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T~ FEDerAL BUDGET 

6 December 1950 

GENERAL HOlbeiN: Gentlemen~ the Federal Bu • ~. 
Important ~ing!e document iss~m~'h~r +~ ~ dget Is p~ obaSly tile most 

...... j w~ uovernmen.b each year. It not 
only affects our complo~ economic structure but is a basic document to 
our national security ~ It affects each and every one of hs here--as ts~x- 
payers, as individuals, and as" members of the armed fortes, it affects 
every industry~ every business, 6very home in our land, and, in more recent 
Y esa~s, millions of people abroad. 

We feel very "i " 
v~leged and honored to have with us this'morning~ 

~r. Frederick j. Lay/ton, Director of the Bureau of the Pudget, who will 
discuss for us "The Federal Budget.,, ~. Lawton. 

~, LAY~fON: Gentlemen~ i am very much pleased t~ have this oppor- 
tunity to meet with the faculty and students of the Industrial Col.~ege 
of the Armed Forces to discuss budgeting in the Federal Government~ 

The budget which the President sends to Congress each year--what 
it represents arid how it is prepared~-has become increasingly important 
in recent years. Just 40 years ago the ~bdera! Government :s expendittwes 
were less than 700 million dollars, or about 2.fi percent of the total 
national income. At this level government spOnding was regarded as a 
necessary evil~ taxes as a periodic annoyance, and bureaucracy as primarily 
a source of political patronage. The country was rich and the Government 
was small. Problems presented by government spending, by government bor- 
rowing,understoodOr~by debt management were of little popular concern and b~oely 

I doo,t have to dwell on the dramatic reversal that has occurred 
in the last 40 years. Today about 20 percent of our national income is 
required to meet the costs of government, and there is a fair chance 
that this percentage will rise. The economic and social ~np!ications 
of taxing, spending, horrifying, and debt management are of far-roaching 
importance to all of us. .The Federal Budr~et has become one of the most 
potent elements in the economic life of the -~ation. Because of its 
importance, the Federal programs and fisca! policies which thO budget 
represents must be formulated carefully. A proper, realistic, and 
painstaking balance must be reached bet~een the pressin~ demands placed 
upon us by external and internal forces° ° 

~Ye cannot regard the budget as a mere balance shoot or a jumble 
of figures. It must be regarded as what ~t has become--the Chief 
Executive,s expression of national policy. 
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Yet it ~as not until ].923 that there v~as a government budget as 

v~e kno~v it today~ Up to that time the annual reaucsts of the various 
departments and agencies v{ere simply added up and.,submittedt to the 
Congress, In the e~ecutive bran_~h %hero ~-{as no a~0emp to fit the 
various segments into a ~ell-balanced programo Within the Ccngress 
itself the various appropriation requests of the exocutiv6 branch ~-Jere 
revio~ed and entered independently by separate co~.,u[ttees~ Under such 
conditions it ~as obviously impossible, for ~the-~ ~)vernment to obtain an 

over-all picture of its financial requmremen~s~ 

The Budget and Accounting Act of 1921 established the principle of 
presidential responsibility fop developing an Executive budgeto This 
legislation removed~ in effect~ the initiative from the hands of the 

and ave to the president the responsibility of . 
various agencies • g .... ~ ~d baTancing their requiremen~s~ 
reviev~ing their nee~s~ on- a~ju?~f ~ ~ ~- .... ~-7~s~d in the Govern- 
and of reaching a decision as ~o wna~ s~ouAa oc -,~o . . . . .  

ment:s fiscal program~ The B~reau of the Budget ~-~as created by this 
same act to assist the President in carrying out these responsibilities. 

Since the Budget and Accoun°~ing Act of 192!~ additional I a~s and 
Executive orders have given many varied and important duties to the Budget 
Bureau, In addition to its Drimary concern ~-~ith the prcp~ation and 
administration of the budget~ the Bureau is also engaged in the improve- 
ment of governm ent organization and management; the coordination a~d 
improvement of governme~nt statistics; and the rovic~~, coordination~ and 

analysis Of legislation~ 

-In establishing the Budget Bureau as a presidential staff organiza- 
tion~ the Con=~ress dr~~ a clear outline of t~e idsa ~hich in 1939 cul- 
minated in the formation of the Executive Office of the President;~. e Upon 
its transfer .from the Treasury Depsrtment to the Executive Of~mc ~ the 
Bm~eau undertook a more active part in the general management of the 
executive branch and in the strengthening of budgetary controls~ 

Under present laves Federal budget making divides itself into three 
• - that must be done ~by the depart- 

main stages: First~ there ms t,~e ~Jork 
ments and agencies themselves~ second~ there is the v~ork assigned to 
the Budget Bureau~ leading up to the Presid ent~s determination of its 
final proposal; third, there is the stage of legislative reviev~ and 

decision~the ~vork of Congress. 

~[any months before the en~ of the fiscal year the depart~.ent heads 
and their ~incipal advisers~ including their budget officers~ prope~e 
a preliminary ~ ~o~,'k plan for each agency as a ~ho!e,'comparo the tenta- 
tive ~-~ork plan ~ith the Presi dent's budget po!icies~ and examine all 
departmental operatious in an effort to secure the greatest degree of 

economy and efficiency. 



