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H o n o r a b l e  P e r c i v a l  F .  B r u n d a g e ,  D i r e c t o r ,  B u r e a u  of the  Budge t ,  
w a s  b o r n  in A m s t e r d a m ,  N. Y . ,  2 A p r i l  1892. He r e c e i v e d  the  A . B .  
d e g r e e ,  c u m  l a u d e ,  f r o m  H a r v a r d  in 1914 and D o c t o r  of C o m m e r c i a l  
S c i e n c e  f r o m  N e w  Y o r k  U n i v e r s i t y .  F r o m  1930 un t i l  1954 he  w a s  a 
p a r t n e r  in P r i c e ,  W a t e r h o u s e  & C o m p a n y ;  and f r o m  1944-54 w a s  p r e s i -  
den t  and d i r e c t o r  of 56 P i n e  S t r e e t ,  Inc .  M r .  B r u n d a g e  s e r v e d  a s  a 
D i r e c t o r  of the  N a t i o n a l  B u r e a u  of E c o n o m i c  R e s e a r c h ,  1942-54  and  
w a s  P r e s i d e n t  of the  B u r e a u  in 1954. He b e c a m e  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  in 1954 and a s s u m e d  h i s  p r e s e n t  p o s i t i o n  as  
D i r e c t o r  on i A p r i l  1956. 
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T H E  F E D E R A L  B U D G E T  

15 "Oc tober  1956 

A D M I R A L  D E U T E R M A N N :  Good  m o r n i n g .  

O u r  s u b j e c t  t h i s  m o r n i n g  i s  " T h e  F e d e r a l  B u d g e t . "  I a m  s u r e  t h a t  
e v e r y b o d y  h e r e  i s  c o n s c i o u s  of the  t e r r i f i c  i m p a c t  t h e  b u d g e t  h a s  o n  ot i r  
n a t i o n a l  e c o n o m y  and  on t he  n a t i o n a l  s e c u r i t y .  

O u r  s p e a k e r  t o d a y ,  who  is  t he  D i r e c t o r  of t he  B u r e a u  of t he  B u d g e t ,  
i s  p r o b a b l y  t he  b u s i e s t  m a n  in  W a s h i n g t o n .  A t * l e a s t  we I n d i a n s  in  t he  
P e n t a g o n  who  h a v e  h a d  e x p e r i e n c e  in  t h e  i n i t i a l  g o - a r o u n d  g e t t i n g  t h e  
p a p e r s  r e a d y  f o r  h i m  w e r e  so  i m p r e s s e d .  

You  h a v e  h i s  b i o g r a p h y ,  I n e e d  n o t  d w e l l  on  t h a t .  I w o u l d  l i k e  to  
m e n t i o n  a r e c e n t  " N a t i o n ' s  B u s i n e s s "  i s s u e  w h i c h  p o i n t e d  ou t  t h a t  
M r .  B r u n d a g e ' s  p e r s o n a l  i n t e r e s t s  a r e  a l m o s t  a s  w i d e  a s  h i s  p r o f e s s i o n a l  
i n t e r e s t s .  He  l i k e s  to  s q u a r e  d a n c e ,  s h o o t s  in  t he  low s e v e n t i e s  in  go l f ,  
p l a y s  f i ne  s e t s  of  t e n n i s ,  d o e s  a b i t  of  p a i n t i n g  in  w a t e r  c o l o r ,  and  l i k e s  
t o  t r a v e l .  C o n s i d e r i n g  h o w  b u s y  h e  i s ,  I t h i n k  t h a t  we a r e  e s p e c i a l l y  
h o n o r e d  t h a t  h e  s h o u l d  t a k e  t i m e  ou t  to  c o m e  to  t a l k  to  u s  a g a i n .  H e  w a s  
h e r e  l a s t  y e a r  and  l e f t  a w e a l t h  of i n f o r m a t i o n  w i t h  u s .  

M r .  B r u n d a g e  f e e l s  t h a t  t h e  b u d g e t  s h o u l d  be  f e l t  b u t  n e i t h e r  s e e n  
n o r  h e a r d .  We h a v e  a l l  f e l t  i t .  T h i s  m o r n i n g  we  h a v e  a c h a n c e  to  t a k e  
a p e e k ,  and  we h a v e  a c h a n c e  to  l i s t e n .  

M r .  B r u n d a g e ,  i t  i s  a p l e a s u r e  to  w e l c o m e  y o u  b a c k .  

MR.  B R U N D A G E :  G o o d  m o r n i n g ,  g e n t l e m e n .  

M r .  C h a i r m a n ,  i t ' s  a r e a l  p l e a s u r e  t o  be  b a c k  w i t h  y o u  a g a i n .  I 
f o u n d  y o u r  s e s s i o n  l a s t  y e a r  m o s t  s t i m u l a t i n g .  I h o p e  you  go t  a s  m u c h  
ou t  of  i t  a s  I d id .  

I t h i n k  t h a t  t h e  b u d g e t  i s  i m p o r t a n t  to  a l l  of u s .  I t h i n k  t he  F e d e r a l  
b u d g e t  i s  i m p o r t a n t  t o  y o u  in  y o u r  s t u d i e s  in  t he  I n d u s t r i a l  C o l l e g e ,  b e -  
c a u s e  d e f e n s e  p u r p o s e s  t a k e  so  m u c h  of  o u r  t o t a l  t a x  m o n e y .  I k n o w  
t h e  b u d g e t  i s  i m p o r t a n t  to  u s  a s  i n d i v i d u a l s ,  b e c a u s e  the  t a x e s  t a k e  ou t  
s u c h  a l a r g e  p a r t  of o u r  p e r s o n a l  r e c e i p t s .  E v e r y o n e  i s  t h e r e f o r e  i n -  
t e r e s t e d  a s  t o  w h a t  i s  b e i n g  done  w i t h  t he  b u d g e t .  



I t h ink  the b u d g e t  is  a l so  i m p o r t a n t  b e c a u s e  it m i r r o r s  the  p h i l o s -  
ophy  of the  A d m i n i s t r a t i o n - - t h e  b a s i c  p o l i c i e s  as  to  f o r e i g n  r e l a t i o n s ,  
as  to d e f e n s e ,  and the v a r i o u s  d o m e s t i c  p r o g r a m s .  T h e s e  p o l i c i e s  a r e  
t r e m e n d o u s l y  i m p o r t a n t  to us  bo th  as  c i t i z e n s  and  as  m i l i t a r y  o r  c i v i l i a n  
o f f i c e r s .  

Now, in v iew of the  i m p o r t a n c e  of the  budge t ,  i t ' s  r a t h e r  s u r p r i s i n g ,  
I th ink ,  tha t  un t i l  t h i r t y - f i v e  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 G o v e r n m e n t  as  a whole .  The  S e c r e t a r y  of the  T r e a s u r y  m e r e l y  
p r i n t e d  and  t r a n s m i t t e d  to  the  C o n g r e s s  the r e q u e s t s  wh ich  e a c h  of the  
d e p a r t m e n t s  and a g e n c i e s  p r e p a r e d  wi thou t  any r e g a r d  to  how the p r o -  
g r a m s  of one  a g e n c y  w e r e  i n t e g r a t e d  wi th  the  p r o g r a m s  of the  o t h e r  
a g e n c i e s  o r  the to ta l  a m o u n t  tha t  the  a g e n c i e s  m i g h t  be  r e q u e s t i n g .  

Of c o u r s e ,  p r i o r  to Wor ld  War  I the annua l  c o s t  of a l l  of the  G o v e r n -  
m e n t ' s  a c t i v i t i e s  t o g e t h e r  was  l e s s  t han  a w e e k ' s  e x p e n d i t u r e s  t oday  on 
o u 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 .  The  t o t a l  b u d g e t  r e c e i p t s  f o r  
the  f i s c a l  y e a r  1916 a m o u n t e d  to $762 m i l l i o n ,  and the  t o t a l  b u d g e t  ex -  
p e n d i t u r e s  to  $713 m i l l i o n ,  whi le  the c u r r e n t  c o s t  of ou 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  today  is  about  $785 m i l l i o n  a week .  

The  e x p a n s i o n  of F e d e r a l  a c t i v i t i e s  and the  s h a r p  i n c r e a s e  in  the  
pub l ic  debt  f r o m  $1 .2  b i l l i o n  to $25 .5  b i l l i on  d u r i n g  W o r l d  War  I - -  
wh ich  s e e m e d  l ike a t r e m e n d o u s  debt  at tha t  t i m e - - s t i m u l a t e d  b u d g e -  
t a r y  r e f o r m  and r e s u l t e d  in the  p a s s a g e  of the  B u d g e t  and A c c o u n t i n g  
Ac t  of 1921. 

Now, the  b a s i c  p h i l o s o p h y  of tha t  ac t ,  wh ich  is  s t i l l  in  e f f e c t  today ,  
is ,  f i r s t ,  t ha t  the  P r e s i d e n t  h i m s e l f  a s s u m e s  r e s p o n s i b i l i t y  f o r  p r o -  
p o s i n g  the b u d g e t  to C o n g r e s s ,  t hus  e l i m i n a t i n g  the  c o n c e p t  of d e p a r t -  
m e n t a l  s e l f - d e t e r m i n a t i o n .  But  the  C o n g r e s s  r e t a i n s  the  r i g h t  to  d i s -  
pose  of the  p r o p o s a l s  as  it w i s h e s .  

Second ,  the budge t  is  a f i n a n c i a l  e x p r e s s i o n  of the  G o v e r n m e n t ' s  
p r o g r a m  f o r  the f i s c a l  y e a r .  As it  has  d e v e l o p e d ,  the  b u d g e t  now 
c o v e r s  the  e n t i r e  G o v e r n m e n t  p r o g r a m ,  i n c l u d i n g  r e c o m m e n d a t i o n s  
fo r  new l e g i s l a t i o n  to be p r e s e n t e d  to the  C o n g r e s s  l a t e r  in the  s e s s i o n ,  
and the a c t i v i t i e s  of the v a r i o u s  g o v e r n m e n t a l  c o r p o r a t i o n s .  

T h i r d ,  the  b u d g e t a r y  p r o c e s s  is  d e s i g n e d  to e l i m i n a t e  dup l i ca t ion ,  
w a s t e ,  and i ne f f i c i ency ,  bo th  wi th in  and b e t w e e n  a g e n c i e s .  T h i s  is  
a c h i e v e d  by the c o o r d i n a t e d  o v e r a l l  r e v i e w  m a d e  on b e h a l f  of the  
P r e s i d e n t .  
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F o u r t h ,  the b u d g e t a r y  p r o c e s s  is  a dev ice  for  obta ining b e t t e r  
a d m i n i s t r a t i v e  m a n a g e m e n t ,  as we l l  as b e t t e r  f i s c a l  p lanning  and con-  
t ro l .  I th ink  b u s i n e s s  has  found that  g e n e r a l l y  by c lo se  budget  p r e p a -  
r a t i o n  a n d  then  m a x i m u m  p e r f o r m a n c e  aga ins t  the budget  they  get the 
b e s t  and m o s t  e f fec t ive  m a n a g e m e n t  con t ro l .  

And, fifth, the budget  i nd i ca t e s  the r e l a t i o n s h i p  be tween  p r o p o s e d  
e x p e n d i t u r e s  and an t i c ipa t ed  r e v e n u e s .  

C h a r t  1, page 4. - - T h e  B u r e a u  of the Budget  is  pa r t  of the E x e c u t i v e  
Office of the P r e s i d e n t ,  I t ls  a d m i n i s t e r e d ,  as you see  on th is  c h a r t ,  by  
a D i r e c t o r ,  a Deputy  D i r e c t o r ,  and t h r e e  n o n c a r e e r  A s s i s t a n t  D i r e c t o r s .  
T h e r e  a r e  four  of f ices ,  so c a l l e d - - B u d g e t  Review,  L e g i s l a t i v e  R e f e r e n c e ,  
M a n a g e m e n t  and Organ iza t ion ,  and S t a t i s t i c a l  S t a n d a r d s - - e a c h  of which  
is h e a d e d  by a c a r e e r  A s s i s t a n t  D i r e c t o r .  

R e c e n t l y  an accoun t ing  group to help  i m p r o v e  accoun t ing  p r a c t i c e s  
th roughout  the G o v e r n m e n t  was  se t  up u n d e r  one of the n o n c a r e e r  As -  
s i s t an t  D i r e c t o r s ,  Mr .  Rappapor t ,  who has  spoken to you,  I b e l i e v e .  
Set t ing  up such  a group  was  one of the Hoove r  C o m m i s s i o n  r e c o m m e n d a -  
t ions .  

E a c h  a g e n c y  of the G o v e r n m e n t ,  each  d e p a r t m e n t ,  i s  a s s i g n e d  to 
one of the f ive d iv i s ions  that  you see  at the bo t tom of the c h a r t - - C o m -  
m e r c e  and F i n a n c e ,  I n t e rna t i ona l ,  L a b o r  and Wel f a r e ,  Mi l i t a ry ,  and 
R e s o u r c e s  and Civi l  Works .  E a c h  of t he se  d iv i s ions  is  h e a d e d  by a 
c a r e e r  ch ief .  We have a to ta l  s taff  of about 425. 

I a m  not going to d i s cus s  the ac t i v i t i e s  of the d iv i s ions  s e p a r a t e l y ,  
s i n c e  they  w o r k  d i r e c t l y  with  the a g e n c i e s  on the budget  and p r o b l e m s  
of o r g a n i z a t i o n  and l eg i s l a t i on ,  fo r  which  the off ices  p rov ide  g e n e r a l  
s ta f f  gu idance .  But I wi l l  out l ine  v e r y  b r i e f l y  what  these  four  o f f ices  t 
f u n c t i o n s  a r e .  

The  Office of Budget  Review,  a s  you m a y  s u r m i s e ,  is r e s p o n s i b l e  
fo r  c o o r d i n a t i n g  the p r e p a r a t i o n  and pub l ica t ion  of the budget .  

