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Mr. Frederick’ J. Lawton, Director, Buréau of the Budgebt, was
born in ashington, Ds Ces 11 November 1900 Ho was graduated
from Georgetown University in 1920 and received his LLeB. degree
fron Goorgetown University in 1934e He started his career in
government scrvice in 1921 and served in various accounting and
administrative posivions in the Treaswry Department until 19356
He has been an executive of the Bureau of the Budget since 1935
He was executive assistant to the Director for ten years before
becoming assistant director, cxcept for five months in 1948 when
he was an administrative assistant to the Presidente He served
as special adviser to the Senate Select Committee on Government
Organization from 1937 to 1939. He was appointed Director of the
Bureau of the Budget on 13 April 1950.
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- THE FEDERAL BUDGET

6 December 1950

GENERAL HOIMANs Gentlemen, the Federal Budget is probably the most

important single document issued by the Government each year, It not

only affects our complex economic structure but is a basie docunent to

owr national Securitys” It affects each and every one of be here——as taxe

bayers, as individuals, and. as” members of the armed fortes, "It affects

every” industry, every business, évery home in our land, and, in more recent

years, millions of people abroad,
 We feel very privileged and honored to have with us this morning,

Mre Frederick J, Lawton, Director of the Bureau of the Budget, who will

discuss for us "The Federal Budgete" e Lawbon,

MR LAWTONs Gentlemen, I am very much pleased‘ta»have this oppor—
tunity‘to neet with the faculty and students of the Industrial College
of ' the Armed Forces to discuss budgating in thexﬁbderal Government,

The budget which the President sends to Congress each year-—what

it represents and how it 3g Prepared--has become incrcasingly Important

in recent Jearss Just 40 Jears agd the Foderal Government ts expenditures
were less than 700 million dollars, or about 2,5 percent of the total
hational income, At this level government spending was regarded as a
necessary evil, taxes as a periodic annoyance, and bureaucracy as primarily
@ source of political patronages The country was rich and the Government
Wwas smalle Problems presented by government Spending, by government bor-—
rowing, or by debt management were of 1ittle popular concern and barely

- understood, ~ : , :

I don't have to dwell on the dramatic reversal that has occurred
in-the last 40 Jearse Today about 20 percent of our national incone is
required to meet the costs of;government, and therc is a fair chance
that thiS'parcentage Will risee The economic and social implications
of taxing, Spending, bofrowing, and debt management are of far-rcaching
importance to 811 of use The Federal Budget has bcecome one of the most
potent elements in the economic 1ifc of the Nation, Because of its
importance, the Federal programs and fiscal policies which the budget
represents must bhe formulated carefullys A propery realistie, and
painstaking balance must be reached between the pressing demands placed
upon us by external and internal forces,

We cannot regard the budget a5 a mere balance shoet or a jumble -
of figures, It must be regarded ag what it has become—~the Chicf
Executive!s expression of national policy, »
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Yot it was not untdl 1923 that there was a gover nment budget as
sic know it todays Up to that time the anmual reguests of the various
departments and agencics wWere simply added up and submitted to the
Congresse In the cxocutive branch therc was no attempt to £it the
various segments into a wéllwbalanced programo'Within the Congrcess
itself the various appropriation requests of the exceutive branch were
revicwed and enasbed independently by separabe committcese Under such
conditions it was obviously impossible for the Covernment o obtain an

over-all picturc of its financial requirementse

The Budget and Accounting Act of 1921 established the. principle of
presidential responsibility for developing an Execcutive budgche This
legislation renoved, in effecty the initiative from the hands of the
various agencies and gave 4o the President the responsibility of
revicwing their nceds, of adjusting and balancing their_requircments,
.and of reaching a docision as to what should be included in the Govern=
mentts fiscal programe The Burcau of the Budget was oreated by this
same act to assist the Presidont in carrying out thtsec responsibiliticse

Since the Budget and Accounting Act of 1921, additional laws and
Execubive orders have given many varied and important duties %o the Budget
Burcaue In addition to its primary concern ith the preparabion and
administration of the budgets the Burecau 1s also engaged in the improve-
ment of government organization and managements the coordination and
improvement‘of government gtatisbicsy and the roviou, coordination, and
analysis of legislatione :

- Tn establishing the Budget Burcau as a presidential staff organiza—
tion, the Congross drew a clcar oubline of the idea which in 1939 cul-
minated in ‘the formation of the nxecubive Office of the Presidents Upon
its transfer from the Treasury Deparbment ©o the Exccubive Office, the
Bureau undertook a more active part in the gencral management of the
execubive branch and in the strengbhening of budgetary controls.

