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THE F E D E R A L  B U D G E T  

10 O c t o b e r  1955 

C A P T A I N  G E R W I C K :  Good m o r n i n g ,  g e n t l e m e n .  Th i s  i s  the  
t h i r d  and l a s t  b u d g e t  l e c t u r e  in the  E c o n o m i c  S t a b i l i z a t i o n  Unit .  It  i s  
e n t i t l e d ,  m o s t  a p p r o p r i a t e l y ,  " T h e  F e d e r a l  B u d g e t .  " 

I a m  s o r r y  to h a v e  to t e l l  you tha t  the  D i r e c t o r  of the  B u r e a u  of 
the  Budge t ,  M r .  H u g h e s ,  was  u n a b l e  to ge t  h e r e  t h i s  m o r n i n g .  He i s  
out  of t own  on a s p e a k i n g  t o u r  and did not  ge t  b a c k .  I a m  g lad ,  h o w e v e r ,  
to  be  ab le  to t e l l  you tha t  the  D e p u t y  D i r e c t o r  p r e p a r e d  h i m s e l f  for  j u s t  
s u c h  an e m e r g e n c y .  In f ac t ,  I know he  w o r k e d  a l l  d a y  S a t u r d a y  on it .  
B e f o r e  he  c a m e  to th i s  job,  h e  w a s  the  s e n i o r  p a r t n e r  of P r i c e ,  W a t e r -  
h o u s e  and C o . ,  of New Y o r k  Ci ty .  He  h a s  b e e n  the  D e p u t y  D i r e c t o r  of 
the  B u r e a u  of the  B u d g e t  fo r  o v e r  a y e a r  and a ha l f .  He i s  no n e w -  
c o m e r  to th i s  s u b j e c t .  

I t  i s  a p l e a s u r e  to i n t r o d u c e  to t h i s  c l a s s  M r .  P e r c i v a l  F .  B r u n d a g e .  

MR. B R U N D A G E :  Good m o r n i n g .  I a p p r e c i a t e  v e r y  m u c h  the  
o p p o r t u n i t y  to s u b s t i t u t e  fo r  the  D i r e c t o r  b e f o r e  th i s  g r o u p .  I a l s o  a m  
g lad  tha t  you  a r e  g iv ing  the  t i m e  you  a r e  to b u d g e t i n g ,  b e c a u s e  I f e e l  
t ha t  i t  i s  a t r e m e n d o u s l y  i m p o r t a n t  s u b j e c t  fo r  a l l  of u s .  I t  i s  of i m m e -  
d i a t e  c o n s e q u e n c e  to  you  who a r e  c o n c e r n e d  wi th  Our n a t i o n a l  s e c u r i t y  
p r o g r a m s ,  b e c a u s e  t h o s e  p r o g r a m s  t ake  o v e r  t h r e e - f i f t h s  of o u r  t o t a l  
e x p e n d i t u r e s .  

The  b u d g e t  d i r e c t l y  a f f e c t s  o u r  l i v e s ,  y o u r s  and  m i n e ,  a s  t a x -  
p a y e r s ,  s i n c e  it n e c e s s i t a t e s  p a y i n g  o v e r  to the  F e d e r a l  G o v e r n m e n t  
s u c h  a l a r g e  p r o p o r t i o n  of o u r  i n d i v i d u a l  i n c o m e s .  It  a f f e c t s  u s  a l s o  
t h r o u g h  i t s  i n f l u e n c e  on the  e n t i r e  e c o n o m y  of the  na t i on ,  s i n c e  the  
F e d e r a l  e x p e n d i t u r e s  a m o u n t  to abou t  o n e - f i f t h ,  20 p e r c e n t ,  of the  
n a t i o n a l  i n c o m e .  F u r t h e r m o r e ,  the  b u d g e t  m i r r o r s  and f o c u s e s  the  
b a s i c  p o l i c i e s  of the  F e d e r a l  G o v e r n m e n t - - f o r e i g n ,  m i l i t a r y ,  and  
d o m e s t i c - - a n d  wha t  t h o s e  p o l i c i e s  m a y  be  i s  of c r u c i a l  i m p o r t a n c e  to 
a l l  of us  a s  m i l i t a r y  and  c i v i l i a n  o f f i c i a l s  and a s  c i t i z e n s .  

In  v i e w  of the  ~ m p o r t a n c e  of the  F e d e r a l  b u d g e t ,  i t  m a y  s u r p r i s e  
y o u  to know tha t  u n t i l  t h i r t y - o d d  y e a r s  ago  t h e r e  was  no i n t e g r a t e d  
b u d g e t  f o r  the  e n t i r e  G o v e r n m e n t .  Un t i l  tha t  t i m e ,  e a c h  of the  d e -  
p a r t m e n t s  p r e p a r e d  and s e n t  i t s  r e q u e s t s  f o r  a p p r o p r i a t i o n s  to the  



C o n g r e s s  as  p a r t  of what  was  known as  the  T r e a s u r y ' s  Book  of E s t i -  
m a t e s ,  wi thout  r e g a r d  to what  the  o t h e r  d e p a r t m e n t s  and a g e n c i e s  w e r e  
doing ,  and wi thout  any  r e g a r d  fo r  the  to ta l  a m o u n t  tha t  a l l  of the  a g e n -  
c i e s  w e r e  r e q u e s t i n g .  The  S e c r e t a r y  of the  T r e a s u r y ,  Who t r a n s m i t t e d  
t h e s e  e s t i m a t e s  to the  C o n g r e s s ,  had no r e s p o n s i b i l i t y  e x c e p t  to  r e -  
c e i v e  and p a s s  t h e m  a long ,  a b u s i n e s s  wh ich  o c c u p i e d  the  t i m e  of one  
T r e a s u r y  of f ic ia l .  

At the close of World War I, Congress f i n a l l y  took up the problem 
of budgetary reform, stimulated largely by the wartime expansion of 
Federal activities and the sharp increase in the public debt, which had 
risen twenty-fold from 1915 to 1919--from 1.2 billion to 25.5 billion 
dollars. Their discussions resulted in the passage of the Budget and 
Accounting Act of 1921, the basic elements of the philosophy of which 
are (1) that the President himself assume responsibility for the budget, 
thus eliminating the concept of departmental self-determination; (2) 
that the budget is the financial expression of the Goverumentls program 
for the fiscal year; (3) that the budgetary process is designed to ellm- 
inate duplication, waste, and inefficiency, both within and between 
agencies, and that this is achieved by a supra-agency review; (4) that 
the budgetary process is used as a device for obtaining better adminis- 
trative management, as well as for fiscal planning and control; and 
(5) that the budget should clearly indicate the relationships between 
proposed expenditures and anticipated revenues. 

I a m  go ing  to s t a r t  with a few w o r d s  about  the  B u r e a u  of the  
Budge t  i t s e l f  and i t s  o r g a n i z a t i o n .  

Chart 1, page 3, gives the general setup. You see, the Bureau 
is administered by a Director, a Deputy Director, and two Assistant 
Directors. There are four offices: one for Budget Review, one for 
Legislative Reference, one for Management and Organization and one 
for Statistical Standards. Each of those is headed by a career As- 
sistant Director.. Below these are the five divisions which principally 
have to do with the budget process--the Commerce and Finance, Inter- 
national, Labor and Welfare, Military, and Resources and Civil Works 
Divisions. Each is headed by a career Chief of division. We have a 
total staff of about 420. 

Many think the Bureau of the Budget is engaged solely in the busi- 
ness of budget making, which, of course, is the largest part of our 
duties. But it is only part, as you will see from this chart. 
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Now, the Office of Budget  Review a s s u m e s  r e s p o n s i b i l i t y  for  the 
complex  t e c h n i c a l  job of p lanning,  schedul ing ,  and con t ro l l i ng  the 
p r e p a r a t i o n  of the budget,  r ang ing  f r o m  the pr~el4minary economic  a n a l -  
y s i s  of condi t ions  in  the y e a r  to be covered ,  th rough  the p r e p a r a t i o n  of 
m a t e r i a l  for  s u b m i s s i o n  to the P r e s i d e n t  and to the Cabine t  for  t h e i r  
dec i s ion ,  to the f ina l  p r i n t i n g  of the budget  document  which i s  submi t t ed  
to C o n g r e s s .  

I th ink  you wil l  be i n t e r e s t e d  in these  o ther  a c t i v i t i e s  too, b e c a u s e  
they  do have  an impac t  on your  own ac t i v i t i e s .  

One of the o the r  du t i e s  of the Bureau  i s  conducted by the Office of 
L e g i s l a t i v e  R e f e r e n c e .  P r o p o s a l s  for  new l e g i s l a t i o n  a r e  sen t  to the 
B u r e a u  by  a l l  G o v e r n m e n t  a g e n c i e s  p r i o r  to t h e i r  s u b m i s s i o n  to the 
C o n g r e s s ,  so tha t  t hey  can be ana lyzed  for  b u d g e t a r y  i m p l i c a t i o n s  and 
can be coord ina ted  with o ther  i n t e r e s t e d  a g e n c i e s ,  to p r e v e n t  conf l i c t -  
ing r e c o m m e n d a t i o n s ,  and so that  the P r e s i d e n t  can d e t e r m i n e  the 
r e l a t i o n s h i p  of each p roposa l  to h i s  own g e n e r a l  p r o g r a m .  

The Bureau  a l so  r e v i e w s  and coo rd ina t e s  agency  c o m m e n t s  on 
l e g i s l a t i o n  p roposed  by m e m b e r s  of the C o n g r e s s ,  and f u r n i s h e s  ad -  
v ice  to c o n g r e s s i o n a l  c o m m i t t e e s  on the r e l a t i o n s h i p  of a l l  l e g i s l a t i o n  
to the P r e s i d e n t ' s  p r o g r a m .  So fa r  th is  c a l e n d a r  y e a r ,  for  exernple ,  
over  5 ,700 draf t  b i l l s ,  c o n g r e s s i o n a l  r e q u e s t s  for  Bu reau  v iews ,  and 
a g e n c y  r e p o r t s  on pending l e g i s l a t i o n  have  been ac ted  on by th i s  off ice.  

L e g i s l a t i o n ,  when p a s s e d  by the C o n g r e s s  and f o r w a r d e d  to the 
P r e s i d e n t ,  i s  hand led  by  the B u r e a u  in a s i m i l a r  m a n n e r .  The B u r e a u  
supp l i e s  the P r e s i d e n t  with the v iews  of the i n t e r e s t e d  a g e n c i e s  as  to 
whe the r  approva l  or veto  i s  r e c o m m e n d e d ,  as  wel l  as  any draf t  docu-  
m e n t s  that  m a y  be r e q u i r e d  to c a r r y  out the l e g i s l a t i o n  by execu t ive  
ac t ion .  

The next  office,  that  of Managemen t  and Organ iza t ion ,  deve lops  
p r o g r e r n s  des igned  to improve  the o rgan i za t i on  and m a n a g e m e n t  of the 
execu t ive  b r anch ,  inc luding  the o rgan i za t i on  and re la t ionshi l5  of exec -  
u t ive  a g e n c i e s ,  and G o v e r n m e n t - w i d e  m a n a g e m e n t  and s e r v i c e  a c t i v i -  
t i e s ,  such a s  p e r s o n n e l  and account ing .  F o r  example ,  i t  deve lops  and 
r e v i e w s  r e o r g a n i z a t i o n  p l ans  and o ther  p r o p o s a l s  for  p lac ing  G o v e r n -  
m e n t  func t ions  w h e r e  t hey  can be a d m i n i s t e r e d  m o s t  a p p r o p r i a t e l y  and 
m o s t  e conomica l l y ,  such as  the r e c e n t  o r g a n i z a t i o n  of the I n t e r n a t i o n a l  
Coope ra t i on  A d m i n i s t r a t i o n  (ICA), wi thin  the D e p a r t m e n t  of State to 
take  the  p lace  of the independent  FOA. 
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A n o t h e r  p r i n c i p a l  r e s p o n s i b i l i t y  of th i s  of f ice  at the  m o m e n t  i s  the  
c o o r d i n a t i o n  of the  v i e w s  of al l  G o v e r n m e n t  a g e n c i e s  on the  r e c e n t  
r e p o r t s  of the  H o o v e r  C o m m i s s i o n .  

The  fou r th  of f ice ,  tha t  of S t a t i s t i c a l  S t a n d a r d s ,  is  r e s p o n s i b l e  f o r  
i m p r o v e m e n t  of the  G o v e r n m e n U s  s t a t i s t i c a l  a c t i v i t i e s .  It r e v i e w s  
s t a t i s t i c a l  f o r m s  p r o p o s e d  by v a r i o u s  F e d e r a l  a g e n c i e s ,  d e v e l o p s  and 
i m p r o v e s  s t a t i s t i c a l  t e c h n i q u e s  and s t a n d a r d s ,  and m a i n t a i n s  s u r v e i l -  
l a n c e  ove r  the  p u b l i c a t i o n  of s t a t i s t i c a l  da ta  f r o m  the po in t  of v i e w  of 
n a t i o n a l  s e c u r i t y .  F o r  i n s t a n c e ,  w h e n  the  u n e m p l o y m e n t  s t a t e m e n t s  
p u b l i s h e d  by  two of the d e p a r t m e n t s  didnVt a g r e e ,  we had  to go in to  the  
f o r m u l a t i o n  of the  b a s i c  a s s u m p t i o n s  and r e c o n c i l e  t h e m .  It a l s o  
s e r v e s  as  the  foca l  poin t  fo r  Uni t ed  S t a t e s  p a r t i c i p a t i o n  in s t a t i s t i c a l  
a c t i v i t i e s  of i n t e r n a t i o n a l  o r g a n i z a t i o n s .  

