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INTRODUCTION TO UNIT -« ECORCGEIC STABIL IZATION

28 Zeptamnber 1955

COLONEL KEARNKY: Good morning, General Calaoun,
good morniag, Gentlérsen: Last Moandsy Ld Murphy istroduced you
to Manpower and used dfferent egys t0 20V you how he WaR
EGing to conduct his Unlt, He scrambled you all up, nad thus, by
the use of different colored egys, e dumonwirated cross-fertilization.
i hope all the eggn wore fertile sl will hatch out,

Tois particular Menday morning we are istroducing
andlner Unit, Unit TH of the curriculums, Tue scope of Unit I,
beonomic tabilization, is a study of the poiicies, methods, and
lapiervents used to stabilise the national sconcn.y during an emer-
geacy or war. It also includes an insight into the processes by
wiich toe Federsl Budget wos formuleted, spproved, and executed,
and its relatiousnip to the aatienal sscurity and economy.

Tne Economic Sisbilization pewtion of the Unit will be
troduced by Or. Aady Kress, e will be followed by Captain
Juck Gerwick, wao will deal with that part pertaining to the Budget.

We are tatroducing Unit Il very early ia the course this
year for two reasona: First, we feel thet it logically follows the
seonomic Refreaher Unia, and will be better sssimilared i given




while the knowledged obtained in that Ugit i atill fresih in your
minds.

Tae second, and ore imporiant reascn for giving it
sarly in the scoool year is 80 you can apply what you have gained
to the other waits of the curriculupi. As other faculty members
save mepbasized, there is only one curriculum, which i» composed
of nine anits, oFf segnenty, Tiaroughowt tiw remaining six uniis,
and the Macspower Unit, you will nesd to apply knewiedge of
sconomic atabilization and the dget.

YLIGE

I nave compared the winle surviculun, HZcomomic
wiabilizntibn, to 2 train teip, with the clase embarking on 18 August
and arrviviag st your destinstion, gradusiios, oa 13 June. Yom will
note thai the first locesootive is quite old amd moves rataer slowly.
After you pass the Crientatriem Unit, speed sad momenterm are
obiained. You end ap riding in ax ssterdems car dehind & sodern
Dienel engine, The varions waits in ihe cwrviculum: are designated
by statioxs. The fuel and power are furnistied by bodget, whick you
#ill notice in ench train. The traffic signais, or toe regulators,
are samples of ecoanmic stabtlicstion, ¥ou will note taa sematimes
you have & greea light, and other times a red lignt.

Now, as to the conduct of the Unit, I save some very good
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aews for you, H you are now unscrasubled in the Manpower Uiit,
aad 1 am suse thal you are, you ¥ill sot agaian be scrambled for

thiz Uall. The mechasics of manpower and econornic stabilization
are slwost ideatical., Yeu will be in toe sarue saber of sections
and groups--gix., You will aino individuslly ae ia the satce lsttered
sections sod the san.e npanbered groupe, Tae only difference is,

ke sections and groups of the two Unite will wee different confergnce
dates. Ilease consult your Boouonic Habilizatien curriculum book
for yowr particalar rooms.

The prograw this morning is as follows: After Captain
Gerwick's talk you will have a ten-misnute break and tnen yow will
reaspazibie in this auditaring, for s fllm, Your Money's Forth,
Foliowing the filis there will be ancther break for approximately
20 minutes, At 10045, plesss report t¢ the section conference
roazes for a confereace oo adoinistraiion of the Unit and oriestiation
in your gection scopes.

Please reserve your geastioos until the 145 xeeting,
when | s sure thaey will be reost capably answered for you,

Now, Dr, Krees. He nosds ne introeduction, | so. sute,
to this audiesce. Andy.

PH, RpESE: Ueneral Calbhoun, Gentlemen:
For three days my wife has been telling n:e the taree B's of public
speaxing. i fiaslly ssked her what they are, “he said: Be brief;
be bright; aad be gone. ' [ sm afraid 31 minutes is going to be the
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the e for me to he gone.

Tie Econtinic stabilizaticn Unft is presented dering the
period 38 ‘eptember to 23 October 1058, Unit I as the Colonel
hag said, consists of two principal parts: Zconcmic ‘dabilization
and the Budget. @ persesally would prefer to call the Sudget
studies excursions iaste financial managemmmi, | will talx to you
oft sconcieic stablitzation, whica means ihe use of divect and
iadirect measures 1o control the economy, particularly in time of
WAr and emergency-~ané of conrse Caplain Gerwick #ill inlk abeut
tae mystories of the Budget.