Having had very-close scr~t;irW on the dep,.~'tmental !eveT~ the estimates 
. are submitted to the Budget'Bureau more than nine months before the begin~ 

ningof the new fiscal y e a r ~  Every estimate is analyzed.by exocriencod 
budget e±~,~iners, familiar ¢,'ith the progr~.~s and operations of oarticular 
agencies° The main issues are drawn to the surface. Previous*&ction.by 
Congress is studied for its possible effects upon the estimates. Tentative 
determinations a~.e made as a basis for subsequent hearings conducted by 
the Bureau, in which we take a; c!os@r view of the ass~mptions and ~"easo~s 
underlying each individual proposal. At the sa • 
together with th~'~ ~ . . . . .  .,. , ~ .  m~ , . , ime~ department heads~ 

• ~ ~j execu~zves and staff advisersj work ~~i'bh the'Bud~,et 
Bureau to develop the facts on which the 1!t.ma.oe decision must rest~ 

In surveying each prog~amj the Budget Bureau staff is in a strategic 
position from which to look at the executive branch as a u, ho!e. ~'om this 
vantage point we can identify the points at r~hich z"el~.ted progl~ams of 
different agencies appear to impinge upon one another,;. It. is then o~r 

solutions:e pon~zbzlzbYto theset° wOrkpr oblems.With the agencies concerned to find acceotable. 

This process, of course, does no% reduce itself to mere srithmetio~ 
Often the question is not simply one of figures, but of appraising the 
relative advantages of different administf.ative means to accomplish the 
ends that •Congress has defined by statute~ For -. ~ o 
Security Act co~temola ~ ~_n.. • _... e~zmple, oh, oocial 

. ~t ~ ~.tmculs~ ~oJectives to b ub ~ " ~ ~ ' "' p l_c ~nterest~ but there may U -  ~,,- ;- . . e ~chieved J.n the 
~ ~ u±~.~eren~ r~ays o~ reaching the goal, 

Hence,. oua~ work must extend beyond the evaluation of the scope and character 
of basic programs, It must also concern itself with that ,kind of economy 
which comes from the most efficient method of operation. 

The founders of our national budget system, had this point in mind 
wheneffortsthCYtomadet it the. d.uty, of the Budget Bureau to devote part of its 

he contznuous study of the organization and ~-~orking methods 
of the executive branch. Thus, one of our divisions deals primarily 
with the promotion of better administrative, manage.'uent~ including dJ:zect 
assistance to the departments and agencies in attaining a high meastre 
of efficiency. This effort to achieve a better-run government is a con- 
tinuing one that goes on every day in the year,., in Order that the tcxpayer 
may get his money's worth .from government services, 

The recent work of the Hoover Commission has aroused nationwide 
interest in achieving better g6verr~riental services tb~ough improvements 
in organization and management° Partly as a consequence of this. work~ 
the record of achievement during the past two years has been outstanding. 
During 1949. a significant proportion of the recommendations of the Hoover 
Commission was put into effect by law~ by reorganization pla~, and by 
administrative order~ In addition, since Narch of this year~ the President 
has transmitted 27 reorganization plans to Congress~ %h';enty of thesa plans 
are now in effect~ &ix were disap~oved by fihe Senate~ and one ~'as disap~ 
proved by the House. All these plans either applied specific recommenda- 
tions of the Hoover Co,remission or were consistent with the gen6ral princi- 
ples of government organization laid., dovm by it in its reports,, 
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f~ the proportion of the Commi ssio~Is 
With the 20 plans put into e_zect~ eorganizations plans 

recommendation v~hich can be acted upon through r 
• ~J- • v~i!l approach 50 percent of compl~3.one Never be~Lore has so much of 

comorehensive plan for reerganizi~]g the Government been put into effect 

v~ithin such a short period o~ timoo 
- the 

These accomplmshmen~s have enabled us to move ahead to, yard 
achievement of three principal objectives: 

One~ the strengthening of executive responsibility at all levels 

in the executive brancl~ 

Two~ the improvement of central staff and administrative services 

for the entM~e executive brancho 

Three~ the grouping together of similar governmentai functions in 
the important fields 6£ transportation, labor, housing, and general 

governmental ser vices, 

Other significant improvements in governmental administration have 
been made possible as a result of the Executive order by ~-Jhich the 
President directed the head of each department and agency to make 

.... s of the vray in v~hich his organization is carrying out 
systematic r ev~e,,~ 
the responsibilities assigned to it and is developing plans for internal 
management imnrovement~ This order also set up the P~cesid ent~s Advisory 
Corm~itte~ on ~nag0ment---a groun of outstanding representatives of 
business~ industrYofand government ~lhe assist the President in finding 

• ~ . . . . .  t problems v~hich ~'~e face° 
solutions to some the broad-scale m~nage~eu 

In addition~ Title X of the Classification Act authorizes cash 
av~ards and promotions for Federal employees v~ho suggest more economic 
or efficient ~-~ays of per~o~ mmng theS~ v~ork® This provision has given 
impetus to the efforts of the dep&rtments and agencies to adopt improve- 
ments in their internal operations~ By means of this award system~ a 
permane~t program for management imnrovement has been instituted which 
is expected to produce economies and efficiencies of lasting value~ 

I might say that ycsterday~ in a discussion of the management program 
of the DeOartment of Defense~ ~-,,hile General ~cNarney was briefing the 
lh, esident~'s Advisory Committee on ~danagement~ he stressed this particular 
factor as one of the important v~ays that management ~mprovemont ccu!d 
be brought down to the lov~est echelon and consideration and thought given 

~.~cNarne~ felt that it v;as one of the ways by v~hich 
to it ther~ General ~ 
management could rise to the too rather than be dictated to from the top 

down~ 4 



~Ith this record'of ~r~st improvements, and with the continued 
public, congressional, and presidential interest in better m~ge- 
ment~ it is important not onl~ %0 ~mintain an active progr~ to 
achieve f~rther specific • • 

~n~ ovements, but also to work for the 
establishnent of a ma~agement system in the Government which frill 
continue to function effectively in the years to comee 

In performing its management~improvement activit" t 
carries on a varlet of " nt~;n~-~ ÷ ....... • less ~he Bureau 
I have already Y co ....... ~ ~k~ ~.n aa~]mion to the progra~ 

. mentioned. These activities include: 

I, Car r " 
Yzng out the changes v;hich the reorganization plans 

approved by the Congress recommend, 

2, Following up to see that the reorganizations accbmplish 
%he desired end and are not merely "paper reorganizationso,, 

3o Studying organization and operatlng ~ethods for such programs 
as the administration of foreign policy~ sciefltific research, credit 
and bank supervision~ and regt~latory agencies~ 

4, Improving and simplifying procedm~es used by all governmental 
agencies. In recent years special attention has been given to budget- 
ing and accounting, property management~ and personnel procedures. 