_ Under present laws Federal budgeb meking divides itsclf into three
main stages: Tirst, there is the work that must be donc by bhe depart—
ments and. agencics themsclves; sccond, thore 1S the work assigned to
the Budget Burcau, lcading up to the President's determination of its
final proposal; third, thore is the stage of legislative review and
docision—ithe work of Congresse E

Many months before the end of the fiscal yecar the department heads
and their principal advisers, including their budget officcrs, prepére
a prcliminary work plan for ecach agcncy as a whole,  comparc the tenta~
tive work plan with the Presidentts budget policies, and oxaminc all
departmental operations in an effort to sccure the greatest degrec of
economy and efficiency. '
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Having had very»closeiscruﬁiny on‘the'dopartmental level, the estimates

-+ .are submitted to‘ﬁhe~Budgot'BureauAmore_than nine months before the begina

ning of the now fiscal vear, Every-eétimate is analyzed. by ¢xnerilenaood
budget e:'camine,rs',familiar with the programs ang operations of particular
agenciese The main issues arc drawn to the surfaces Previous action: by
Congress is studied for its possible effects upon the estimates, Tentative
determinatimns are made as a basis for‘subsoquent hearings conducted by
the Bureau, in which we take a’closér view of the asstmptions and reasons
underlying each individual Proposals At the sams time; department heads,
together with their key execubives and staff.advisors, work with the Budget
Bureau to develop the facts on which the ultimate decision must rest,

In swveying each program, the Budget Bureay staff is in a strategic
position from which %o look at the execubive branch as a whole, From this
vantage point we can identify the points at which.reldted programg of
different agencies'appear'to'impinge upon one anothars It is then our
responsibility to work With the agencies concerned to find aceceptable -
solutions to these problems, , : :

This process, of course, does not reduce itself to mere arithmetic,
Often the question is not simply one of figures, but of appraising the
relative advantages of -different administrative means to accomplish the
ends that Congress has defined by statute, For example, the Social
Security Act contemplates particulax objectives to be achieved in the’
public'interest, but there may be different Wways of recaching the goals
Hence, our work nust extend beyond the evaluvation of the scope and character
of basic programse.. It must also concern itself with that kind of econony
which comes from the most efficient method of operatione

The founders of our national budget system. had this point in mind

when they made it the duty of the Budzet Bureay to devote part of its
efforts,tohthe.continuous study of +the organization and working methods
of the executive branche Thus, one of our divisions deals primarily ,
with the promotion of better adndnistrativeimanagemenﬁ, including direct
assistance’to,the,dopartments and agencies in attaining a high measwre
of efficiency, This effort to achiceve a better-run government is a con-
tinuing onc that £0CS on cvery day in the yéan‘in order that the toxpayer
may get his money's worth from'govarnment services, T

. The recent work of the Hoover Commission has aroused natiomvide
interest in achieving better governriental services through improvements .
in organization and managemente Partly as g consequence of this‘work,
the record ofkachievement'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 plan, and by
administrative ordere -In addition, since March of this year, the President
has transmitted 27 reorganisation plans to Congress, Twenty of these plans
are now in effect, six were disapproved by the Senate, and one wag disap-
mroved by the Houseo, Al11 these plans either applied specific recommenda~—
tions of the Hoover Commission or were consistent with the genéral princi-

ples of government organization laid- down by it in its reports,
3 R - .
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With the 20 plans put into efféct, the proportion of the Commission's
recommendation which can be acted upon through reorganizations plans
will approach 50 percent of completione Never before has so much of @
comprehensive plan for reorganizing the Government been put into cffect
within such a short period of timoco "

" Thesc accomplishments have enabled us to move ahocad toward the
achievement of three principal objectives?

One, the strengthening of execcutive resnonsibilit at all levels
- ’ ES "
in the execubive branche

Two, the improvemont of central staff and administrativé services
for the entire execubtive branche

Three, the grouping togethor of similer governmenbal functions in
the important fields of transportation, labor, housing, end gencral
governmental servicesSs ' L :

Other significant improvements in goveramental administration have
been made possible as a result of the Fxccutive order by which the
Prosident directed the head of cach department and agency to make
systematic reviews of the way in which his organization is carrying out
the responsibilities assigned to it and 18 developing plans for internal
managemen® impr ovements Tris order also sct up the President¥s Advisory
Committee on lianagement——a group of outstanding representatives of
business, industry, and government who agsist the President in finding
solutions to some of the broad—-scale menagement problems which we facce

" Tn addition,. Title X of the Classification Act authorizes cash
avards and promobilons for Federal cmployecs who suggest morc economic
or cfficient ways of performing their worke This. provision has given
impetus to the offorts of the depertmonts and agencies to adopt imfrove-
ments in their internal operations, By means of this award systemy &
permanent program for management improvement has been insbituted which
is expected to produce economiecs and officicncics of lasting valuce