E a c h  G o v e r n m e n t  a g e n c y ,  with v e r y  few e x c e p t i o n s ,  m u s t  ob ta in  
the  BureauVs a p p r o v a l  fo r  e a c h  q u e s t i o n n a i r e  which  is  to be s e n t  out 
to m o r e  than  ten  p e r s o n s .  About  t en  or  a d o z e n  such  q u e s t i o n n a i r e s  
a r e  p r o p o s e d  by the  d i f f e r e n t  a g e n c i e s  each  w o r k i n g  day  of the  y e a r .  
You would be s u r p r i s e d  how m a n y  p e o p l e  want  i n f o r m a t i o n  t h r o u g h  
q u e s t i o n n a i r e s .  E a c h  new q u e s t i o n n a i r e  is  e x a m i n e d  to m a k e  s u r e  
tha t  the  i n f o r m a t i o n  it would  ob ta in  is  n e c e s s a r y  and is  not  a l r e a d y  
a v a i l a b l e  in  s o m e  o t h e r  p l a c e ,  tha t  the  f o r m  i s  as  s i m p l e  as  p o s s i b l e  
and c o n f o r m s  to b u s i n e s s  r e c o r d - k e e p i n g  p r a c t i c e s ,  tha t  i t  i s  s e n t  to  
the  s m a l l e s t  p o s s i b l e  n u m b e r  of p e r s o n s ,  and tha t  i t  i s  c o l l e c t e d  no  
m o r e  f r e q u e n t l y  than  is  n e c e s s a r y .  

Th i s  o f f i ce  r e v i e w s  the  r e l e a s e  of s t a t i s t i c a l  da ta  by  F e d e r a l  a g e n -  
c i e s ,  to  d e t e r m i n e  the  n e e d  fo r  r e s t r i c t i o n s  in the  i n t e r e s t  of n a t i o n a l  
s e c u r i t y .  In t h i s  a c t i v i t y  the  of f ice  i s  a ided  by  a c o m m i t t e e  r e p r e s e n t -  
ing the  s e c u r i t y  and i n t e l l i g e n c e  a g e n c i e s  of the  G o v e r n m e n t ,  and a l s o  
by  an a d v i s o r y  counc i l  of b u s i n e s s m e n ,  which  s e r v e s  wi thout  c o m p e n -  
sa t ion .  T h i s  of f ice  h a s  s a v e d  b u s i n e s s  and i n d u s t r y  m a n y  u n r e a s o n a b l e  
o r  u n n e c e s s a r y  d e m a n d s  fo r  i n f o r m a t i o n  and the  t r e m e n d o u s  c o s t  of 
d e v e l o p i n g  the  r e p l i e s .  

Now, e v e r y  a g e n c y  in  the  G o v e r n m e n t  i s  a s s i g n e d  to  one of the  
f i ve  d i v i s i o n s  shown  in  the  l o w e r  l i n e  of the  c h a r t .  E a c h  d i v i s i o n  h a s  
a s ta f f  of e x a m i n e r s ,  w h o s e  b u s i n e s s  i t  i s  c o n t i n u o u s l y  to a n a l y z e  r e -  
p o r t s  and o p e r a t i o n s  of e v e r y  p h a s e  of the  a g e n c y ' s  a c t i v i t i e s - - t h i s  
g o e s  on t h r o u g h o u t  the  y e a r - - a n d  t h e i r  r e l a t i o n  to  budge t  and l e g i s l a -  
t i ve  r e q u i r e m e n t s .  
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Some d i v i s i o n s  a l s o  have  i m p o r t a n t  n o n b u d g e t a r y  r e s p o n s i b i l i t i e s .  
The  C o m m e r c e  ai, d F i n a n c e  D i v i s i o n ,  fo r  e x a m p l e ,  h a s  i n i t i a l  r e s p o n s i -  
b i l i t y  r e l a t i v e  to the  B u r e a u  of the B u d g e t ' s  f unc t i on  of a d v i s i n g  the  
P r e s i d e n t  r e s p e c t i n g  i n t e r n a t i o n a l  a i r  r o u t e  c e r t i f i c a t e s .  The  L a b o r  
and W e l f a r e  D i v i s i o n  h a s  a con t i nu ing  r e s p o n s i b i l i t y  fo r  c o o r d i n a t i o n  
and r e v i e w  of the  F e d e r a l  h o s p i t a l  s y s t e m .  The  R e s o u r c e s  and C i v i l  
W o r k s  D i v i s i o n  h a s  r e s p o n s i b i l i t y  fo r  h e l p i n g  in  the  r e v i e w  and d e -  
v e l o p m e n t  of l o n g - r a n g e  p l a n s  fo r  F e d e r a l  publ ic  w o r k s  and i m p r o v e -  
m e n t  p r o j e c t s ,  a s  we l l  as  for  c o o r d i n a t i n g  the G o v e r n m e n t ' s  m a p p i n g  
and s u r v e y i n g  a c t i v i t i e s .  

With  r e g a r d  to the  p r o c e s s  of budge t  f o r m u l a t i o n ,  i t  i s  i m p o r t a n t  
to  r e a l i z e  t ha t  the  p e r i o d  d u r i n g  which  the budge t  d r a w s  g r e a t e s t  publ ic  
a t t e n t i o n ,  t ha t  i s  to s a y ,  fo l lowing  the P r e s i d e n t ' s  s u b m i s s i o n  of h i s  
J a n u a r y  budge t  m e s s a g e  to C o n g r e s s ,  and d u r i n g  the c o n g r e s s i o n a l  
r e v i e w  which  fo l l ows  t ha t  p e r i o d ,  i s  c o m p a r a b l e  to tha t  p o r t i o n  of an  
i c e b e r g  wh ich  i s  v i s i b l e  above w a t e r .  T h e r e  i s  a lo t  m o r e  to i t  t han  
tha t .  M a n y  m o n t h s  of a r d u o u s  work  p r e c e d e  the P r e s i d e n t ' s  budge t  
m e s s a g e  to C o n g r e s s .  

L e a v i n g  the  m i l i t a r y  budge t  a s ide  fo r  the  m o m e n t ,  the p r e p a r a t i o n  
of the  budge t  fo r  a l l  the  o t h e r  d e p a r t m e n t s  and a g e n c i e s  fo l l ows  t h i s  
g e n e r a l  p r o c e d u r e :  In M a y  and J u n e - - f o r  i n s t a n c e ,  t h i s  l a s t  M a y  and 
June  of 1955, we s t a r t e d  f o r m u l a t i n g  g u i d e l i n e s  fo r  the p r e p a r a t i o n  of 
the  f i s c a l  y e a r  1957 budget ,  which  wi l l  s t a r t  nex t  1 J u l y - - w e l l  o v e r  a 

y e a r  ahead  of the  b e g i n n i n g  of the  f i s c a l  y e a r .  F i r s t  we deve lop  the  
p o l i c i e s  tha t  wi l l  be appl ied;  t ha t  i s ,  the  f i s c a l  i n t e r p r e t a t i o n s ,  the  
e c o n o m i c  a s s u m p t i o n s ,  and the  d o m e s t i c  and i n t e r n a t i o n a l  f o r e c a s t s .  
P r e l i m i n a r y  d i s c u s s i o n s  a r e  he ld  with  the  h e a d s  of the  p r i n c i p a l  a g e n -  
c i e s  to d e t e r m i n e  what  new p r o g r a m s ,  i f  any ,  wi l l  be r e q u i r e d ;  wha t  
e x t e n s i o n s  of old p r o g r a m s  a r e  d e s i r a b l e  or  n e c e s s a r y ;  and wha t  r e -  
duc t ions  or  t e r m i n a t i o n s  of e x i s t i n g  p r o g r a m s  a r e  p o s s i b l e .  

We then  deve lop  and d i s c u s s  wi th  ~he P r e s i d e n t  and the C a b i n e t  
a p r e l i m i n a r y  o v e r a l l  e s t i m a t e  as  to the  p r o b a b l e  e x p e n d i t u r e  l e v e l  
a s  c o m p a r e d  with  the  T r e a s u r y  e s t i m a t e s  of wha t  the  r e c e i p t s ,  b a s e d  
on c u r r e n t  l e g i s l a t i o n ,  a r e  l i k e l y  to be.  An o v e r a l l  c e i l i n g  on c o n t r o l -  
l a b l e  c o s t s  i s  t hen  e s t a b l i s h e d  fo r  e a c h  i n d i v i d u a l  a g e n c y ,  which  i s  
t hen  a d v i s e d  of our  d e c i s i o n  and a s k e d  to s u b m i t  a d e t a i l e d  e s t i m a t e  and 
j u s t i f i c a t i o n  f o r  the  e n s u i n g  f i s c a l  y e a r ,  b a s e d  on the p o l i c i e s  wh ich  
h a v e  b e e n  se t  fo r th .  The  n o r m a l  da te  fo r  the  r e c e i p t  of t h e s e  e s t i m a t e s  
i s  b e t w e e n  the m i d d l e  and end of S e p t e m b e r .  
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D u r i n g  th i s  s a m e  p e r i o d ,  b e t w e e n  June  and S e p t e m b e r ,  the  B u r e a u  
of the  Budge t ,  as  a l w a y s ,  is  w o r k i n g  on the r e s u l t s  of t h r e e  f i s c a l  y e a r s .  
D u r i n g  the  p a s t  t h r e e  m o n t h s  we have  b e e n  c o m p i l i n g  the f ina l  r e s u l t s  
fo r  the  f i s c a l  y e a r  j u s t  ended  30 June  1955. At the  s a m e  t i m e  we h a v e  
p r e p a r e d  r e v i s e d  e s t i m a t e s  fo r  the  f i s c a l  y e a r  j u s t  c o m m e n c i n g  on 
1 J u l y  1955. And, as  I have  jus t  i n d i c a t e d ,  we a r e  w o r k i n g  on p r e l i m i -  
n a r y  e s t i m a t e s  fo r  f i s c a l  1957. 

Now, d u r i n g  the  m o n t h s  of O c t o b e r  and N o v e m b e r  the  B u r e a u  of 
the  B u d g e t  h o l d s  h e a r i n g s  with each  of the  a g e n c i e s ,  at  wh ich  top 
o f f i c i a l s  a p p e a r  and p r e s e n t  t h e i r  d e t a i l e d  j u s t i f i c a t i o n s  for  t h e i r  p r o -  
p o s e d  p r o g r a m s .  The  r e c o m m e n d a t i o n s  by the e x a m i n e r s  as  a r e s u l t  
of t h e s e  h e a r i n g s  and t h e i r  own d e t a i l e d  r e v i e w s  a r e  t hen  c o n s i d e r e d  at 
what  i s  c a l l e d  the  D i r e c t o r ' s  r e v i e w .  The  Deputy  D i r e c t o r  and the  
A s s i s t a n t  D i r e c t o r s ,  t o g e t h e r  with the top s taff  of the  B u r e a u ,  s i t  
down t o g e t h e r  wi th  the  e x a m i n e r s  to d i s c u s s  the i s s u e s  a r i s i n g  f r o m  
the  a g e n c y  r e q u e s t s  and the  m a j o r  q u e s t i o n s  of p r o g r a m  and p o l i c y  in 
the  l igh t  of the  a p p r o p r i a t i o n  r e q u e s t s  f r o m  all  the  o t h e r  a g e n c i e s  and 
the  g e n e r a l  budge t  po l i cy .  

T u r n i n g  now to the m i l i t a r y  budge t ,  we have  a s l i g h t l y  d i f f e r e n t  
c o ~ r s e ,  b e c a u s e  of i t s  s i z e .  In al l  t h r e e  budge t s  wi th  wh ich  the p r e s e n t  
A d m i n i s t r a t i o n  ha s  had  to dea l ,  tha t  i s ,  the  r e v i s e d  1954 budge t ,  and 
the  1955 and 1956 b u d g e t s ,  a l l  d e c i s i o n s  m a d e  wi th  r e s p e c t  to g o v e r n i n g  
m i l i t a r y  p o l i c i e s ,  such  as  f o r c e  l e v e l s  and p r o c u r e m e n t  o b j e c t i v e s ,  w e r e  
t h o r o u g h l y  d i s c u s s e d  with the  N a t i o n a l  S e c u r i t y  Counc i l ,  wi th  the  J o i n t  
C h i e f s  of Staff,  and wi th  the P r e s i d e n t ,  and had h i s  a p p r o v a l  b e f o r e  
b u d g e t  a c t i o n  to c a r r y  t h e m  out was  e v e n  f o r m u l a t e d .  

B e c a u s e  the  o b j e c t i v e s  of the  S e c r e t a r y  of D e f e n s e  a r e  e s s e n t i a l l y  
the  s a m e  of t h o s e  of the  E x e c u t i v e  Off ice ,  and in o r d e r  to avoid  d u p l i -  
ca te  d e m a n d s  wi th in  l i m i t e d  t i m e  p e r i o d s ,  the M i l i t a r y  D i v i s i o n  of the  
B u r e a u  of the  Budge t  w o r k s  with the  s taf f  and the  A s s i s t a n t  S e c r e t a r i e s  
of the  D e p a r t m e n t  of D e f e n s e  in r e v i e w i n g  the p r o p o s a l s  of the  t h r e e  
s e r v i c e s .  I u n d e r s t a n d  tha t  you have  a l r e a d y  had a t a lk  f r o m  S e c r e t a r y  
McN e i l ,  and tha t  he  r e f e r r e d  to th i s  jo in t  work .  