5. Developing imp~,oved methods of inventory control, supply 
cataloging, propertyutilization, and the maintenance amd use of 
automotive equipment. 

6o Exchanging ~]formation with other parts of the executive 
branch on successful management practices~ so that one agency of 

byg°Vernmentothers inCansimilartake advantagefieldso of improver~ients that have been made 

7o Assisting the agencies to solve specific problemsa This 
assistance ranges all the way from conducting a topside organizational 
study in the Department of Interior, for example, to advising on the 
use of addressograph machines in the Atomic Energy Comaissiono 

The BUreau sponsors and engages in these activities as a part 
of its responsibility to preserve and improve the capacity 
Government to serve .the public economically and well~ of the 

In 1939 when the B~eau of the Budget became part of the 
Executive Office~ thePresident delegated to it the job of obtaining 
for him the views of theagencies and departments on proposed 
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legislation~ pending bi!is~ enrolled bi!ls~ Executive orders~ and 
proclamations, He has s2so delegated to the Btreau of responsibility 
i'or comuunicating his position on these matters to theagencies for 
their guidance and to the Congress for its informatione This clear- 
ance i'unction ~ose out of the necessity for reviev~ing proposed legis- 
!ation to determine its fiscal and hudget~'y implicatious~ and the 
necessity for having a central point to coordinate for the ~.~esident 

the vievls of the agencies on enrolled bi!Is~ 

..: - • ~ referred to the 
All agency proposals for ne7~ leg~.s!atmm~ are 

Bureau in order: 

]~o That they may be analyzed from the point of viev~ of theil " 
fiscal iiplications~ in the same general manner as direct bud~et~'y 

requests, 

2~ That they may be referred to all other interested .... -" 
" "n q. be_n~ made 

in order to pre%ent conf~mctm g or overlapping re ~csts ~ ~ 

to the CongressQ 

~-~de determine the relation of each major 
3o That the ~e ..... nt can - 

proposal to his general program and policies, 

In cases ~here an agency proposal conflicts ~ith other agenci es~ 
programs and responsibilities; or where the request is inconsistent 
~ith the Presiden t~s ~oolicies~ the Bareau assists in ~orking out the 
matter by inter agency" conferences or by direct referral to the ~csident, 
Once this is done the agencies concerned ate advised of the relationship 
of the proposal to the Presiden t~s program~ so that a s~a~eme .... of this 
relationship cai be included in letters transmitting legislative proposals 

to the Congress~ 

In a similar way~ agency reports on pending legislation ~'e also 
reviewed and coordinated by the Bureau, Y?~on con~i~ressional time schedules 
do not make this Dossible~ agencies are authorized to make the.~9 reports 
directly to the committee without pribr s~Dmitta! to the Bureau® Dm~ing 

• - a ~ e n  y . t h e  E i g h t y - f i r s t  C o n g r e s s  a p p r o x i m a t e l y  I 0 ~ 0 0 0  ~ c ~ r e p o r t s  o n  g e n e r a ~  

legislation wet e r e v i e v ~ e d ~  

The Bureau also handles enrolled bills in a similar fashion, 
These bil!s~ passed by the Congress~ arc re.i/erred to interested departments 
and agencies for their comments and reco~;~endations~ The B~reau then 
furnishes the ~esident with the vie~~s of the agencies~ to~other ~-~ith an 
analysis of the enrolled bi!!~ including an estimate of its cost and its 
effect on the current programs of -the executive branch~ Tha report to 
the P~esiden% also includes any action doc~nen ts~ necessary to put ~is- 

~-~ Executive orders~ 
lation into effect~ such as public announcemen~o~ 
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proc lamat ions ,  and l e t t e r s  '50 agency heads ,  S 
togethe.r J-milarty., when" the P~esident decides to veto legis]iative enactments, the Bureau, 

with the agencies and the ~ite Hous-~ staff. ~ren~- 
c~afts o£ veto messages for the PresJdent:.~ ~,~.-...~-. _'~C '" _as 

........... ,-uc.~'a~lon. During the sessions o£ the Eighty-first Congress to date rcpo rts'~-~ere 
prepar0d on a total of approximate]v 2 0 n ~ . . _ 
over i.900 bec~ ~-- .... • ^ J ., 0~ enrolled o~l!s, oe w -;~ 
Seventvlf~v~ ~7"~'~-f~-~'~_'v'~ .lnc±uo.i~g d passe  d 0ver a Pres iden{ ° - h___ 

_ ~v~ u~ ~n~e olils were vetoe~ ~ +u .... ?.a.l voice 
• ~ ..... ~nu vcLoes susl;a.mncd. 

In much the same way, ~ecutive orders, V'oclamations, public 
land o-~ders, and similar types of presidential decrements are sub- 
mitted to the Bureau of the Bh/dget for appropriate review and clear- 
ance. In some cases these documents are prepared in the Bureau~ 

As part of the regular budget process, the Bureau requests each 
agency to submit a p~' -lmm~nary P~'~p~Se~ leglal~tlve program for the coming 
year~ along with its regular budget ubmmssion in Septembel.~ This 
enable~ the Bu?eau and the }h "~ s " 