I might say that yesterday, in & discussion of the management program

of the Department of Defenses tthile General McNarney was bricfing the
Prosident's Advisory Committec on lanagement, he stressed this particular:
factor as one of the important ways that management improvement could
be brought down to the Towest echelon and consideration and ‘thought given
Lo it therms Gencral lcNarney folt that it was one of the ways by which
management could rise to the top rather than be dictated to from the top
dowile .
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With this record- of past improvements, and with the continued
: public,'congressional, and presidential interest in better mange e~
ment, it is important not only to maintain an active rrogram to
achieve further specifiec improvements, but also to work for the
establishment of a management system in the Government which will
continue to function effectively in the years to come,

-

In performing its management—imor ovement activities, the Burean

carries on a variety of oontinuing tasks in addition to the programs
I have already mentioneds These activities includes

le Carrying out the changes which the reorganization plans
aprroved by the Congress recommende o :

Re Following up to see that the reorganizations accomplish
- the desired end and are not merely "paper reorganizationsg"

30 Studying organization and operating methods for such programs
as the administratbion of foreign policy, scientific research, credit
and bank Supervision, and regulatory agencies,.

e Improving and Simplifying procedures used by all governmental
agenciess In recent years special attention has been given to budget—~
ing and,accounting,'property management, and personnel proceduresy

5 Developing improved methods of inventory control, supply
cataloging, property'utilization, and the maintenance ang use of
automo@ive equipment, ' ‘

6o Exchanging information with other parts of the execubive
branch on successful management practices, so that one agency of
govermment can take advantage of improvements that have been made
by others in similar fields, ' : o

e Assisting the agencies to solve Specific problemss This
assistance ranges. all the way from tonducting a topside organizational
study in the Department - of Interior, for example, to advising on the
use of addressograph machines in the Atomic Energy Commission,

The Sureau. sponsors and engages in these activities as a part
of its responsibility to preserve and improve the capacity of the
Government to serve - the publie economically and well,

In 1939 when the Bureay of the Budget became part of the
Executive Office, the President delegated to it the Job of obtaining
for him the views of the ‘agencies ang departments on proposed

5
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legislation, pending bills, envolled bills, Txecutive orders, and
proclamationse He has.also delegated to the Bureau of responsiblility
for communicating his position on these matbers to the'agencies,for
their guidance and to the Congress for its informations This clear-
ance function arose out of the necegsity for reviewing proposed legis-
1stion to determine its fiscal and budgetary implications, and bthe
necessity for having & central point to coordinate for the President
the views of the agencies on enrolled billse -

411 agency proposals for new legislation are referred. to the
Bureau in orders:

1o Thab they may be analyzed from the poin
fiscal implications, in the same general manner
requestse

of view of their
direct budgetary

+
(v}
as

2, That they may be referred to all other intorested agenciles
. e X

in order to prevent confiicting or over lapping requests being made
to the Congresse

3, That the President can d etermine the relation of each major
proposal to his general program and policleSe

In cases where an agency proposal conflicts with other agencies!
programs and responsibilities; or whore the request 1is inconsistent
vﬁﬂ1ﬁm1¥%ﬂhMﬂ5pm1dﬂ%‘wmﬁmmmlmmﬁﬂsinwwkﬁgom;ﬂm
matter by interagency conferences or oY direct referral to the Presidente
Cnce this is done the agencics concerned are advised of the relationship
of the proposal to the Presidents program, so that a statement of this
relationship can be included in letters transmitting legislative proposals
to the CongrcssSe :

Tn a similar way, agency roports on pending legislation are also
reviewed and coordinated by the Bureals Wacn congressional time schedules
do not male this possiblc, agencilcs are authorized to make their reports
directly to the commibiee without prior submittal 4o the Bureaue During
- the Eighty-first Congress'approximaﬁely 10,000 agency reports on general
legislation were revieweds .