A f t e r  s u b m i s s i o n  of the budge t  e s t i m a t e s  by the S e c r e t a r y  of D e -  
f e n s e ,  an e v a l u a t i o n  is  m a d e  in r e l a t i o n  to e x i s t i n g  p o l i c i e s  and p r o -  
p o s a l s ;  and p o s s i b l e  m o d i f i c a t i o n s  a r e  d i s c u s s e d  aga in  in the S e c u r i t y  
Counc i l ,  wi th  the  Cab ine t ,  a n d  tlle P r e s i d e n t .  The  budge t  is  thus  b a s e d  
on p o l i c i e s  e s t a b l i s h e d  by  the  P r e s i d e n t  a f t e r  c o n s i d e r a t i o n  of r e c o m -  
m e n d a t i o n s  by the  Jo in t  C h i e f s  of Staff and D e f e n s e  o f f i c i a l s .  
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It m u s t  be  r e m e m b e r e d  tha t  t h e r e  is  on ly  one i n d i v i d u a l  who can  
p r e s e n t  a budge t  u n d e r  the  l aw to the C o n g r e s s - - t h e  P r e s i d e n t  of the  
Un i t ed  S ta tes .  It  i s  h i s  budge t  and h i s  r e c o m m e n d a t i o n s  to  the  C o n g r e s s .  

One Other f a c t o r  you m i g h t  b e a r  in m i n d  when  you c o n s i d e r  m i l i t a r y  
e x p e n d i t u r e s  is  tha t  the  P r e s i d e n t ' s  d e c i s i o n s  have  b e e n  m a d e  not  on ly  
as  C o m m a n d e r - i n - C h i e f ,  but  a l s o  on the b a s i s  of h i s  e x p e r i e n c e  in h i s  
d i s t i n g u i s h e d  c a r e e r  in the  m i l i t a r y  s e r v i c e .  He has  g i v e n  e s p e c i a l l y  
c l o s e  p e r s o n a l  a t t e n t i o n  to the  m i l i t a r y  s e c t i o n  of t he  budge t .  The  
u l t i m a t e  d e c i s i o n s  h a v e  b e e n  h i s  and,  I th ink ,  can  be a c c e p t e d  a s  
a u t h o r i t a t i v e .  

In N o v e m b e r  and D e c e m b e r ,  a f t e r  c o n s i d e r a t i o n  of the  m i l i t a r y  
and o t h e r  b u d g e t s ,  t h e  f ina l  e s t i m a t e s  a r e  p r e p a r e d ,  and the  budge t  
d o c u m e n t  is  s e n t  to the p r i n t e r .  U n d e r  the  law,  the budge t  must  be  
t r a n s m i t t e d  to  the C o n g r e s s ,  t o g e t h e r  with the budge t  m e s s a g e ,  w i th in  
the  f i r s t  f i f t e e n  days  a f t e r  the  s e s s i o n  of C o n g r e s s  opens .  Tha t  is  why  
we h a v e  to be so e x a c t i n g  and have  to b r i n g  so m u c h  p r e s s u r e  to b e a r  
on the  v a r i o u s  a g e n c i e s  to have  t h e i r  p r e s e n t a t i o n  and f i g u r e s  in on 
t i m e .  

The  budge t  d o c u m e n t  i t s e l f  s e r v e s  not  only  as  a budge t  e s t i m a t e  
fo r  the  f i s c a l  y e a r  b e g i n n i n g  s ix  m o n t h s  a f t e r  the  budge t  m e s s a g e ,  but  
a l s o  c o n t a i n s  the  r e v i s e d  e s t i m a t e s  fo r  the  f i s c a l  y e a r  t h e n  c u r r e n t ,  
and the  ac tua l  r e s u l t s  for  the  f i s c a l  y e a r  which  h a s  ended  s ix  m o n t h s  
p r e v i o u s l y .  T h e r e f o r e  it  s e r v e s  as  an annua l  r e p o r t  on the  o p e r a t i o n s  
of the  G o v e r n m e n t  and a l l  of i t s  d e p a r t m e n t s ,  as  we l l  as  c o n t a i n i n g  the  
b u d g e t  e s t i m a t e s  fo r  the  c o m i n g  f i s c a l  p e r i o d .  

N o w ,  b e f o r e  we go in to  the  f u r t h e r  c h a r t s  and f i g u r e s ,  t h e r e  is  one  
fac t  I m i g h t  b r i n g  to your  a t t en t ion .  Whi le  the  budge t  is  one d o c u m e n t ,  
it  c o n t a i n s  two d i f f e r e n t  s e t s  of f i g u r e s ,  which  a r e  s o m e t i m e s  c o n -  
f u s i n g - - t h o s e  r e l a t i n g  to ob l i ga t i ona l  a u t h o r i t y  and e x p e n d i t u r e s .  

The  budge t ,  in the f i r s t  p l a c e ,  shows  how m u c h  m o n e y  the  P r e s i -  
den t  r e q u e s t s  f r o m  C o n g r e s s  each  y e a r  to c a r r y  out the  p r e s e n t  and 
p r o p o s e d  p r o g r a m s  of the G o v e r n m e n t .  T h e s e  r e q u e s t s  b e c o m e  the  
a p p r o p r i a t i o n  b i l l s  which  C o n g r e s s  c o n s i d e r s  and ac t s  upon.  Ap-  
p r o p r i a t i o n s  p r o v i d e  the  a u t h o r i t y - - u s u a l l y  c a l l e d  " N O A - - N e w  O b l i g a -  
t i ona l  A u t h o r i t y " - - f o r  F e d e r a l  a g e n c i e s  to spend  m o n e y ,  but  the  m o n e y  
i t s e l f  m u s t  be  r a i s e d  by the  T r e a s u r y  t h r o u g h  t a x e s  o r  by  b o r r o w i n g .  

The  budge t  a l s o  shows ,  in the s e c o n d  p l a c e ,  the  e s t i m a t e s  of how 
m u c h  m o n e y  the  G o v e r n m e n t  is e x p e c t e d  a c t u a l l y  to spend  e a c h  y e a r  



in  c a r r y i n g  out  t h o s e  p r o g r a m s ,  and how m u c h  it wi l l  r e c e i v e  f r o m  t a x e s  
and o t h e r  s o u r c e s .  H e r e  we s e e  w h e t h e r  the  b u d g e t  is  b a l a n c e d  or  u n -  
b a l a n c e d .  If  the  a m o u n t  r e c e i v e d  in r e v e n u e s  is  g r e a t e r  t han  the  a m o u n t  
s p e n t ,  the b u d g e t  i s  b a l a n c e d  and the  G o v e r n m e n t  h a s  a s u r p l u s  f o r  the  
y e a r .  If  the  e x p e n d i t u r e s  e x c e e d  r e c e i p t s ,  the  G o v e r n m e n t  h a s  a d e f i c i t .  

U n d e r  o u r  C o n s t i t u t i o n ,  no one in  the G o v e r n m e n t  m a y  s p e n d  m o n e y  
un t i l  an  a p p r o p r i a t i o n  l a w  is f i r s t  e n a c t e d  by C o n g r e s s .  H o w e v e r ,  the  
a m o u n t  of a p p r o p r i a t i o n s  p a s s e d  by  C o n g r e s s  fo r  a n y  one y e a r  and the  
a m o u n t  w h i c h  the  G o v e r n m e n t  s p e n d s  in t ha t  y e a r  m a y  be  v e r y  d i f f e r e n t .  
T h i s  i s  t r u e  b e c a u s e  on ly  p a r t  of the  funds  a p p r o p r i a t e d  and o b l i g a t e d  
fo r  a c e r t a i n  y e a r  a r e  spen t  in t ha t  y e a r .  T h e  b a l a n c e  m a y  be  s p e n t  
the  f o l l o w i n g  y e a r ,  o r ,  in  the c a s e  of l o n g - l e a d - t i m e  i t e m s ,  s e v e r a l  
y e a r  s l a t e r :  

Funds l  s p e n t  in a n y  one y e a r ,  t h e r e f o r e ,  c o m e  both f r o m  a p p r o p r i a -  
t i o n s  vo t ed  by C o n g r e s s  fo r  t ha t  y e a r  and f r o m  funds  vo t ed  in  e a r l i e r  
y e a r s .  F o r  e x a m p l e ,  m o n e y  f o r  G o v e r n m e n t  e m p l o y e e s '  s a l a r i e s  i s  
u s u a l l y  s p e n t  in  the  s a m e  y e a r  fo r  w h i c h  it i s  a p p r o p r i a t e d .  On the  
o t h e r  h a n d ,  m o s t  of the  m o n e y  fo r  j e t  p l a n e s  and a i r c r a f t  c a r r i e r s  i s  
s p e n t  s e v e r a l  y e a r s  a f t e r  it  h a s  b e e n  a p p r o p r i a t e d .  T h i s  d e l a y ,  of 
c o u r s e ,  o c c u r s  b e c a u s e  of the  t i m e  it  t a k e s  to o r d e r ,  p r o d u c e ,  and 
d e l i v e r  the  p l a n e s  and s h i p s .  

In s o m e  y e a r s  the d o l l a r  a m o u n t  of a p p r o p r i a t i o n s  wi l l  t h e r e f o r e  
be  s m a l l e r  t han  the  e x p e n d i t u r e s .  In o t h e r  y e a r s  it  m a y  be  l a r g e r .  
T h e  e f f e c t  of t h i s  d i f f e r e n c e  b e t w e e n  a p p r o p r i a t i o n s  and e x p e n d i t u r e s  
w i l l  show up a l i t t l e  m o r e  c l e a r l y  in  a c h a r t  I s h a l l  show in a m i n u t e .  

Now,  the  p r e s e n t  A d m i n i s t r & t i o n  took  o f f i ce  on a p l a t f o r m  w h i c h  
c a l l e d  fo r  r e d u c e d  G o v e r n m e n t  e x p e n d i t u r e s ,  r e d u c e d  t a x e s ,  and the  
a c h i e v e m e n t  of a b a l a n c e d  budge t .  Our  b u d g e t a r y  and f i s c a l  p o l i c i e s ,  
h o w e v e r ,  have  b e e n  c o n s i d e r e d  and m u s t  be  c o n s i d e r e d  in r e l a t i o n  to 
the  b r o a d  o b j e c t i v e s  of ou r  n a t i o n a l  p o l i c i e s .  I s h a l l  t r y  to d e s c r i b e  
f o r  you s o m e  of the s t e p s  we have  t a k e n  to r e t u r n  to f i n a n c i a l  s t a b i l i t y .  
We h a v e  t r i e d  t o  s t r i k e  a b a l a n c e  b e t w e e n  (1) w i s e  f i s c a l  and b u d g e t a r y  
m a n a g e m e n t ,  (2) a sound  and  e f f e c t i v e  p r o g r a m  of n a t i o n a l  s e c u r i t y ,  
and  (3) a s t r o n g  and e x p a n d i n g  e c o n o m y  c o n t r i b u t o r y  to the  g e n e r a l  
w e l f a r e  and r e a d i l y  c o n v e r t i b l e  to the  t a s k s  of w a r  shou ld  th i s  p r o v e  
n e c e s s a r y .  

T a k i n g  o u r  o b j e c t i v e s  one  at  a t i m e ,  but  r e m e m b e r i n g  tha t  a 
b a l a n c e  b e t w e e n  t h e s e  o b j e c t i v e s  is  wha t  we m u s t  a t t a in ,  the  p r i n c i p a l  
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goa l s  of ou r  f i s c a l  and b u d g e t a r y  m a n a g e m e n t  c o n t i n u e  to be: (1) r e -  
d u c t i o n s  in G o v e r n m e n t  s p e n d i n g ,  (2) r e d u c t i o n s  in t a x e s ,  and (3) 
a c h i e v e m e n t  of a b a l a n c e d  budge t .  The  l e v e l  of ou r  t o t a l  e x p e n d i t u r e s - -  
64 .5  b i l l i o n  d o l l a r s - - t h e  f i r s t  f i g u r e  On th i s  c h a r t  is  e x p e n d i t u r e s  and 
the  s e c o n d  f i g u r e  is  r e v e n u e - - i n  1955, you s e e ,  is  g r e a t e r ,  we f e e l ,  
t han  ou r  t a x p a y e r s  a r e  l i k e l y  to be w i l l i ng  to p r o v i d e  o v e r  an  i n d e f i n i t e  
p e r i o d .  T h e  h igh  r a t e s  of c o r p o r a t e  and i n d i v i d u a l  t a x e s  t ake  too  l a r g e  
a p r o p o r t i o n  of our  n a t i o n a l  i n c o m e ,  and we m u s t  f a ce  tha t  f ac t .  But  
u n d e r  p r e s e n t  c i r c u m s t a n c e s  we c a n n o t  r e d u c e  t a x e s  wi thou t  r e d u c i n g  
s p e n d i n g ,  b e c a u s e  an u n b a l a n c e d  budge t  e n c o u r a g e s  i n f l a t i on ,  w h i c h  
in  t u r n  c r e a t e s  h a r d s h i p s  on m a n y  l e v e l s  of our  s o c i e t y  and c r e a t e s  
a l a r g e r  debt  f o r  ou r  c h i l d r e n  to pay .  

The  s i m p l e s t  w a y  to i n d i c a t e  the m e a s u r e  of p r o g r e s s  tha t  we 
h a v e  m a d e  t o w a r d  t h e s e  g o a l s  i s  to c o m p a r e  the  l a t e s t  b u d g e t  e s t i m a t e s  
fo r  1956, the  c u r r e n t  f i s c a l  y e a r ,  w h i c h  j u s t  b e g a n  l a s t  Ju ly :  of 6 3 . 8  
b i l l i o n  d o l l a r s ,  wi th  the  p r e v i o u s  A d m i n i s t r a t i o n ' s  budge t  r e c o m m e n -  
da t i on  fo r  1954, w h i c h  c o n f r o n t e d  the  P r e s i d e n t  when  he  a s s u m e d  o f f i ce .  