T h e  Office of L e g i s l a t i v e  R e f e r e n c e  c o o r d i n a t e s  p r o p o s a l s  fo r  
new l eg i s l a t ion .  W h e t h e r  p r o p o s e d  by  the A d m i n i s t r a t i o n  o r  p r o p o s e d  
in C o n g r e s s ,  d ra f t  b i l l s  c o m e  th rough  th is  Off ice  f o r  c o o r d i n a t i n g  the 
opinions  of the v a r i o u s  a g e n c i e s ,  and to p rov ide  adv 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  c o n c e r n i n g  the r e l a t i o n s h i p  of spec i f i c  p i e c e s  of l e g i s l a t i o n  
to the PresidentWs g e n e r a l  p r o g r a m .  
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A f t e r  l e g i s l a t i o n  is p a s s e d  by the C o n g r e s s ,  the B u r e a u  supp l i e s  
the P r e s i d e n t  wi th  a r e c o m m e n d a t i o n  as to a p p r o v a l  o r  veto,  i nd i ca t i ng  
the v i ews  of e a c h  of the i n t e r e s t e d  d e p a r t m e n t s  and a g e n c i e s  on the 
enrolled bill. 

The d e v e l o p m e n t  and r e v i e w  of r e o r g a n i z a t i o n  plans  and o t h e r  p r o -  
g r a m s  des igned  to i m p r o v e  the m a n a g e m e n t  of the execu t ive  b r a n c h  
a r e  the r e s p o n s i b i l i t y  of the Office of M a n a g e m e n t  and O r g a n i z a t i o n .  
Th i s  off ice is  a l so  c o n c e r n e d  with 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  ac t i v i t i e s ,  such  as p e r s o n n e l  and p r o p e r t y .  R e c e n t l y  the 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  have  occup ied  m u c h  of i ts  a t ten-  
t i on .  E a c h  one of the r e c o m m e n d a t i o n s - - s o m e  380 in a l l - - w a s  a n a l y z e d  
and r e p o r t e d  upon s e p a r a t e l y .  

The  Office of S t a t i s t i ca l  S tandards  is c h a r g e d  with  the B u r e a u ' s  
r e s p o n s i b i l i t y  for  the i m p r o v e m e n t ,  deve lopmen t ,  and c o o r d i n a t i o n  
of F e d e r a l  s t a t i s t i c a l  s e r v i c e s .  We don ' t  ac tua l ly  c o l l e c t  s t a t i s t i c s ,  
but we have g e n e r a l  r e s p o n s i b i l i t y  to s ee  that  the B u r e a u  of L a b o r  
S ta t i s t i c s ,  Census  B u r e a u ,  and a l l  the o the r  v a r i o u s  s t a t i s t i c a l  a g e n c i e s  
c o o r d i n a t e ,  make  f a i r  s a m p l e s ,  and m a k e  pe r iod ic  r e p o r t s .  

This  Office a l so  m a i n t a i n s  s u r v e i l l a n c e  ove r  t h e n a t i o n a l  s e c u r i t y  
a s p e c t  of the pub l ica t ion  of s t a t i s t i c a l  data,  and s e r v e s  as a foca l  point 
fo r  Uni ted  Sta tes  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  ac t iv 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 .  

The fo r ego ing  d e s c r i p t i o n  of the B u r e a u ' s  func t ions  i nd i ca t e s ,  I 
think,  that  c o n s i d e r a b l e  knowledge  of the ope ra t ions  and ac t i v i t i e s  of 
e a c h  of the d e p a r t m e n t s  and a g e n c i e s  and of P r e s i d e n t i a l  po l icy  is  r e -  
q u i r e d  of the B u r e a u .  

Now, with  r e g a r d  to the annual  budget ,  it is  i m p o r t a n t  to r e a l i z e  
chat the p e r i o d  dur ing  which  the budget  d r aws  the g r e a t e s t  publ ic  a t t en-  
t i o n - - t h a t  i s ,  when the P r e s i d e n t  sends  his  budget  m e s s a g e  to C o n g r e s s  
e a r l y  in J a n u a r y ,  and dur ing  the subsequen t  c o n g r e s s i o n a l  h e a r i n g s - -  
has  been  p r e c e d e d  by about a y e a r  of p r e p a r a t i o n ,  ana lys i s ,  and r e -  
v iew.  

Set t ing  as ide  for  a m o m e n t  the m i l i t a r y  po r t ion  of the budget ,  the 
p r e p a r a t i o n  of the r e s t  of the budget  fol lows this  g e n e r a l  p r o c e d u r e :  
In Apr i l ,  we l l  o v e r  a y e a r  in advance  of the beg inn ing  of the f i s c a l  
y e a r ,  we begin  to f o r m u l a t e  the gu ide l i ne s  that  wi l l  c o n t r o l  the p r e -  
p a r a t i o n  of the budget ,  that  is ,  the economic  a s s u m p t i o n s ,  and the 
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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 heads  of the p r i n c i p a l  a g e n c i e s  in May and June to d e t e r -  
m i n e  w h e t h e r  any new p r o g r a m s  wi l l  be r e q u i r e d ,  what  ex t ens ions  of 
old p r o g r a m s  a r e  n e c e s s a r y ,  and what  r e d u c t i o n s  o r  t e r m i n a t i o n s  of 
ex i s t ing  p r o g r a m s  a r e  poss ib l e  and d e s i r a b l e .  

We then develop  and d i s c u s s  with the P r e s i d e n t  and the Cabine 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  of the p robab le  e x p e n d i t u r e  l e v e l  f o r e -  
cas t ,  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  of what  the r e c e i p t s  a r e  
Likely to be.  This  is the f i r s t  one and is v e r y  p r e l i m i n a r y ,  jus t  to give 
the g e n e r a l  m e a s u r e  of magn i tude .  

An overall ceiling on controllable appropriations for each major 
agency  is then e s t a b l i s h e d ,  t o g e t h e r  with a t a r g e t  for  o t h e r  i t e m s .  I 
am speak ing  now of a l l  but Defense .  

The a g e n c i e s  a r e  then a sked  to submi t  d e t a i l e d  r e q u e s t s  wi th  
j u s t i f i c a t i ons  fo r  the ensu ing  f i s ca l  y e a r .  The r e q u e s t s  a r e  e x p e c t e d  
to be c o n s i s t e n t  with the o v e r a l l  c e i l i ng  and the g e n e r a l  po l icy  of the 
A d m i n i s t r a t i o n .  The n o r m a l  date fo r  the r e c e i p t  of t he se  r e q u e s t s  if 
the l a t t e r  pa r t  of S e p t e m b e r .  To p e r m i t  adap tab i l i t y  to chang ing  condi -  
t ions ,  s e p a r a t e  o v e r - c e i l i n g  r e q u e s t s  a r e  p e r m i t t e d  when they  a r e  
n e c e s s i t a t e d  by u n f o r e s e e n  c o n t i n g e n c i e s  and when of fse t t ing  sav ings  
cannot  be found wi thin  the ce i l i ng  amount .  

D u r i n g  this  s a m e  pe r iod ,  be tween  June and S e p t e m b e r ,  the B u r e a u  
of the Budget  is  a c tua l l y  work ing  on budgets  fo r  t h r e e  f i s c a l  y e a r s .  
Dur ing  the pas t  few months ,  f o r  example ,  we have  b e e n  ana lyz ing  and 
s u m m a r i z i n g  the r e s u l t s  of the f i s c a l  y e a r  end ing  30 June 1956, in 
o r d e r  that  they  migh t  be pub l i shed  in our  M i d y e a r  Review.  At the 
s a m e  t ime  we have 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  1957, 
which  is now u n d e r  w a y - - r e v i s i o n s  which  r e f l e c t  the ac t ions  of C o n g r e s s  
and the o t h e r  c h a n g e s  s ince  the o r i g i n a l  e s t i m a t e s  in the J a n u a r y  budget .  
Then,  as I have jus t  ind ica ted ,  we have b e e n  at w o r k  s ince  e a r l y  s p r i n g  
on the budget  for  the f i s c a l  y e a r  1958, which wi l l  be sen t  to the C o n g r e s s  
th is  c o m i n g  J a n u a r y .  

Now, dur ing  the months  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 Budget  holds  h e a r i n g s  with each  of the a g e n c i e s  on t h e i r  p r o p o s e d  
budge t s .  At these  h e a r i n g s ,  agency  of f ic ia l s  can  s u p p l e m e n t  the w r i t -  
t en  jus t i f i ca t ions  and a n s w e r  the ques t ions  of B u r e a u  e x a m i n e r s  about 
t h e i r  budget  r e q u e s t s .  
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A f t e r  t h e  h e a r i n g s ,  a n d  d r a w i n g  on  a l l  t h e  i n f o r m a t i o n  g a i n e d  
t h r o u g h o u t  t h e  y e a r ,  t h e  B u r e a u s '  e x a m i n e r s  m a k e  r e c o m m e n d a t i o n s  
to  w h a t  we  c a l l  t he  D i r e c t o r ' s  R e v i e w .  In  t h i s  r e v i e w ,  t he  D i r e c t o r ,  
t he  D e p u t y  D i r e c t o r ,  a n d  t h e  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  w i t h  t h e  
top  s t a f f  of  t he  B u r e a u ,  d i s c u s s  w i t h  t h e  e x a m i n e r s  t he  i s s u e s  i n v o l v e d  
in  e a c h  of  t h e  a g e n c y  r e q u e s t s ;  a l l  of t h i s  in  l i gh t  of  t h e  o t h e r  a g e n c y  
a p p r o p r i a t i o n  r e q u e s t s  and  g e n e r a l  b u d g e t  p o l i c y .  

T h e  e x a m i n e r s '  r e c o m m e n d a t i o n s  on the  a g e n c y  r e q u e s t s ,  a s  
m o d i f i e d  in  the  D i r e c t o r ' s  R e v i e w ,  a r e  t h e n  s u m m a r i z e d  f o r  p r e s e n -  
t a t i o n  to  the  P r e s i d e n t  f o r  h i s  a p p r o v a l  o r  m o d i f i c a t i o n  and  d i s c u s s i o n  
w i th  t h e  a g e n c y  i t s e l f .  

T u r n i n g  now  to  the  m i l i t a r y  p o r t i o n  of  t he  b u d g e t ,  we p u r s u e  a 
s l i g h t l y  d i f f e r e n t  c o u r s e ,  b e c a u s e  of t he  s i z e  and  t h e  i s s u e s  i n v o l v e d .  
In  a l l  f o u r  b u d g e t s  w i t h  w h i c h  the  p r e s e n t  A d m i n i s t r a t i o n  h a s  o p e r a t e d - -  
t he  r e v i s e d  1954 b u d g e t ,  o r i g i n a l l y  s u b m i t t e d  b y  P r e s i d e n t  T r u m a n ,  
a n d  t h e  1955,  1956 a n d  1957 b u d g e t s - - a l l  d e c i s i o n s  g o v e r n i n g  m i l i t a r y  
p o l i c y ,  s u c h  a s  f o r c e  l e v e l s ,  p r o c u r e m e n t  o b j e c t i v e s ,  a n d  the  l i ke  w e r e  
t h o r o u g h l y  d i s c u s s e d  w i t h  the  J o i n t  C h i e f s  of S taf f  and  the  N a t i o n a l  
S e c u r i t y  C o u n c i l .  M o r e o v e r ,  t h e y  h a d  t h e ' P r e s i d e n t ' 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  w a s  e v e n  f o r m u l a t e d .  No  c e i l i n g  w a s  
s e t ,  a s  w i t h  t he  o t h e r  a g e n c i e s .  I n s t e a d ,  t he  g e n e r a l  s i z e  of  t h e  m i l i t a r y  
b u d g e t  w a s  d e t e r m i n e d  b y  t he  d e c i s i o n s  m a d e  o n  t h e  s t r e n g t h  and  
s t r u c t u r e  of  t he  f o r c e s .  

Now,  b e c a u s e  the  o b j e c t i v e s  of t h e  S e c r e t a r y  of D e f e n s e  a n d  the  
J o i n t  C h i e f s  of  S ta f f  a r e  e s s e n t i a l l y  t h e  s a m e  as  t h o s e  of t h e  E x e c u t i v e  
O f f i c e  a n d  t h e  P r e s i d e n t ,  and  in  o r d e r  to  a v o i d  d u p l i c a t i o n  of w o r k  w i t h -  
i n  the  l i m i t e d  t i m e  p e r i o d  we  h a v e  to  w o r k ,  t h e  M i l i t a r y  D i v i s i o n  of  t h e  
B u r e a u  of  t he  B u d g e t  w o r k s  w i t h  the  S taf f  and  t h e  A s s i s t a n t  S e c r e t a r i e s  
of  t he  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  t he  p r o p o s a l s  of t h e  t h r e e  
s e r v i c e s .  I u n d e r s t a n d  you  h a v e  a l r e a d y  h a d  a t a l k  f r o m  S e c r e t a r y  
M c N e i l ,  a n d  t h a t  he  r e f e r r e d  to  t h i s  j o in t  o p e r a t i o n  a n d  s o m e  of  t h e  
p r o b l e m s  f a c i n g  u s  f o r  t he  f u t u r e .  

A f t e r  s u b m i s s i o n  of  the  b u d g e t  e s t i m a t e s  b y  t h e  S e c r e t a r y  of  D e -  
f e n s e ,  a n  e v a l u a t i o n  of  t he  n e w  b u d g e t  r e q u e s t s  i s  m a d e  in  r e l a t i o n  to  
e x i s t i n g  p r o g r a m s  and  a p p r o v e d  p o l i c i e s .  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  a g a i n  in  t he  S e c u r i t y  C o u n c i l  and  t he  C a b i n e t  and  w i t h  t h e  
P r e s i d e n t .  T h e  b u d g e t  i s  t h u s  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  b y  t h e  
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  t he  r e c o m m e n d a t i o n s  of  t h e  J o i n t  
C h i e f s  of S t a f f  a n d  t h e  D e f e n s e  o f f i c i a l s .  



In  D e c e m b e r ,  a f t e r  P r e s i d e n t i a l  r e v i e w  of t he  m i l i t a r y  a n d  o t h e r  
d e p a r t m e n t a l  a n d  a g e n c y  b u d g e t s ,  a n d  a f t e r  d e c i s i o n  on  n e w  l e g i s l a t i o n  
to  be  p r o p o s e d ,  t he  f i n a l  e s t i m a t e s  a r e  p r e p a r e d .  T h e  P r e s i d e n t ' s  
b u d g e t  m e s s a g e  i s  w r i t t e n ,  a n d  t h e  b u d g e t  d o c u m e n t  i s  s e n t  to  t he  p r i n t e r .  
U n d e r  the  l aw the  b u d g e t  m u s t  be  t r a n s m i t t e d  to  C o n g r e s s ,  t o g e t h e r  
w i t h  t he  b u d g e t  m e s s a g e ,  w i t h i n  f i f t e e n  d a y s  a f t e r  the  s e s s i o n  of  C o n -  
g r e s s  o p e n s .  C o n g r e s s  u s u a l l y  o p e n s  on the  t h i r d ;  so  t he  b u d g e t  h a s  
to  be  in  a b o u t  t he  m i d d l e  of t he  m o n t h .  