ﬂmbemxﬂﬁohmﬁkmemmlmdbﬂlsihasﬂﬁk&fmmﬂm. :
These bills, passed by the Congressy are reforred o interested departments
and agencies for their commenbs and recormendationse The Bureau then
furnishes the President with the vicws of the agenciesy togebher with an
analysis of the onrolled bill, including an estimate of its cost and 1ts
effect on the current prograus of the executlve branchs The report to
the President also includes any action documents’ nccessary to put leglse—
lation into effect, such as public announcements, Bxccubtive orders,




RESTRICTED | 8is

proclamations, and letters to agency heads, Similarly, when® the
President decides to veto legislative enactments, the Bureau,
together with the agencics ang the White House staff, prepares
drafts of veto nessages for the Presidentts consideration, During
- the sessions of the Eight ~first Congress to date reports were
preparcd on a total of approximately 2,000 enrolled bills, of which
over-l,QOO“became_law, including 3 rassed over a Presidéential veto,
Sceventy-five of these bills were vetoed and the vetoes sustained,

In much the same way, Executive ordors,kpwoclamations, public
land orders, and similar types of prosidential documents are sub-
nitted to the Bureay of the Budget for appropriate review and cleap—
ances 1In some cases these documents are prepared in the Burcau,

cnables the Bureay and the President to make the budget a morg CONe
plete document,-reflécting~financia1 data for. all rresidentially
approved proposals known at the times This task, although closely
related to the review and coordination of specific legislative
proposals made by the ageneies, serves the further purpose of
placing the procedure on a more systomatic'basis, and permits morce
time for study and analysis of the proposals in proper relation to
the total budget outlook ot the timc, As a result, the agency is
better able to establish worl: priorities ang formulate-final“plang

for the coming congressional 5ession,

I have been emphasizing, so far, the manner- in which we review
major government programs, ouwr éndeavor to improve the way in which
these programs are administered, and +he type of staff assistance
which we provide the Presidents Lot us now turn briefly to that part
of the process which gives Special attention to the relation between
budget. expenditwres ang the Nationls Gconomy, and to balance and con-
Sistency among government programs,

The Burcau's Division of Fiscal Apelysis roviews related programs
carried on by diffeorent government agencies. This is a broad propram
review which may take cither of two formss the detailed and comprehensive
analysis of a broad area of Federal activities in order +o lay down
guidelines for Burcau action in the futwres or Spot studies of particular
problems arising within particular program arcass '

: An cxample of the comprohensive roviow of a broad arca of Foderal
activities carricd on by diflerent government agenecies can be secn in
& recent project dealing with educational activities of the Fedeoral
Governments = The project arosc from the fact that there are more than

7
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100 Federal programs involving expenditures for education, training,
and researche These programs are administored by a score of Foderal
agencies and represent an annual cxpenditure of several billiom dollarse

- -

The need for facts on which %o hasc a cloar and comprehensive
Federal policy prompted an intensive Burcau study both 1n Washington
and in the fielde This study included (1) an analysis of the nature
and scope of oxisting Foderal educational programs and related policies,
(2) deteormination of the basic provlems which the Government facss in
its rclations with cducational institutions and systems, and (3) devel-
opment of recommendations for usé in the formulation of a consistent
and unified policy in this’ficlde

Other major programs which have received similar sbudy in recent
months include a review of the general communications policies repar G-
ing direct operation of transportation and communications facilitics
in peacetime, and a study of the feorosibiliby of proposing the adoption
of user charges for federally provided facilitics and servicesSe

As a part of its roview of government programs, the Bureau conducts
speoial studies of governmenb-wide problems of & financial naturee One
study, ror cxample, deals with loans and loan guerantcese This study 1s
aimed at developing a clear-—cub picture of the extent and potenbtial
budgebary impact of existing and proposed loan and loan guarantee progrifBy
at isolating the major common or related policy problems, ab developing
over—all criberia useful from a standpoint of both legislative action and
policy review, and abt exploring the present and possible future ways of
achieving coordination botween these programs and the over-all fiscal
and economic policy of the Governmente

Another project has resulted from the growing conceri of state
and local governments over acquisition of recal rroperty by the Federal
Governmente As a result, the Bureau vas taken the lead in formulating
a seb of recommendations on peyments to state and local governments on
sccount of federally owned real estates Thosc recommendations will be
developed into draft legislation to be presented to the Congresse

The conbinuing roview of broad governucnt programs gives the Fiscal
Analysis Division the information and background nesded to bake the lead
within the Bureau in developing budzeb policics and assumpbionss This
division, for example, Prepires poriodic tpreviesst of the budget out—
100k for bthe current fiscal year and for-one, two, or more years aheads
These enable the Federal Budgeb Director, the Council of Economic
Adviscrs, and the President fo consider broad questions of fiscal
policys Thesc previews are also of basic importance in establishing
the tentative planning figures which guide agencies in preparing their
budget estimatesa This group also dovelops economic assumpbions to be

8
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used in breparing the budget, and prepares recommendationg on over-gll
fiscal policy dictateq by those assumptions, .

