarly, Senator Smathers
has introduced & ©ill that would establish a U.S. Court

of Labor-Management Relations with Jjurisdiction over

vereely affect the public interest of The Nation,
Tre genecral concent of a Lavor Court is intriguing,
but this concept also raises cuestions concerning the

machinery needed for investizatory work, prosecuiion,

1

and so on. Prelinminary discussions of this general con-

cept should be neld at an cuarly doatve betwecen thce Sceretary
of Lavor and the leglislative leaders, including Senator

Griffin.
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Witain the first week or two of your Administration,
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esirable to issute an order to all department ;%
and agency heads reguesting them:

(a) to determire, alter consultation with the

Budget Director, which programs within their

Jurisaiction merit & low priority status; ;
(v) to reduce or restrain at once’ the expenditures
on low priorivly programs in this fiscal year
(that is, between January and June 30, 1989).
The Budget Directér should ve requested'to prepare
a strong directive alonz these lines for your signature.

This action i1s needed in order to bring government

[0
b
(o
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o
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ct
[
s
[0}
©n

under stricter control. It is also desirable

to lay a IToundation for a later reduction or elimination

of the 1ncome tax surcharge ~-- 1f that should be decided upon.

.

Continzency Reserve for Tiscal 1969

The Revenue and Expenditure Control Act of 1968
established a ceiling on expenditures for fiscal 1969,
sﬁbject to exemption for certaln categories‘of expenditures.

You snould reguest the Budéet birector to deternmine

at once wheirer existing plans provide reasonable assurance
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of coming to the end of fiscal 1969 without having to

=

request relief from the legislative expencditure ceiling

—

If such assurance cdoes not exist, the Bureau should sub-
mit to you; by a very eariy date, a plan of further
restraints in order to provide & marzin for possible
sliopage of actual expenditures beyond stipulatec targets.

Needless to say, it would te embarrascsing to ask

the Congress to 1ift the ceiling.
o O

Revision of Budget for Fiscal 1970

There is a strong case, both political and finan-
cial, for revising thoroughly the dbudget that President
Johnson will subnit before leaving office.

You should hold a meeting rather promptly with the
Budget Direcfor (and perhaps others) to decide whether
to reformulate the entire Johnson budget For fiscal 1970.
If a more or less comprehénsive revision of the budget
is decided upon, 1t woulcd probatly have to be presented

to Congress no later then April 1, 1569.

Revenue Sharing

. A good deal of Ccnzressional support has developed

o
(V1

w

for the provosal that the FPederal. government shar

portion of the revenues raised by the ilncome tax with the




states and locealities. This

-

popular with governors and nayors.

Whatever the merits of any general revenue-sharing
program may oe, & decision should be deferred at this
time because of budgetary constraints.

You should also keep in mind the fact that a

revenue-sharing plan is bound to defer or limit future )

reductions of the Federal income tax.

Grant-in-Aid Programs

The existing categorical grant-in-ald system should
be overhauled to give the states and localities more
latitude in deciding on the specific uses of funds to
achieve the general objectives the Federal government
seeks ©o promote. The Task Force on Inte:governmental'
Fiscal Relations has made three main oroposals to thié end:

(&) Congress should be requested to give the

checrity to consolidate existing

(]

'AJ-

President au
grant programs ror related functions, subject
to disapproval by either House within a limited
pericd under the type of procedure used for

reorganization proposals.

. (b) states and localities should be permitted to

T
23

make single epplications.for joint funding of

projects deriving funds from scveral Federal




sources,

by

(¢) sStates and localities should be authorized o

~ LI

transier up to a specified proportion of “unds

(]

recelved under one grant nrogram to another
program of the same Federal agentcy, orovided
the ‘total amount of any Federal program does
not exceed its authorized size.
You should ask the Budget Director and the Director
of the Council for Urkan Affairs to give you, by &an early

date, their reaction to these proposals,



- 23 -

IV - FPEDZRAL TAXATION

Commission cn Federal Tax Policy

A thorouzh reexamination of the Federal tax systenm
is long overdue.

The Task Force on Federal Tax Policy recommends that
tﬁé<new Administration request the Congress to estaﬁlish
a Commission on Federal Tax Policy, which would address
itself to the task of formulating recommendations for a

Federal tax system that "would be simpler, fairer, and

more conducive to the econonic advancement of all Americans.”

The proposal is to request the Congress to esitaplish
a broadly based Commission, including members of the

legislative and executive branches of the government.

Since at least a year would be required for the Com~

mission's study, prompt action on this proposal is essen-
tial if basic tax legislation is to be attemopted in 1970.
You should discuss the proposed Commission with the
Secretary of the Treasury and with Congressman Wilbur

Mills at the earliest opportunity.