"eszount to make the budget a more com- 
plete document, reflecting financial data for all presidentially 
approved proposals known at the time. This task~ a].though closely 
related to the review and coordination of specific 
proposals made by the agencies~, serves the ~urther~ purposelegislatiVeof 
placing the procedure on a more systematic b~'.sis, and permits more 
time for study and analysis of the proposals in proper relation to 
the total budget outlook at the t 
b ' ~e~ As a result~ the agency is 
e0ter able to establish work priorities and formulate finai-~snS 

for the coming congressional session~ 

I have been emphasizing~ so far~ the manner-in which we review 
major government programs, err endeavor to improve the way in r~hich 
thes~e programs are ad~ministered, and the type of staff assistznce 
~hich we provide the lh~asident~ Let us nor~ turn briefly to that psrt 
of the process which gives special attentJ.ory to the relation bet~veen 
budget expenditt~es and the Nation,s economy, and to balance and con- 
sistency among govorrn~ent ~ P -ogramo~ 

The Bureau,s Division of Fiscal A~a~vsls reviews related programs 
c~ried on by different government agc~cies° This is a broad program 
review r~hich ma,~ - take either of two forms: the detailed and comorehensive 
analysis of a broad area of ~' 

"ederal activities in ~ o~er to lay down 
guidelines for Bureau action in the future; or spot studies of particular 
problems ~:~ising wibhin particu!~ program areas~ 

An example of the comprehensive review of a broad area of Federal 
activities carried on by different government agencies can be seen in 
a recent project dealing with educational activities of the ~ederal 
Government, The project arose from the fact that there are more than 
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I00 Federal ~ograras involving expenditt~os for education~ training~ 
" ~ s administered by a score of Federal 

and ~ esearch, These pro~ am are 
agencies and re~oresent an annual expendibure of several billiom dollars. 

The need for .facts on ud~ich to base a Clear and comprehensive 
Federal policy prompted an intensive Bus-~eau study both in V/ashington 
and in the fieldo This study included (!) an analysis of the natt~e 
and scope of existing Federal educational programs and related policieS, 
(2) determination of the basic problems -~-:hich the Government faces in 
its relations ~,-d.th educational institutions and systemsj and (3) devel- 
opment of recommendations for use in the formulation of a consistent 

and unified policy in this;fie!de 

Other major programs s.:hich have received siz~!ar study in recent 
months include a review of the general communications policies regard- 
ing direct operation of transportation and communications facilities 
in peacetime~ and a study of the feasibility of proposing the adoption 

~ ! ~ facilities and services. of user charges for ~edexal y-orovided -- 

,~ -~ ~ ograms the B~reau conducts 
As a par% of its revie~'~ of gov~rnm~.n~ pr _ , 

special studies of govornment-v~ide problems of a financial nature. One 
studyj for example, deals ~vith loans and loan guarantees. This study is 
a~cd at developing a clear-cut pict1~ °e of the extent and potential 
budgetary impact of existing and proposed loan and loan guarantee progr~s~ 
at isolating the major common or related policy problems, at developing 
over-all criteria useful from a standpoint of both legislative action and 

- ~'~- the present sr~;msaible fut~me ways of 
policy reviovl, and at explo[m~g 
achieving coordination betv:een these programs and the over-all fiscal 

and e.cono~.ic policy of the Government. 

Another project has resulted from the groT;ing concern of state 
and local governments over acquisition of real property by the Federa! 
Government° As a result~ the Bureau has taken the lead in formulating 
a set of recon~mendations on ~ayments %6 state and local governments on 

eob~e, T,.~oe recommendations will be 
account of federally or:ned real ...... '" ~ ~ uOLgl OSS~ 
developed into drs£t legislation to be presented to the " .... 

The continuing review of broad government programs gives the Fiscal 
Analysis Division the information and background needed to takethe lead 
within the Bt~eau in deve!opinz bud:jet policies and assumptions~ This 
division~ for exam-ole, prepo~es periodic ,,pr~viev~s" of the budget out- 
look for -the c~n.rent fiscal year and for'one~ t~'~o~ or more year's ahead. 

of Economic 
These enable the Federal Budget Director~ the Council 
Advisers~ and the President %o consider broad questions of fiscal 
po!icyo Those previe~';s are also o£ basic importance in establishing 
the tentative p]gnning figures which guide agencies J.n preparing their 

- ass:~.mptions to be 
t oudge- estimates~ This group also develops economic 
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Used i n  p ~ ' e p ~ i n g  t h e  b u d g e t ,  a n d ~ p r e p ~ e s  r e c o ~ . ~ e n d a t i o n s  on o v e r - a l l  
fiscal policy dictated by those assumptionso 

In order to provide the Bureau" staff with first-hand inf .' 
on government programs in the field- ~ ' ~ , ~ / , , , ~ - ' . - ~ - - .  ~ ormation 

• --,~ ~,,~J.~oaln a small Field Service ~~ith offices in Chicago, Denver, Dallas, and San ~banciscoo The .F'~eld 
Service provides the central, office with examinations and analyses of 
agency operations and progra~ in the field, where approximately 90 
percent of the total personnel of the Government is engaged. .This 
information directly assists the Bureau in its job of revi~n~ing the 
programs, budgets, and management practices of the agencies° 

The le±a Service also explores the working relationships among Federal 
agencies and between the  Federal Government and state and 

local ~overnmentso The field offices serve as eyes and ears for t h e  
Bureau~ informing the central office of emerging polio}- and .4 ~ , 

o~ram problems as they first appear in field operations. I~. many cases 
suggestions for the elff~ination of waste and inefficiency &t.e adopted 
on the spot. In any event~ reports are made to Washington, whore action 
can be taken to solve the problems before .they become too serious and 
to effect savings t~ough iron, cerements ~ adminisbration and management 
of agency field operations. 