C h a r t  2, p a g e  1 1 . - - T h e  a c t u a l  e x p e n d i t u r e s  fo r  1953 w e r e  74 .3  
b i l l i o n , d o l l a r s ,  but  t h e y  had  b u d g e t e d  77 .9  b i l l i o n  d o l l a r s  f o r  the  f o l -  
l o w i n g  y e a r ,  1954. 

Now,  F e d e r a l  s p e n d i n g  i s  b e i n g  r e d u c e d  f o r  the t h i r d  c o n s e c u t i v e  
y e a r .  T h e  ne t  F e d e r a l  e x p e n d i t u r e s  fo r  the c u r r e n t  y e a r  a r e  p r e s e n t l y  
e s t i m a t e d  to be 14 .1  b i l l i o n  d o l l a r s  l e s s  t han  the  r e c o m m e n d e d  1954 
b u d g e t  of the  p r e v i o u s  A d m i n i s t r a t i o n .  On a p e r  c a p i t a  b a s i s  t h i s  h a s  
m e a n t  a r e d u c t i o n  f r o m  484 d o l l a r s  p e r  p e r s o n  to 383 d o l l a r s  p e r  
p e r s o n  in the Un i t ed  S t a t e s ,  o r  an e x p e n d i t u r e  r e d u c t i o n  of abou t  one  
h u n d r e d  d o l l a r s  fo r  e v e r y  m a n ,  w o m a n ,  and ch i ld  in the na t ion .  

E q u a l l y  a s  i m p o r t a n t  as  c u r r e n t  s p e n d i n g  i s  the  t r e n d  of f u t u r e  
e x p e n d i t u r e s .  T h e s e  a r e  l a r g e l y  g o v e r n e d  by  two f a c t o r s :  the  t o t a l  
of n e w  a p p r o p r i a t i o n s  fo r  a g i v e n  y e a r ,  and the b a c k l o g  of u n e x p e n d e d  
b a l a n c e s  f r o m  a p p r o p r i a t i o n s  of p r i o r  y e a r s .  

T h e  a p p r o p r i a t i o n s  l i ne  ( c h a r t  3, page  12), s t a r t s  above  90 b i l l i o n ,  
a s  you  s e e ,  in" 1 9 5 2 - - t h a t  is  a f t e r  K o r e a - - a n d  h a s  c o m e  down b e l o w  
60 b i l l i o n  d o l l a r s  in 1955, and h a s  gone b a c k  a l i t t l e  in 1956. As a n -  
t i c i p a t e d  fo r  1956, new s p e n d i n g  a u t h o r i t y  is  abou t  10.5  b i l l i o n  d o l l a r s  
l e s s  t h a n  r e c o m m e n d e d  f o r  1"954 by  the ou tgo ing  A d m i n i s t r a t i o n ,  abou t  
18.5  b i l l i o n  d o l l a r s  l e s s  t han  w a s  e n a c t e d  in 1953, and n e a r l y  30 b i l l i o n  
d o l l a r s  b e l o w  1952. 
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New s p e n d i n g  au tho r i t y ,  t h e r e f o r e ,  ha s  b e e n  kept  be low r e c e i p t s  and 
e x p e n d i t u r e s  in e a c h  y e a r  s i nce  1953, as  you see .  The r e c e i p t s  l ine  
is  b e l o w  the  e x p e n d i t u r e s  l ine  in e v e r y  y e a r .  But the  a p p r o p r i a t i o n s  
l i n e  g o e s  down b e l o w  the r e c e i p t s  l ine  b e t w e e n  1953 and 1954. In o t h e r  
w o r d s ,  we have  b e e n  pay ing  our  way on the c u r r e n t  ba s i s ;  and the  
present p r o b l e m  a r i s e s  p r i m a r i l y  f r o m  the  o v e r h a n g i n g  b a c k l o g  of 
s p e n d i n g  a u t h o r i t y .  

In the s e c o n d  p l a c e ,  the b a l a n c e s  of a p p r o p r i a t i o n s  c a r r i e d  o v e r  
f r o m  p r i o r  y e a r s  a m o u n t e d  to n e a r l y  80 b i l l i on  d o l l a r s  when  the  
p r e s e n t  A d m i n i s t r a t i o n  took off ice .  By the end of the  c u r r e n t  y e a r  i t  
wi l l  be about  50 b i l l i o n  d o l l a r s ,  a r e d u c t i o n  of we l l  o v e r  o n e - t h i r d .  
T h i s  ac t ion ,  c o m b i n e d  wi th  the r e d u c e d  l e v e l s  of new s p e n d i n g  a u t h o r -  
i t y ,  f o r e c a s t s ,  I b e l i e v e ,  l o w e r  e x p e n d i t u r e s  in the  fu tu re  and an 
e v e n t u a l  b a l a n c i n g  of the  budget .  

The  de f i c i t  p i c t u r e  o v e r  the  pas t  few y e a r s  can  be s e e n  in th i s  
c h a r t  a t  the  top in r e d .  Our p r e s e n t  e s t i m a t e  of the budge t  d e f i c i t  
f o r  1956 i s  1 .7 b i l l i on  d o l l a r s ,  which  is  the l o w e s t  e s t i m a t e  in f ive  
f i s c a l  y e a r s .  T h i s ,  of c o u r s e ,  is m a d e  in August ,  which  is  t en  
m o n t h s  b e f o r e  the  end  of our  c u r r e n t  f i s c a l  y e a r - - n e x t  June  30th. 
You m a y  be c e r t a i n  that ,  s i nce  an e x p e n d i t u r e  r e d u c t i o n  of l e s s  than  
t h r e e  p e r c e n t  could  b r i n g  the  budge t  into b a l a n c e ,  we a r e  do ing  a l l  we 
can,  wi thou t  s a c r i f i c i n g  our  o b j e c t i v e s  of m i l i t a r y  and e c o n o m i c  
s t r e n g t h ,  f i s c a l  s o u n d n e s s ,  and the w e l f a r e  of the  c o u n t r y ,  to r e d u c e  
t hose  e x p e n d i t u r e s  and end up with a b a l a n c e d  budget .  Our  e c o n o m y  
i s  s t r o n g  and p r o s p e r o u s  at the p r e s e n t ,  and t axes  a r e  h igh .  We a r e  
d e t e r m i n e d  not  to d i s s i p a t e  our  e c o n o m i c  s t r e n g t h  t h r o u g h  i n f l a t i o n -  
a r y  d e f i c i t s  if  we can  p o s s i b l y  avoid  t h e m .  

T h e s e  r e d u c t i o n s  in F e d e r a l  e x p e n d i t u r e s  have  b e e n  of such  
m a g n i t u d e  tha t  t h e y  a re  not  e a s y  to obta in .  T h e y  have  b e e n  a c h i e v e d  
by t h r i f t  and f ruga l i t y ,  by a con t inuous  e f fo r t  to e l i m i n a t e  r e d  tape ,  
was t e ,  and dup l i ca t ion ,  and to  f ind b e t t e r  and l e s s  e x p e n s i v e  ways  of 
do ing  the  t h ings  the G o v e r n m e n t  m u s t  do. 

In the  D e p a r t m e n t  of D e f e n s e  l a s t  y e a r  a lone ,  n e a r l y  170 ,000  
s e p a r a t e  s u g g e s t i o n s  fo r  i m p r o v e m e n t s  in o p e r a t i o n s  w e r e  r e v i e w e d .  

H u n d r e d s  of e x a m p l e s  of e c o n o m i e s  c o u l d  be l i s t e d .  I m i g h t  j u s t  
m e n t i o n  a v e r y  few.  

The  Air  F o r c e  wi l l  s ave  a m i l l i o n  d o l l a r s  a y e a r  by e l i m i n a t i n g  
w i n t e r  u n d e r w e a r  as  a m a n d a t o r y  i t e m  of i s s u e .  

13 



The State D e p a r t m e n t  e s t i m a t e s  tha t  it wi l l  s ave  40, 000 d o l l a r s  
annua l ly  by r e d u c i n g  the  n u m b e r  of b l ank  p a g e s  in t h e i r  p a s s p o r t s .  

The G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  e s t i m a t e s  s u b s t a n t i a l  s a v i n g s  
t h r o u g h  s t a n d a r d i z a t i o n  of off ice  supp l i e s .  It i s  e s t i m a t e d ,  fo r  e x a m p l e ,  
that  a m i l l i o n  d o l l a r s  a y e a r  wi l l  be s aved  by r e d u c i n g  the n u m b e r  of 
t ypes  of m i m e o g r a p h  p a p e r  f r o m  172 to 17. O the r  c o m p a r a b l e  savings 
wil l  r e s u l t  f r o m  r e d u c i n g  the p r e s e n t  t en  v a r i e t i e s  of p a p e r  c l i p s  to 
four ,  b lo t t ing  p a p e r  f r o m  t w e n t y - f o u r  to f ive ,  and p a p e r  t o w e l s  f r o m  
e i g h t e e n  to s e v e n .  

The  u s e  of c o m m e r c i a l  s p e c i f i c a t i o n s  i n s t e a d  of s p e c i a l  G o v e r n -  
m e n t  s p e c i f i c a t i o n s  wi l l  l ead  to s a v i n g s  in s e v e r a l  f i e l d s .  GSA e s t i -  
m a t e s  s u b s t a n t i a l  s av ings  th rough  the p u r c h a s e  of s t a n d a r d  t w o - o u n c e  
b o t t l e s  of ink i n s t e a d  of a s p e c i a l  o n e - a n d - t h r e e - q u a r t e r - o u n c e ,  n o n -  
c o m m e r c i a l  bo t t l e ,  which  has  b e e n  r e q u i r e d  fo r  a coup le  of g e n e r a t i o n s .  
The  A r m y  e s t i m a t e s  annua l  s a v i n g s  of 246 ,000  d o l l a r s  by the  p u r c h a s e  
of c o m m e r c i a l - g r a d e  5 0 - g r a i n  v i n e g a r  i n s t e a d  of the 4 0 - g r a i n  v i n e g a r  
which  had fo r  y e a r s  b e e n  e s p e c i a l l y  m a n u f a c t u r e d  jus t  f o r  the G o v e r n -  
m e n t .  

By r e v i s i n g  i ts  m a i n t e n a n c e  t e c h n i q u e s  and e l i m i n a t i n g  s u p e r -  
f luous  r e q u i r e m e n t s  fo r  d i s a s s e m b l y ,  the Air  F o r c e  has  r e p o r t e d  
tha t  i t  wi l l  be able  to ge t  t h r e e  a i r c r a f t  of the s a m e  type r e p a i r e d  fo r  
the  p r e v i o u s  p r i c e  of two. R e s u l t a n t  s a v i n g s  a r e  e s t i m a t e d  to e x c e e d  
100 m i l l i o n  d o l l a r s  a y e a r .  

A n o t h e r  s i g n i f i c a n t  a c h i e v e m e n t - - i n  which  it i s  p r e s e n t l y  d i f f i cu l t  
to e s t i m a t e  the  exac t  d o l l a r  s a v i n g - - i s  the  ou t s t and ing  p r o g r e s s  m a d e  by  
by  the  A r m y  in d e v e l o p i n g  f i n a n c i a l  a ccoun t ing  for  i t s  w o r l d w i d e  in -  
v e n t o r i e s .  Since it  has  b e e n  e s t i m a t e d  that  A r m y  i n v e n t o r i e s  of sup-  
p l i e s  and e q u i p m e n t  equa l  or  e x c e e d  t hose  of a l l  Uni ted  S ta tes  r e t a i l e r s  
c o m b i n e d ,  the s a v i n g s  which  can  r e s u l t  f r o m  p r o p e r  c o n t r o l  and ad -  
j u s t m e n t  of e x c e s s  i n v e n t o r i e s  p r o m i s e  to r un  into h u n d r e d s  of m i l l i o n s  
of d o l l a r  s. 

T h e s e  and c o u n t l e s s  o t h e r  e x a m p l e s  i l l h s t r a t e  ways  in which  it 
h a s  b e e n  p o s s i b l e  to r e d u c e  the cos t  of doing the t h ings  the  G o v e r n -  
m e n t  is  doing  wi thout  s a c r i f i c i n g  any p r o g r a m s .  When c o s t s  a r e  
m a d e  an i s s u e ,  s a v i n g s  mul t ip ly ;  and when c o s t s  a r e  d i s r e g a r d e d ,  ex -  
p e n s e s  mu l t i p ly .  We m u s t  con t inue  to m a k e  c o s t s  an i s s u e ,  as  we 
r e a l i z e  tha t  t h e r e  a r e  t h o u s a n d s  of o t h e r  e c o n o m i e s  that  can  be 
a c h i e v e d .  

14 



, ,:,~..~ ~ * '  ~ . ~  

E q u a l l y  as  i m p o r t a n t  as  how the  G o v e r n m e n t  does  t h ings  i s  wha t  
i t  i s  doing.  I t  i s  h e r e  t h a t  the  p o l i c y  of r e d u c i n g  e x p e n d i t u r e s  m e e t s  
i t s  s t e r n e s t  t e s t .  P e r h a p s  the  s i m p l e s t  o v e r a l l  s u m m a r y  f r o m  a 
b u d g e t a r y  s t a n d p o i n t  i s  to d i s c u s s  the t h r e e  pr i r~cipal  c a t e g o r i e s  of 
e x p e n d i t u r e s  a s  we c l a s s i f y  t h e m  f r o m  the s t a n d p o i n t  of c o n t r o l l a b i l i t y :  
{ 1} m a j o r  n a t i o n a l  s e c u r i t y ,  (2) r e l a t i v e l y  u n c o n t r o l l a b l e  c iv i l  p r o g r a m s ,  
and (3) a l l  o t h e r  G o v e r n m e n t  p r o g r a m s .  