Income Tax Surcharge

. Under present Zaw, the 10 per cent surcharge on

income tax expires on June 30, 1869. A decision whether

to extend the surcharge in 1ts present Jorm, to reduce
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moving expenscs of emdloyees /
(¢) 1lidveralize inconce averazing.

Under present lew the nminimnunm standard deduction on
2 joint return is 5200 piuvs 3100 for each exempti5n
allowanle to ihe taxbayer. The provosal is‘to increase
the cdeduction to $300 plus S100 per exempiion. The esti-
s $

million for fiscel 1970. This proposal would e adva

mated revenue loss resulting from this proposal

i\,J-

50

(V)
Ul

W3

tageous to poor people, many of whon have bteen hurt by
inflation. It has considereble merit. -

The Internal Revenue Service now insists in many
cases on taxing, as income o The employee, the major

iy

porvion of tne reimbursenent of his nmoving expenses that

»

he receilves from his employer. In the interests of an
efficiently operatinz economy, public policy should
Tacilitate noblility of the wWork fo:ce.A

You should promnitly inform the Secretary of the
Treasury of your reactlon 10 the nroposals of the Task
Force concerning the ninimum standard deduction and Ine
liveralization of the moviag exvense alliovwance. You

should inform nim also of your owna »roposal for furl de-

duction of drug and medical expenses on the lncome tax
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According to present law, the 10 per cent excise

on telephone service will be automatically reduced to
T
5 per cent on December 31, 1969. S'm‘;arly, the 7 per

~cent excise on new passenger automobiles will fall To

5 per cenb. N

It seems reascnadly clear thalt the government can=-

not afford the loss of revenue in fiscal 1§70 th

result from vresent legislation.

Your recoumencations on tThese excises should be made

ct

t0 tne Congress at the same time as your decision on the

incone tax surcharge is transmitted to the Congress.




The celling on the Federal pudblic debs at present

is $365 billion. Bul,
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ceiling will automatically drop %o 3
30, 1659, then return on July 1 %o $355 billion,

If any revision of the debvt ceilling is to be re-
quested of the Congress, 1t would be advisavle to move
very quickly, so that the blame can be-placed where 1t
belonzs. The Secretary of the Treasury should be asked
to advise you prozdily on this guestion.

Tnere is another and more fundarmental question raised

oy the cevl ceiling. This year the Federal government

hj . . s A - o]
L [P - [ER K -3 < PR
chen = DEX CENT LNUEYEET O SeClUrliLESE Lssued wWioh &

maturity in excess ol seven years (raised Irom five years
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The celling does nov nold down the interest cost of

%

- - Iy Yy o e o - - - - 1
cne pudlic dedt. OCn the contrary, it forces the Treasury

N

to borrow by issuing short-term securities, and under
recent conditions wnis nas served to raise the cost of
borrowing. AT present, the market interest rate on long-

» h3

term 1feagu%J securities, wnhile above the L} per cent

c:-

ceiling, is below the 1lnterest rate the Treasury is forced
to pay for ivs shori-term 2orrowings.
More important still, since the Treasury has been

unable to issue long-tern securities in recent years, it

nas frecuently veen Iorced to come o market witn large
offerings to refirance the debt, and during the periocds

when the Treasury 1s in the marxket the Federal Reserve

an obstacle To the conduct of & stablilizing monetary policy.
The proper timing of a reguest to the Qoduress Tor

a revisioan of the interest ceiling is uncertain. You

should discuss this cquestion at an early Gate with tThe

T the Treasury.
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VI - FOSRAL CREDIT PROGRALS

direct loan and loan guaranty drozrems is needed. The-
W3 - [V}

Task Force on Federal Credit Programs recommends that a

Cabinet Cornittee do this.

The Commititee should consist of the Director oFf the

Sureau of the Budget (as Chairmen), the Secretary of the

1

- Preasury, the Chairman of the Council of Economic Advisers,

and tne Cﬁalrman of the Federal Reserve 3Board.