Our chjectives, then, are to give you ai this time same
ides of waat we 2ope to accemplish in thip Unit and to cutline the
eMﬂMMmM&MMW;M
faciag us foday. We will not researse ibe economic stabilization
curriculum book with you, por discuss tue resesrch studies, R.L73,
tiabilization, asd R.177, the Budget. Ae the Colonel ssid, we will
@mmmmmmmmwm and aleo take up
organizational and sdoinistrative roptters.

Mw.mmmmtmw“wmnmu{ygiuyw
information on the particelar phase of sconomic stabilization which
they are discussing and with which they sre familisr, but will, in
D08t cases, alse give you an opportunity tu near, asd to become
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acquainted with, Bien who are in policy-making positions. Our
seminar panel members, 1o, are often in policy-levsl pogitions,
ot are generally closer to daily eperations than are tae morning
lecturers,

You will, of course, be atded in seeking detsiled inforzuation
on particalar subjects by way of personal interviews as the need
for those iaterviews develops.

Tue claws is initiully divided into six sections desling with
A, the Hudget, B, Economic :tabiiization Problems following mass
destruction; C, Direet Costrols; [, Mooetary and Fiscal Policies;
B, Scomomic -tekilization end the Next 19 Years, £, Economlc
. inbilizution and New Controls and Policies

1 did my soldiering in World War I, and you tmay have
neard, though aot many of you will remtexsber, that there wss &
very populer song after that war: I've Got Ky Ceplein woriking
for Me Now. I teck me thirty ysars.

There ase ne wriiten reports ia tsis section and, an we
have sald, tise infermation will be ganeralited through the uae of
discussion groups.

1 want 10 spend 3 mosent or two now on aschk ane of these
sections and what we expect from thew.

teection 4~-The Budget. The Federal Budget aad iis
$




relation 1o the Bitlitary Budzat and tbe Cervice Budgets iz of more
impartance and isterest to saci of you with svery pussing day.
The praoblen.s of the budget cycle, of con:ptrollersiip, of industrial
funda, aod of fisancial mansgenient ia general, are vital to all
miltitary personnel.

The faculty member for this section ia Captain Cerwick,
and you bave just et ales,

iection 8--Econguic . tabilisation Froblems FMag

dass Destruction, Tae caterial of this section will be of much

iportance in tie final problem. Lconwmic “tabilization problems
thesmselves wore painted up sfier the exerciss, Upsrative hlert, 1285,
whan the perplexing facter of the probahility of nartial law, follow-
fnz cutside atiack, was also intreduced, At aueh & time, whose
mOnSy are you going to accept? In fact, will you aceept any money
toe firsl faw days alter such an attack, or just jasist os trading
things that you have for things that you con use. But tols period
will pass. Toen, what benhs will honor waich checks * What price
levels will prevall, and woat ones should pravall” J4hich ancompleted
contracts will remadn valid, and whst new ceatructs #ill be legal -
You will find » whole series of inportamt sad vitsl probless in thts
section,

The faculty member for this section is kir. Muaacy.
Fred, willi you please stand ”




Hection C--~Direct Controls,

Tue section an direct controls is voncerued, of course,
with extraordinary measurss whic must be cude sftsctive i time
of excergency. The lenger the pertod that we sre without direct
cénmtrols for prices and wages, without induatrial rationing, smd
without consuner ratisning, the more need there is for s level
aended group of pelicy makers, lke yourselves, whe do underatand
wRch nesds, uses, acd aystema, for preper spplication whesn tae
tiee arvives.

wolomel Croker is the faculty member for this section,
Ithink you will have alresdy ot hin,

zaction D-~-Monttary sad Fiscsl Policies,

Tais section really desls ofth indirect coutrols ia time
of emergency., mmmyhmmkmddmmm
Mﬁ-eﬂaanaysmmm.mlmym.andmeumm
mmmwmtymwmdmemmeymm
World War I and in Kares, Texes are slways witi us, s¢ Hscal
policy is of dafly lmportance, and (he effects of smergency fiscal
mmgmmm“mwtmm

Today the principal prodlem faving the United ‘tates, |
will be so vesturesome as to saggest, is that of ‘creeping inflation,
under tae comtinsing partisl mobilization wialch i forced o us.