As you wi l l  s ee  f r o m  c h a r t  4, page16 ,  t h i s  y e a r ' s  n a t i o n a l  s e c u r i t y  
p r o g r a m s  wi l l  r e q u i r e  a p p r o x i m a t e l y  61 p e r c e n t ,  or  61 c e n t s  out of 
e v e r y  d o l l a r ,  of the  to ta l  G o v e r n m e n t  e x p e n d i t u r e s ;  the r e l a t i v e l y  u n -  
c o n t r o l l a b l e  p r o g r a m s  a p p r o x i m a t e l y  26 p e r c e n t ,  or  26 c e n t s  out of 
e v e r y  do l l a r ;  and a l l  o the r  G o v e r n m e n t  a c t i v i t i e s  13 p e r c e n t .  

T a k e  the m i d d l e  26 p e r c e n t  c a t e g o r y  f i r s t - - t h o s e  e x p e n d i t u r e s  
wh ich  by  l aw  p e r m i t  l i t t l e  or  no a d m i n i s t r a t i v e  d i s c r e t i o n  t h r o u g h  the  
budge t  p r o c e s s ,  i nc lud ing  f a r m  p r i c e  s u p p o r t s ,  v e t e r a n s '  p e n s i o n s ,  
i n t e r e s t  on the publ ic  debt ,  and g r a n t s  to s t a t e s  for  v a r i o u s  p r o g r a m s - -  
i t e m s  of t ha t  c a t e g o r y .  U n l e s s  C o n g r e s s  r e v o k e s  the b a s i c  l e g i s l a t i o n ,  
w h a t e v e r  e x p e n d i t u r e s  a r e  r e q u i r e d  m u s t  be m a d e .  Y e a r  a f t e r  y e a r ,  
a s  we a p p r o a c h  the b u d g e t - m a k i n g  p r o c e s s ,  we m u s t  t h e r e f o r e  a r b i -  
t r a r i l y  a l lo t ,  b e f o r e  we even  c o n s i d e r  our  n a t i o n a l  s e c u r i t y  e x p e n d i t u r e s ,  
a s u b s t a n t i a l  p a r t  of our  budget  fo r  t h e s e  m a n d a t o r y  p r o g r a m s  wh ich  
a r e  e m b e d d e d  in . t he  law.  

B y  and l a r g e ,  the on ly  l i k e l i h o o d  for  a p p r e c i a b l e  change  d o w n w a r d  
in  t h i s  c a t e g o r y  of m a n d a t o r y  e x p e n d i t u r e s  would r e s u l t  f r o m  r e v i s i o n  
of the  b a s i c  l e g i s l a t i o n .  Some fu tu r e  s a v i n g s ,  for  e x a m p l e ,  m a y  be  
p o s s i b l e  a s  the  r e s u l t  of c o n g r e s s i o n a l  a c t i o n  in  the  l a s t  s e s s i o n  p r o -  
v id i ng  fo r  f l ex ib l e  f a r m  p r i c e  s u p p o r t s .  

Now, budge t  e x p e n d i t u r e s  for  " o t h e r  G o v e r n m e n t  a c t i v i t i e s "  wi l l  
h a v e  b e e n  r e d u c e d  b y  about  s e v e n  p e r c e n t  du r ing  the f i s c a l  p e r i o d  
f r o m  1953 to  1956, a l though  wi th in  the o v e r a l l  c a t e g o r y  t h e r e  h a v e  
b e e n  s e l e c t i v e  i n c r e a s e s  in s o m e  p r o g r a m s  and l a r g e r  d e c r e a s e s  
f o r  o t h e r s .  T h i s  c a t e g o r y  of e x p e n d i t u r e s  r e p r e s e n t s  l e s s  t han  o n e -  
s e v e n t h  of the  t o t a l  G o v e r n m e n t  e x p e n d i t u r e s ,  but  i n c l u d e s  the  g r e a t  
m a j o r i t y  of i n d i v i d u a l  budge t  i t e m s ,  such  as  c iv i l  publ ic  w o r k s ,  e x -  
p e n d i t u r e s  fo r  i n t e r n a t i o n a l  a f f a i r s  and f i n a n c e ,  and  the c o s t  of m o s t  
of the  r e g u l a r  o p e r a t i o n s  of the  G o v e r n m e n t ,  such  as  l aw  e n f o r c e m e n t  
and  a d m i n i s t r a t i o n ,  the p o s t a l  s e r v i c e ,  and tax  c o l l e c t i o n .  The  r e c e n t  
r e c o m m e n d a t i o n s  of the  H o o v e r  C o m m i s s i o n ,  which  a r e  now u n d e r -  
go ing  i n t e n s i v e  s t u d y  in  the  e x e c u t i v e  b r a n c h ,  wi l l  be e x t r e m e l y  h e l p f u l  
to us  in  f u r t h e r  i m p r o v i n g  o p e r a t i o n s .  
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Now,  the  e x p e n d i t u r e s  fo r  m a j o r  n a t i o n a l  s e c u r i t y  p r o g r a m s  in -  
c lude  the m i l i t a r y  f u n c t i o n s  of the D e p a r t m e n t  of D e f e n s e ,  m i l i t a r y  
a s s i s t a n c e  tc  o u r  a l l i e s ,  a t o m i c  e n e r g y ,  and s t o c k p i l i n g  of s t r a t e g i c  
m a t e r i a l s .  T h e s e  t o g e t h e r  c o m p r i s e  t h r e e - f i f t h s  of the  budge t .  The  
e x p e n d i t u r e s  in t h e s e  c a t e g o r i e s  d o m i n a t e  the r e s u l t s  fo r  the  y e a r .  

C o m i n g  to the  s e c o n d  of the  t h r e e  p o l i c y  o b j e c t i v e s  I m e n t i o n e d  
e a r l i e r - - a  sound  and e f f e c t i v e  p r o g r a m  of n a t i o n a l  s e c u r i t y - - i t  i s  qu i te  
c l e a r  in  ou r  own m i n d s ,  and it h a s  b e e n  p u b l i c l y  ~ n n o u n c e d  by  the 
P r e s i d e n t ,  tha t  we  wi l l  not  c o m m i t  a g g r e s s i o n ,  but  t ha t  we m u s t  a l w a y s  
be  r e a d y  to d e f e a t  i t ;  The  t h r e a t  to ou r  s e c u r i t y  i s  a c o n t i n u i n g  and 
m a n y - s i d e d  one; but  t h e r e  i s ,  so f a r  as  we can  d e t e r m i n e ,  no s i ng l e  
c r i t i c a l  da te  and no s i n g l e  f o r m  of e n e m y  a c t i o n  to w h i c h  we c a n  s o u n d l y  
g e a r  a l l  ou r  d e f e n s e  p r e p a r a t i o n s .  As you wi l l  know,  the  m a n y  r a d i c a l  
n~w i n v e n t i o n s  and d i s c o v e r i e s  of r e c e n t  y e a r s  s e e m  to h a v e  s e r i o u s l y  
a l t e r e d  the  b a l a n c e  b e t w e e n  a t t a c k  and d e f e n s e .  At the  p r e s e n t  i t  s e e m s  
a s  if  a s u r p r i s e  a t t a c k  wi th  n u c l e a r  w e a p o n s  cou ld  t h r o w  any  n a t i o n  off 
b a l a n c e ,  as  w e l l  as  s e r i o u s l y d a m a g e  i t s  w a r  p o t e n t i a l .  H o w e v e r ,  I 
a m  c o n f i d e n t  t ha t  ou r  r e s e a r c h  is  d e v e l o p i n g  and wi l l  p r o d u c e  a d e q u a t e  
d e f e n s i v e  w e a p o n s  w h i c h ,  t o g e t h e r  wi th  the t h r e a t  of d e v a s t a t i n g  c o u n t e r -  
a t t a c k ,  w i l l  p r e v e n t  a p o t e n t i a l  a g g r e s s o r  f r o m  d e c i d i n g  to r i s k  a n o t h e r  
to t a l  w a r .  Our  o b j e c t i v e ,  t h e r e f o r e ,  m u s t  be  i n t e n s i f i e d  r e s e a r c h  and a 
w e l l - b a l a n c e d  d e f e n s e ,  w h i c h  w i th in  the c o n c e p t  of c o l l e c t i v e  s e c u r i t y  
wi l l  d e t e r  w a r  and p r o v i d e  the  s t r e n g t h  n e c e s s a r y  to f ight  b a c k  if w a r  
shou ld  e v e r  be  t h r u s t  upon  us .  We a r e  p l a c i n g  th i s  e s t a b l i s h m e n t  on 
a l e v e l  of e x p e n d i t u r e s  wh ich  we hope  can  be m a i n t a i n e d  o v e r  an e x -  
t e n d e d  p e r i o d  of u n e a s y  p e a c e  w i thou t  u n d e r m i n i n g  o u r  e c o n o m y  o r  o u r  
f u n d a m e n t a l  i n s t i t u t i o n s .  We p r o p o s e  to de fend  a w a y  of l i fe  a s  w e l l  
as  l i v e s  and p r o p e r t y .  

S u b s t a n t i a l  r e d u c t i o n s  in  t o t a l  n a t i o n a l  s e c u r i t y  e x p e n d i t u r e s  h a v e  
b e e n  p o s s i b l e  d u r i n g  the  p a s t  two y e a r s .  H o w e v e r ,  the  a p p r o a c h  h a s  
b e e n  s e l e c t i v e .  E x p e n d i t u r e s  in s o m e  p r o g r a m s  in  th i s  c a t e g o r y ,  a s  
you  d o u b t l e s s  know,  wi l l  be  r e d u c e d  th i s  y e a r ,  but  o t h e r s  wi l l  be i n -  
c r e a s e d .  T o t a l  e x p e n d i t u r e s  by  the  A t o m i c  E n e r g y  C o m m i s s i o n  a r e  
h i g h e r  than  in any  p r e v i o u s  y e a r .  We e x p e c t  to spend  m o r e  on o u r  own 
a i r  p o w e r  and r e l a t e d  p r o g r a m s  th i s  y e a r  t han  in a n y  y e a r  in p e a c e t i m e  
h i s t o r y .  W e  wi l l  spend  m o r e  on c o n t i n e n t a l  d e f e n s e  and on gu ided  m i s -  
s i l e s  t han  in any  y e a r  in o u r  h i s t o r y .  R e s e a r c h  and d e v e l o p m e n t  a c t i v i -  
t i e s  in the  D e p a r t m e n t  of D e f e n s e  wi l l  c o n t i n u e  a t  a l e v e l  w h i c h  u t i l i z e s  
the  s e r v i c e s  of abou t  ha l f  the  r e s e a r c h  s c i e n t i s t s  and e n g i n e e r s  in 
A m e r i c a .  

T h a t  we h a v e  b e e n  able  to g r o w  in s t r e n g t h ,  wh i l e  s t i l l  r e d u c i n g  
t o t a l  d e f e n s e  e x p e n d i t u r e s ,  o v e r  the  p a s t  two and a ha l f  y e a r s  h a s  
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r e s u l t e d  f r o m  a n u m b e r  of f a c t o r s .  We h a v e  ~, fo r  e x a m p l e ,  se t  a s i d e  
the  f o r m e r  c o n c e p t  of the " f ixed  da te  of m a x i m u m  d a n g e r ,  " wh ich  was  
m o v e ~  f o r w a r d  f r o m  t i m e  to t i m e ,  u n d e r  w h i c h  p l a n n i n g  w a s  d e s i g n e d  
to a c h i e v e  m a x i m u m  r e a d i n e s s  fo r  e a c h  s u c h  da t e .  T h i s  was  not  on ly  
an e x t r e m e l y  c o s t l y  p r o c e s s ,  but  m a d e  it i m p o s s i b l e  fo r  the  s e r v i c e s  
to p lan  r e a l i s t i c a l l y  on a s t ab l e  l o n g - t e r m  b a s i s .  E x p e n d i t u r e  r e d u c -  
t i o n s  have  a l s o  b e e n  m a d e  p o s s i b l e  by  the  i n t r o d u c t i o n  of new w e a p o n s  
and t e c h n i q u e s  in ou r  m i l i t a r y  p l ann ing ,  which  e n a b l e s  us  to m a k e  
m a x i m u m  u s e  of s c i e n c e  and t e c h n o l o g y  and m i n i m u m  u s e  of n u m b e r s  
of m e  n . O t h e r  r e d u c t i o n s  in m i l i t a r y  e x p e n d i t u r e s  r e f l e c t  the  g r o w i n g  
s t r e n g t h  of our  a l l i e s ,  the  t e r m i n a t i o n  of a c t i v e  h o s t i l i t i e s  in K o r e a ,  
and the i n c r e a s e d  e m p h a s i s  on ou r  r e s e r v e  f o r c e s .  

As I h a v e  a l r e a d y  po in t ed  out ,  m o r e  b u s i n e s s l i k e  p r o c e d u r e s  h a v e  
a l s o  p l a y e d  an i m p o r t a n t  p a r t .  S u b s t a n t i a l  r e d u c t i o n s  h a v e  r e s u l t e d  
f r o m  m o r e  o r d e r l y  and b e t t e r - b a l a n c e d  p r o c u r e m e n t ,  f r o m  i m p r o v e d  
o r g a n i z a t i o n  and m a n a g e m e n t ,  f r o m  c u r t a i l m e n t  of u n n e c e s s a r y  p e r s o n -  
n e l  m o v e m e n t s ,  and f r o m  the e l i m i n a t i o n  of d u p l i c a t i o n - - o r  the  r e -  
d u c t i o n ,  at  l e a s t ,  of d u p l i c a t i o n - - o v e r s t a f f i n g ,  and a c t i v i t i e s  of m a r -  
g i n a l  va lue .  O t h e r  a v e n u e s  wi l l  c o n t i n u e  to be e x p l o r e d ,  fo r  m a n y  m o r e  
s a v i n g s  can  be a c h i e v e d  wi thou t  j e o p a r d y  to our  s e c u r i t y .  