In order to provide the Bureau staff with first-hand information
on government programs in the field, we'maintain a small Fielq Service
with offices in Chicago, Denver, Dallas, and San Franciscos The Field
Service provides the central office with examinations and analyses of
agency operations and programs in the field, where aprroximately 90
percent of the total persomel of the Government is engageds This
information directly assists the Burean in its job or reviewing the
prograns, budgets, and management practices of the agencies,

The Field Service also explores thegworking*relationships among
Federal wagencies'and‘between the Federal Government and state and
local governmentse The field offices Serve as eyes and ears for the
Bureau, informing the central office of emerging policy and program
rroblems as they first appear in field operations, In many cases
suggestions for the elimingtion of waste and inefficiency-are adopted
on the spote. 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 through’improvements in administration and management
-of agency ricig operations, : : :

Ouwr other, and. last, major ares of responsibility din the Burean
is the duty of coordinating and improving Federal statisticss These -
responsibilities arc aimedfprimarixy at Simplifying  and reducing the
number’ of government forms,:so as to minimize the burden on the general
public and on frivate business involved in the collection of data by
the Government, and to eliminate duplication and waste in the gtatistical
work of different agenciess We also seek to insure consistency and
uniform definition in related statistics ang that the most modern and
economical methods are used in the collection, analysis, and resentation
of statisticsy The Bureauts Division of Statistical Standards is the
principle place in the Government where adequate information exists on
the statistical data available from each agency, how.good thesc data
are for Specific purposes, and how the Government can rmost economically
obtain the factual information it needs for broad policy decisions,

A1l these Tesponsibilities, Functions, and activities are not, "
after all, theories or abstractions; they represént the result of the
hard, long work of a great number of specialists, The work and skills
of these people are brought into focus in the preparation of the
Presidentis Budget,

A1l these Specialists contribute their share of knowledge to the
examination of departmental requestse There is thus & 'blending of
Judgments and & pooling of resources that lifﬁs‘budgeting above a mere
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calcuwlating Jobe Through utilization of all its staff resourceSy
the Buréau is frequently able to suggest to the departments and
agencics pracbical ways of carrying out particular orogranms at
lower costae

v

P

On ‘the basis of our year-pound oxamination of estimatbes, our
menagement sbudies, the review of legislative proposals, and the
broad—scale analysis of fiscal policies, together with the additional
information obltained through the budget hearings, we are able to
place before the” President a coherent budget proposal for the entire
executive branchg with a procise indication of the problems that
require his study and decisiole : -

Tt is certainly clear that we could not,undertake an assignment
of such vast scope without the greab contributions toward this end
made by the deportments and agenciles themselvess It 18 equally clear
that owr recommendabions Tould mean very 1little without our working
knowledge of how things gtand in the varilous agenclcse

Needless to say, final action on the Burecauts recommendations is
taken by the Presidents Because of his prior service on the Apgropriations
Commitbee and his exporience on the War Investigating Committce, President
Truman has a rather keen grasp of budgetary problemSs He has always devotec
considerable time to the consideration of the esbimates entoring into the
Arnual Budgete In the last 30 days, for example, We nave had 10 conference:
with the President, each devoted to one segment of the budgete As the
rocommendations of the Bureau are preparcd for a group of departments or
agencies, they are presented %o the President, discussion of the policy
jssues is had, and decision is reached by him on these 158UCSe The budgebs
in the truest sense, is ‘the Presidentls own wor k=1t 18 his prografe

Such a comprehensive and coherent fiscal progran for the entire
oxecubive branch differs substantially from & mere accumlation of
vor ious agency programSe Tt is something more constructives ib 1s a
more productive means for serving the public intercstae

Tt is in this way that the Federal Budgeb, in its final forms
compounds a great many specific judgments and preferences into a
unified program for the benefit of the enbtire Nation.

Thank yoUs

QUESTION: Mre Lawton, would you comment on the distinction
between programn coordination and planning and budget planning? Ianm
thinking now of the funchion performed during the war by Mo Byrnes?
Office of War Mobilization and Reconversion, an over~all coordinating
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and planning agency, as distinguished from the work of the Burcau of
the Budget, and T am wondering whether there is a proper place for two
such separate exceutive agencies in peacetimes. T anm thinking of the
thesis developed by Herman Somers in his book "Prosidential Agency,
which you have doubtless reads '

Mle LAWTON: Lot us consider that-question,‘first, in its specific
relationshipkto peacetimes There are Spoecific needs in certain arcas,
For'example, the Hoover Commission recommended a group of that type to
deal with the general problém of résource development in the COUNTL Y omeme
the programs of reclamation, povver, flood control, river ang harbor
improvements, river basin improvements, and so forth, Therc dis o
national advisory committee that,deals/with‘financial'probloms of an
international natures Thoro are certain other groups, more of lessg
composed of interested agencies on an interdepartmental basis, that
deal with problems of housing and things of that sort, There is not
the same need in peacetime as there is in wartine for a central
coordinating group ovor these other coordinating groups; they can be
‘handled largely through presidential stafy assistance rather than
through:an,organizational unit, ' ‘ R S