T h e  b u d g e t  d o c u m e n t  no t  o n l y  p r e s e n t s  t a x  and  s p e n d i n g  e s t i m a t e s  
f o r  t he  f i s c a l  y e a r  b e g i n n i n g  a b o u t  s i x  m o n t h s  a f t e r  i t  is  s e n t  to  C o n g r e s s ,  
bu t  i t  a l s o  c o n t a i n s  r e v i s e d  e s t i m a t e s  f o r  t he  f i s c a l  y e a r  t h e n  c u r r e n t .  
I t  a l s o  c o n s t i t u t e s  t he  a n n u a l  r e p o r t  on G o v e r n m e n t  a c t i v i t i e s ,  s h o w i n g  
the  a c t u a l  b u d g e t  r e s u l t s  f o r  t he  f i s c a l  y e a r  w h i c h  h a s  e n d e d  s i x  m o n t h s  
p r e v i o u s l y .  

T h e s e  t h r e e - y e a r  c o m p a r i s o n s  g ive  an  i n d i c a t i o n  of t r e n d s .  T h e  
f i g u r e s  a r e  a c c o m p a n i e d  b y  e x p l a n a t i o n s  of t h e  p r o g r a m s ,  and  t h e r e -  
f o r e  t he  d o c u m e n t  a l s o  s e t s  f o r t h  the  g o a l s  and  p o l i c i e s  of  t he  A d m i n i s -  
t r a t i o n .  

Now,  w h i l e  the  b u d g e t  i s  one  d o c u m e n t ,  i t  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  c o v e r i n g  t he  s a m e  p r o g r a m s .  I s u p p o s e  you  h a v e  a l l  
s t r u g g l e d  w i t h  t h e s e  two  b e f o r e - - t h e  n e w  o b l i g a t i o n a l  a u t h o r i t y  a n d  
t he  e x p e n d i t u r e s .  T h e  b u d g e t  in  t h e  f i r s t  p l a c e  s h o w s  how m u c h  m o n e y  
the  P r e s i d e n t  r e q u e s t s  f r o m  the  C o n g r e s s  e a c h  y e a r  to  c a r r y  ou t  t he  
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 .  C o n g r e s s  t u r n s  
t h e s e  r e q u e s t s  i n t o  a p p r o p r i a t i o n  b i l l s ,  w h i c h  i t  c o n s i d e r s  and  u p o n  
w h i c h  i t  a c t s .  

Appropriations provide the authority--usually called NOA--new 
obligational authority--for Federal agencies to incur obligations and 
spend money. But the money itself must be raised by the Treasury, 
of course, threugh taxes or, if necessary, by borrowing. 

In t he  s e c o n d  p l a c e ,  t he  b u d g e t  c o n t a i n s  e s t i m a t e s  of  h o w  m u c h  
m o n e y  the  G o v e r n m e n t  i s  a c t u a l l y  e x p e c t e d  to s p e n d  e a c h  y e a r  in  
c a r r y i n g  ou t  i t s  p r o g r a m ,  and  how m u c h  i t  w i l l  r e c e i v e  f r o m  t a x e s  
a n d  o t h e r  s o u r c e s .  

Now,  i t ' s  t he  e x p e n d i t u r e s  a n d  t he  r e c e i p t s ,  r a t h e r  t h a n  t h e  new  
o b l i g a t i o n a l  a u t h o r i t y ,  w h i c h  d e t e r m i n e s  w h e t h e r  the  b u d g e t  is  b a l a n c e d  
o r  u n b a l a n c e d .  
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U n d e r  the  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  m a k e  d i s -  
b u r s e m e n t s  un t i l  an a p p r o p r i a t i o n  law is  f i r s t  e n a c t e d  by  the 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  f o 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  tha 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  you r e a l i z e ,  I a m  s u r e ,  is  t r u e  b e c a u s e  o n l y  a 
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  in a c e r t a i n  y e a r  a r e  s p e n t  
in  tha t  s a m e  y e a r .  T h e  b a l a n c e  m a y  be s p e n t  the  fo l l owing  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 .  

F u n d s  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  bo th  f r o m  a p p r o p r i -  
a t i ons  v o t e d  by  C o n g r e s s  f o r  tha t  y e a r  and f r o m  funds  v o t e d  in e a r l i e r  
y e a r s  bu t  not  s p e n t .  T h o s e  m a y  be  o b l i g a t e d  o r  u n o b l i g a t e d ;  t ha t  i s ,  
t he  c o n t r a c t s  m a y  a c t u a l l y  h a v e  b e e n  s i g n e d  f o r  t h e s e  e x p e n d i t u r e s  o r  
not .  

F o r  e x a m p l e ,  m o n e y  f o r  the  m i l i t a r y  pay  is  u s u a l l y  s p e n t  in  the  
s a m e  y e a r  in  w h i c h  it  i s  a p p r o p r i a t e d .  T h a t ' s  e a s y  to  u n d e r s t a n d .  On 
the  o t h e r  hand ,  m o s t  of the m o n e y  f o r  je t  p l a n e s ,  a i r c r a f t  c a r r i e r s ,  
and  g u i d e d  m i s s i l e s  is  spen t  s e v e r a l  y e a r s  a f t e r  it  has  b e e n  a p p r o p r i a t e d .  
T h i s  de l ay ,  of c o u r s e ,  c o m e s  about  b e c a u s e  of the long  l e a d  t i m e  r e -  
q u i r e d  to d e s i g n ,  o r d e r ,  p r o d u c e ,  and  d e l i v e r  the  e q u i p m e n t .  T h a t  is  
why  we h a v e  to p l an  so  f a r  a h e a d .  

In  i t s  f i r s t  t h r e e  y e a r s  the p r e s e n t  A d m i n i s t r a t i o n  h e l d  new obl i -  
ga t iona}  a u t h o r i t y  b e l o w  e x p e n d i t u r e s  and was  thus  ab le  to r e d u c e  the  
b a c k l o g  of u n s p e n t ,  p r e v i o u s l y  e n a c t e d  a p p r o p r i a t i o n s .  F o r  1957 it  i s  
e x p e c t e d  tha t  the  t o t a l  of new o b l i g a t i o n a l  a u t h o r i t y  wi l l  e x c e e d  the  
t o t a l  e x p e n d i t u r e s .  H o w e v e r ,  it w i l l  s t i l l b e  b e l o w  the a m o u n t  of e s t i -  
m a t e d  r e c e i p t s .  Th i s  m e a n s  tha t  the  new c o m m i t m e n t s  p l a n n e d  by  the  
G o v e r n m e n t  a r e  w i t h i n  i t s  e x p e c t e d  r e v e n u e s ,  w h i c h  wi l l  m a k e  the  
c o n t i n u e d  b u d g e t  b a l a n c e  p o s s i b l e .  

In the four fiscal years 1950 to 1953 appropriations exceeded 
Government revenues by $94 billion. There was a carry-forward, as 
you recall, when this Administration came in, of obligated, unspent 
balances of about $80 billion. This led to unbalanced budgets. By 
contrast, in the four years 1954 to 1957 revenues are expected to ex- 
ceed appropriations by $Ii  billion. This leads to balanced budgets. 

S o m e  of you  m a y  a s k , - I  a m  s u r e ,  not  m a n y - - w h y  b a l a n c e d  b u d g e t s  
a r e  d e s i r a b l e .  I a m  c e r t a i n  you  a r e  f a m i l i a r  w i t h  the  r e s u l t s  of un -  
b a l a n c e d  f a m i l y  b u d g e t s .  And  u n b a l a n c e d  n a t i o n a l  b u d g e t s  a r e  e v e n  
m o r e  d a n g e r o u s  in a s e n s e ,  b e c a u s e  the  i n f l a t i o n a r y  e f f e c t s  a r e  f e l t  
b y  e v e r y b o d y  and  the va lue  of e v e r y o n e ' s  d o l l a r  goes  down. 
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T h e  p r e s e n t  a d m i n i s t r a 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  
f o 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 .  T h e s e  goa l s  a r e  not  s i m p l y  e n d s  in  t h e m -  
s e l v e s ,  but  a r e  r e l a t e d  to the  w o r l d  s i t u a t i o n  and  to  d o m e s t i c  r e s p o n s i -  
b i l i t i e s .  

T h e  P r e s i d e n t ' s  b u d g e t a r y  g o a l s  a r e  c l o s e l y  r e l a t e d  to  the  e c o n o m i c  
s t r e n g t h  and  the  s e c u r i t y  of  the  Na t ion ,  w h i c h  m u s t  be  m a i n t a i n e d  f o r  
the  long pul l .  If  the  G o v e r n m e n t  t a k e s  a s m a l l e r  p r o p o r t i o n  of  the 
t o t a l  n a t i o n a l  p r o d u c t i o n ,  m o r e  r e s o u r c e s  a r e  a v a i l a b l e  f o r  p r i v a t e  
i n v e s t m e n t  and e x p a n s i o n .  V a r i o u s  " r u l e s "  h a v e  b e e n  s e t  a s  to the  
t h e o r e t i c a l  m a x i m u m  p r o p o r t i o n  tha t  the  G o v e r n m e n t  c a n  t a k e  out  of 
the  n a t i o n a l  p r o d u c t  o r  out of i n d i v i d u a l  i n c o m e s .  You m a y  have  h e a r d  of 
the  d i s c u s s i o n s  of the  A u s t r a l i a n  e c o n o m i s t ,  Co l in  C l a r k ,  who s a i d  
t ha t  t a k i n g  o v e r  25 p e r c e n t  of  n a t i o n a l  i n c o m e  wou ld  e n d a n g e r  the  
e c o n o m y .  I doubt  if  t h e r e  i s  any  f i x e d  p r o p o r t i o n .  In  a n y  e v e n t ,  we  
got  down to 20 p e r c e n t  th i s  y e a r .  It was  25 p e r c e n t  w h e n  the  a d m i n i s -  
t r a t i o n  took  o f f i ce  in the  f i s c a l  y e a r  1953. 

I n d i v i d u a l s  and  c o r p o r a t i o n s  a r e  thus  e n c o u r a g e d  to show i n i t i a t i v e  
and  u n d e r t a k e  r i s k s .  As  a r e s u l t ,  the  N a t i o n c a n  be  m o r e  p r o d u c t i v e  
and  s t r o n g e r  wi th  a l e s s e r  p r o p o r t i o n  of i t s  i n c o m e  t a k e n  b y  the  G o v e r n -  
m e n t .  With  a s t r o n g  and  g r o w i n g  e c o n o m y  the  U n i t e d  S t a t e s  c a n  m o r e  
e a s i l y  c o n v e r t  to  m i l i t a r y  p r o d u c t i o n  in  c a s e  of an e m e r g e n c y .  I t  c a n  
m o r e  e a s i l y  s u p p o r t  the  barge  e x p e n d i t u r e s  f o r  o u r  own M i l i t a r y  E s -  
t a b l i s h m e n t  and  f o r  t he  a id  to o u r  a l l i e s  w h i c h  s e e m  to be  n e e d e d  f o r  
the  i n d e f i n i t e  f u t u r e ,  at  l e a s t  as  long as the  C o m m u n i s t s  t h r e a t e n  
p e a c e  a n d  l i b e r t y .  

Whi le  we c a n n o t  e x p e c t  the  s p i r i t  of w a r t i m e  s a c r i f i c e  to  c o n t i n u e  
o v e r  a long p e r i o d  of y e a r s ,  we  m u s t  r e m a i n  s t r o n g ,  so tha t  no n a t i o n  
wi l l  d a r e  s t a r t  a g g r e s s i o n  a g a i n s t  u s .  

F i s c a l  s t a b i l i t y ,  an  e f f e c t i v e  n a t i o n a l  s e c u r i t y ,  and  a s t r o n g  and  
g r o w i n g  e c o n o m y  t h e r e f o r e  c o n t r i b u t e  one to the  o t h e r ,  and you  c a n n o t  
s a c r i f i c e  one  in  o r d e r  to ob t a in  the  o t h e r .  

O u r  e s s e n t i a l  p r o b l e m ,  as  the  P r e s i d e n t  has  s t a t e d ,  is  to s t r i k e  
the  p r o p e r  b a l a n c e ,  to f ind  the  g r e a t  equa t ion ,  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  l i n k e d  wi th  c o n t i n u e d  n a t i o n a l  g r o w t h .  We s h o u l d  not  m o v e  so  
r a p i d l y  to  a b a l a n c e d  b u d g e t  t h a t  we e n d a n g e r  o u r  deter_~ent and  r e -  
t a l i a t o r y  p o w e r .  N o r  s h o u l d  we add  to o u r  s t o c k  of w e a p o n s  so  f a s t  
t h a t  we c a u s e  i n f l a t i o n  and  m a k e  o u r  d e f e n s e  b u i l d u p  u n n e c e s s a r i l y  
c o s t l y  and  b u r d e n s o m e .  
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If  we m u s t  h a v e  m o r e  m i l i t a r y  a p p r o p r i a t i o n s ,  the  P r e s i d e n t  h a s  
sa id ,  t h e n  l e t ' s  f i n a n c e  t h e m  wi th  i n c r e a s e d  t a x e s .  I t h i n k  one of the  
c u r i o u s  w e a k n e s s e s  of  the  o p p o s i t i o n ' s  c a m p a i g n  a n d  p l a t f o r m  th i s  
y e a r  is  t ha t  on the  one s i d e  t h e y  h a v e  a d v o c a t e d  g r e a t e r  m i l i t a r y  s p e n d -  
ing,  and  tha t  on the  o t h e r  s i d e  t h e y  p r o m i s e  t ax  r e d u c t i o n .  You c a n  
i n c r e a s e  e x p e n d i t u r e s  s o m e w h a t  w i th  an  e x p a n d i n g  e c o n o m y ,  as  we 
h a v e  s e e n  o u r  t o t a l  r e c e i p t s  go up; bu t  r e c e i p t s  don ' t  n e c e s s a r i l y  go 
up as  f a s t  as  e x p e n d i t u r e s ,  and  t a x  c u t s  wou ld  r e d u c e  the  r e c e i p t s  
a v a i l a b l e .  