RthM&yww~Wm. *E you
T




noted in your review of besic scoavinicy, Today's price trends
sre influsncing the pociet-books, the savings accounts, and the
iife-insarance plans of every one of ws., The¢ movements of the
Faﬂnﬂﬁm:'y;ﬁmuhmﬁnp&iqmﬁeﬁn&rﬂm
{ollowed closely daily by eanch gop of us.

Colonsl *mith s tae feculty niember for this section.
You alveady know bim, too,

zection &--iconemlc “tabilization snd the Next Ten Years.

Tae previsus section act only deslt with historical probiems
of indirect coatrels bt alse with curvent oums. This section deals

oily with the future, Can we level out boutus and bwets - Lo we
WMHMIMAMMwaMWdWW
“hat 13 e businoas outlock for temerrow sad wast ia it fer the
next ten years: To what extent will iatersationsl conditions affect
wdmwhnmymmﬁmmmwmmt
materiale © I hear you say this is the ssmwe problew disgcnssed in
m«mm%wmmmammrmmm
Tats is true, bot in this seation yau will try to add matistics to
mmwymwmmmtbiﬁty. Tels is » matter of
military proparedasas. Ton nved 1o know whether the econany will
uﬁwwmﬂﬁ&mmm. You will need
mmvmrmmqmumummmw
womawnat lacking in orders.
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%mmmwmmmgm“m
Wuwmmmmﬁ

AT geney. mmuzwamuwmmm
emwmwm.mct. sad, of comrse, in & loag continwed
mmmmmmcmmmwmmg. We would even
uhhhrﬁdhngmmhﬂrmw. batt do mot Hke
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to fors the price Jewels wiaich would probably ensus. Of course
wa always tave thet tast Mug-Fuusp groey with ve.
Eitde 1. Msjor Slementsof a Direet Steblitastion Frogruse.

Theve is « geversl faviing thel direct contrels are talies~
fole, wmehsaging, end cevtainly irviteting. Bwt 2 well devised sad
» wall thought out aystem of dirset controls can really be quite
Nexibie. A divrect sishilizution progre s possible which, while
it definitely 1ttty incrensew in Dot prices nad wuges, eon yot
permtt s ronsmssbile sbheorption of ascessary cout tacresswe. R
probebly should restrict, and even prokibit, satewtatie riees in
betl wugew and prices,

Tuth & fexibie systom would petenit both difforentiai
pricing mwd the peyment of subsidien 1o schivws e ineresss tn
Vadly nended fters, withewt wrecking the wissle cost structure.
suck a Nexibie syvtww conld siss prevent the chistlere, ss
sy, Reasevslt weed to cuil thens, frem: rovcemtratiog on kigh-prolit
ems sod 2iaply shindaning the produdtion of e low-peefit ones.

Phuity, ¥ the energescy ia grest, wd long toniinned,

2 system: of ronsumer vatisning of exsential zouds baatees necesuary.

We have not used divect conivels tn the Wnited Htutes for
somne thee aaw, and in fack Xave no stptutery ssttority for sven
wtand=by controls. Of tourse the Pregilient slvays has the smergency
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The prabler: of osus 1o finsnce & var s mueh more
{ormidakle. Ares we now, in the year 1958, atill feeiing the eflocts
o the program of borrowing Iros banks durtng World War H>»

Slide IV, fow Wes the Mimey iaised?
Puriag Workd War 1 we boerrowed 8 billion dolinrs fre

the denke~-3 sizable swn. fut we alxd sorrowed 123 billien dollars
from nvesiors, from you, aond from: me., i39 billion dollars was
raised froce taxes. Neow, the 5% billlomy and the i28 billions must
be paid back. Captain Gerwick will have samething to eny about
thal in a few moments. My interest is in tast 36 hillion dollars
which was borrowsd fras the bania, This is the sum tast is known
a8 created money; this is the kind of woney that is subject to a
multiplisr of six i the bunking systers. Please note ihet this is
Neow, 1could tell you taat this represents war fisancing
st it worst, thal tais is the kind of finencing that ieads 1o postusr
inflation, and that it teads aod has Jed {0 the coespening of the doliar,

20 that your salary dees not buy &2 mach and yoar insurssce pregra

has proved inadequate. But ! am geing to do nothing of the sort.