The need differg entirely when We are in a period of cither
mobilization or demobilization, Then there are decisions that must
be reached Speedily and with authority, decisions bhat the President
Just does not have the time to review in their detaile We could not
get along at present without an organization such as the National
Security Résowrces Boards It is really, in its methoq of operation
at present, .a successor to the Office of Tiar lobilization, TWe will
- need a similar type of agency when the reconversion problems come to

| passweas I hope they will, But the Bureauls role in those cages is
usually a facilitaﬁing one of fact gathering and'consultation, 50
that financial programs that carry out nmajor policy decisions arc
properly implemented in a budgetary Sense, and so that the right
amount of dollars is thercy but not too great an amounts

We deal very‘olosely) as. a matter of fact, with the NSRB at
the present time, Serving on several of itg cormittees and partici~
pating with its staff in exchange of information or furnishing such
information as igs available to uss But the decisions should be~’nade
by a group thet can devote its entire attention to that problem,
because it is too big a problem to throw on an agency that has ag
many normal and regular duties as we have, :

QUESTION: 1%, Lawrton, what budget and fiscal review does the
Bureay of the Budget exercise over those agencies that have both a
legislative ang an executive’oonnotation, regulatory agencies like
the Federal Power Commission, and others of that nature?

11
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VR LAWION: We exercise the same control over the regulatory
‘agencics that we do ousr any other cxoccubive agency of the Govern—
mente _ T ,

- The distinction is with respect to the agencics in the judicial
branch of the CGovermment as such, over which we have no direct control
in the sense that we can determine a figuwe of & legislative proposals
bub we do have, with respect to the Judiciary, the right to comnent
and make recommendations to the Appropriations Committeee

' As to the purely legislative agehcies, ve have né control at alla
pur only function there is to include, withoub change, the csbimates
of appropriation they present to us in the totel budget pictburce

 In the case of the District of Columbia, we have adopted the
policy of taking a look at the total picturc, and ve confine ourselves
to a review of whether the total progren of expenditure presented is
within the rcevenue of the Districts It is mercly a question of a total
balance and a degision on thoe apount of the Federal contributions Ve
do not go into detail as to the various oshimetes of appropriations

In the case of the oldest’ of the rogulatory commissions, the
Trnberstate Commerce Cormission, We do have a bit of’a problem in that
it very seldom clears legislative‘proPOSals with us, although it is
kind enough to send us a COpPJs

QUESTION: Mre Lawbon, would you comment on the work of the Bureau
in its job as a legislative clearance agencys partbiculer ly with respect
to your ability to influence legislation in its formative stage through
your contacts with the Congress? . ‘

MR, LATTON: We try to avoid direct contact with Congress, prefor-
ring to let the agency primarily»r65ponsible,fqr o piece of legislation
makc thosc contacts after having recelived notice as to the relabionship
of that parbicular picce of legislation to the President s progrolle In
developing advice as o the relationship of a particular piece of
. legislation to The Presidentts program, “es of course, check =ith all
other interested agenciese

‘ Howeveér, in recent years, particularly during the last two
Congressesy ue have had a great deal of contact with the cormittecs,

on the basis of furnishing our own analyses and factual information
with respect to legislative programss As a matter of fact, in the case
of the expenditwres cormibtecss every piece of legislation they handle
1s referred to us for owr own comment, in addition to the coordinabted
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views of the various agenciecs, The Samc thing is true in the case
of the Cormittec on Education and Labor in the Senate, and one or
two other committeos, ' : '

Generally, we testify only on problems that are govermente-wide
in scope. And one of the particuler reasons why we deal so cloaoly
with the expenditures comittee is that nost of their legislation
cuts across a1l governmental agencies,

We are: called on, from tine to time, on other problems, Today,
for eXample, we are testifying on the question of National Service
Life Insurance‘because We have. pade a study of the subject for the
committee at itg request,

Nbrmally, we attempt just to guide the agency, and then the
agency makes the contact with the Congress, :

QUESTION: W, Lawton,>would yon please comment on the relation-
ship between the Hoover Cormmission and the Bureay of the Budget in
connection with the review of organizational features of the Govern-
ment?  In other words, why was it hecessary to have o cormission do
what the Bureay of the Budget is required by law to dn?