Now, m u c h  p r o g r e s s  has  b e e n  m a d e  d u r i n g  the  p a s t  t h r e e  and  a 
h a l f  y e a r s .  T h e  b u d g e t  was  b a l a n c e d ,  you  k n o w ,  in the  f i s c a l  y e a r  
1956, j u s t  e n d e d ;  and  a b a l a n c e d  b u d g e t  is  e x p e c t e d  f o r  the  f i s c a l  y e a r  
1957. 

A n n u a l  e x p e n d i t u r e s  have  b e e n  r e d u c e d  about  5 b i l l i o n  d o l l a r s  
o v e r a l l  f r o m  1953, and  t a x  r a t e s  h a v e  b e e n  r e d u c e d .  ~ G o v e r n m e n t  
r e c e i p t s  h a v e  r i s e n ,  b e c a u s e  of the  t r e m e n d o u s  r i s e  in  p e r s o n a l  and  
c o r p o r a t e  i n c o m e .  We hope  th i s  r i s e  k e e p s  on going,  bu t  we c a n ' t  
e x p e c t  it  to  c o n t i n u e  at  an a c c e l e r a t e d  r a t e .  

At  the  s a m e  t i m e  we h a v e  s u c c e e d e d  in m a i n t a i n i n g  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 ha t  th i s  c o u n t r y  h a s  e v e r  
h a d  in  p e a c e t i m e .  We have  bu i l t  m o b i l i z a t i o n  s t o c k s  of s t r a t e g i c  
m a t e r i a l s  and  k e y  m i l i t a r y  i t e m s  to g r e a t e r  l e v e l s  t h a n  e v e r  b e f o r e  
in  p e a c e t i m e .  We h a v e  i n t r o d u c e d  new w e a p o n s ,  as  you  know;  and  
we a r e  s t e p p i n g  up the  r a t e  of m o d e r n i z a t i o n .  We a r e  b u i l d i n g  a con t i -  
n e n t a l  d e f e n s e  s y s t e m  to  m e e t  new m e t h o d s  of a t t a c k .  But  h e r e ,  too,  
we m u s t  e x e r c i s e  r e s t r a i n t  and j u d g m e n t .  We have  c o n s t r u c t e d  l a r g e  
and  m o d e r n i z e d  b a s e s  a l l  o v e r  the  w o r l d ,  and  we  h a v e  d e l i v e r e d  l a r g e  
q u a n t i t i e s  of  s u p p l i e s  and  w e a p o n s  to o t h e r  n a t i o n s .  A l o n g  wi th  o u r  
f i s c a l  s t a b i l i t y  and  e f f e c t i v e  n a t i o n a l  s e c u r i t y ,  the  n a t i o n a l  e c o n o m y  
h a s  b e c o m e  s t r o n g e r .  O u r  t o t a l  n a t i o n a l  p r o d u c t i o n  is  r u n n i n g  at  an  
a n n u a l  r a t e  of o v e r  $400 b i l l i on .  

T h i s  u n p r e c e d e n t e d  u p s u r g e  h a s  o c c u r r e d  wh i l e  the  v a l u e  of the  
d o l l a r  h a s  r e m a i n e d  g e n e r a l l y  s t a b l e .  You know i t  wen t  up about  2 
p e r c e n t  in  the  l a s t  f e w  m o n t h s .  It  h a d  r e m a i n e d  s t a b l e  f o r  t h r e e  y e a r s .  
So tha t  the  t o t a l  c h a n g e  s i n c e  J a n u a r y ,  1953, ha s  b e e n  a p p r o x i m a t e l y  
3 p e r c e n t ,  w h i c h  is  abou t  a f o u r t h  of  the  c h a n g e  d u r i n g  the  p r e c e d i n g  
t h r e e  y e a r s .  

L e t  us  now look  at  the b u d g e t  in  m o r e  de t a i l .  I b r o u g h t  c o p i e s  of 
the  1957 M i d y e a r  R e v i e w  of the  F e d e r a l  budge t ,  w h i c h  w a s  i s s u e d  at  
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t h e  e nd  of  A u g u s t .  I d o n ' t  k n o w  w h e t h e r  y o u  w o u l d  l i ke  to  h a v e  s o m e -  
b o d y  d i ' s t r i b u t e  t h e s e  o r  p a s s  t h e m  out  a f t e r w a r d .  I d o n ' t  t h i n k  i t ' s  
n e c e s s a r y  to  do  i t  n o w .  Y o u  c a n  p i c k  one  up  i f  y o u  h a v e n ' t  s e e n  i t .  

T h e  r e v i e w  c o n t a i n s  t he  r e v i s e d  e s t i m a t e s ,  w h i c h  t a k e  i n t o  a c c o u n t  
t h e  c o n g r e s s i o n a l  a c t i o n  on a p p r o p r i a t i o n s  and  l e g i s l a t i o n  a s  w e l l  a s  
o t h e r  d e v e l o p m e n t s  s i n c e  t he  J a n u a r y  b u d g e t  w a s  i s s u e d .  T h e s e  r e v i s e d  
e s t i m a t e s  a r e  c o m p a r e d  w i t h  t h e  a c t u a l  r e s u l t s  f o r  t h e  f o u r  f i s c a l  y e a r s  
1 9 5 3 - 1 9 5 6  i n c l u s i v e ,  and  w i t h  t he  o r i g i n a l  e s t i m a t e s  f o r  1957,  w h i c h  
w e r e  t r a n s m i t t e d  to  t he  C o n g r e s s  l a s t  J a n u a r y .  

Now,  t h i s  b u d g e t  s u m m a r y  h e r e ,  C h a r t  2, p a g e  13, s h o w s  t he  g e n e r a l  
t r e n d  f o r  t h e  f i v e - y e a r  p e r i o d .  E x p e n d i t u r e s  b a c k  in  1953 w e r e  $ 7 4 . 3  
b i l l i o n ,  j u s t  u n d e r  $75 b i l l i o n .  T h e y  d e c l i n e d ,  a s  y o u  s e e ,  to  a b o u t  
$65 b i l l i o n ,  and  h a v e  i n c r e a s e d  a g a i n .  T h e y  a r e  e s t i m a t e d  a t  $69.  1 
b i l l i o n  f o r  1957.  R e c e i p t s  w e r e  $ 6 4 . 8  b i l l i o n ,  j u s t  b e l o w  $65 b i l l i o n ,  
a t  t he  o u t s e t  in  1953, and  t h e y  a r e  a n t i c i p a t e d  to  a m o u n t  t o  $ 6 9 . 8  b i l l i o n  
in  1957.  T h e  s h a r p  d ip  d o w n  to  $60 b i l l i o n  in t he  f i s c a l  y e a r  1955 w a s  
i m m e d i a t e l y  a f t e r  t h e  t ax  cu t .  

T h e s e  i n c o m e s  a r e  v e r y  w e l l  d i s t r i b u t e d  t h r o u g h o u t  the  c o u n t r y ,  
m o r e  e v e n l y  t h a n  e v e r  b e f o r e  i n  o u r  h i s t o r y .  

In  1953 t he  b u d g e t  e x p e n d i t u r e s  w e r e  25 p e r c e n t  of t he  n a t i o n a l  
i n c o m e .  In  1957 t h e y  a r e  e s t i m a t e d  to b e  20 p e r c e n t ,  r e f l e c t i n g  b o t h  
the  d e c r e a s e  in  e x p e n d i t u r e s  a n d  t h e  i n c r e a s e  i n  n a t i o n a l  i n c o m e .  

T u r n i n g  now to the  n e x t  c h a r t ,  C h a r t  3, p a g e  14, we s e e  t he  m o s t  
i m p o r t a n t  f e a t u r e s  m a k i n g  up  the  t o t a l  b u d g e t .  T h r e e - f i f t h s  of  t he  t o t a l ,  
$ 4 0 . 8  b i l l i o n ,  w i l l  go f o 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 .  T h e s e  
p r o g r a m s  i n c l u d e  t he  m i l i t a r y  f u n c t i o n s  of  t he  D e p a r t m e n t  of D e f e n s e ,  
the  m i l i t a r y  p o r t i o n  of  t h e  M u t u a l  S e c u r i t y  P r o g r a m ,  A t o m i c  E n e r g y ,  
s t o c k p i l i n g ,  a n d  d e f e n s e  p r o d u c t i o n  e x p a n s i o n .  Of t he  $ 4 0 . 8  b i l l i o n  
e s t i m a t e d  f o r  t h e s e  f o u 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 ,  $36 b i l l i o n  
w i l l  b e  f o r  t he  A r m e d  F o r c e s .  T h i s  i s  s o m e  $300 m i l l i o n  m o r e  t h a n  
w a s  a c t u a l l y  s p e n t  t h i s  p a s t  y e a r  in  1956, w h i c h  in t u r n  w a s  $15.0 m i l l i o n  
m o r e  t h a n  in  1955.  

E x p e n d i t u r e  i n c r e a s e s  f o r  1957 o v e r  195-6 a r e  e s t i m a t e d  f o r  o p e r a -  
t i o n  and  m a i n t e n a n c e ,  r e s e r v e  c o m p o n e n t s ,  r e s e a r c h  and  d e v e l o p m e n t ,  
and  r e t i r e d  p a y .  O p e r a t i o n  and  m a i n t e n a n c e  c o s t s  a r e  i n c r e a s i n g  due 
to the  g r o w i n g  n u m b e r  of  c o m p l e x  n e w  w e a p o n s .  D e s p i t e  s a v i n g s  f r o m  
i m p r o v e d  e f f i c i e n c y ,  t h e s e  c o s t s  c a n  be  e x p e c t e d  to  c o n t i n u e  r i s i n g  as  
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m o r e  m o d e r n  e q u i p m e n t  i s  p l a c e d  in  t h e  h a n d s  of  o u r  m i l i t a r y  f o r c e s .  
C o n t i n u e d  e m p h a s i s  i s  b e i n g  g i v e n  to  t h e  r e s e r v e  c o m p o n e n t s .  I n  t he  
f i s c a l  y e a r  1957 e x p e n d i t u r e s  f o r  t h i s  p u r p o s e  a r e  e s t i m a t e d  to  b e  
abou t  $200 m i l l i o n  h i g h e r  t h a n  in  1956, and  m o r e  t h a n  t w i c e  the  a m o u n t  
s p e n t  i n  1953.  

M i l i t a r y  r e s e a r c h  and  d e v e l o p m e n t  w i l l  h a v e  t he  h i g h e s t  e x p e n d i -  
t u r e s  in  o u r  h i s t o r y ,  r e f l e c t i n g  e m p h a s i s  on  g u i d e d  m i s s i l e  and  a i r -  
c r a f t  d e v e l o p m e n t .  As  S e c r e t a r y  M c N e i l  p r o b a b l y  t o l d  y o u ,  he  h a s  
e s t i m a t e d  t h a t  r e s e a r c h  and  d e v e l o p m e n t  w i l l  t o t a l  o v e r  $5 b i l l i o n ,  i n -  
c l u d i n g  p r o c u r e m e n t  of t e s t  w e a p o n s  b u t  no t  p r o c u r e m e n t  f o r  s t o c k .  

M a j o r  p r o c u r e m e n t  a n d  p r o d u c t i o n  e x p e n d i t u r e s  in  1957 a r e  e s -  
t i m a t e d  a t  $ 1 1 . 8  b i l l i o n .  In l i ne  w i t h  t he  p o l i c y  of  m o d e r n i z i n g  o u r  
f o r c e s ,  t h e  t y p e s  of  i t e m s  p r o c u r e d  a r e  c o n t i n u i n g  to  c h a n g e .  G u i d e d  
m i s s i l e  e x p e n d i t u r e s  w i l l  i n c r e a s e  m a r k e d l y ,  w h i l e  t h o s e  f o r  c o n v e n -  
t i o n a l  a m m u n i t i o n  and  s u p p o r t  v e h i c l e s  w i l l  d e c l i n e .  

M i l i t a r y  c o n s t u r c t i o n  e x p e n d i t u r e s  of abou t  $2 b i l l i o n  w i l l  p r o v i d e  
f o r  f u r t h e r  e x p a n s i o n  of f a c i l i t i e s  f o r  c o n t i n e n t a l  d e f e n s e ,  a i r c r a f t  
w a r n i n g  s y s t e m s ,  and  g u i d e d  m i s s i l e s .  T h e y  w i l l  a l s o  c o v e r  c o n v e r -  
s i o n  of  e x i s t i n g  a i r  b a s e s  o r  c o n s t r u c t i o n  at  n e w  b a s e s  to  a c c o m m o d a t e  
B - 5 2  b o m b e r s .  C o n s t r u c t i o n  w i l l  be  p r o c e e d i n g  a t  o v e r  600 l o c a t i o n s  
t h r o u g h o u t  t he  w o r l d ,  w i t h  t w o - t h i r d s  of  t he  p r o j e c t s  c o s t i n g  o v e r  
$1 m i l l i o n  e a c h  t h i s  y e a r .  J u s t  s t o p  and  t h i n k  w h a t  t h a t  m e a n s - - o v e r  
a m i l l i o n  d o l l a r s  s p e n t  in  400 d i f f e r e n t  l o c a t i o n s  t h r o u g h o u t  t he  w o r l d .  

E x p e n d i t u r e s  f o r  m i l i t a r y  e q u i p m e n t  and  t r a i n i n g  f o r  o t h e r  c o u n t r i e s  
d u r i n g  the  f i s c a l  y e a r  1957 w i l l  c o n t i n u e  at  a b o u t  t he  s a m e  l e v e l  a s  
1 9 5 6 - - $ 2 . 5  b i l l i o n .  

A t o m i c  E n e r g y  e x p e n d i t u r e s - - w h i c h ,  by  t h e  way ,  a r e  l a r g e l y  f o r  
t he  b e n e f i t  of  o u r  d e f e n s e - - a r e  e s t i m a t e d  to  r i s e  m o r e  t h a n  $300 m i l l i o n ,  
b r i n g i n g  t he  t o t a l  to  n e a r l y  $2 b i l l i o n .  