P am going 00 say that we fingnced o great war with sa Hittle of this
type of crasted mousy as any modern antion nas ever doge--and
further~~that we financed the war without crippling tases and without

13



posStwar postpentiment of promises to repay refundable taxes. |
Az going 10 say that we fuanced the war with o conkiderable amomt
of axvings in the hands of the poople, anvings which permittad the
grestest expansion of induetrisl production as the world has ever
asen. This sspect i wmuch wore Luportant in my visw (DD WorTy
over the creation of momey in & warthae amergescy.

In 1951, as you know, the Tressury s the Fedoral Reaserve
systes smtered o ax accord under witich the two agroed (o hewp
ench other inforsied as to monetary and fiscal policy and io attexipt,
at loaml, {0 help ench other iz carrying cut these peticies. The
sccerd has worked quite well, and the Usder -ecratary of the
Tressury, Mr. %. Rendolpd Burgess, will come here and inform
you of the present sintus of this scoord. e will discuss alse current
Treasary problenss. The Assistast to the Csairman of the Board of
Goveraors of the Federul Eeserve Sysiem, a theroughly scasoned
econsmist, Ur. ¥infield Risfier, will come fere awd tell you of the
Fadera] Seserve Suard's preblems. They eve manifold, may 1 add.
Clide ¥, cemmodity Srice Index in Major wnr Ferieds.

Tiis chmrt was thada by the New York Times susd reqguires

& bit of wxpisnation,
Tais white Hne shows cur War of 1312, the red line shous

World War §; the yollow lioe abows the Civil war--| should say,

i4




the War between the “tates: the green line shews World War I,
with thw KEorean lacldent shown as an extension theveod,

Now you will note that prices in sach cas of these wars
began st a certpin level and then reachied a peak. The time betwedn
thear peaks ia 2ot e same in the several wars; hui, at some time
or panther 1 &ach war, aprices found a pesk. Tihess, five yesrs
after that peak, prices had dropped considersbly, aud tan yenrs
after that peak, they were back 3o prewar levels; with ane sxception,
and tust is World ¥ar IL.

Now, my oltl soother always 19kt we that twre is no one

so blind an he wit won't see, Thst green line ap thore menos

that we sre simply posiponing that five-year drop, that ten-yser
drop. Tr ase soethiag slee happemed® Actuslly, scowethiag else
has nappened. We bugan te build in stabilizers inte the sconomy
in tae tairites. Thoy have ad o fow minor tents, and apparenily
they are working., 7o | am not waming to give you asy passimistic
viewpoint &t ail. b one of your sections you will study that prebles:
i sosye leags,

Mow, thess soomomic sisbdilzers, &8 you koow, inclawde
the fall~enploymen preogra, ianswrance and bank socosats, tioe
ald-age prograns, the secial-security program, usempluyment,
and & nalf-doven othere. At the moment the system: might nat be
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working too sell wita regard to agricalinrsl prices, but we sre
Jedag 1o try te do something sbout that, az you see from the cews-
papers sach and every day.

Perbaps the wordd, then, has arrived st a sew place,
where it is possible io stabilise the ccondiny at 1oe level st which
you wiss o keep it.

Tanok you for yeur stisntion. Yow Capinin Jerwick of
the Navy will talk on the budget cyzle.

- -

CAPTAIN GERWICK: Goeod meraing Cewarsl Culhoan;
gond morning, Gentlesen:

Fixrst Ooc Ksarney, sa expertenced quartermaster, thes
e Broes, ¢ B, D in seomomics, snd now an ex-submariner.

You esn't savdly get that combination no more,

1 wonld liks to bdroduce you to the Badget of the United
-tutes--1730 pages, 7 pounds of waterinl that will affect every one
of your lHves.

4 smart statician has figured out that 1t cost the Goverag:ent
aboat 5800 dollers te produce that book. Tast makes it werth nearly
twice s welght in gold, You onn buy it for $8, 7S, It is the best
buy in Wasaington today.

Theén we ave, jor casier reading and veference, the
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Fedarsl Buodget in Brief. To show whal changes Congress made
in the Presidest's Budget, you save the Seview of the Budget.
These st two amall ones you will find in your roox sets;
the big sue in ithe Library,
Befors we o any deepar into this subject of the budgzet,
I would likw to tell you a little story or parable., Neerly svery

swnnier afteracon thousends of locusts begin waiting 2 droning

noise. 1 aws sare you save all listened bo then.. To ke thin

noise the locust vibrates s membreane, Sclentists tell us it is »
mating call. Meost sny intelligent locust wauld be lkely Lo reply,
glamly, That's whast you think, ' Feor, in a stvange sad iromic

oversight, nature forgat to supply the fexiele Jocust with axy sort
of hearing spparatms. The whole fexsale lcoust sex iz deal.