Our other, and last, major ~ea of responsibility in th@ Bureau 
is the duty of coordinating and improvln£ Federal statistics. These 
responsibilities are aimed-primarily at simplifying and reducing the 
number of government forms, so as to minimize the burden on the general 
public and on ;rivate business involved in the collection o_~" data by 
the Government, and to eliminate duplication and vJaste in the statistical 
work of different a genciesa ~Te also seek to insure consistency and 
unif°rm definition ~ related statistics and that the most modern and 
economical methods are used in the collection, analysis, and presentation 
of statistics. The Burea-u*s Division of Statistical Standards is the 
principle place in the Government where adequate infornmtion exists on 
the statistical data available from each agency, how .good these data 
are for specific purposes, and hos-~ the Government can most economically 
obtain the factual informer.ion it needs for broad policy dec.isions. 

All these resoonsibilities, functions, and activities are not, 
after all, theories or abstractions; they repres@nt the result of the 
hard, long ~vork of a great number of specialists. The ~vork and skills 
of these people are brought ~to focus in the preparation of the President is Budget~ 

All these specialists con%.ibut6 their share of knov~ledge to the 
examination of departmental requests. There is thus ablending of 
judgments and a pooling of resources that lifts budgeting above a mere 
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calculating job° Through utilization of all its s~af~ re s 

........ t to the departments and 
the Bureau is frequently able to o~,~ • • ~ ares at 
agencies p/,actical ~-~ays of carrying out partlc ul~ P ~'°g~ 

l~:~er costo 

On the basis of our ye~-zound examination of esti~atess our 
management studies, the revie~'~ of legislative proposals~ and the 
broad-scale analysis of fiscal policies, togethe~ ~-~i'th the additional 
information obtained tlrough the budget hearings, ~-Je a~e able to 
place before the" President a coherent budget proposal for the entire 
executive branch~ ~~ith a proci&e indication of the ~,obleu~ that 

require his study and decision. 

It is certainly cle~' that v~e could not undertake an assignment 
of such vast scope ~-~ithout the great contributions tm'~ard this end 
made by the deportments and agencies themselves. It is equally clear 
that our recommendations -~-~ou.ld mean very little ~ithoht our. ~.~orking 
knm'~ledge of ho~~ things stand in the vm~i "us agencies. 

" ecommcndaticns is 
Needless to say, final action on the Bureau ~s r on the.Ap~'opri 

taken by the President, L..ecause of his prior service ations 
Co~ittee and his experience on the ?jar investigating Cor~nit~ee~ preoiden% 
Trt~nan has a rather keen g~asp of budgct~:Y problems. HeenterhaSingalV~aySintodeV°te(the 

. ~ ~o v~e have hadlO conference: considerable time to the consideration of the est~natcs 

~.~ith the P~esident~ each aevo~ea ~ ..... s~o- 
recommendations of the B~eau ~'e prep sa~cd for a group of deps~tments or 
agencies, they are presented to the P~esmacn~ discussion of the policy 
issues is had~ and decision is reached by him ou those issues, Thebudget~ 
in the truest sense~ is the ~'eSi dent:s o~-~n ~-~ork~it is his program, 

Such a comprehensive and coherent fiscal program for the entire 
executive branch differs substantially from a mere accu~lation of 

a~enc ,grams. it is something more constructive~ it is a 
v~ious -~ y pr 
more productive moans for serving the public interest. 

It is in this ~-~ay that the Federal Budget, in its final form~ 
compounds a great many specific judgments and preferences into a 
unified program for the benefit of the eut~re Nation° 

Thank you. 

QUESTION" ~.~. La~'~ton~ ~-~ou!d you comment on the distinction 
be%'~een program coordination and planning and budget p!anning? I am 
thinking nm'J of the function ~orformed during the ~ar by I,~o Byrno s~ 
Office of ?~ar ~_obilization and Reconversion~ an over-all coordinating 
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and planning agency~ as distinguished from the work of the Bureau of 
the Budget~ and I am wondering whether there is a proper place for two 
such sepaz~ate exccutivc agencies in eacet" 
thesis developed bv~ ....... ~ .... ~ comers° ..... ~nP:'nls booklme~"Pr os!dent:,.a!!am thinkin..g of ~,th~ 
which y o u  have read, doubtless Agone 

~q" LA~CON: Let us consider that question, first, in its specific 
re!ationshi9 to peacetimeo There are specific needs in certain areas~ 
For example, the Hoover Con~isslen reconumended a group of that tyoe to 
deal vJith the general problem of rOsource d 

im.provements, river basin improverL1ents, and evelop~ent 
in 

the programs of recl&m~tion~ p~,'er, flood control, river andthe h<~borC°Untry-- 

national advisory co~dttee, that deals with so forth.. There is a 
international nature, financial'problems of an 

There are certain other groups, more o~ 
composed of interested agencies on an interdenartmentA! basis, thatless 
deal ~Tith ~oblems of housing and things of that sort~ There is not 
the same need in peaceti~ne as there is in nart~.le for a central 
coordinating group over these oil%or coordinating groups; they can be 
handled largely thorough presidential staff assistance rather, than 
t~mough an organizational unit. 

The need d-~fers~= entf~ely when we are in a period of either 
mobilization or demobilization, Then there are decisions that must 
be reached speedily and with authority, decisions that the ~cesident 
Just does not have the time to review in % . . . .  
get along at present ~'~itnout / an ~ ~ . .near qetaml® ~Te could not 
Security . . . . . .  R@sour~=~ ~ .... u.; ~* . or~an_zaD~on.~ . . such as the N~,tio~ ngl 

~s rcall mn ~ at ~rese • Y~ mrs ~,~ethod of ~ • ~, nt~ a successor to +.~.~ n~- ...... . ... - . op~ratmon 
n e e d  a s i r . ~ ! a r  + , v , ~  , , e  ~ - ~ . -  , . az ~ , z o u z l l z ~ . t i o n .  ~:[e ~:z~q~ 
pass---as I hn~-~[^~ ~.~ncy "~jne.n %~e reconversion oroblems ~'-~-~ 

~ ~u~.~ mn "onose cases is 
usually a facilitating one of fact gathering and consultation, so 
that financial orograms that carry out major policy decisions are 
properly iuplemented in a budgetary sense, and so that the right 
amount of dollars is there~ but not too great an amount, 

ITs deal very closely, as a matter of fact~ with the NSRB a% 
the ~resent time, servJmg on several of its committees and partici- 
pating with its staff in exchangeof information or furnishing such 
information as is available to us. But the decisions should be~made 
by a group that can devote its entire attention to t?mt problem~ 
because it is too big a problem to t~hrow On an agency that has as 
many normal and regular duties as we have, 

QUESTIOn'S: ~ ~ . 
• " ~ ,  ~ a v ~ o n  what " ~ - - . 