T h e  f o u r t h  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 o c k p i l i n g  and  d e -  
f e n s e  p r o d u c t i o n  e x p a n s i o n - - w i l l  h a v e  l o w e r  n e t  e x p e n d i t u r e s  t h a n  in  
1956, p r i m a r i l y  b e c a u s e  s e v e r a l  l a r g e  o u t s t a n d i n g  l o a n s  a r e  e x p e c t e d  
to be  p a i d .  S i n c e  we  a r e  d e a l i n g  w i t h  a p r o g r a m  t h a t  h a s  r e c e i p t s  a n d  
e x p e n d i t u r e s ,  c a p i t a l  i t e m s  and  l o a n s  a r e  i n c l u d e d  u n d e r  g r o s s  e x p e n d i -  
t u r e s ;  s a l e s  a n d  l o a n  r e p a y m e n t s  a s  a d e d u c t i o n  f r o m  g r o s s  e x p e n d i -  
t u r e s .  T h e  f i g u r e s  in  t he  M i d y e a r  R e v i e w  a r e  n e t  e x p e n d i t u r e s  i n  t he  
c a s e  of  t h e  d e f e n s e  p r o d u c t i o n  e x p a n s i o n  g o a l s .  

15 



T h e  b u d g e t a r y  a p p r o a c h  has  b e e n  s e l e c t i v e  d u r i n g  the  p a s t  s e v e r a l  
y e a r s .  The  e x p e n d i t u r e s  f o r  s o m e  p r o g r a m s  h a v e  b e e n  r e d u c e d ,  whi le  
o t h e r s  have  b e e n  i n c r e a s e d  to the  h i g h e s t  l e v e l s  in o u r  h i s t o r y .  T h u s  
we h a v e  b e e n  ab le  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  o u r  t o t a l  
d e f e n s e  e x p e n d i t u r e s .  

One  r e a s o n  f o r  th i s  r e d u c t i o n  is  t ha t  we h a v e  s e t  a s i d e  the  f o r m e r  
c o n c e p t  of a f i x e d  da te  of m a x i m u m  d a n g e r .  U n d e r  t h i s  c o n c e p t ,  as 
you  know, m i l i t a r y  p l a n n i n g  was  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  f o r  e a c h  s u c c e s s i v e  da te  s e l e c t e d .  T h i s  w a s  an e x t r e m e l y  c o s t l y  
p r o c e s s ,  w h i c h  m a d e  it i m p o s s i b l e  to p l a n  on a m o r e  s t a b l e ,  l o n g - t e r m  
b a s i s .  

T h e  i n t r o d u c t i o n  of new w e a p o n s  and  new t e c h n i q u e s  has  e n a b l e d  
us  to m a k e  g r e a t e r  u s e  of s c i e n c e  and  t e c h n o l o g y ;  the  l e s s e n e d  n e e d  
f o r  l a r g e  n u m b e r s  of m e n  has  t hus  m a d e  it  p o s s i b l e  to r e d u c e  e x -  
p e n d i t u r e s .  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  thp 
g r o w i n g  s t r e n g t h  of o u r  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 ,  
tha t  i 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 o u r  r e s e r v e  f o r c e s .  
And  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  c o m e  f r o m  m o r e  o r d e r l y  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 ,  and  f r o m  r e d u c t i o n  of d u p l i c a -  
t ion .  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  to  f ind  w h e r e  m o r e  
s a v i n g s  c a n  be  a c h i e v e d  wi thou t  j e o p a r d y  to o u r  s e c u r i t y .  

One  of the  i m p o r t a n t  p a r t s  of t ha t  a c t i v i t y ,  I th ink ,  c o n s i s t s  of 
b e t t e r  a c c o u n t i n g ,  b e t t e r  m a n a g e m e n t  c o n t r o l  and  b e t t e r  i n v e n t o r y  
c o n t r o l .  If we c o u l d  ge t  the C o n g r e s s  to adopt  the  c h a n g e o v e r  of 
a p p r o p r i a t i o n s  to an e x p e n d i t u r e  b a s i s ,  I t h ink  tha t  t h e r e  wou ld  be  
b e t t e r  c o n t r o l  of e x p e n d i t u r e s  and  s o m e  s i m p l i f i c a t i o n  of a g e n c y  a c c o u n t -  
ing.  

R e m a r k a b l e  p r o g r e s s  has  b e e n  m a d e  in  m a n y  a r e a s  in the  l a s t  f ew  
y e a r s .  The  A r m y ,  as  you  know, h a s  d e v e l o p e d  f i n a n c i a l  a c c o u n t i n g  f o r  
i t s  w o r l d w i d e  i n v e n t o r y . .  T h a t  w i l l  not  only  e n a b l e  b e t t e r  c o n t r o l ,  but  
wi l l  p r e v e n t  a c c u m u l a t i o n s  of e x c e s s  i n v e n t o r y  in  one p l a c e  whi le  the  
s a m e  i t e m s  a r e  b e i n g  c u r r e n t l y  p r o c u r e d  in a n o t h e r  p l a c e .  

Abou t  25 p e r c e n t  of the  m i l i t a r y  b u d g e t  in 1957 w e n t  to the  A r m y ,  
about  27  o r  28 to the Navy,  and  b e t w e e n  47 and  48 p e r c e n t  to  the  A i r  
F o r c e .  T h e s e  p e r c e n t a g e s  a r e  not  a r b i t r a r y .  T h e y  h a v e n ' t  n e c e s s a r i l y  
m a d e  any  of the s e r v i c e s  happy ,  not  e v e n  the  A i r  F o r c e ;  but  t h e y  do r e -  
f l e c t  a s e r i o u s  e f f o r t  to d e t e r m i n e  p r i o r i t i e s ,  to c o n c e n t r a t e  on the  m o s t  
u r g e n t  r e q u i r e m e n t s ,  and  to p r o c e e d  in a c c o r d a n c e  wi th  an a p p r o v e d  
~ v e r a l l  p lan .  

\ 
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C o m i n g  b a c k  to  the  c h a r t  w h i c h  s h o w s  w h e r e  b u d g e t  e x p e n d i t u r e s  
go,  C h a r t  3, p a g e  14, y o u  s e e  t h a t  t he  s e c o n d  l a r g e s t  c a t e g o r y ,  a f t e r  
m a j o r  n a t i o n a l  s e c u r i t y ,  i s  i n t e r e s t ,  w h i c h  i s  e s t i m a t e d  to  t a k e  $ 7 . 2  
b i l l i o n  o r  a b o u t  10 c e n t s  of e v e r y  t a x  d o l l a r .  T h o s e  e x p e n d i t u r e s  a r e  
e x p e c t e d  to  r i s e ,  d e s p i t e  t h e  r e d u c t i o n  in the  n a t i o n a l  deb t ,  b e c a u s e  
of  h i g h e r  i n t e r e s t  r a t e s .  

Now,  t h e r e  i s  a d e m a n d  f r o m  the  o p p o s i t i o n  a r b i t r a r i l y  to  r e d u c e  
the  i n t e r e s t  r a t e .  T h a t  c o u l d  be  done ,  a n d  i t  h a d  b e e n  done  f o r  a n u m b e r  
o f  y e a r s ,  b u t  t he  r e s u l t  i s  i n f l a t i o n .  In  o t h e r  w o r d s ,  so  l o n g  a s  you  h a v e  
a g r e a t e r  d e m a n d  f o r  m o n e y  t h a n  you  h a v e  a s u p p l y  of m o n e y ,  i n t e r e s t  
r a t e s  t e n d  to r i s e .  I f  you  k e e p  t h e m  a r b i t r a r i l y  low,  the  o n l y  w a y  you  
c a n  a c c o m p l i s h  i t  i s  e i t h e r  b y  p r i n t i n g  m o n e y  o r  b y  e x t e n d i n g  c r e d i t ;  
a n d  t h a t  m a k e s  t he  v a l u e  of  m o n e y  go down .  S e c r e t a r y  H u m p h r e y ,  I 
b e l i e v e ,  w i l l  be  t a l k i n g  to  you  abou t  o u r  d e b t - m a n a g e m e n t  p o l i c y ,  and  
wi l l ,  I a m  s u r e ,  go  i n to  t h a t  m o r e  t h o r o u g h l y .  

E x p e n d i t u r e s  f o r  a g r i c u l t u r e ,  t he  n e x t  b i g  i t e m ,  and  f o r  v e t e r a n s  
h a v e  b o t h  b e e n  r i s i n g .  If  we c a n  g r a d u a l l y  s u c c e e d  in  a d j u s t i n g  a g r i -  
c u l t u r a l  p r o d u c t i o n  to  d e m a n d ,  so  t h a t  t h i s  i m p o r t a n t  s e g m e n t  of o u r  
e c o n o m y  c a n  g e t  a f a i r e r  s h a r e  of  t h e  t o t a l  n a t i o n a l  i n c o m e  t h r o u g h  
n o r m a l  m a r k e t  o p e r a t i o n s ,  G o v e r n m e n t  e x p e n d i t u r e s  f o r  a g r i c u l t u r e  
s h o u l d  d e c l i n e  in  the  f u t u r e .  We h o p e  the  s o i l  b a n k  a n d  the  f l e x i b l e  
s u p p o r t  p r i c e s  w i l l  h e l p  in  t h a t  d i r e c t i o n .  E x p e n d i t u r e s  f o r  v e t e r a n s '  
b e n e f i t s ,  on  the  o t h e r  h a n d ,  w i l l  c o n t i n u e  to  i n c r e a s e  u n d e r  e x i s t i n g  
l a w s  as  t he  age  of the  v e t e r a n  p o p u l a t i o n  i n c r e a s e s  and  m o r e  v e t e r a n s  
b e c o m e  e l i g i b l e  f o r  c o m p e n s a t i o n  and  p e n s i o n s .  As  you d o u b t l e s s  know,  
t h e r e  a r e  o v e r  21 m i l l i o n  v e t e r a n s  t o d a y .  

A l l  o t h e r  e x p e n d i t u r e s  of t he  F e d e r a l  G o v e r n m e n t ,  t he  l a s t  i t e m ,  
w i l l  t a k e  $ 1 0 . 6  b i l l i o n  in  1957.  T h e s e  e x p e n d i t u r e s  c o v e r  o u r  a c t i v i t i e s  
in  t he  i n t e r n a t i o n a l  f i e ld ,  in  l a b o r  and  w e l f a r e ,  n a t u r a l  r e s o u r c e s ,  c o m -  
m e r c e ,  h o u s i n g ,  and  g e n e r a l  g o v e r n m e n t .  You  w i l l  f i n d  m o r e  d e t a i l s  
in  t h a t  M i d y e a r  R e v i e w .  Bu t ,  a s  w i t h  t he  n a t i o n a l  s e c u r i t y  p r o g r a m s ,  
s e l e c t i v e  i n c r e a s e s  a n d  d e c r e a s e s  h a v e  b e e n  m a d e  in t h e s e  d o m e s t i c  
civil p r o g r a m s  d u r i n g  t h e  l a s t  t h r e e  y e a r s .  

T h e  l e g i s l a t i v e  and  j u d i c i a r y  t o g e t h e r ,  t h a t  i s ,  C o n g r e s s  and  a l l  
of  o u r  l aw c o u r t s  t h r o u g h o u t  the  c o u n t r y  t h a t  a r e  f i n a n c e d  b y  the  F e d e r a l  
G o v e r n m e n t ,  t o g e t h e r  w i l l  t a k e  $161 m i l l i o n  d u r i n g  t h i s  n e x t  y e a r .  T h e  
S t a t e  D e p a r t m e n t ,  w i t h  a l l  of o u r  e m b a s s i e s  a n d  c o n s u l a t e s  t h r o u g h o u t  
t h e  w o r l d ,  w h i c h  i s  e n d e a v o r i n g  to  k e e p  t h e  p e a c e  s o  t h a t  we w o n ' t  h a v e  
to  u s e  o u r  M i l i t a r y  E s t a b l i s h m e n t ,  i s  c o s t i n g  $178 m i l l i o n .  A n d  in  t h i n k -  
i ng  of t h o s e  f i g u r e s ,  w h i c h  a r e  h i g h  in t h e m s e l v e s ,  l e t ' s  r e m e m b e r  t h a t  

17 



the  D e p a r t m e n t  of D e f e n s e  is  s p e n d i n g  about  $100 m i l l i o n  a d a y  and  tha t  
t o t a l  a n n u a l  e x p e n d i t u r e s  b e f o r e  W o r l d  W a r  I - - a n d  tha t  d a t e s  to  the  
C i v i l  W a r - - w e r e  l e s s  t h a n  a w e e k ' s  e x p e n d i t u r e s  on the  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 o d a y .  

In  c o n c l u s i o n  l e t  m e  s a y  tha t  t h e r e  is  t e r r i f i c  c o m p e t i t i o n  f o r  e a c h  
d o l l a r  of i n c o m e ,  w h e t h e r  it is in  a m a n ' s  p a y  c h e c k  o r  in the  G o v e r n -  
m e n t ' s  t ax  r o l l .  I n d i v i d u a l l y  we t r y  to  b a l a n c e  the  d e m a n d s  of o u r  
s t o m a c h ,  of o u r  body ,  of  o u r  f a m i l y ,  of the  c o m m u n i t y ,  and  of  the  
F e d e r a l  G o v e r n m e n t .  So in  the  G o v e r n m e n t ,  the  B u r e a u  of the  B u d g e t  
a t t e m p t s  to b a l a n c e  the  c o n f l i c t i n g  d e m a n d s  on the  t a x  d o l l a r .  