The lesson we lnars from the locust ts tats: ¥ your best
sork ssans o be getting no attention, the faull mmay well e witn
yotir adience. That plessant point, though probably not tres nere,
iz ous I lke to remember,

Tuls budget part of the Zcooomic Stabilization Unit aas
two sukin cbjectives: first, (0 analyce the inflsence of the Federal
Budget and the Defense Sudgel on our federal fucal policy, the
satiounl scenomy, aad astionel security; and second, to windy the
budiget process.

b X1




Tiae ilmpartsnce of this budget bustvess will be emphanized
tize af\er tme fros: this platfores by speaker after speaker. The
impact of the budget oa the aations] econtesy, on military policy,
and on sutional secarity will be peinted out by tany speaiers and
in overy mit of the currieunlam. Aud the Ecesemic Stabilfvation
Unit will nave it showing ap in every section. 1mn golng 10 empha~
Sise tiwee fow poinis right aow.

1} The sise of the Federal Budget.

{3} wWoere # gows.

{3) The part that goss into sational secwrity.

{4} How owr natiomsl debt is growing,

5) The sine of the national deid,

{6} The dadget cycls, and

{7} Some of the budget problems,

Bow mach does the Federal Budgst cont yon~ R is probably
the third largest bedget itew in your family budget. Your house is
probably first; food and clotnlug escond; but right in thave, 2 close
taird, s feceral spending; tw texee yom pay. In fact, if you can-
sider both astiensl and local budgms, beth direct and indirect taxes,
the avernge man takes two hours snd 35 minutes out of svery b~howr
dey Jast to pay his taxes; almest coe-thirg of his effort. 'That snakes
tolal taxes the largest on: 0 the average family budget.
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The Fedirsl Budget this year {8 estiaated at 83, 5 billion
dollars, one-gixin of the gross national product; one sisth of all
the goods and services produced in thia coustry; or 490 dollars
for evary xsas, woman, and child,

Alwmont two-tairds of this mouey yoes into nstional security--
over 54 billisn doliare’ worth. The mowt lmportant single Hem i
the cost of living i the eont of defonse. it us taivs a book a2 2

fpw illwstrations,
slide 1-<Eipenditures as % of CNF

Here wo see the lotal Goveranent expenditures and reajor
astional security progrems pleited aa perceatsges of the groas
rational produst. You can see thak la World War if Governsest
expessdliures approscied 47 percent of the gross natiomal preduct.
And aotm that in the Korean War Gowrmcent expeaditures reached
nearly ose-balf of the world War Ii level, #¢ sre st prasest at
the one-sixth level, or sbowut 17 perceat,

Aide 3--Ple traph of ¥Y 1855 Budget Dollar

Here's Uw fiscal yeur 1558 dadyet dollar-«where @ wil)
go. The ysllow alice is the major nationst security, 81 cents,

In the presu slize sre tae charges fixed by law- -intarest on toe
national debt, veierans’ services, graats to ststes, social security,
national rescurces, and agriculiure, 28 cents. in the red slice
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managemcent, FB, taglelative and judicial functions, 13 cents.
Now, let's break that Major Netioual ecarity slice dows
& little. It ix 81 percent of the budget, W\W%bmdﬁhn.

>iide §om N Cxpenditares FY 1958, Grape

Bers ve ste that the military functions are 34 hillion dellars,
mutual security 2,1 billion; stemic energy 1.9 billien; and steck~
piting . 7 hillicn doflars. Dona’t forget, s billlen is ons tboussnd
willion. The suppoxt of our Arseed avvices, then, will tabe over
malf of the Yederal Budget. You see we are a biz business, sven
in peacetizce. Bhit look ai us in ward
iiide d--Comt of Wap

R nae heen ostizated that World war U cost us 383 billion

dollars. That dowsn't taciudd the casunliiew, Voat dellar value do
you put on tae lives that wers losl, the love and the income lost to
the tamilios . The cost of the sext war i asybody's guess. i
the ¢oat of the war lncresses in the same propgortion as it has in
the past, ithe cost of the next way will be four trillion doliars.