Bureau 0f the Bu ~ , , ~  , -  : . . . .  .oudoet ana fzseal revm~7 does the 
do_t e.~erczse uv~z. those-agencies that have both a 

legislative and an executive-connotation, regulatory agencies like 
the Federal Power Co~mission, and others of that nature? 

II 
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~,~%o LA?Y~ON: We exercise the same control over t h e  re~u!atory 
agen6ics that we do oTf~r any other executive agency of the Govern- 

me l i t ,  " - - ' ~ ' " - .  

The distinctipn is with resSect to the agencies in the judicial 
branch of th6 Government as such~ over which }-~e have no direct control 
in the sense that }~e can determine a figure o.~ a legislative proposal; 
but ~'~o do have~ ~-~ith respect to the Judicia~Y~ the tightto comment 
and make recommendations to the Appreciations Committee.o 

As to the purely legislative ageflcies, ~e have n~ control at all, 
• ~ t Our. only function-there is to includej ~,;itnou change, the estimates 

of appropriation they present to us in the total budget pict ua~e. 

In the case o£ the District of Columbia, ~e have adopted the 
policy of ts/<ing a look at the total picturc, and 7~e confine o~Jr selves 
to a review of whether the total l~og~am of expenditure presented is 
~-~ithin the revenue of the District® 1% is mercly a question of a total 
balance and a decision on the amount of the Federal contribution, Vie 
do not go into detail as to the v~ious estimates of appropriation, 

In the ~ase of the oldest'of the regulatory commissions~ the 
Interstate Commerce Commission~ ~e do have a bit o£'a problem in that 
it very seldom c!esrs legislative proposals -~-;ith us~ although it is 

kind enough to send us a copyo 

QUESTION: ~,,~. L~:~ton, rJould you cormnent on the ~Qrk of the Bt~eau 
in its job as a legis-7-ati ve clearance agency, particuls2clY ~-~,ith respect 
%o y o u r  ability to influence legislation in its formative stage tb_~ough 

your contacts with the Congress? 

}~%. LK?~'ON: ~[e t r y  %o avoid di~'~e ct contact ~;ith Congress~ prefer- 
ring to Is$ the agency primarily ~ responsible .for a piece Qf legislation 
make those contacts after having •received no%ice as to the relationship 
of that particular piece of legislation to the Pr. eside ntis program. In 
developing advice as %0 the relationship of a psrticuls-~ piece of 
legislation to the Presiden%*s program~ v:e~ of course, check with all 

other interested agencies 

H0r;evtr, in recent yea~s, psrti.cularly during the last two 
Congresses~ ~Te have had a great deal of contact ~-~ith the committees, 
on the basis of furnishing our o~~n af~.aiyses and factual information 
with respect to legislative programs. As a matter of fact, in the case 
of the expenditures co~ittees~ every'piece of legislation they handle 
is referred to us for our o~n comment, in addition %0 the coordinated 
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Views of the various agencies. The same thing is true in the case 
of the Cor.~nitteo on Education and Labor in the Senate, and one or 
twO other committees. 

Generally~ ~-~e testify only on problems thaz are government-~ide 
in scope. And one of the Pal ~t!cul~" ~ reasons why ~'~e deal so closely 
with the expenditures committee is that nest of their legislation 
cuts across all goverrm.~ental agencies. 

}Ye are. called on, from t~,~e to time I on other problems 
Lifef°r eXample,lnsurance~-le are testifying On the question of Nationa] Service~ T°day3 

because ~ve have z.~ade a study of the subject ,for the co~-uittee at its request~ 

Normally~ ~~e attempt just to guide the agency, and then the 
agency makes the contact ~t, ith the Congress. 

QUESTION: Nr. Lawton, ~'~ould you please comment on the relation- 
ship bet~veen the Hoover Con~nlssion and the Btreau of the Budget in 
connection ¢~ith th~ review of organizational features of the Govern- 
ment? in other ~vo~,ds, why ~~as it necess~y to haw a con~issior~ do 
~vhat the Bureau of the Budget is required by la~ ~ to do? 

I,,~. LA~Y2ON: I canans~.~er that in t~~o ~ays. First, from a practical point of View, to ~ ~: 
. . . .  a~e P'~'ogress ~apidly ~'~e need a tremen- 

dc~saraount of drive. To get that kind 0~" drive and to exert the 
kind o£ influence on Congress tbab is needed, we cannot expect a 
congressional group to rely vlho.lly on the e-%ecutive branch~the 
congressional group is suspicious of the e~ecu¢ive ~ranch and believes it 
engages in far too many' self-serving d~ciarations,, A group of outstanding 
citizens, devoting considerable t."u~e and attention to it ant making 
it a major eff6~,t, can exert a degree of influence on the Congres~ 
and the peopl% and tl~ough the peoole backon the Congress a.zain~ 
that no government organization coui~ exert, 

The other reason, of co0rse, is the fact that the Hoover Con:.~ission 
was established, as you kno~7, by the nmohtmeth~'~ " Congress, which I don~t 
believe wo.uld have given too great v;eight to recom~lendations of the Administration at that time~ 