We m u s t  r e m e m b e r  tha t  d u r i n g  the l a s t  f ive  y e a r s  the Un i t ed  S t a t e s  
h a s  e x p e n d e d  o v e r  200 b i l l i on  d o l l a r s  on m a j o r  n a t i o n a l  s e c u r i t y  p r o -  
g r a m s .  T h e s e  e x p e n d i t u r e s  have  m a d e  p o s s i b l e  s u b s t a n t i a l  i m p r o v e -  
m e n t  in ou r  m i l i t a r y  e f f e c t i v e n e s s ,  a n d  the  a c c u m u l a t i o n  of " h a r d  
g o o d s "  w h i c h  h a s  b r o u g h t  our  s t o c k  of m a n y  of t h e s e  i t e m s  ~o the  po in t  
w h e r e  it  i s  p o s s i b l e  to t a p e r  off our  p r o c u r e m e n t .  S ince  s u c h  s u p p l i e s  
a r e  not  now b e i n g  c o n s u m e d  in  c o m b a t ,  the bu lk  of the  m a t e r i a l  now 
b e i n g  p r o d u c e d  is  add ing  to our  c a p a c i t y  to de fend  o u r s e l v e s .  M o b i l i -  
z a t i o n  s t o c k s  of k e y  m i l i t a r y  i t e m s  have  thus  b e e n  bu i l t  g r e a t e r  l e v e l s  
of p r e p a r e d n e s s  than  e v e r  b e f o r e  in p e a c e t i m e .  

The  t r u l y  m a s s i v e  e f f e c t  of n u c l e a r  w e a p o n s  on m i l i t a r y  r e q u i r e -  
m e n t s  and p l a n n i n g  is  v i v i d l y  i l l u s t r a t e d  by  the  f ac t  tha t  one a i r p l a n e  
wi th  a t h r e e - m a n  c r e w  can  c a r r y  m o r e  d e s t r u c t i v e  e n e r g y  in a s i n g l e  
m i s s i o n  than  al l  the  a i r  f o r c e s  of a l l  the n a t i o n s  of the w o r l d  c a r r i e d  
d u r i n g  the  whole  of W o r l d  W a r  II. 

T o d a y ' s  d e f e n s e  e x p e n d i t u r e s  a r e  thus  b r i n g i n g  about  a s t e a d i l y  
g r o w i n g  m i l i t a r y  c a p a b i l i t y .  T h e  f r e e  n a t i o n s  a r e  now c o l l e c t i v e l y  
s t r o n g e r  t han  at  a n y  t i m e  in r e c e n t  y e a r s .  The  l a n d ,  s ea ,  and a i r  
f o r c e s  we a r e  p r o p o s i n g  to m a i n t a i n  d u r i n g  th i s  p e r i o d  of u n e a s y  p e a c e  
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r e p r e s e n t  by far  the  l a r g e s t  and m o s t  p o w e r f u l  m i l i t a r y  e s t a b l i s h m e n t  
t h i s  c o u n t r y  ha s  e v e r  m a i n t a i n e d  in p e a c e t i m e .  

I m i g h t  s ay  in th i s  c o n n e c t i o n  that  r e c e n t  s t a t e m e n t s  in the  p a p e r s  
to the e f f e c t  that  the  A d m i n i s t r a t i o n  has  i rd t ia ted  a new round  of d r a s t i c  
r e d u c t i o n s  in m i l i t a r y  e x p e n d i t u r e s  a r e  e n t i r e l y  wi thou t  formdat ion.  
The  P r e s i d e n t ' s  budge t  m e s s a g e  l a s t  J a n u a r y  e s t i m a t e d  tbat  th i s  y e a r ' s  
e x p e n d i t u r e s  fo r  the  m i l i t a r y  func t ions  of the  D e p a r t m e n t  of D e f e n s e  
would  be 34 b i l l i on  d o l l a r s .  Our l a s t  o f f ic ia l  budge t  e s t i m a t e - - f i v e  
w e e k s  a g o - - w a s  s t i l l  34 b i l l i on  d o l l a r s ,  and it r e m a i n s  our  goal .  We 
sha l l ,  of c o u r s e ,  con t inue  to m a k e  e v e r y  e f f o r t - - a s  we h a v e  for  two 
and a ha l f  y e a r s - - t o  r e d u c e  e x p e n d i t u r e s  by f u r t h e r  e f f i c i e n c y  and 
e c o n o m y  w h e r e v e r  t h e s e  can be a c h i e v e d  wi thout  j e o p a r d y  to our  n a -  
t i ona l  s e c u r i t y .  

Now, the t h i r d  of the p r i n c i p a l  o b j e c t i v e s  to which  I r e f e r r e d  at  
the  o u t s e t  is  to keep  our  e c o n o m y  s t r o n g  and g rowing .  We have  b e e n  
d e t e r m i n e d  to avoid  the  n i g h t m a r e  of in f l a t ion ,  and to b r i n g  to an end  
the  u p w a r d  s p i r a l i n g  of p r i c e s  and w a g e s ,  and the  s t e a d y  d e p r e c i a t i o n  
of the  d o l l a r  with which  we have  b e c o m e  f a m i l i a r  in r e c e n t  y e a r s .  We 
a r e  c o n v i n c e d  tha t  e s t a b l i s h m e n t  of a h e a l t h y  e c o n o m i c  c l i m a t e  fo r  
f r e e  c o m p e t i t i v e  e n t e r p r i s e  and the s u b s t i t u t i o n  of the  j u d g m e n t  of the 
m a r k e t p l a c e  fo r  c o n t r o l s  r e p r e s e n t  the  b e s t  way  to e n c o u r a g e  s u s -  
t a i n e d  e c o n o m i c  g r o w t h  and p r o d u c t i v i t y .  

Th i s  conf ider tce  h a s  b e e n  j u s t i f i e d  by the  e v e n t s  of the p a s t  t h r e e  
y e a r s .  1955 is  a y e a r  of u n p r e c e d e n t e d  p r o s p e r i t y ,  wi th  the m a j o r  
e c o n o m i c  i n d i c a t o r s  now r u n n i n g  at t h e i r  h i g h e s t  l e v e l s  in h i s t o r y ,  
in w a r  o r  in p e a c e .  A m e r i c a n s  a r e  p r o d u c i n g ,  e a r n i n g ,  and s p e n d i n g  
m o r e ,  and ho ld  m o r e  jobs  today ,  than e v e r  b e f o r e .  

Furthermore, since the armistice in Korea we have made the 
adjustment from a wartime to a peacetime type of economy, and our 
present growing prosperity has solid foundations, free from the arti- 
ficial stimulations of war or inflation. 

After the summary that I have given, I hope that you will feel, that 
we have been able to strike a reasonable balance between our three 
principal objectives that I mentioned earlier--{ 1) a wise fiscal and 
budgetary management, (2) a sound and effective program of national 
security, and (3) a strong and expanding national economy. We are 
looking forward to a time when world tensions will gradually lessen 
and it will be possible to channel a much greater proportion of our 
resources into projects of lasting public benefit. 
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As we con t inue  to a p p r o a c h  a p o s i t i o n  of r e a s o n a b l e  p r o t e c t i o n  
a g a i n s t  u n p r o v o k e d  a t t a c k ,  i t  wi l l  b e c o m e  i n c r e a s i n g l y  p o s s i b l e  fo r  
the  Un i t ed  S ta t e s  to r e l e a s e  m o r e  of i t s  e n e r g i e s  t o w a r d s  the f u r t h e r  
i m p r o v e m e n t  of n a t i o n a l  l i v i n g  s t a n d a r d s .  As we a r e  able  to m a k e  
f u r t h e r  r e d u c t i o n  in e x p e n d i t u r e s ,  we wi l l  be ab le  to m a k e  f u r t h e r  r e -  
duc t i on  in t axes ;  and tha t  wi l l  r e l e a s e  a d d i t i o n a l  funds  fo r  s e l e c t i v e  
s p e n d i n g  by  the  t a x p a y e r s  a c c o r d i n g  to t h e i r  d e s i r e s  r a t h e r  t han  by  
the  G o v e r n m e n t .  Th i s  in t u r n  should  e n a b l e  us  to a c h i e v e  an  e v e n  
b e t t e r  b a l a n c e  b e t w e e n  our  d e f e n s i v e  c a p a c i t y ,  ou r  e x p a n d i n g  e c o n o m y ,  
and the i n c r e a s e d  w e l f a r e  of our  c i t i z e n s .  

We have  a l i t t l e  a d j o u r n m e n t ,  I u n d e r s t a n d ,  b e f o r e  we h a v e  f u r t h e r  
discussion. 

C A P T A I N  G E R W I C K :  R e a d y  for  q u e s t i o n s ,  g e n t l e m e n .  

QUESTION:  M r .  B r u n d a g e ,  a f t e r  the  budge t  is  b a l a n c e d ,  wha t  
a r e  y o u r  t h o u g h t s  about  r e d u c t i o n  of the pub l i c  deb t ?  How f a s t  shou ld  
i t  be r e d u c e d ,  and should  it be r e d u c e d  at  a l l ?  

MR. B R U N D A G E :  I wi l l  h a v e  to s p e a k  f r o m  m y  own p e r s o n a ]  
i d e a s  r a t h e r  t han  for  the  A d m i n i s t r a t i o n .  But  I p e r s o n a l l y  th ink  tha t  
we shou ld  s c a l e  down our  p r e s e n t  debt  s l i g h t I y  d u r i n g  good y e a r s ,  and 
e x p e c t  i t  p e r h a p s  to go up a l i t t l e  in bad y e a r s .  I d o n ' t  th ink  ou r  e c o n -  
o m y  c a n  k e e p  going qui te  at the p a c e  tha t  i t  h a s  b e e n  go ing  t h i s  y e a r  
o r  s i n c e  the  w a r .  I th ink it is  go ing  to l e v e l  off, to d rop  a l i t t l e .  I 
would  l i ke  to s ee  the debt  cut ,  if p o s s i b l e ,  to about  250 b i l l i o n  d o l l a r s  
o v e r  the nex t  f ive  y e a r s ,  wi th  the  i dea  tha t  it  m i g h t  go up a g a i n  a f t e r  
tha t .  I don ' t  t h ink  tha t  we ought  to cut  i t  v e r y  r a p i d l y ,  b e c a u s e  I 
t h ink  tha t  t a x e s  ought  to c o m e  down.  I th ink  tha t  t a x e s  a r e  at  a h i g h e r  
r a t e  than  we can  count  on our  peop le  be ing  wi l l i ng  to c o n t i n u e  to p a y  
o v e r  a g e n e r a t i o n .  

QUESTION:  My q u e s t i o n  is  c o n c e r n e d  with  the  H o o v e r  C o m m i s -  
s ion  r e p o r t  on budge t  a c c o u n t i n g .  What  i s  the t h ink ing  in the t a s k  f o r c e  
on the  B u r e a u  of the Budge t  o p e r a t i o n  with  r e s p e c t  to the  B u r e a u  c o n -  
c e r n i n g  i t s e l f  wi th  budge t  a c c o u n t i n g  r a t h e r  t han  i nvo lv ing  i t s e l f  wi th  
the  p o l i c y  of b u d g e t i n g ?  Have  we g iven  p r o p e r  h e e d  to a c c o u n t i n g  in 
m a t t e r s  of t ha t  type  ? Could  you b r i e f l y  i n d i c a t e  wha t  c h a n g e s  a r e  to 
be  e x p e c t e d  in the  B u r e a u ' s  o p e r a t i o n s ,  p a r t i c u l a r I y  as  a f f e c t i n g  the  
D e p a r t m e n t  of D e f e n s e ,  as  a r e s u l t  of the H o o v e r  C o m m i s s i o n ' s  r e -  
p o r t  ? 
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MR. B R U N D A G E :  We a r e  j u s t  s t u d y i n g  tha t  now.  E v e r  s i n c e  
the H o o v e r  C o m m i s s i o n  r e p o r t  c a m e  out  I h a v e  b e e n  going  o v e r  i t  and 
d i s c u s s i n g  it  wi th  the  c h a i r m a n  of the H o o v e r  C o m m i s s i o n  t a s k  f o r c e .  
I t  would  i nvo lve  qu i te  a lo t  of c h a n g e s  ff we w e r e  to adopt  the  who le  of 
t h e i r  r e c o m m e n d a t i o n s .  We have  a l s o  d i s c u s s e d  it  wi th  Joe  C a m p b e l l  
of the G e n e r a l  A c c o u n t i n g  Off ice ,  b e c a u s e  it would  i nvo lve  c h a n g e s  in  
h i s  p r e s e n t  o p e r a t i o n .  

I a m  i n c l i n e d  to th ink  tha t  we have  to have  an a c c o u n t i n g  o f f i c e r  
fo r  the  G o v e r n m e n t  as  a who le .  W h e t h e r  he  shou ld  be in the B u r e a u  
of the B u d g e t  I a m  not  so s u r e .  But  I th ink  we should  have  an A c -  
c o u n t a n t  G e n e r a l .  The  C o m p t r o l l e r  G e n e r a l  i s  m o r e  of an  a u d i t o r  
g e n e r a l  t han  he  i s  c o n t r o l l e r  in the  o r d i n a r y  c o m m e r c i a l  s e n s e .  