Your porsonal shars of that weuld be 14 thowsand dolisrs;
104 thousand dollars if tiwre sre four in your family. Axd the
last war bhas aot bheen paid for.

i-et's have & ok at how the national debt hus been growiag.
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shide b-«lstionsl Debt, How B Grew.
Tadey the debt s arcound 480 billion: dollare. The delt

coiling is 241 billicn delara, temperarily raised frem 275 billien,
Wo are still denling with incompreasnsible suscs. That debt celling
will probably have to be ratsed still further. We can't have Uncle

iam's aal sobashed, &t wonld be undignifisd, and xn added expense.
Thal incomprebennihle Hyure ray make & little xore senae when

we loak at it ax & parcentage of the natisnal income,

During Yorki War I we were reslly i debt- 160 parcest
of the nativanl incowe, Mnrmmmmhﬁ@wwd
the natisnml incanse. Humember sow, the Cevermsuent (s spending
cne-sixth of the rose natiomal preduct. Consider thw bmpact of
that on the econossy,

And nere are the unpaid billn~-~30 percent of the national
incosne, Consider how the msnagemient of such a deds inflasnces
this sconomy of curs. That 16 going to be pert of the study thet
you will be dofag. I told yon wist your perscnal share of the ausual badget
in--400 collars per pereen fa your family,

Row here is your perseosi share of the wnpaid bills.

e 7--Natioosl Lebt--Xour dawre

170% dolinen--1700 bucks for ench one in your fasily. You

bhad patter stuly the infhesnce of that 22 your own sconcny, a8 well
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as on the sativanl ecoaomy. Xo wonder iae) baby is bawliag, be
cwes aloost the price of & new car the day e s hora. Aaxd the
unpaid bills sre still piling ap, in spite of owr anousl outlay. -¥e
Eave speat ln sxcese of our income in 34 of the pupt 27 yeara.

Here’s our Matioonl Budget--still in the red,
lide 4--The National Badget

Tue latest figures show a deficlt of 4. 2 hillisa dellars.
in L1953 o deficit was over § billion dollars. Thease Dars are
ot propertisnsl--thay are meavely boaes te eet off the fljures,

Tae latest astimate for thin year i3 thst there ia & 1.7 diliion dollar
dadicit.

In this wnit you will stady amre of the ways we raise tiis
moouy-—or income, We will atady the effects on the economy of
spending $i--the oatge. And we will teke a look at ihe effects of
mansging this deficit part.

Emmmmmumwwm.m#mm
so-called charges (ixed by law, oae e wae interest on the
sadtonal delk.  Dwest (i interest on this debt copta ue 1§ millon
dollars every day of the year.

liow, e othey part of our objective--the Pudget rocess.
How o0 we get all this money 7 How 40 oo spaud it, and accomat fer
it7 The pricess i& knows az the hudget cyele, I's & Joug, complex

a3




bow, e et eycls always reminds me of the Iamily
eycle of the elepbnuts. Firsl there is o lot of solse, commuotion,
and milling arowsd. Theu there is aotien on a very high level.
And then it reguires nearly twe years to produce tae eud prodact.
Rabbite can be reproduced in 30 days; but it takes G641 deys for
elephanta; and nizoowt as long for the budget.

Tou have read, or will rend, the Econtmic Mobilization
Stady, The Feders! Budget. It descrides the budget cycle in
catalderable detsil. in one section of thix unit we will have sem-
imars on the Hadget eycle. o [ won't sttemipt (o descrise it now,
1 will, hewsver, smphasise whet { think are & fow interesting points.
fiidy 8-~ The Budget Cycle

Junt Inek at this loug encugh to see how the phases of toe
cycle ovariap. You ses berw portions of ihe budget cycle for the
fiscal yoars 1954, 1#55, aad 1958, You will sen the complete budgwt

cycle for the years 1936 and 1857, You can see the cycie covers a
geriod of nsarly thres yusars.

We have the cyeles broian up lnte phages called Formulstion,
Adoptisn, and Ezecsiion. You can see tast 1w cyoles overisp.
Taere are always (iree or more in speration 3t one time., Ouly
ene bedget ls beiag sxecuied. 2oothar budget is being reviswed
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and adopted. Aoother badget is bednyg formulated.

Actually, the budget cycls can’t he pin-pointed quite tuat
simply. Woile most appropristicns are anawal and puest e sbligated
within coe fiscal year, two more flscal yeurs rewain svailable for
sxpenditure, aftar #bich they lapse and revert te the Treasury.