Actually~ ~,'e worked very closely v~ith the Hoover ~'oo~n~ss~.on~- " in 
partic ular~ ~.,'ith respect to three or four phases of its work. On the 
question of property management, it took over some of the staff members 
tha~ ~~e had had operating in that field'and r, mde the~ a pa~vt of its 
task force. I~ the case-of the general, broad picture of executive 
responsibility, which ~. Hoover himself handled, his in.r~ediate staff 
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a s s i s t a n t  ~~as a man ~-~ho f o r m e r l y  had been  on o '~  s t a £ f ~  and much 
of t h e  ba,sic  and d e t a i l e d  v~ork and i n f o r m a t i o n  was f u r n i s h e d  by 
ore" s t a f f ,  One of  o~i ~ men ~vas t h e  a d v i s e r  t o  t h e  t a s k  f o r c e  on 
a ~ i c . u l t u ~ a l  p rob l emso  We d i s c u s s e d  ~ i t h  t h e  Co~.~ission many of  

t h e  problems in. o t h e r  f i e l d s ®  

I t h i n k  t h a t  }'~e cou ld  no t  have g o t t e n  t h e  C~; t izens t  Com~it tee~ 
~ t aid impetUS i% has given to reorganization~ through 

v~ith all the el~or any goverrmlent agencyo Tt requ~m'ed an outstanding ~oup of people headed b~ 

a really outstanding man° 

QUESTION: Could you tell us hov~ the Btmeau of the Budget reviev~s 
highly classified budgets and expenditures of the Government? Does i% 

do it? 

I.~, L~TfON" The B~e a~ does revi e~ them~inc!uding those of the 
Central Intelligence Agency~ the Atomic Energy- Co~aission, and others. 
All the people v~ho dea~ 7~ith those subjects are secm-ity-cleared~ with 

top security clem'ance~ 

We have g~oups of people v~ho specialize in certain areas, U~e 
confine each group, so far as possible~ $o a limited number in any 
particular field so that there is notany one person or group that 
deals ~ith all the sensitive prog~o~s. In the e~'ly stages of atomic 
energy~ ~'~e kept that group right in the office of the chief of the 
Estimates Division. In the case of the Central intelligence Agency 
there are tb~'ee people ~vho deal ,~;ith irene one else in thei ~ gToup 
kno~s anything about it. In the e~se of the Research and DOveiopment 
Boa~d~ the Special Weapons Project~ and things of that sort~ ~'~o have 

other limited groups of one or two, 

We deal v;ith those programs ess e~-~:%ially in the same fashion, that 
~-~e deal ~,~ith the normal government p~ogrmms of agencies---we give them 
the same sort oi' revio~~bub ":~e do it through a much more confined 

grouping of peopie~ 

QUESTION. We have been reading in the papers recently about t~vo 
- " ~ ~" ~" ~tive cobb&tree 

agencies of the Government that ~.-.~e~e char~ged by a ±eg~ 
~-~ith being over staffed and of v;as%ing funds, To't-~hat extent does the 
Bureau of the Budget~ in the management function, get into the o~erations 
of these agencies o~ control the expenditures made v:ithin the agencies 

thems eives ? 

~,~o LAV~ON: To a ver~" l~=~ited°degree: firs%~ by reason of limita- 
tion o~ staff time; second~ by a conscious effort on ovu~ .pa~t to develop 
that type of management s~rvei!lance in the agency itself, 
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~Te feel that it is the r.esoonsibility Of the head of the agency 
and the heads of the .major b~eaus to so staff themselves that they 
~,~ill be able to keep the.~r~o~-¢n operations under more or less constant 
re~iew. ~{O have attempted~ through educational .rotessos • 
the furnishing Of funds ~'- ~ P , th~ ough 

.. ' ~n some cases an " " - • dl" 

~[e have devoted ourselves Primarily to rather broad-scale ite~ 
in the procedural field that cut across government agency lines--such 
things as property management az~d personnel procedures. And even in 
the case of property management, since tl~e creation of the General 
Services Administration~ we have tried to shift a lot of that burden to that agency. 

The question of overstaffing is owe'that, of course, we don~t 
like to see come out in the public press~ because, to some extent, 
a lot of people are asking, "Vfhere were you when that happened?,, - 
Butwe just dealt have the staff resources to do tha~ kind of job~ 
and we don~ attempt to do it. %1 

;e'tnink we can convince the depart- 
ment head that it is his job to do, and it is'on his head that criti- 
cism is going to fall when cases of thatsort~ if they are .proved~ 
are developed by congressional committee. 

QUESTION: Nro Lav~ton~ would you take us behind the scenes on 
one of the budget conferences with the President, to sho~,~ how the 
Budget is an expression of national policy?. 

~. LA~TON: In preparing for a preside~tial confe~@ncej we 
digest the high points of a~ agency esti~.ate, together with our proposed 
action on it. }~ge indicate major changes in program~ major differe~ces 
of opinion bet~~een ourselves and the agencies, and then get the 
President's guidance on those items. To go back a bit further~ we are 
governed -~n part by policy decisions that he has ms • • 
budget .roc, ~ .de earlmer in the P ess ~hen he has est b . . . .  " ,. a l~shed bud~etar c . . . .  • ~e sho~ him a orevi ~.+.~.~ ~÷ .,,± o .Y e_m!lngs for agencies. 

ew ........ w~ ~~e th~nk ~ae budget ~s gomng to 
look like on the basis of the agencies~ requests, what new legislation 
has been enacted and what its effect will be, and what 'our probable 
revenue is 'going to be. In some of the major spending field% fields 
that relate to spending this year and have an impact on a number of 
succeeding years, such as the general field of public vmrks and reclama- 
tion, "~ve'willmake a decision as to~vhether we are going to start new 
programs, and~ if we are, what type. Then "~ve come to the final discus- 
sion on the specifics of those programs. 