T h e  D e p a r t m e n t  of C o m m e r c e  a s k s  f o r  m o r e  F e d e r a l  f unds  f o r  
s h i f t s  in a i r w a y s  c o n s t r u c t i o n  and  f o r  o p e r a t i n g  s u b s i d i e s  to  new s h i p -  
p ing  l i n e s  and  a i r l i n e s ,  w h i c h  t h e y  c l a i m  wi l l  be  n e c e s s a r y  f o r  r e s e r v e  
p r o t e c t i o n  in  c a s e  of w a r .  The  D e p a r t m e n t  of Hea l t h ,  E d u c a t i o n  and  
W e l f a r e  d e m a n d s  m o r e  funds  f o r  h e a l t h  i n s t i t u t e s ,  f o r  r e s e a r c h ,  t r e a t -  
m e n t  of h e a r t  a i l m e n t s ,  c a n c e r ,  and  m a n y  o t h e r  t h ings .  T h e y  po in t  
ou t  the  s u c c e s s  we  a r e  h a v i n g  in wip ing  out  TB and r e d u c i n g  the  d r e a d  
d i s e a s e  of i n f a n t i l e  p a r a l y s i s .  T h e y  s a y  tha t  it i s  m o r e  i m p o r t a n t  to 
h a v e  a h e a l t h y  p o p u l a t i o n  t h a n  it i s  to d e v e l o p  s o m e  of the  p r o g r a m s  
f o r  w h i c h  the  o t h e r  d e p a r t m e n t s  a r e  a sk ing .  

Wi th  o u r  i n c r e a s i n g  popu la t i on ,  we h a v e  a s e r i o u s  s h o r t a g e  of 
s c h o o l s  and  t e a c h e r s .  T h e r e  was  a lot  of d i s c u s s i o n  about  t ha t  in  
C o n g r e s s  th i s  l a s t  y e a r .  The  F e d e r a l  G o v e r n m e n t  is b e i n g  u r g e d  to 
s t e p  in  w i th  g r a n t s  and  o t h e r  i n c e n t i v e s  to  he lp  t he  t owns  and  c i t i e s  
bu i l d  up to the  n e e d e d  r e q u i r e m e n t s .  T h e y  s a y  tha t  a p o p u l a t i o n  w i t h o u t  
e d u c a t i o n  is  not  go ing  to be ab le  to s u s t a i n  o u r  e c o n o m y  o r  c o n t r i b u t e  
to o u r  d e f e n s e .  

E a c h  of t h e s e  s e r v i c e s ,  as  you  know, has  m a n y  n e e d s  and  d e s i r e s  
t ha t  a r e  not  f i l l e d - - e a c h  of the  c i v i l  s e r v i c e s ,  as  w e l l  as the  m i l i t a r y .  
The  n e w e r  d e v e l o p m e n t s  in m i s s i l e s ,  w a r n i n g  d e v i c e s ,  a t o m i c  r e a c t o r s ,  
and  w e a p o n s  a r e  a l l  c o m p e t i t i v e  f o r  t he  t a x  d o l l a r .  At  t he  s a m e  t i m e  
the  d e m a n d  f o r  t ax  r e d u c t i o n s  g r o w s .  So tha t  b e f o r e  long  the  F e d e r a l  
G o v e r n m e n t  m a y  have  to r e l i n q u i s h  p a r t  of i t s  p r e s e n t  t ake  out  of the  
w e e k l y  p a y  e n v e l o p e .  

I t  is  not  an  e a s y  p r o b l e m .  You s h o u l d  s y m p a t h i z e  wi th  the  B u d g e t  
B u r e a u  in i t s  e f f o r t s  to s t r i k e  a f a i r  b a l a n c e  b e t w e e n  t h e s e  m a n y  de -  
m a n d s  and  s u b m i t  to the  P r e s i d e n t  and  h i s  C a b i n e t  an o v e r a l l  b a l a n c e d  
p r o g r a m .  It  is ,  of c o u r s e ,  the  P r e s i d e n t ' s  f i n a l  d e c i s i o n  as  to  w h a t  the  
b u d g e t  c o n t a i n s ,  and we a r e  a l l  t r y i n g  to he lp  h i m  r e a c h  a s o u n d  and  
e f f e c t i v e  d e c i s i o n .  
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D e f e n s e  w i l l  a l w a y s  h a v e  an i m p o r t a n t  p l a c e  in  o u r  b u d g e t  p l a n -  
n ing .  E v e n i f w e  s h o u l d  h a v e  s u c c e s s  in  f i n a l  a g r e e m e n t  on s o m e  of the  
d i f f e r e n c e s  wi th  the  Sov i e t s ,  y o u r  s t u d i e s  a r e  no t  go ing  to be  w a s t e d .  
We a r e  no t  go ing  to  be  c a u g h t  a f o u r t h  t i m e  in a s t a t e  of d i s a r m a m e n t .  
O u r  f o r c e s  u n d e r  a r m s ,  the  r e s e r v e  p r o g r a m ,  d e f e n s e  p r o d u c t i v e  
c a p a c i t y ,  o u r  s t o c k s  of w e a p o n s  a n d  a r m a m e n t  a r e  a d e q u a t e  t o d a y  and  
s u p e r i o r  in  p e r f o r m a n c e  to  t h o s e  of any  o t h e r  na t ion .  O u r  r e s e a r c h  
and  d e v e l o p m e n t  wi l l  s e e  tha t  we keep  in f r o n t  in  t e c h n o l o g y  and  a l l  
the  n e w e s t  i n v e n t i o n s .  But  we m u s t  not  l o se  s igh t  of the  o v e r a l l  b a l a n c e  
in  a l l  of  the  a r e a s .  I t h ink  tha t  is  the  m e s s a g e  t h a t  I wou ld  l ike  y o u  to 
k e e p  in  m i n d  p a r t i c u l a r l y .  

I ~rn not  go ing  to  s p e a k  any  l o n g e r ,  b e c a u s e  I t h i n k  p e r h a p s  i t  
wou ld  be  m o r e  i n t e r e s t i n g  f o r  you  to  a s k  q u e s t i o n s .  I t h a n k  you .  

C O L O N E L  LACKAS:  We a r e  p r e p a r e d  to r e c e i v e  y o u r  q u e s t i o n s  
nOW. 

QUESTION:  Si r ,  I know tha t  it  i s  p o l i t i c a l l y  u n w i s e  to  add  to the  
b u d g e t  a n y t h i n g  tha t  i n c r e a s e s  p o t e n t i a l  t a x a t i o n .  One  of  the  r e c e n t  
a d m i n i s t r a t i o n  s p e a k e r s  s e e m e d  to t h ink  tha t  we s h o u l d  a d d  an  i t e m  
to the  b u d g e t  to  o f f s e t  a n n u a l l y  on a f i x e d  b a s i s  the  pub l i c  deb t .  In 
v i e w  of the  i n t e r e s t  tha t  we a r e  pay ing ,  c a n  you give  any  r e a s o n s  o t h e r  
t h a n  the  p o l i t i c a l  a s p e c t s  f o r  not  i n c l u d i n g  e a c h  y e a r  in the  b u d g e t  a 
s p e c i f i c  a m o u n t  to be  a pp l i e d  to the  F e d e r a l  deb t7  

MR.  B R U N D A G E :  Wel l ,  the  i n t e n t  i s  to b a l a n c e  the  b u d g e t  f i r s t ,  
so  t h a t  we wi l l  be  ab le  to t ake  c a r e  of a l l  of ou r  c u r r e n t  e x p e n d i t u r e s  
and  not  i n c r e a s e  the  deb t .  I hope  tha t  e v e n t u a l l y ,  i f  we c a n  k e e p  up 
the  p r e s e n t  t r e n d ,  we wi l l  be  ab le  to  put  s o m e t h i n g  a s i d e  e v e r y  y e a r .  
S e n a t o r  B y r d  is  v e r y  anx ious  to h a v e  us  i n c l u d e  a d e f i n i t e  a m o u n t  in 
the  b u d g e t .  

Bu t  in c o r p o r a t e  a c c o u n t i n g  you don ' t  u s u a l l y  i n c l u d e  the  r e d u c t i o n  
of deb t  in y o u r  o r d i n a r y  o p e r a t i n g  s t a t e m e n t .  You h a v e  y o u r  r e c e i p t s  
and  e x p e n d i t u r e s ,  and  debt  r e d u c t i o n  i s  s h o w n  in  y o u r  a p p l i c a t i o n  of 
f u n d s  s t a t e m e n t .  In o t h e r  w o r d s ,  in b u s i n e s s ,  you  have  a c e r t a i n  
a m o u n t  of d e p r e c i a t i o n ,  w h i c h  d o e s n ' t  r e p r e s e n t  c a s h  ou t l ay ,  you  h a v e  
a c e r t a i n  a m o u n t  of p r o f i t  l e f t  o v e r  a f t e r  y o u r  c u r r e n t  d i v i d e n d s  a r e  
pa id .  And  t h o s e  two a m o u n t s  a r e  y o u r  c a s h  r e s o u r c e s  tha t  c a n  be  
a p p l i e d  e i t h e r  to a r e d u c t i o n  of debt  o r  to an  i n c r e a s e  in y o u r  c a p i t a l  
e x p e n d i t u r e s  o r  an  i n c r e a s e  in  y o u r  w o r k i n g  c a p i t a l .  
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We h a v e  the s a m e  i d e a  bu t  w i t h o u t  a fund s t a t e m e n t  in the  F e d e r a l  
b u d g e t .  We do p r o d u c e  a s t a t e m e n t  i n d i c a t i n g  wha t  s u r p l u s  we  e x p e c t  
to  h a v e  and  a n o t h e r  s h o w i n g  how we e x p e c t  to  a p p l y  i t .  We j u s t  do not  
i n c l u d e  the r e d u c t i o n  in deb t  as  an e x p e n d i t u r e ,  o r  an i n c r e a s e  in b o r -  
r o w i n g  a s  a r e c e i p t .  

QUESTION: Wrhat opportunity, if any, is afforded an incoming 
administration between the date of the election and next January to 
recap the budget in the light of its divergences with the outgoing ad- 
ministration ? 

MR. B R U N D A G E :  I w o u l d  a s s u m e  tha t  the  P r e s i d e n t  w o u l d  do 
wha t  P r e s i d e n t  T r u m a n  did and i n v i t e  the  p r o p o s e d  a p p o i n t e e  of  the  
new  P r e s i d e n t  to c o m e  in  and w o r k  wi th  the  B u r e a u  of  the  B u d g e t .  I 
know tha t  J o e  D o d g e ,  who w a s  s e l e c t e d  b y  P r e s i d e n t  E i s e n h o w e r  on 
h i s  e l e c t i o n  to  b e  h is  n ew  B u d g e t  D i r e c t o r ,  c a m e  down to  W a s h i n g t o n  
l a t e  in N o v e m b e r ,  and a l l  the  f i g u r e s  w e r e  m a d e  a v a i l a b l e  to  h i m .  It 
wou ld  p r o b a b l y  be  i m p o s s i b l e  f o r  the  B u d g e t  D i r e c t o r  d e s i g n a t e  to  in -  
c o r p o r a t e  h i s  c o n c e p t s  in the  a c t u a l  b u d g e t  d o c u m e n t ,  bu t  he w o u l d  b e  
ab l e  to w o r k  on it and b e  f a m i l i a r  w i th  it, so  tha t  a d j u s t m e n t s  c o u l d  
b e  m a d e  wi th in  the  nex t  f ew m o n t h s .  T h e r e  w o u l d  t h e n  b e  a s a v i n g  of  
a t  l e a s t  two  m o n t h s  t i m e .  

We b e n e f i t e d  f r o m  s u c h  a p r o c e d u r e .  The  p r e s e n t  a d m i n i s t r a t i o n  
w e n t  o v e r  the  1954 b u d g e t  w h i c h  had  b e e n  s u b m i t t e d  b y  P r e s i d e n t  T r u -  
m a n  in J a n u a r y ,  1953 v e r y  c a r e f u l l y  and the a c t u a l  o b l i g a t i o n a l  a u t h o r i t y  
a n a c t e d  w a s  a b o u t  $9 b i l l i o n  l e s s  than  the p r o p o s e d  b u d g e t .  

Q U E S T I O N :  We a r e  go ing  t h r o u g h  a p e r i o d  now in w h i c h  we h a v e  
to d e v e l o P  n ew  a i r p l a n e s  and  new  m i s s i l e s  s o m e t i m e s  f o r  the  s a m e  
m i s s i o n  o r  f o r  u n f o r s e e n  a s p e c t s  of a m i s s i l e .  At the  s a m e  t i m e  b o t h  
t h e s e  i t e m s  a r e  i n c r e a s i n g  in c o s t  c o n s t a n t l y .  I f a i l  to s e e  how w e  
c a n  f i n a n c e  t h e s e  e x p e n d i t u r e s  wi th  a r e d u c t i o n  in o u r  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  of  $10 b i l l i o n .  W o u l d  you  c a r e  to  c o m m e n t  on t h a t ?  

MR. B R U N D A G E :  A r e d u c t i o n  of $10 b i l l i on ,  you  s a y ?  

Q U E S T I O N :  F r o m  1953 to  1957 t h e r e  is  a r e d u c t i o n  of $10 b i l l i o n  
in o u r  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 .  

MR. B R U N D A G E :  I h a v e n ' t  h e a r d  of any  f u r t h e r  r e d u c t i o n  of  $10 
b i l l i o n  p r o p o s e d .  You  m e a n  you  f a i l  to s e e  how we c a n  ho ld  it at  the  
p r e s e n t  l e v e l ?  Is  tha t  wha t  you  m e a n ?  
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QUESTION:  No. The  e x p e n d i t u r e s  i n c l u d e d  in  the  b a l a n c e d  budge t ,  
wh ich  c a m e  abou t  b y  a r e d u c t i o n  in  o u r  m i l i t a r y  e x p e n d i t u r e s .  I don ' t  
s e e  how we c a n  do th i s  wi th  the  i n c r e a s i n g  c o s t s .  

MR.  B R U N D A G E :  You m e a n  how you  cou ld  c o n t i n u e  to r e d u c e  i t ?  
O r  do you  m e a n ,  to  c a r r y  it at  the  p r e s e n t  l e v e l ?  

QUESTION:  C a r r y  it  at  the  p r e s e n t  l e v e l .  