MRe IAWIPON: T can”answer that in +yo WaySe First, from g
practical point of view, tovmake'progresS rapidly we need a trenen-
dous arount of drive, To get that kind of drive and to exert the
kind of influence on Congress that is Needed, we cannot expect a
congressional group to rely wholly on the executive branch——the
congressional group is suspicious of the expcutive braneh and believes‘itk
engages in far tpo many self-serving deslarationé; A group of outstanding
citizens, devoting considerable time and attention to it and naking
it a major effort, can exert a degree of influence on the Congress
and the peopley and through the people back on the Congress againg

‘that no government, organization could exert,

The other reasony of cowrse, is the fact that the Hoover Cormission
Wwas established, as you know, by the Bightieth Congress, which T dontt
believe would have given too great weight to recomrendations of the
Administration at that tine, '

Actually, we worked very closely with the Hoover Cormission, in -
particular, with respect to three or four phases of its worke Cn the
question of property Managenent, it took over gome of the staff nembers
that we hag had operating in that field and made then a part of itg
“task forces In the case of the general, broad picture of executive
responsibility, which Mre Hoover himsel? handled, his imnediate staff
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assisbant was a man who fornerly had been on our stalffy and much

of the basic and detailed work and information was furnished by

owr staffe One of ow men was the adviser to the task force on
agricultural problemse e discussed with the Comaission many of

the problems in other ficldss

T think that we could not nave gotten the Citizens? Comnmittee,

“with all the effort and impeclbus it has given to reor genization, thr ough

any governnent agencys Tt regquired an outstanding group of people headed b
a really outstanding manle :

, - QUESTICN: Could vou tell us howr the Bureau of the Budget reviews
highly classified budgets and expenditures of the Govermment? Does it
do it? '

MR. LAWTON: The Bureat does review thenyincluding those of the
Central Intelligence Agencys the Atomic Tnergy Cormission, and otherSe
A11 the people who deal with those subjects are secur Lty—~cleared, with
top security clearances :

We have groups of people who specialize in certain areaSs WC
confine each group, so far as possible, bo a Timited number in any
particular ficld so that there is nol any one person or group that
deals with all the sensitive progriliSe Tn the early stages of atomic
encrgys we kepb that group right in the office of the chief of the
Estimates Divisione Tri the case of the Contral Intelligence Agency
there are throe people who deal with jt—no one else in their group

 knows anything about ite In the case of the Rescarch and Developnent
Board, the Special Weapons Projecty and things of that sort, We have
obher limited groups of one or TWow : :

We deal wibh thosc programs cssenvially in the same fashion: thab
e deal with the normal govornment-programs of agencies—iie give then
the same sort of reviow—-but we do it through a much more confined
grouping of peoples

QUESTION: TWe have been reading in the papers recently aboub two
agencies of the Government that were charged by a legislative committee
with being overstaffed and of wasbing fundse To yhat extent does the
Burcau of the Budget, in the nanagenent function, got into the operabions
of these agencics oOr control the cxpendiburcs made within the agenclies
thenselves? .

WRe LAWTON: To a vory limited .degrees first, by rcason of limita—
tion on staff time; sccond, by & conscious effort on our part to develop
that type of nanagemnend surveillance in the ageney itselfe




Ve feel that it is the reSponsibility of the head of the agency
and the heads of the major bwreaus to so staff themselves that they
will be able.to keep their-omn operations under more or less constant
‘reviews Te havevattempted, through educational processes, through -

’the,furnishing'of”funds in some cases, and through a general needling
process,” to get agencies to do that kind of Jjobe o

We have devoted owselves inarily to rather broad-scale items
~in the procedural field that cut across government agency lines—e—such
things as property management and personnel procedures, And even in

the case of Property management, since the creation of the General
Services Administration, we have tried to shift a lob of that burden
to that'agency. _

The question of‘overstaffing is one”that, of course, we don't
like to see come out in the public rress, because, to some extent,
a lot of people arc asking, "Where Were you when that happened?" -
Bub-we just;don’t have the starf resources to do that kind of Joby,
and we dontt attempt to do ite We think we can convince the departe
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 that sort, ir they are rroved,
are déveldped,by congressional committee, : :

QUESTIONs My, Lawbon, would you take us behind the scenes on
one of the budget conferences with the President, to show how the
Budget is an CXpression of notional. policy?. L '

MR, LAWTONg In preparing for a, presidential'cohferénce, we
digest the high points of an agency estimate, together with our proposed
action on ite e indicate major changes'in'pfogram, rajor differences
of opinion between ourselves ang the ‘agencies, and then get the
President!s guidance on those itemss To go back a bit further, we are
governed in part by policy‘decisionsythat he has mede earlier in the
budget process when he has established budgetary ceilings for agencies,
We show him a preview picture of what we think the budget is going to
look like on the basis of the agencies? requests, what new legislation
has been enacted ang what its effect will be, and what ‘our prébable
. revenue is“going to bes In some of the major spending fields, fields

that relate to spending this year and have an impact on a number of
succeeding years, such as the general field of public works and reclama-—
tion, we will make 3 decision as to whether we are going to start new
rograms, and, if we are, what types Then we come to the final discuse
sion on the specifics of those programs,