The other day we had a number of areas in ~~hich ncav programs had 
been proposed~ ~e discussed the question of the feasibility of those 
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program&~ in  vie~J of the c-~rent  s i tua t ion~ in t h e ~  r e l a t i o n  to  
defense6 '  V, Ie had made a r ecommenda t ion  t h a t  ~',,e e l i m i n a t e  an$r 
expans ion  e x c e p t  as i t  r e ! a t e d  t o  d e m o n s t r a t e d  d e f e n s e  n e e d s ,  
The .president agreed ~,~ith it. The Secretsry may or may not. 
i£ not, he ~IilI go to the President~ or he ~.'Jill cometo me fi~'st 
and th@n go to the Presiden~ if i cannot satisfy him. But if he 

agrees~ the issue is closed, 

In the case Of now !egislation~ ~e "may make a recor:~endation 
%hat -,'~e should not have ne~J legislation in particu!erfie!ds because 
of an anticipated budgetary situation in a later yea~'~ It is really 
a matter of pulling, up to the surface the highlight problems that 

are involved in each particulsr ag.oney® 

Because of political imp!ications~ ~-Jo get dovJn to some very 
minor items at times~ V~ereas ~..re may be dealing ~-jith a half billion 
dollars in one issue~ v..Te may be dealing ",'Jith a i'~~ hundred thOusan~ 
dollars in anothoro For ex~uplc~ in the'antimon°p°ly program~ the " 

s~lll~ move upj or retard it a bitp 
question of v~hether v~e should hold ~" 
is a question that he may want to decide; and because of its place in 

to know that this 
the general  Admin is t ra t ion  ,red-am. the ~ ,os ident  has 
issue is present and has to make a decision ~.~ith respect to it, 

Those conferenc@s~ by the ~ay~ usually last an~J~hore from a 

half ho~ ~ to an hour, 

QUESTION: ~. La~~ton~ this is a kind of v~orm's-eye question; 
it concerns the Department of Defense. As budget presentations a~o 
made by the various activities in'the Depaftment of Defense~ they Come 
to some stated amount~" General!y;speak~g~ the experience is that~ 
after so many hearings~ the Department of Defense comes out ~vith a 

i- the Department of Defense ptesents one total~ 
some~at smaller ~moun , 
~vhich~ after clearance vjith the Bureau of the Budget~. gcts~c to be some- 
what less, Could you comment on the information avam!ab~ to the 
Bu~eau of the Budget that brin[~s about~ and the basis for~ those 

reductions ? 

IvR. LN~TON: The information that is avails.blc~ of course~ is 
that ~hich is developed tl~ough constant contact with budget examiners 
and people in the Department of Defense~ at the military department 
level and at the top level in the Office of the Secretary of Dcfense~ 
There is information developed at the hearings and t~hrou~h analyses 

of the hearings, 

Some of the c~anges are made on a feasibility basis~ some of 
them~ on the basis of the fact that estimates sometimes arc derived 
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on a formula basis that may be a little old ant has not been brought 
up to date to reflect the current situation~ some may relate to price 
assumptions. 

Just to be a little specific~ although the last review was admittedly 
very hurried, still there was time to find out that in one place there 
was a Proposal to soend @15",000 rehabilitating a set of quarters that cost 
initially ~13,000. In the case of permanent installations of long years 
o~ s~andiflg~ there were proposals for major rehabilitation, things that 
did not affect the current defense effort at all. We threw omt things 
like that. They are the same kind of projects that we are throwing out 
everywhere in the civilian branch at this time. 

We did not attempt at all to challenge basic program assumptions. 
In other words~ forces, strength, and things of that sor~, were accepted 
as stated. 

The question of whether an item could be achieved tliis year, or 
whether it might more properly be a 19~2 or 19~i item, was a determining 
factor in some cases. 

In the public works field, certain items come in that are not 
authorized. ~/e may hold the items up pending authorization by the 
Congress, since those must be authorized firs~ by the Armed Services 
Committees of the tv,lo Houses before they may become a subject for 
consideration by the Appropriations Co~mnitteeo 

In this las~ go-round~ we spent a great deal of time working with 
the budget office of the Secretary of Defense and ~th soii~ of the 
budget people in the military departments, on a preliminary basis, before 
the estimates were actually submitted. As a matter of fact, we got the 
total estimate on 30 November 19~O officia!ly~ but we had finished the 
hearings three days before. 

COLONEL CAVE: Would you tell us a bit about the coordination of 
the Bureau with the Council of Economic Advisers, leading to the 
ultimate ever-all size of the budget? 

i~LR. L&~@TON: The Council of Economic Advisers primarily is engaged 
in a long-run view of the economy and the ~eneral policies that will 
contribute toward full employment. That is their charter. In that~ of 
course, they deal to a great extent with the civilian economy. ]~-e con- 
tribute information as to governmental programs, their impact currently, 
an~ their possible future impact~ so that they can have a projection of 
the effect of government spending on the total economic picture. 
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As a matter of fact~ at the time the Council was or-o-'anized and 
brought into %h e F~ecutive Office building, we moved our Fiscal Analysis 
Division to qu~rters that are adjacent to the Councills quarters. 
The staffs are constantly dealing together on major governmental 
programs that have a major impact on the total economy~ All our 

economic assumptions-~for priceo~ general economic activity, and 
so on--that 71ill affect the budget of a psrticular year are checked 
several times d~ming the budget process ~.Jith the Council of Economic 
Advisers. Just the other day me had a meeting v~ith them On the 
housing program that ~ve -~-~ere including in the 1952 budget, to get 
their ideas of v~hat the effect of certain levels Of housing would 
be on the total econo~v. ~Ve keep in close touch~vith them~ partic- 
ularly to get their viev~s on the br6ad situation, so that "~;e can 
apply them to the governmental side. 

COLO}~L }~DENBERG: ~@. LmTton~ on behalf of the Colmmandant~ 
the staff~ the faculty, and the student body~ I thank you for a 

very informative lecture~ 

~&q. IAY~TON: Thank you, 

(18 Jan 19~i--35¢)S 
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