I th ink  t h e r e  should  be  an A c c o u n t a n t  G e n e r a l  in s o m e  way ,  who 
cou ld  have  a s ta f f  and who would  be  ab le  to c o o r d i n a t e  a c c o u n t i n g  in 
a l l  the  d i f f e r e n t  d e p a r t m e n t s ,  i n c l u d i n g  D e f e n s e .  I th ink  it  wou ld  h e l p .  
I t h ink  tha t  the  i n d i v i d u a l  c o m p t r o l l e r s  and b u d g e t  o f f i c e r s  in  the s e r v -  
i c e s  and in the o t h e r  d e p a r t m e n t s  shou ld  be r e s p o n s i b l e  fo r  t h e i r  own 
a c c o u n t i n g ;  but  I th ink  it  would  be he lp fu l  if t h e r e  w e r e  an A c c o u n t a n t  
G e n e r a l  to w h o m  t h e y  cou ld  go for  he lp ,  w h e r e  t h e y  cou ld  go fo r  a d v i c e  
a s  to i m p r o v e m e n t s  and c h a n g e s - - p e r h a p s  a g r e a t e r  u s e  of m a c h i n e s ,  
f o r  e l e c t r o n i c  a c c o u n t i n g ,  w h i c h  I t h ink  i s  go ing  to h a v e  to c o m e  in  the  
nex t  f ew y e a r s .  

I th ink  we h a v e  s e e n  t r e m e n d o u s  c h a n g e s  in a c c o u n t i n g  in the l a s t  
t en  y e a r s  s i n c e  the w a r ,  but  I th ink  we a r e  go ing  to s e e  e v e n  g r e a t e r  
c h a n g e s  in the  m e t h o d s  of a c c o u n t i n g  and c o n t r o l  o v e r  the  n e x t  t e n  
y e a r s .  I c a n ' t  s a y  a s  to  j u s t  how it wi l l  c o m e  about ,  b e c a u s e  we a r e  
w r e s t l i n g  wi th  i t  r i g h t  now.  

Q U E S T I O N ;  In  our  c o u r s e  in t h e o r e t i c a l  e c o n o m i c s  we l e a r n e d  
tha t  in  a p e r i o d  of s t r o n g  and  e x p a n d i n g  e c o n o m y ,  wi th  a l a r g e  n a t i o n a l  
deb t ,  in  t h e o r y  we  r e a l l y  ought  to r a i s e  t a x e s  i n s t e a d  of r e d u c i n g  t h e m .  
I r e a l i z e  tha t  the q u e s t i o n  of t a x e s  h a s  a g r e a t  m a n y  p o l i t i c a l  i m p l i c a -  
t i o n s ,  bu t  w o u l d n ' t  i t  be  s o u n d e r  f i s c a l  p o l i c y  to at  l e a s t  k e e p  the  t a x e s  
w h e r e  t h e y  a r e  t o d a y  w i thou t  t r y i n g  to r e d u c e  t h e m ?  

MR.  BRUNDAGE:  Wel l ,  I don ' t  th ink  we a r e  go ing  to r e d u c e  
t a x e s  u n t i l  we h a v e  a b a l a n c e d  budge t .  I th ink  tha t  i s  wha t  the  P r e s i -  
den t  h a s  s a i d  in c o n n e c t i o n  wi th  the 1956 b u d g e t - - t h a t  he  i s n ' t  go ing  to 
c u t  t a x e s  u n l e s s  we  c a n  s e e  a b a l a n c e d  b u d g e t  in s igh t .  
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The  p r e s e n t  C o u n c i l  of E c o n o m i c  A d v i s e r s ,  ! t h ink ,  i s  the  s o u n d e s t  
t ha t  we h a v e  had  fo r  a g r e a t  m a n y  y e a r s .  I th ink t hey  a r e  a l l  e x t r e m e l y  
c a p a b l e  p e o p l e .  T h e y  h a v e  had  wide  e x p e r i e n c e  in G o v e r n m e n t  and in 
b u s i n e s s .  T h e i r  t h e o r y  i s ,  a s  I u n d e r s t a n d  it ,  to t r y  to keep  the G o v e r n -  
m e n t  b a l a n c e d  on th i s  n a r r o w  l e d g e  b e t w e e n  d e f l a t i o n  on the  one s i de  
and i n f l a t i o n  on the  o t h e r  s i d e .  It i s  a d i f f i cu l t  b a l a n c e .  I t h ink  t h e y  
b e l i e v e  in l e a v i n g  the  f r e e  p l a y  of c o m p e t i t i v e  e n t e r p r i s e  a s  m u c h  a s  
p o s s i b l e ,  wi th  on ly  a gu id ing  hand .  Of c o u r s e  we have  s e e n  the  e f f e c t  
of the  r a i s e  in the  d i s c o u n t  r a t e ,  wh ich  was  p a r t  of t h e i r  p o l i c y  of t r y -  
ing  to c o n t r o l  the i n f l a t i o n a r y  t e n d e n c i e s .  

I th ink  you a r e  qu i te  r i g h t - - t h a t  if  the  e c o n o m y  had  go t t en  out  of 
c o n t r o l ,  the  t h e o r e t i c a l  e c o n o m i s t s  would  h a v e  s u g g e s t e d  an  i n c r e a s e  
of t a x e s  r a t h e r  t han  cu t t i ng  t axes ;  and I don ' t  th ink  tha t  we wi l l  cu t  
t a x e s  if t h e r e  is  a s e r i o u s  i n ~ l a t i o n a r y  d a n g e r  nex t  y e a r .  At l e a s t  I 
w o u l d n ' t  a d v o c a t e  i t .  I d o n ' t  know wha t  C o n g r e s s  m a y  do, but  I 
w o u l d n ' t  a d v o c a t e  it. But  I do th ink  tha t  t hey  a r e  w o r k i n g  v e r y  h a r d ,  
t h r o u g h  the r e d i s c o u n t  r a t e  and by cu t t i ng  G o v e r n m e n t  e x p e n d i t u r e s ,  
to avo id  the  i n f l a t i o n a r y  e f f e c t s  of the wage  i n c r e a s e s ,  wh ich  w e r e  the  
b i g g e s t  i n f l a t i o n a r y  d a n g e r s  in t h e s e  l a s t  s ix  m o n t h s .  

QUESTION:  T h i s  is not  i n t e n d e d  as  a l o a d e d  q u e s t i o n ,  but  i t  i s  
d i r e c t e d  a t  the I. 7 b i l l i on  d o l l a r  f i s c a l  d e f i c i t .  In v i e w  of C o n g r e s s '  
r e v i e w  of p r o g r a m s ,  and p a r t i c u l a r l y  in r e l a t i o n  to Mr .  W i l s o n ' s  
s t a t e m e n t  tha t  he  d i d n ' t  s ee  how we cou ld  r e d u c e  e x p e n d i t u r e s  w i thou t  
w e a k e n i n g  ou r  d e f e n s e ,  c a n  you give us  s o m e  i d e a  of how you  p r o p o s e  
to  r e d u c e  th i s  d e f i c i e n c y ?  

MR. B R U N D A G E :  I t h ink  the Budge t  B u r e a u  h a s  t r i e d  to a v o i d  
t e l l i n g  any  d e p a r t m e n t  or  a g e n c y  how it cou ld  cut .  I th ink  we h a v e  
s u g g e s t e d  h e r e  and t h e r e  m i n o r  p o s s i b i l i t i e s .  But  I th ink ,  in the  
D e p a r t m e n t  of D e f e n s e  p a r t i c u l a r l y ,  we h a v e  r e f r a i n e d  f r o m  m a k i n g  
any  sugge  s t i o n s .  

I have  r e c e i v e d  a whole  lot  of s u g g e s t i o n s  f r o m  v a r i o u s  m e m b e r s  
of the  a r m e d  s e r v i c e s .  One that  I r e c e i v e d  on ly  y e s t e r d a y  w a s  tha t ,  
i f  the  s e r v i c e s  would  be w i l l i n g  to m e r g e  t h e i r  h o s p i t a l  s e r v i c e ,  i t  

would  s ave  a good dea l  in h a r r a s s m e n t  to the m e n  and to the  d o c t o r s .  
I u n d e r s t a n d  tha t  if e a c h  of the  h o s p i t a l s  would  r e c e i v e  and g ive  s e r v i c e  
to m e m b e r s  of e a c h  of the o t h e r  s e r v i c e s ,  t h e r e  could  be a c o n s i d e r -  
ab l e  s a v i n g  e v e n  in the W a s h i n g t o n  a r e a .  I don ' t  know about  it  p e r s o n -  
a l l y ,  but  tha t  i s  one s u g g e s t i o n  I h a v e  r e c e i v e d  s e v e r a l  t i m e s .  I th ink  
tha t  t h e r e  a r e  a t r e m e n d o u s  n u m b e r  of s a v i n g s  tha t  can  be ob t a ined  
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without  r e d u c i n g  the  f o r c e s  and wi thou t  r e d u c i n g  the p r o g r a m s - - i n  
p r o c u r e m e n t ,  in  s t ock  h a n d l i n g - - t h o s e  k inds  of t h ings .  

I t h ink  tha t  our  S e c r e t a r y  of D e f e n s e  h a s  the w i l l - - I  am not s u r e  
tha t  any  one p e r s o n  could c o n c e i v a b l y  have  the w a y - - t o  do i t .  I th ink  
i t  h a s  to be a c o o p e r a t i v e  t e a m  e f fo r t .  He h a s  been  w o r k i n g  v e r y  s t r e n -  
u o u s l y  on t h i s  p r o b l e m  of ge t t i ng  down to 34 b i l l i on  d o l l a r s ,  I know. 
I know tha t  i t  c a m e  out in a publ ic  s t a t e m e n t  tha t  he d idn ' t  see  how he 
could  ge t  i t  down be low 34 .5  b i l l i on  d o l l a r s .  I d idn ' t  r e f e r  to tha t  in 
m y  r e m a r k s ,  b e c a u s e  I a m  t r y i n g  to keep  away  f r o m  tha t  s ide  of i t .  

Q U E S T I O N :  The  H o o v e r  C o m m i s s i o n  r e p o r t  l a id  a good dea l  of 
e m p h a s i s  on the a d v a n t a g e s  of an e x p e n d i t u r e - t y p e  budge t  r a t h e r  than  
the  o b l i g a t i o n - t y p e  budge t .  Some of us  h a v e  d i f f i cu l t y  u n d e r s t a n d i n g  
wha t  r e a l  a d v a n t a g e  t h e r e  would be.  Does  the Budge t  B u r e a u  see  any  
p a r t i c u l a r  a d v a n t a g e  in  the  e x p e n d i t u r e - t y p e  budget  as  a g a i n s t  the 
o b l i g a t i o n - t y p e ,  and can  you exp l a in  what  tha t  m i g h t  be ? 

MR.  B R U N D A G E :  T h e r e  i s  a n o t h e r  p a r t  of the o p e r a t i o n  which  
I d idn ' t  r e f e r  to in  m y  c o m m e n t s ,  and tha t  i s  the  a u t h o r i z a t i o n .  You 
o r i g i n a l l y  have  to ob t a in  c o n g r e s s i o n a l  a p p r o v a l  of y o u r  g e n e r a l  ob-  
j e c t i v e s .  T h a t  i s  c a l l e d  a u t h o r i z a t i o n .  T h e n  you have  to go to the Ap- 
p r o p r i a t i o n s  C o m m i t t e e  and ob ta in  the a p p r o v a l  of t ha t  c o m m i t t e e  and 
of the C o n g r e s s  b e f o r e  you can  a c t u a l l y  obta in  new o b l i g a t i o n a l  a u t h o r -  
i ty ,  wh ich  i s  wha t  I r e f e r r e d  to a s  NOA. T h e n  the nex t  s t ep  i s  the  
a c t u a l  ob l iga t i on ,  a s  to m a k i n g  the c o n t r a c t  or  g iv ing  the o r d e r .  Then  
the f o u r t h  s t ep  i s  the  ac tua l  p a y m e n t  or  e x p e n d i t u r e s .  

Now, our  e x p e n d i t u r e s  in  c e r t a i n  of the d e p a r t m e n t s  a r e  on the 
o r d i n a r y  c o m m e r c i a l  b a s i s .  Tha t  i s ,  when  the b i l l  is  r e c e i v e d  and the 
m e r c h a n d i s e  i s  c h e c k e d ,  i t  i s  s e t  up as  a l i a b i l i t y .  T h e n  the T r e a s u r y  
r e p o r t s  a n u a l l y  on the c h e c k s  i s s u e d  by  the G o v e r n m e n t .  T h a t  i s  the 
a c t u a l  e x p e n d i t u r e .  

I th ink  you would h a v e  to ge t  in to  e l e c t r o n i c  a c c o u n t i n g  b e f o r e  you  
can  do t h i s ,  but  I would l ike  to s e e  G o v e r n m e n t  a c c o u n t i n g  i m p r o v e d  
and go on an  a c t u a l  a c c r u a l  b a s i s ,  as  p r a c t i c a l l y  a l l  b u s i n e s s e s  now 
do. But  tha t  wou ldn ' t  m e a n  that you would have  to s e t  up a l i a b i l i t y  
at the t i m e  the m e r c h a n d i s e  i s  r e c e i v e d  or the b i l l  i s  d e l i v e r e d  and 
t i t l e  p a s s e s .  