The other day we had a number of aress in which new programs had
been proposede e discussed the question of the feasibility of those
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programs, in view of the current situatlon, in their relation to
defonsce We had made a recommendation rhet e eliminate any
expansion excepb as it related to demonstrated defensc ncedse
The ‘Prosideént agreed with ite The Secretary may or may not.

If not, he will go to the President, or he will cone Lo me first
and thén go to the President if T cannot satisfy hime DBut if he
agrees, the issue is closcds ' '

 In the case of ncw legislation, we :@may make a recormendation
that we should not have nev legislation in particul&r'fields because
of an anticipated budgetary situabion in a later ycars It is really
a matbter of pulling up to the surfroce the highlight probloms that
are involved in cach parbicular agencys '

. Because of political implications, we get down Lo some Very
minor items ab vimess Thereas we may be dealing with a half billion
dollars in onc issuec, we may e dealing with a few hundred thouvsand
dollars in anothcre For .cxanple, In the” arbimonopoly program, the. .
question of whether we should hold stills move up, OF retard it a bits
is a question that he may want to decides and because of its place in
the general Administration prograis the President has ‘to know that this-
issue is present and has to make a decision with respect to ite

Those conferences, by the ways, usually last anywhere from a
half hour to an houre ' :

QUESTION: Mre Lawbon, this is a kind of worm's-cye question;
44 concerns the Department of Defensees As budgeb presentations arc
mede by the various activities in’the Department of Defenses they tome
£o some stated smounts’ Generally . speaking, the experience is that,
after so many hearings,s the Departuent of Dofense comes oub with a
somewhat smaller ariouncy the Department of Defense presents onc total,
which, after clearance with the Burcau of the Budget, gets o be some-
what lesse Could you corment on the information available to the
Bureau of the Budget that brings aboub, and the basis for, bhose
reductions? ‘

MR, LAWTON: The information that is available, of couvrse, is
that which is developed through constant contact with budget examiners
and people in the Department of Defenses ab the military department '
level and ot the top level in the Office of the Secretary of Defenses
There is information developed 2t the hearings and through analyses
of the hearingsSe

- Some of the changes are made on a feasibility basis; some of

D

them, on the basis of the fact that osbimates sometimes arc derived
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on a formula basis that may be a little old and 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 spend $15,000 rehabllitating a set of quarters that cost
imitially'$13,QOO. In the case of permanent installations of long years
of standing, there were proposals for major.rehabilitation, things that
did not affect the current defense effort at all., We threw out 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 sort, were accepted
as stated, .

The duestion of whetherAah itémicould'be achieved this year, or
whether it might more properly be a 1952 or 1951 item, was a determining
factor in some cases.

In the public works field, certain items come in that are not
authorized. We may . hold the items up .pending authorization by the
Congress, since those must be authorized first by the Armed Services
Committees of the two Houses before they may become a subject for
consideration by the Appropriations Committee.

In this last go-round, we spent a great deal of time working with
the budget office of the Secretary of Defense and with some 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 1950 officially, 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?

MR. IAWTON: The Council of Economic Advisers primarily is engaged
in a long-run view of the economy and the general 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. We con~
tribute information as to governmental programs, their impact currently,
and their possible future impact, so that they can have a projection of
the effect of government spending on the total economic picture,




g50 . |
RESTRICTED

As a mabter of fact, at the time the Councll was organized and
brought into the Executive Office building, we moved our Fiscal Analysis
Division to quarters that are adjacent to the Councills quarterse
The staffs are constantly dealing together on major gover nmental
programs that have & najor impact on the total economys All our
gconomic assumptioné~mfor prices, general econonic activity, and
50 on—that will affect the budget of a particular year are checked
geveral bimes during the budget process with the Council of Economic
Adviserse Just the other day we had a meeting with them on the
housing program that we were including in the 1952 budget, to geb
their ideas of what the effect of certain levels of housing would
be on the total economye We kecp in close touch with them, parbtic—
wlarly to get their views on the broad situation, so that we can

. apply them to the governmental sides ~

COLONEL HARDENBERG: Mre Lawbon, on behalf of the Commandant,
the staff, the faculty, and the student body, I thank you for a
very informative lectures

MRe LAWTON: Thank yous

(18 Jan 1951-=358)5
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