MR.  B R U N D A G E :  I t h i n k  it c a n  on ly  be a c c o m p l i s h e d  by  m o r e  
e f f i c i e n t  o p e r a t i o n ,  by  c h a n g e s .  If you  have  a w ing  of B - 5 2 ' s ,  w h i c h  
is  now c o m p o s e d  of 45 p l a n e s ,  wi th  a d e s t r u c t i v e  p o w e r  e n o r m o u s l y  
g r e a t e r  t h a n  a w ing  of B - 3 6 ' s  of 30 p l a n e s ,  w h i c h  we t hough t  w a s  the  
l a t e s t  w o r d  and  the  m o s t  d e v a s t a t i n g  th ing  when  t h e y  w e r e  f i r s t  put  in 
o p e r a t i o n  a f ew y e a r s  ago,  I t h i n k  tha t  you  c a n  a d j u s t  s o m e  of y o u r  
o t h e r  p l a n s .  I t h ink  tha t  is  the on ly  w a y  in wh ich  it  c o u l d  be  a c c o m p -  
l i s h e d .  I t h ink  i t ' s  the  w a y  in w h i c h  y o u ' v e  got to a c c o m p l i s h  i t .  T h e  
s a m e  way ,  if  you  h a v e  a s u b m a r i n e  wi th  a t o m i c  p o w e r  tha t  c a n k e e p  
go ing  f o r  t h r e e  m o n t h s  w i thou t  r e f u e l i n g  and  c a n  c o n t a i n  a t o m i c  d e v i c e s  f o r  
a t t a c k  on o t h e r  s h i p s  o r  e v e n  on l and  b a s e s ,  i t  s e e m s  to m e  tha t  we 
d o n ' t  n e e d  as  m a n y  of the  old s u b m a r i n e s ,  w h i c h  w e r e  s m a l l e r  in s i z e ,  
d i d n ' t  h a v e  the  c a p a c i t y ,  and  n o t h i n g  l ike  the  d e s t r u c t i v e  f o r c e  o r  e v a d -  
ing ab i l i t y .  

QUESTION:  In v i e w  of the d i f f i c u l t y  in g e t t i n g  the  b u d g e t  t o g e t h e r  
and  g e t t i n g  i t  t h r o u g h  C o n g r e s s ,  and  the  d e s i r a b i l i t y  of h a v i n g  a l o n g e r  
p e r i o d  of e f f e c t i v e  t i m e  f o r  the a p p l i c a t i o n  of  any  g iven  budge t ,  h a v e  
you  g iven  any  though t  on t r y i n g  to s e l l  C o n g r e s s  on the i d e a  of a b i e n n i a l  
b u d g e t  f o r  the  d u r a t i o n  of a g iven  C o n g r e s s ?  I know tha t  C o n g r e s s  wou ld  
not  wan t  to c o m m i t  i t s e l f  f o r  wha t  a f u t u r e  C o n g r e s s  m i g h t  have  to l ive  
with ,  bu t  f o r  two  y e a r s  a t  l e a s t  p e r h a p s  t h e y  c o u l d  a g r e e  on a p r o g r a m .  
Would  you s p e a k  a l o n g  tha t  l i n e ?  

MR.  B R U N D A G E :  Well ,  we m i g h t  t r y .  T h e r e  is  no h a r m  in e x p e r -  
i m e n t i n g .  

P e r s o n a l l y ,  I a m  v e r y  s t r o n g l y  in f a v o r  of at  l e a s t  a f o u r - y e a r  
b u d g e t .  I t h ink  any  b u s i n e s s  t ha t  a t t e m p t s  to p l an  on ly  a y e a r  a h e a d  i s  
d o o m e d  to f a i l u r e .  I t h ink  m o s t  b u s i n e s s e s  have  at  l e a s t  a t e n - y e a r  
f o r e c a s t  and  a f i v e - y e a r  f o r e c a s t .  And I t h ink  the P r e s i d e n t  f e e l s  t h a t  
way .  I h a v e  h e a r d  h i m  s a y  so.  T h a t  is  why  he has  a s k e d  the  Jo in t  
C h i e f s  to c o m e  up wi th  l o n g - r a n g e  p l a n s .  
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I wou ld  l ike  to s e e  at l e a s t  a m o r e  d e f i n i t e  f o r e c a s t  m a d e .  I 
p e r s o n a l l y  don ' t  s e e  w h y  C o n g r e s s  w o u l d n ' t  be  w i l l i n g  to g ive  c o n t r a c t  
a u t h o r i t y ,  a t  l e a s t ,  i f  we c o u l d  ge t  o u r  a p p r o p r i a t i o n s  on the  e x p e n d i -  
t u r e  b a s i s ,  on the  b a s i s  of a f i v e - y e a r  p r o g r a m .  

T h a t  is  one  of the  o b j e c t i o n s  w h i c h  C o n g r e s s m a n  T a b e r  h a s  r a i s e d ,  
b e c a u s e  he f o r e s e e s  a d e s i r e  to get  a l o n g e r - r a n g e  c o m m i t m e n t .  Bu t  
I don ' t  s e e  how we c a n  o p e r a t e  in th i s  day  and  age  w i thou t  a m o r e  d e f i -  
n i te  c o m m i t m e n t .  I wou ld  l ike  to  s e e  a lot  m o r e  f l e x i b i l i t y  too .  I wou ld  
l ike  to s e e  e a c h  of the  s e r v i c e s  and e a c h  of t he  m a i n  p r o g r a m s  h a v e  
s o m e  m o r e  f l e x i b i l i t y  t h a n  t h e y  h a v e  now in t h e i r  a u t h o r i t y .  

W o r l d  c o n d i t i o n s  c h a n g e  a w f u l l y  f a s t .  T h e  S ta te  D e p a r t m e n t ,  f o r  
i n s t a n c e ,  ha s  an  i n t e r n a t i o n a l  c o n t i n g e n c y  fund,  w h i c h  i s  a l w a y s  u s e d  
up ih  about  t h r e e  m o n t h s ;  and  I t h i n k  t h e y  ought  to  h a v e  m o r e  f l ex ib i l i t y .  
I wou ld  l ike  to  s e e  the A t o m i c  E n e r g y  C o m m i s s i o n  h a v e  a l i t t l e  m o r e  
f l e x i b i l i t y .  T h e y  h a v e  a fund  f o r  e n t e r t a i n m e n t  of $ 1 5 , 0 0 0 .  W h e n  
t h e y  w a n t  to do s o m e t h i n g  wi th  v i s i t i n g  s c i e n t i s t s ,  h o w e v e r ,  t h e y  g e n e r -  
a l l y  h a v e  to dip in to  t h e i r  own p o c k e t  in o r d e r  to  p a y  e x p e n d i t u r e s .  

I t h ink  tha t  m a n y  of the  m e m b e r s  of C o n g r e s s  h a v e  a f a l s e  s e n s e  
of g e t t i n g  c o n t r o l  b y  r e q u i r i n g  a l l  of  the d e t a i l e d  j u s t i f i c a t i o n s  w h i c h  
t h e y  do now.  I p e r s o n a l l y  d o n ' t  t h ink  t h e y  h a v e  any  b e t t e r  c o n t r o l  
w h e n  t h e y  s a y :  "I wan t  to  know how m a n y  t y p e w r i t e r s  th i s  d e p a r t m e n t  
w a n t s "  and  i f  you  a s k  f o r  16 ,000 ,  t h e y  s a y :  "No.  You c a n  h a v e  on ly  
15 ,000 .  " T h e y  h a v e  no w a y  of knowing  w h e t h e r  it ought  to be  10, 000 
o r  20, 000 f o r  the  m o s t  e f f i c i e n t  o p e r a t i o n .  I t h ink  you h a v e  to  do it  
b y  p r o g r a m s .  I t h ink  you  h a v e  to  do it w i th  m o r e  f l e x i b i l i t y  in o r d e r  
to get  the  m o s t  e f f i c i e n t  o p e r a t i o n .  

QUESTION:  I h a v e  h e a r d  tha t  s o c i a l  s e c u r i t y  r e v e n u e  o r  i n t a k e  
i s  b e i n g  u s e d  to d e f r a y  c u r r e n t  e x p e n s e s .  W o u l d  you  c o m m e n t  on 
t h a t  ? 

MR.  B R U N D A G E :  No, it  can ' t "  T h e  s o c i a l  s e c u r i t y  i n c o m e  g o e s  
in to  a t r u s t  fund w h i c h  is  u s e d  on ly  to p a y  s o c i a l  b e n e f i t s .  

It  d o e s  a p p e a r - - y o u  m a y  be  m i s l e d  b y  t h i s - - i n  wha t  we c a l l  the  
c a s h  b u d g e t .  You wi l l  f ind  in  th i s  d o c u m e n t  a s e p a r a t e  s t a t e m e n t  of 
w h a t  t h e y  c a l l  the  c a s h  b u d g e t .  It i s  c h a r t  2, p a g e  13. T h a t  i n c l u d e s  
a l l  the  r e c e i p t s  f r o m  the  publ ic ,  i n c l u d i n g  s o c i a l  s e c u r i t y  p a y m e n t s ,  
and  p a y r o l l  d e d u c t i o n s .  The  p a y m e n t s  to the  publ ic  i n c l u d e  the  b e n e f i t s  
pa id  out .  But  tha t  is  j u s t  to g ive  the  e f f e c t  t h a t  the t o t a l  f i n a n c i a l  
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o p e r a t i o n s  of the  F e d e r a l  G o v e r n m e n t  h a v e  on the  e c o n o m y .  As  a 
m a t t e r  of f ac t ,  the  s o c i a l  s e c u r i t y  t a x e s  go d i r e c t l y  in  a t r u s t  fund .  T h e  
t r u s t  fund  r e s e r v e s  a r e  i n v e s t e d  in G o v e r n m e n t  s e c u r i t i e s .  L i k e  o t h e r  
b o r r o w i n g ,  t h e s e  s e c u r i t i e s  c o n s t i t u t e  p a r t  of the  publ ic  deb t .  

QUESTION:  I a m  c o n f u s e d ,  s i r ,  on the  f u n c t i o n s  of the  Of f i ce  of 
the  C o o r d i n a t o r  of  P u b l i c  W o r k s  and  the  r e g u l a r  b u d g e t a r y  f u n c t i o n s  
in  r e g a r d  to c i v i l  w o r k s  and  r e l a t e d  m a t t e r s .  Cou ld  you  e x p l a i n  tha t ,  
p l e a s e ?  

MR.  BRUNDAGE" A r e  you  r e f e r r i n g  to G e n e r a l  B r a g d o n ?  

Q U E S T I O N :  Y e s .  

MR.  B R U N D A G E :  I t h ink  the  c o n c e p t  of G e n e r a l  B r a g d o n ' s  o f f i ce  
is  s o m e w h a t  l ike  w h a t  I w a s  d e s c r i b i n g  e a r l i e r .  He t h inks  t h a t  we 
s h o u l d  h a v e  a l o n g - r a n g e  p lan  bo th  f o r  F e d e r a l  e x p e n d i t u r e s  and  f o r  
S ta te  and  l o c a l  e x p e n d i t u r e s .  He is l ook ing  at  i t  as  a l o n g - r a n g e  p r o -  
g r a m  and  is  b u i l d i n g  up f i g u r e s  f o r  the  t o t a l  n e e d s  of the  c o m m u n i t i e s  
f o r  w a t e r w o r k s ,  i r r i g a t i o n ,  r o a d s ,  s c h o o l s - - f o r  l o n g - r a n g e  p r o j e c t s  
of  a l l  k inds .  He has  no s p e c i f i c  r e s p o n s i b i l i t y  f o r  the  budge t ,  bu t  we 
w o r k  v e r y  c l o s e l y  wi th  h i m .  One of o u r  r e p r e s e n t a t i v e s  a t t e n d s  h i s  
m e e t i n g s  and  d i s c u s s i o n s  and  a l l  of h i s  p l a n n i n g  s e s s i o n s .  So we do 
t r y  to adap t  to  h i s  d e s i r e s  as  he  r e c e i v e s  t h e m  f r o m  a l l  the  d i f f e r e n t  
d e p a r t m e n t s  and  a g e n c i e s ,  and  a l s o  c o o r d i n a t e  t h e m  wi th  the  p r o g r a m s  
of the  S t a t e s  and m u n i c i p a l i t i e s .  

I t h ink  it  is  i n t e n d e d  bo th  to  g ive  a b e t t e r  i d e a  of wha t  we n e e d  and  
w h e r e  we a r e  going,  but  a l s o  as  to t i m i n g ;  so  we d o n ' t  f i nd  tha t  j u s t  
w h e n  the  F e d e r a l  G o v e r n m e n t  is  s t a r t i n g  an i m p o r t a n t  new p o s t  o r  d e -  
f e n s e  l oca t i on ,  the  S ta te  G o v e r n m e n t  is  a l s o  p l a n n i n g  to  b u i l d  a n e w  
c o m m e r c i a l  a i r p o r t  in the  s a m e  p l a c e ,  and  the  m u n i c i p a l i t i e s  a r e  
p l a n n i n g  to bu i ld  s c h o o l s  and  h i g h w a y s ,  so  tha t  t h e r e  is  a c o n f l i c t  and  
u n n e c e s s a r y  c o m p e t i t i o n  f o r  c o n s t r u c t i o n  l a b o r  and  m a t e r i a l s .  I t h i n k  
it  i s  p r i m a r i l y  a p r o g r a m m i n g  f u n c t i o n .  

QUESTION:  I b e l i e v e  we a r e  a l l  f a m i l i a r  wi th  th i s  c u s t o m  of a l l  
the  e x e c u t i v e  d e p a r t m e n t s  r u n n i n g  and s c r a m b l i n g  to s p e n d  t h e i r  
m o n e y  b e f o r e  i t  e x p i r e s .  What  s o r t  of i m p a c t  d o e s  t ha t  h a v e  on the  
b u d g e t  and  on the  e c o n o m y ?  Is t h e r e  any  w a y  in  w h i c h  we c a n  s m o o t h  
t h a t  out  a l i t t l e  b i t7  
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MR.  B R U N D A G E :  We h a v e  b e e n  t r y i n g  to do i t .  I t h i n k  the  who le  
a p p o r t i o n m e n t  p r o c e s s  is  i n t e n d e d  to s p r e a d  o b l i g a t i o n s  out  o v e r  the 
y e a r .  L a s t  y e a r ,  and th i s  y e a r  too,  we h a v e  t r i e d  to m a k e  a v a i l a b l e  
the  funds  tha t  w e r e  n e c e s s a r y ,  so  t h e y  c o u l d  be  o b l i g a t e d  on a r e g u l a r  
p a t t e r n .  