Now, p a r t  of the  t r o u b l e  wi th  C o n g r e s s ,  p a r t l c u l a r l y  the A p p r o -  
p r i a t i o n s  Committee, is that they are very worried by this overhang 
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of ob l i ga t i ona l  a u t h o r i t y .  T h e r e  a r e  s t i l l  u n s p e n t  a u t h o r i z a t i o n s  of 
about  50 b i l l i o n  d o l l a r s  tha t  have  b e e n  a p p r o v e d  by the  C o n g r e s s .  P a r t  
of tha t  has  b e e n  ob l iga t ed  and p a r t  has  not  b e e n  ob l i ga t ed  and is s t i l l  
u n o b l i g a t ed .  Mr .  Cannon,  the p r e s e n t  c h a i r m a n  of the A p p r o p r i a t i o n s  
C o m m i t t e e  of the  H o u s e ,  and Mr.  T a b e r ,  the  m i n o r i t y  l e a d e r ,  a r e  
both  v e r y  m u c h  c o n c e r n e d  with that ,  and they  would l ike  to wipe it  out. 

Now, if  t h e y  wipe that  out, the  t r o u b l e  is  that  we have  to s u b s t i -  
tu te  s o m e t h i n g  e l s e ,  b e c a u s e  when  we c o m e  back  for  a n o t h e r  a i r p l a n e  
or  a i r c r a f t  c a r r i e r ,  you a r e  not going  to pay  fo r  that  fo r  a long  t i m e ,  
It is  go ing  to ex tend  ove r  into a n o t h e r  y e a r .  So ff you don ' t  h a v e  ob l i -  
g a t i o n a l  a u t h o r i t y ,  you a r e  go ing  to have  to have  s o m e t h i n g  e l s e .  You 
a r e  go ing  to have  to have  s o m e  kind of au tho r i t y .  

If we ended  the ob l i ga t i ona l  au tho r i t y ,  we would s t i l l  h a v e  to h a v e  
an a u t h o r i z a t i o n .  I th ink  that  p a r t  of the d i f f i cu l ty  a r i s e s  f r o m  the 
h a r d - t o - u n d e r s t a n d  four  p h a s e s  of the o p e r a t i o n .  A c t u a l l y  our  budge t  
b a l a n c e  i s  on the e x p e n d i t u r e  b a s i s  and not  on the ob l i ga t i on  b a s i s .  

QUESTION: I would like to ask about this management and 
organization portion of your overall structure. It just struck me that 
it might get you into the inner, workings of other people's business. 
Am I wrong? 

MR. BRITNDAGE: I th ink  we have  to go in to  the i n n e r  w o r k i n g s  
of a l l  the  d e p a r t m e n t s  a.nd a g e n c i e s  in o r d e r  to u n d e r s t a n d  t h e i r  budge t  
r e q u i r e m e n t s .  Our M a n a g e m e n t  and O r g a n i z a t i o n  Off ice  has  b e e n  
c u t  down too m u c h ,  I th ink,  out of b u d g e t a r y  l i m i t a t i o n s .  I spoke  of 
our  s ta f f  b e i n g  420. When the p r e s e n t  A d m i n i s t r a t i o n  c a m e  in two and 
a ha l f  y e a r s  ago,  the B u r e a u ' s  s ta f f ing  p lan  c a l l e d  fo r  about  520 e m -  
p l o y e e s .  We have  r e d u c e d  i t  about  20 p e r c e n t .  I p e r s o n a l l y  th ink  tha t  
we h a v e  l o s t  c o n s i d e r a b l y  by so doing,  in b e n e f i t s  which  could  be ob-  
t a ined  by  a l i t t l e  m o r e  s tudy  of the a c c o u n t i n g  of the  d i f f e r e n t  d e p a r t -  
m e n t s  and s u g g e s t i n g  s o m e  i m p r o v e m e n t s .  

About  al l  that  M a n a g e m e n t  and O r g a n i z a t i o n  ha s  b e e n  able  to do 
in  the l a s t  y e a r  has  b e e n  to dea l  with p r o p o s a l s ,  m a n a g e m e n t  s t u d i e s ,  
tha t  h a v e  c o m e  to us .  I m e a n ,  w h e r e  the D e p a r t m e n t  has  s a i d :  "We 
a r e  not  s a t i s f i e d  with the  w a y  th i s  i s  o p e r a t i n g .  " We have  to look at  
t h e s e .  We look at t h e m  and we say ,  "You n e e d  a m a n a g e m e n t  s u r v e y "  
or  "We th ink  it can be done th i s  way or that .  " But we h a v e n ' t ' b e e n  able  
to i n i t i a t e  the ac tua l  s tudy  o u r s e l v e s  of the d i f f e r e n t  d e p a r t m e n t s .  We 
don ' t  h a v e  the s taff  fo r  it .  
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QUESTION: On th i s  m a n a g e m e n t  p h a s e ,  we have  had m u c h  f i n a n -  
c i a l  m a n a g e m e n t  i m p o s e d  on us .  P e r s o n a l l y  I j u s t  w o n d e r  how m u c h  
a t t e n t i o n  i s  g e v e n  to the  c o n v e r s i o n  of th i s  s y s t e m ,  which  has  b e e n  i m -  
p o s e d  fo r  p e a c e t i m e  o p e r a t i o n ,  to w a r t i m e  o p e r a t i o n .  

We have  h e a r d  i t  sa id ,  f a c e t i o u s l y  m a y b e ,  but  t h e r e  is  s o m e  f e e l -  
ing  beh ind  the s t a t e m e n t ,  that  if the  nex t  wa r  i s  los t ,  we can  take  c o m -  
f o r t  in the fac t  tha t  the b e s t  b u s i n e s s  m e t h o d s  w e r e  used .  Now, I ju s t  
w o n d e r  about  tha t .  T h e s e  c h a n g e s  of p r o c e d u r e s  r e q u i r e  c h a n g e s  in  
our  p r o c e d u r e s  al l  up the  l ine ,  and s o m e  of t h e m  a r e n ' t  v e r y  a d a p t a b l e  
to w a r t i m e  o p e r a t i o n s .  Could you c o m m e n t  on what  thought  is  g iven  
to t h a t  a s p e c t  of the p r o c e s s  by the  B u r e a u  of the  Budge t?  

MR. BRUNDAGE : I a m  a f r a i d  tha t  I c a n ' t  f r o m  m y  own k n o w l e d g e .  
I know that  i t  i s  b e i n g  c o n s i d e r e d .  I th ink  tha t  m o s t  of the  i m p r o v e -  
m e n t s  that  have  b e e n  m a d e  would  l e a d  to m o r e  e f f i c i en t  o p e r a t i o n  in 
w a r t i m e  as  w e l l  as  p e a c e .  

S e v e r a l  p e o p l e  who w e r e  in K o r e a  told m e  they  could have  o p e r a t e d  
b e t t e r  ff t h e y  had had  l e s s  s u p p l i e s .  T h e y  told m e  that  the s u p p l i e s  
c l u t t e r e d  up the  docks  and r e c e i v i n g  s t a t ions ;  and that  ac tua l ly ,  ff t hey  
could  have  had  a s m a l l e r  supp ly  o p e r a t i o n ,  t h e y  could  have  c o n d u c t e d  
a m o r e  e f f i c i e n t  w a r .  I d o n ' t  know,  b e c a u s e  I have  n e v e r  had e x -  
p e r i e n c e  in  tha t  f i e ld .  But  I th ink  that  i t  i s  s o m e t h i n g  that  has  to r e -  
c e i v e  v e r y  i m p o r t a n t  a t t en t ion .  And if i t  i s n ' t ,  I th ink  p e r h a p s  m o r e  
a t t e n t i o n  ought  to be g i v e n  to it. But i t  i s  s o m e t h i n g  that  I th ink  the  
s e r v i c e s  t h e m s e l v e s  would  h a v e  to a r r a n g e ,  b e c a u s e  no one in the 
Budge t  B u r e a u  would  p r e t e n d  to of fer  s u g g e s t i o n s  on tha*~ p h a s e  of the 
w o r k .  Tha t  would  h a v e  to be done by the s e r v i c e s .  

QUESTION: We h a v e  h e a r d  qu i te  a bi t  in the pas t  two y e a r s  about  
how m u c h  t axa t i on  the  A m e r i c a n  p e o p l e  could  s tand .  I b e l i e v e  tha t  i t  
h a s  b e e n  m e n t i o n e d  that  our  budge t  e x p e n d i t u r e  i s  b a s e d  on what  we 
th ink  the  A m e r i c a n  p e o p l e  wi l l  s tand  in the way of t axa t ion .  You 
m e n t i o n e d  the f i g u r e  of 20 p e r c e n t ,  that  r i g h t  now our  lev~,l of G o v e r n -  
m e n t  e x p e n d i t u r e  is  approx im~, te ly  20 p e r c e n t  of the g r o s s  n a t i o n a l  
p r o d u c t .  I a m  i n t e r e s t e d  in  how our  tax l e v e l  h e r e  c o m p a r e s  wi th  tha t  
of o t h e r  c o u n t r i e s  that  have  r e c e n t l y  e m e r g e d  f r o m  the  war ,  G r e a t  
B r i t a i n  fo r  e x a m p l e ,  and how our  na t iona l  e x p e n d i t u r e s  c o m p a r e  wi th  
t h e i r  n a t i o n a l  e x p e n d i t u r e s ,  each  to h i s  own, that  i s ,  t h e i r  e x p e n d i t u r e  
a s  a g a i n s t  our  e x p e n d i t u r e ,  and t h e i r  l e v e l  of t axa t ion  as  a g a i n s t  our  
l e v e l  of t axa t ion .  
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M R .  B R U N D A G E :  W e l l ,  o u r  l e v e l  h a s  b e e n  h i g h e r .  I t  h a s  b e e n  
25 p e r c e n t  o f  t h e  n a t i o n a l  i n c o m e .  I t  i s  j u s t  g e t t i n g  d o w n .  E x p e n d i -  
t u r e s  a r e  s t i l l  a r o u n d  20 p e r c e n t - - a b o u t  21 p e r c e n t  l a s t  y e a r .  B u t  a s  
we  g e t  a b o v e  t h e  300 b i l l i o n  l e v e l ,  t h e  p e r c e n t a g e  b e c o m e s  l e s s .  

I t h i n k  t h a t  t h e  o p i n i o n s  of  t he  e c o n o m i s t s  v a r y .  T h e r e  i s  o n e  
e c o n o m i s t  w h o  p u t  25 p e r c e n t ,  o r  a q u a r t e r ,  a s  t h e  t o p  l i m i t  o n  t a x a -  
t i o n .  B u t  I t h i n k  t h a t  t h e  c o u n t r y  t h a t  h a s  h a d  p r a c t i c a l l y  t h e  h i g h e s t  
l e v e l  o v e r  a n  e x t e n d e d  p e r i o d  of  y e a r s  w i t h o u t  a n y  s e r i o u s  d e c l i n e  i s  
E n g l a n d .  M a n y  of  t h e  o t h e r  c o u n t r i e s  t h a t  h a v e  t r i e d  a h i g h e r  l e v e l  
l o s t  t h e i r  G o v e r n m e n t s  a n d  h a v e  b e e n  a b s o r b e d .  B u t  t h e  E n g l i s h  l e v e l  
h a s  b e e n  h i g h  f o r  a g r e a t  m a n y  y e a r s ,  p r o b a b l y  t w e n t y  o r  t h i r t y  y e a r s ,  
s i n c e  a b o u t  1914.  I t  h a s  b e e n  p r a c t i c a l l y  40 y e a r s .  

B u t  I t h i n k  y o u  do  s e e  t h e  e f f e c t  o f  t h a t  on  t h e  r e s i l i e n c y  of  t h e i r  
e c o n o m y .  T h e i r  e c o n o m y  d id  n o t  b o u n c e  b a c k  n e a r  a s  f a s t  a f t e r  W o r l d  
W a r  II  a s  o u r s  d i d ,  o r  a s  t h e  G e r m a n  e c o n o m y  d id  o r  t h e  B e l g i a n  o r  
t h e  D u t c h  e c o n o m y ,  I t h i n k  t h a t  i t  h a s  a v e r y  s e r i o u s  d e a d e n i n g  e f f e c t  
o n  i n i t i a t i v e  a n d  o n  i n v e s t m e n t ,  on  t h e  k i n d s  of  t h i n g s  t h a t  w e  v a l u e  
h e r e  s o  h i g h l y .  

I d o n ' t  t h i n k  t h e r e  i s  a n y  e x a c t  l i n e  t h a t  c a n  b e  d r a w n .  B u t  I t h i n k  
t h a t  we  h a v e  b e e n  on  t h e  b o r d e r l i n e .  I t h i n k  t h a t  t h e  r e d u c t i o n  of  t a x e s  
l a s t  y e a r  w a s  v e r y  b e n e f i c i a l .  I d o n ' t  t h i n k  t h e  e f f e c t  w o u l d  be  t o o  
s e r i o u s  on  o u r  e c o n o m y  if  w e  d o n ' t  c u t  t a x e s  n e x t  y e a r ,  b u t  I t h i n k  i t  
w o u l d  b e  h e l p f u l .  I t h i n k  i f  we  d o  c u t  t h e m ,  i t  w i l l  e n c o u r a g e  o u r  
e c o n o m y ,  b e c a u s e  p e o p ] e  w o u l d  r a t h e r  s p e n d  t h e i r  o w n  m o n e y  t h e i r  
o w n  w a y  t h a n  l e t  t h e  G o v e r n m e n t  d e c i d e  h o w  t h e y  s h a l l  s p e n d  i t .  

C A P T A I N  G E R W I C K :  I a m  a f r a i d  o u r  t i m e  i s  u p .  T h a t  w a s  a 
s p l e n d i d  j o b  of  p i n c h  h i t t i n g .  On  b e h a l f  of  t h e  C o m m a n d a n t  a n d  t h e  
r e s t  of  u s ,  t h a n k  y o u  v e r y  m u c h .  

(20 Dec 1956--100)B/ ibc  
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