-

program should be required to document the need Tor its

-~

The hignhest priority need Ior new and existin

Federal loan and loazn insurance programs is to meet th

p - -t et 2 e e - S 3 . - e e e
proolems o tne ity -- urvan reancwal and dsveiopnent,
. t

decent housing for the voor, tnre financinzy o7 private
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a number oL orgaalzational changes pertaining 1o the
Federal go :zrnment's science activities. The objeciive
is to gilv: icience and technoloyg

-

ment ccii.ensurate with thelr vital role in national 1ife;
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fertili..tion in science &CtiV“CleSS and to attract a
‘larger .mber of senior scier _.sts and ftechnologzists into
governr..at service,

o e

Onc of the specific p;.,osals made vy the Task Force
is that posts of Assistant . zcretary for Science and
Technology ove established .2 the Deparitments of Interior,

State, Justice, HUD, Agriculoure, and the Post 0ifice

authority.
You emphasized the deficiencles of Federal science

policy during the campaiga, arzuing that "the government...

is not really in control of itself in this field." 1In
view of your interest and commitment, you should secek at

a rather early date Dr. DuBridze's advice cn the various

m
11
o
1]
HS
r,,j
O
3
Q
D

organizational ovropesals nmade by th
You should also seek Dr. DuBricdsel's advice concern~

ing the orgenizational changes nrogosed oy the Task Force
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on Space. The Task Force recomnends that the adminis-

to program objectivi: ratner than ©0 means oI accor-
plishing tThen, and = .2t there be a strengthening in the

coordination of NAS. and Depariment of Defense space

Naticnal Science Fou. ~ation

-

Dr. Lee A, DuBr.. 3e makes a compe‘ ling plea Tor
immediate reilefl to t... Natlonal Science Foundation. KHe
writes as follows:

"The expendi. re ceiling imposed on the

National Science I ndation for

1Y

iscal 1959 was
extraordinarily dal.zing -- primarily Decause 1t
forced NSF essentvic ly to abrogate grants and
agreements already ..2de to many collezes and uni-

ng to cut the allocation

‘_Jn

versities. It is ooz <h

0

t0o new grants or To renewals of grants; 1t is guite

s

a different thing to say to an investigator and nhils
university that he cannot spend money already
granted. Since, when & grant is made, cormitments

to stafl and equipment are freguently made well in

advance, the expenditure ceiling forced universities

N

either to abrozate such commitments or else to dis

into their cwn funds To meet whet they regarded as
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the nation's failure to make adeguate prozress in develon-
ing new weamons Sjouehu. "Beginning in the early 1Go0's,"

Loaial

the panel states, 'we bezan greatly to overemphasize paper-

proven assunvtions regarding hardware perrormance and

‘costs... , while simultaneously reglecting exploravor

1t

prototype construciion., As a consequence of ithis penny-
wise posture, we have often traveled long distances down
unpromnising roads at consideravle expense before reallz-
ing mistakes. The Task Férce argues for "a significant
increase in the numoer of exploratory protoltypes pulll

: .
in connection with new military systems, and a clear ex-
pectation that only a fraction will prove 'successfult',

Since the Task Force considers the proltotype problen

overriding imporvan ce , you shaould call it

promptly to the aittention of the Secretary ol Defense.

Suversonic Transvort (S8T)

To date tne Federal government has spent close To

half a billion dollars on the development of the S&87.
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Technolosy singles put for early actlon is the vrovisio
of cons tion Tunds Ior the proton accelerator projectd

support Tor this project -- a Tundarmental research under-
d

Lo Tthe nature oI matier -- has so far

been linmited to relatively moderate planning appropriations.

No funding provision has Geen made either for consiruction
The Task Force reports as Tollows: an immedizte
cision to fund $100 wmillion for fiscal X is "neces
decision to fund 3100 million for fiscal 1970 is "necessa

if the outstanding personnel already assexbled...are to

physical science...If we do not soon fund construction

of the...accelerator, we risk not only our world leader-

ship in this f£ield /To the Soviet Union/...but our effec-

of exceptionally valuadle scientists.
You should secik an early assessment of this matier

from Dr. DuBridzge.
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While there 1s general apreement in scienvific circles

the appropriate annual level of funding Tne TasXk Force

on Space believes that vresent armual outlays are "neces-

1

sary and adecuate and 1T recommends that NASA place

e

> b

primary empnasis in coming years on nanned lunar expliora-

tion, on the so-called Apollo Applicatioas 2rogrem, an

on unmanned vlanctery oproves, It does nol belleve tha

space station or a marned Hars mission., There 1s, however,
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some reeling witnin the more ag-
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back to you within this calendar yean. Your Science
.

the head of NASA, the Director of the Burcau of the 3Budzet
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through may e near in achleving drarzatic cost reductiions

in launching and boosting onerations, with potential

3
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O
el

savinzs that "could total many villioc
& o
eriod." It feels that "

should be given o studies of Mmbcrnaulve approaches 1o
i

to provice & nore compietve understanding of the techni-
cal altiernatives, and vo make more complete econonic

3 s o]

comparisons Ior several il

-1,

erent Tuture levels of

provide, avout Wovemser 1, 19069, inTormation upon waich

Joint DOD-NASA program decision could be made.
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