Morecvar, there are Gtber appropristions, tein.ed mulriple
yoar appropriations, which are sveilable for obligation for a period
in escess ol oue fiscel year. 4ad toere are no-yesr, continging
approprisilons which have no e limit on the pericd of availability.
That is the erange part, sltar tae cycle ahown, You sed we cas
nave flve or more cycies in speration at say cne tizae, However,
in generel, we can sy the sxecutios phase of ihe budget cycle
covers the one fiscel yesr,

I this stwdy of the badget cycle, ] ihink you will find tbat
she review and sdepthon phuae ie of particalar isteresnt.

“ihie 10--Here #e GO hgain

buring this phase: The military departraents get a whack

of the egtimates. Then We Department of Defenee takes & good owt.

After they are througn, tiw Sureau of the Budget wrins off some
more.

Edide 11~ %o Lon't Wast o iesve Too Much for Coapress io o1

Aad then, of course, the raxl doss of the purse striugs
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same of you bave had personal experisnce wita this con-
greasisnsl gang. Maybe you cas reuvognive souse of their faces,

Now, thers ere lots of ways 10 ook at the hudget. Fer
instanee, oew does the busiasss man ook 4t it7 tHe matches the
expenditures sgalost the receipis. If thare is & deficit, he tries
te out conts, K there is a surpine, e spends mare on censtraction,
an redeurch, or on dividends,

In tie Govermment the dividends would be tax reductions.

Tosn theve o (e promoter vigewpeint, In theee srudite
sconticics taxis Laey use the two-bit word emtrepreasur. iGe
weants to talke advartage of the expundisy pepulation and the growing
gress national preduct. The premoter is willing to have the dest
limit raised or sven remaved entirely. This iz ueunily tae labor
waion sconmsint's polat of view.

Then there 18 the watager's psint of view., Tbhe manager
triex to balazxce the varisus programs--to osep the siip on a5 even
hesl. His grestest intarest is in keeping the sconomy geing, on &
#table msis, if possible; and proferably, with & balanced hedget.

Which way do you lsak st the budaet ”

The President, through the Buresw of the Sudget, Bas to
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consider ail these viewpoints and pressures. In this Unit we hope
you, ton, will conmider ail the points of view,

i have puinted oat soma of the things you will sudy ane
snalyye: The sise sad impact of tue Federal Budget; the problen:
of the asttonal debt, and the udget cyche. We also hepe you will
jive some surigus sttemtion 1o some of the wmajor preblems of
bmdgetiog, such sa these:

{1} tw multitude of details iu the budget.

€23 the length of the budgwi cyele.

3} the role of comptrolisrs and fnancisl management in
proemoting sfficient sxpenditares of s,

f4) the lack of a system:atic relation between lie consider-
stion of expenditures snd reviews,

) the need for & mare systematic review pracedure.

{6} the need for an e vete fov the President.

Practically swery state FOVErnor can yelo itess in his
budget, but zet the Preshient of the Usited itates. Even if there ig
aa unwanted rider on the Ml he has to giga the whols appropriation
Bill or else vato the wiole darn thing.

How can we luprove our bodget process  wWe axpect you
® havo gamae jdens o0 that. For lectares, we will have the Divector
of the Buresy of the Budget to give you bia point of view. Captain
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Adair, from the Gliies of the Navy Comptroller, will give you
sis views on tiw Roview of ihe Defense Budget, The Asslstant
recretary of Jefenss, Mr. MeNeil, the Coxptroller, will tell you
wmmmu‘wmwmwmwemw’
And thase of you wino are in the budget section will bave some
expert indisgas to really cut you in 0n the dope in sewinars. You
w&a&wwmmmawm; Otfice of tne
secretary of Usfeuss; the three Liilitary Departments; the Commitiee
for Loomomic Development; and the Ceneral Agconating (ffice.
Frmmcmywmugumcdwemﬂmmmwtms.

IW&M&W&&MMI.&Hﬁmmnﬂmem
«'mtmmmawﬂumwm“. aind soce of the prob-
lema we are golng to study.

o you are aew in this fieild, 1 preadiet you will find it &
vital and interesting subject, i am looking forward to exploring it
witn you,

There are no fessale Jocusts ia this sadience.

Thank you very much for your attestion.

wﬁ—
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