I t h ink  the  g e n e r a l  t e n d e n c y  is ,  a f t e r  t h e y  ge t  t h e i r  m o n e y ,  to  t h e n  
s o r t  of s i t  b a c k  and  s a y :  "Wel l ,  now, l e t ' s  s e e .  Cou ld  we s p e n d  i t  a 
l i t t l e  m o r e  e f f e c t i v e l y  f o r  s o m e t h i n g  e l s e  w h i c h  we h a d n ' t  t h o u g h t  a b o u t ? "  
and  to s o r t  of d e l a y .  T h e n  it c o m e s  a long  to  M a y  and  June ,  and  t h e y  h a v e  
to r u s h  and  o b l i g a t e  f o r  f e a r  t h e y  wi l l  l o s e  i t .  I t ' s  th i s  p r a c t i c e  you  
a r e  r e f e r r i n g  to,  i s n ' t  i t ?  

QUESTION:  Y e s .  

MR.  B R U N D A G E :  We a r e  t r y i n g  to c o u n t e r a c t  tha t .  

QUESTION:  M r .  B r u n d a g e ,  a s s u m i n g  tha t  we c o u l d  r e d u c e  o u r  
n a t i o n a l  deb t  by  w h a t e v e r  a m o u n t  you  wish ,  l e t ' s  s a y  you  got  i t  down 
to  z e r o  o v e r  a p e r i o d  of t i m e ,  do you  have  "any i d e a  as  to  wha t  wou ld  
be  the  o p t i m u m  a m o u n t  to w h i c h  we c o u l d  cu t  down the  m o n e y  a v a i l a b l e  
to  the  c o u n t r y  t h r o u g h  G o v e r n m e n t  b o r r o w i n g ?  Do you  h a v e  a n y  c o m -  
m e n t  on any  p a r t i c u l a r  o p t i m u m  f i g u r e  f o r  the  d e b t ?  

MR.  B R U N D A G E :  I wou ld  be  s u r p r i s e d  if  we w e r e  l i k e l y  to  get  
the  deb t  down b e l o w  $200 b i l l i on .  I t h i n k  if we c o u l d  r e d u c e  it to  $200 
b i l l i o n  o v e r  the  n e x t  t e n  o r  f i f t e e n  y e a r s ,  we w o u l d  a c c o m p l i s h  qui te  
a lo t .  

I a m  not  in  s y m p a t h y  wi th  the  K e y s e r l i n g  p h i l o s o p h y  tha t  i t ' s  b a d  
b u s i n e s s  to r e t i r e  y o u r  deb t ;  t ha t  you  ought  to  k e e p  b o r r o w i n g ;  and  tha t  
f o r  y o u r  c o u n t r y  to expand ,  you  m u s t  a l w a y s  be  go iug  into  deb t .  I a m  
not  in f a v o r  of t ha t  a t  a l l .  But  I do t h i n k  tha t  in t i m e s  of d e p r e s s i o n  
i t  i s  p e r f e c t l y  good p o l i c y  and s o u n d  p l a n n i n g  to t h e n  go in to  debt  a 
l i t t l e ,  to e x p a n d  y o u r  publ ic  w o r k s  p r o g r a m s  and  the  l o n g - r a n g e  p r o -  
j e c t s  w h i c h  you  have  to put  a s i d e  w h e n  you  a r e  w o r k i n g  on m o r e  u r g e n t  
i m m e d i a t e  nee  ds.  

So I would  be  p r e p a r e d ,  if  we cou ld ,  to b u d g e t  a r e d u c t i o n  of a 
b i l l i o n  d o l l a r s  o r  m o r e  e a c h  y e a r  in  o u r  deb t .  U n t i l  we  ge t  s o m e  k ind  
of i n t e r n a t i o n a l  a g r e e m e n t  w h i c h  m i g h t  e n a b l e  us  t o  m a k e  m o r e  s u b -  
s t a n t i a l  r e d u c t i o n s  in o u r  d e f e n s e  e x p e n d i t u r e s ,  I would  t h ink  tha t  if  
we c a n  m a k e  a t o k e n  r e d u c t i o n  e v e r y  y e a r  in o u r  n a t i o n a l  deb t ,  we 
wou ld  be do ing  v e r y  we l l .  
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I w o u l d n ' t  f e e l  t oo  b a d l y  if  w i t h i n  the  n e x t  t e n  y e a r s ,  if we h a d  
s o m e  k i n d  of  r e c e s s i o n ,  we w o u l d  h a v e  to i n c r e a s e  i t  a l i t t l e .  I d o n ' t  
b e l i e v e  we c a n  k e e p  on  g o i n g  u p  i n d e f i n i t e l y .  I t h i n k  t h a t  a l l  a c t i v i t i e s  
i n l i f e  h a v e  t h e i r  u p s  a n d  d o w n s .  S o m e  d a y s  we f e e l  b e t t e r  t h a n  o t h e r s .  
S o m e  d a y s  t he  s u n  s h i n e s  a n d  s o m e  d a y s  i t  d o e s n ' t .  So I e x p e c t  to  s e e  
t h a t  t h e r e  w i l l  b e  m o d i f i c a t i o n s  in  o u r  e c o n o m y .  I d o n ' t  t h i n k  we a r e  
g o i n g  to h a v e  a b i g  d e p r e s s i o n  a g a i n .  I t h i n k  we h a v e  l e a r n e d  a lo t  
f r o m  t h a t .  B u t  I t h i n k  t h e r e  w i l l  b e  t i m e s  w h e n  we m a y  w a n t  t o  i n c r e a s e  
o u r  deb t .  I h o p e  i t  w o n ' t  be  w i t h i n  t h e  n e x t  two  o r  t h r e e  y e a r s ;  a n d  I 
d o n ' t  t h i n k  i t  o u g h t  to  be  w h e n  o u r  e c o n o m y  i s  o p e r a t i n g  a t  t h i s  v e r y  
h i g h  l e v e l .  I t h i n k  we s h o u l d  be  m a k i n g  r e d u c t i o n s  in  o u r  d e b t  n o w .  

QUESTION: W h a t  i s  t he  r o l e  of the  B u r e a u  of t he  B u d g e t  in  s u p e r -  
v i s i n g  t he  s p e n d i n g  of  t he  d e p a r t m e n t s ?  W o u l d  y o u  c a r e  to  c o m m e n t  on  
t h a t  ? 

MR, BRUNDAGE: We d o n ' t  s u p e r v i s e  the  s p e n d i n g  of  the  d e p a r t -  
m e n t s .  We go o v e r  t h e i r  b u d g e t  r e q u e s t s  v e r y  c a r e f u l l y ,  a n d  we  t r y  
to  a p p r a i s e  t h e m  and  q u e s t i o n  t h e m .  We a r e  s u p p o s e d  b y  o u r  v e r y  
d u t i e s  to  l o o k  w i t h  s k e p t i c i s m  on any  n e w  r e q u i r e m e n t s  and  to  i n q u i r e  
d i l i g e n t l y  w h y  t h e y  c a n ' t  c u t  ou t  s o m e  of t h e i r  c u r r e n t  p r o g r a m s  w h i c h  
w e r e  a d o p t e d  a s  e m e r g e n c y  m e a s u r e s .  I t  is  t h a t  k i n d  of a p p r o a c h  u n t i l  
t h e  b u d g e t  i s  p r e s e n t e d .  T h e n ,  a f t e r  i t  i s  a c t e d  on by  C o n g r e s s ,  we 
t r y  to  a p p o r t i o n  i t  e v e n l y ,  s o  i t  w o n ' t  b e  s p e n t  in  t he  f i r s t  f ew m o n t h s  
a nd  so  t h a t  t he  a g e n c i e s  w i l l  no t  e n d  up  w i t h o u t  any  m o n e y  b e f o r e  the  
e n d  of t h e  y e a r .  Of c o u r s e ,  we a s k  q u e s t i o n s  a b o u t  n e e d s  a n d  a b o u t  
t i m i n g  of e x p e n d i t u r e  in  t he  e x e c u t i o n  of  the  b u d g e t  too ,  b u t  t h e  r e -  
s p o n s i b i l i t y  f o r  t he  e x p e n d i t u r e  l i e s  w i t h  e a c h  a g e n c y .  

QUESTION: F o l l o w i n g  up  t he  l a s t  q u e s t i o n ,  we w e r e  g i v e n  t he  
i m p r e s s i o n  t he  o t h e r  d a y  t h a t  t h e y  a r e  p l a n n i n g  in  the  B u r e a u  of  t he  
B u d g e t  to  s t e p  m o r e  i n to  the  s u p e r v i s o n  of t h e  s p e n d i n g  of t he  v a r i o u s  
d e p a r t m e n t s ,  in  f i n a n c i a l  c o n t r o l ,  no t  e x a c t l y  l i ke  t he  C o m p t r o l l e r  
G e n e r a l  d o e s ,  b u t  v e r y  s i m i l a r ,  f o r  the  v a r i o u s  d e p a r t m e n t s .  I t h i n k  
p e r h a p s  t h a t  i s  w h a t  t he  p r e v i o u s  q u e s t i o n e r  h a d  in  m i n d .  

MR. BRUNDAGE: No.  I d o n ' t  t h i n k  t h a t  i s  b e i n g  p l a n n e d  at  a l l .  
W h a t  we a r e  p l a n n i n g  in  a c c o u n t i n g  i s  to  t r y  to  ge t  b e t t e r  m a n a g e m e n t  
r e p o r t s ,  s o  t ha t  t he  i n d i v i d u a l  s e r v i c e s  a n d  the  i n d i v i d u a l  d e p a r t m e n t s  
w i l l  g e t  b e t t e r  c o n t r o l  o v e r  t h e i r  e x p e n d i t u r e s .  We a r e n ' t  t r y i n g  to  
ge t  i t .  We a r e  m e r e l y  t r y i n g  to  h e l p  you  d e v e l o p  a c c o u n t i n g  s y s t e m s  
w h i c h  w i l l  g ive  you  b e t t e r  c o n t r o l ,  b e t t e r  m a n a g e m e n t .  No,  G o d  f o r -  
b id .  I ' m  no t  l o o k i n g  f o r  a n y t h i n g  l ike  t h a t .  
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C d  ~ C., 

Q U E S T I O N :  Wi th  r e s p e c t  to  the  n e w  F e d e r a l  h i g h w a y  p r o g r a m s  
b e i n g  u n d e r t a k e n ,  we n o t e  t h a t  t h e y  a r e  u s i n g  a t r u s t  f u n d  s y s t e m  of 
f i n a n c i n g .  W h y  w a s  tha t  s e l e c t e d  r a t h e r  t h a n  g o i n g  i n t o  the  u s u a l  
b u s i n e s s  of  T r e a s u r y  r e c e i p t s  v e r s u s  g e n e r a l  e x p e n d i t u r e s ?  W h y  d id  
t h e y  s e t  up  a u n i q u e  s y s t e m  of  h a n d l i n g  i t  t h e r e ?  

M R .  B R U N D A G E :  T h i s  w a s  a c o m p r o m i s e  b e t w e e n  t he  o r i g i n a l  
a d m i n i s t r a t i o n  p r o p o s a l  t ha t  we c h a r g e  t o l l s ,  o r  i s s u e  r e v e n u e  b o n d s  
w h i c h  w o u l d  be  s e c u r e d  by  t o l l s - - t h e  s y s t e m  w h i c h  h a s  b e e n  f o l l o w e d  
s o  s u c c e s s f u l l y  up to d a t e  f o r  t h r o u g h  r o a d s .  M o s t  of  t he  t o l l  b o n d s  
w h i c h  h a v e  e n a b l e d  t h e  b u i l d i n g  of o u r  t h r o u g h w a y s ,  o u r  t011 r o a d s ,  t o  
d a t e  h a v e  b e e n  s e c u r e d  b y  a p l e d g e  of t he  c h a r g e s  m a d e .  P r o p o s a l s  
w e r e  m a d e  a l o n g  t h a t  l i ne  and  c o n s i d e r e d ,  b u t  t u r n e d  d o w n  b y  C o n g r e s s .  

B u t  C o n g r e s s  d id  a p p r o v e  r a i s i n g  t he  g a s o l i n e  t a x e s ,  a n d  h a v i n g  
a l l  of t he  c u r r e n t  F e d e r a l  g a s o l i n e  t a x e s  and  s o m e  s p e c i a l  e x c i s e  t a x e s  
on t i r e s  and  a c c e s s o r i e s  d e p o s i t e d  in  a t r u s t  f u n d  f r o m  w h i c h t h e  g r a n t s  
t o  S t a t e s  w i l l  be  w i t h d r a w n .  We a r e  e s t i m a t i n g  t h a t  t h e  d e p o s i t s  in  t he  
t r u s t  f u n d  t h i s  n e x t  y e a r  w i l l  be  abou t  $ 1 , 5 0 0  m i l l i o n ,  a n d  t h a t  t he  d i s -  
b u r s e m e n t s  f r o m  t h a t  t r u s t  f u n d  w i l l  be  $ 1 , 1 5 0  m i l l i o n .  So t h a t  e v e n t u -  
a l l y  t h e  e x p e n d i t u r e s  w i l l  i n c r e a s e .  B u t  I b e l i e v e  i t  i s  p r o v i d e d  in  t h e  
l e g i s l a t i o n  t h a t  t he  e x p e n d i t u r e s  out  of t h e  f u n d  c a n n o t  e x c e e d  t he  d e -  
p o s i t s  in  the  fund .  

I t  i s  a p a r t  of  the  g e n e r a l  p a y - a s - y o u - g o  t h e o r y ;  a n d  the  m o r e  y o u  
c a n  i t e m i z e  y o u r  r e c e i p t s  to  s p e c i a l  p u r p o s e s ,  t h e  m o r e  t h e  e x p e n d i t u r e s  
a r e  l i m i t e d  b y  t he  p a r t i c u l a r  r e c e i p t s .  

C O L O N E L  L A C K A S :  M r .  B r u n d a g e ,  on  b e h a l f  of  t he  c o l l e g e  I w a n t  
to  e x p r e s s  o u r  t h a n k s  to  you  f o r  l e a v i n g  y o u r  v e r y  b u s y  o f f i c e  a n d  c o m -  
i n g  d o w n  h e r e  to  d i s c u s s  t h i s  v e r y  c o m p l i c a t e d  p r o b l e m .  

M R .  B R U N D A G E :  I e n j o y e d  i t  v e r y  m u c h .  

(28 F e b  1 9 5 7 - - 3 ,  7 5 0 ) B / l j t  

26 

t 5 2 2 8 1  


