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H o n o r a b l e  M a u r i c e  H .  S t ans ,  D i r e c t o r  of the B u r e a u  of the B u d g e t ,  
was  b o r n  in S h a k o p e e ,  M i n n e s o t a ,  22 M a r c h  1908. He r e c e i v e d  h i s  c o l -  
l ege  e d u c a t i o n  at  N o r t h w e s t e r n  and C o l u m b i a  U n i v e r s i t i e s  and h o l d s  an 
L L . D .  d e g r e e  c o n f e r r e d  in 1953 by I l l i no i s  W e s l e y a n  U n i v e r s i t y .  He 
ho lds  the d e g r e e  of C e r t i f i e d  P u b l i c  A c c o u n t a n t  f r o m  e igh t  S t a t e s .  He 
was  f o r m e r l y  e x e c u t i v e  p a r t n e r  in the a c c o u n t i n g  f i r m  of A l e x a n d e r  G r a n t  
and C o m p a n y .  In 1953 he s e r v e d  on a t a sk  f o r c e  fo r  the H o u s e  A p p r o p r i a -  
t ions  C o m m i t t e e  r e v i e w i n g  the FY 1954, F e d e r a l  b u d g e t .  T h e r e a f t e r ,  
f o r  m o r e  than a y e a r  he p a r t i c i p a t e d  in a s p e c i a l  s t udy  of the p o s t a l  f i s c a l  
s y s t e m  and a c c o u n t i n g  p r a c t i c e s  for  the P o s t m a s t e r  G e n e r a l .  In S e p t e m -  
b e r  1957 he  j o i n e d  the B u r e a u  of the B u d g e t ,  and 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 .  On 18 M a r c h  1958, he  r e c e i v e d  h i s  p r e s e n t  a p p o i n t m e n t .  
He is a p a s t  p r e s i d e n t  of the A m e r i c a n  I n s t i t u t e  of C e r t i f i e d  P u b l i c  A c -  
c o u n t a n t s  and a m e m b e r  of the N a t i o n a l  A s s o c i a t i o n  of Cos t  A c c o u n t a n t s ,  
the A m e r i c a n  A c c o u n t i n g  A s s o c i a t i o n ,  and the F e d e r a l  G o v e r n m e n t  A c -  
c o u n t a n t s  A s s o c i a t i o n .  T h i s  is h is  f i r s t  l e c t u r e  at  the I n d u s t r i a l  C o l l e g e .  
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ADMIRAL CLARK:  P e r h a p s  the m o s t  i m p o r t a n t  s i ng l e  d o c u m e n t  
p r e p a r e d  a n n u a l l y  by the G o v e r n m e n t  is the F e d e r a l  budge t .  B e i n g  the 
b a s i c  f i n a n c i a l  p l an  fo r  the o p e r a t i o n  of the whole  G o v e r n m e n t ,  i ts  s i z e  
and its s h a p e  v e r y  l i t e r a l l y  a f fec t  e v e r y  m a n ,  woman~ and ch i ld  in the 
c o u n t r y ,  and we who a r e  in the n a t i o n a l  s e c u r i t y  b u s i n e s s  have  a v e r y  
v i t a l  i n t e r e s t  in, and m a n y  of us h a v e  had  and w i l l  have  a v e r y  d i r e c t  
r e s p o n s i b i l i t y  for ,  the f o r m u l a t i o n  of our  F e d e r a l  budge t .  

Qui te  obv ious ly ,  the t r a n s l a t i o n  of the e n o r m o u s  n u m b e r  and the e n d -  
l e s s  v a r i e t y  of r e q u i r e m e n t s  of our  whole  G o v e r n m e n t  in to  a w o r k a b l e  
and c o h e r e n t  f i n a n c i a l  p l an  is one of the m o s t  d e m a n d i n g  and d i f f i cu l t  
t a s k s  tha t  f ace  any  o f f i c i a l  in o r  out of G o v e r n m e n t .  

We a r e  t h e r e f o r e  not  on ly  f o r t u n a t e  in h a v i n g  the D i r e c t o r  of the 
B u r e a u  of the B u d g e t  h i m s e l f  h e r e  this  m o r n i n g  but  we a r e  m o s t  s i n -  
c e r e l y  g r a t e f u l  to h i m  fo r  t a k i n g  the t i m e  out f r o m  h i s  h e a v y  and d e m a n d -  
ing  s c h e d u l e  to c o m e  h e r e  to s p e a k  to us .  

So it is with a sense of gratitude as well as an honor and a pleasure 

that I introduce the Director of the Bureau of the Budget~ the Honorable 

Maurice H. Starts. Mr. Stans. 

MR.  STANS: A d m i r a l  C l a r k ,  O f f i c e r s  and S tuden t s  of the I n d u s t r i a l  
C o l l e g e ,  and G u e s t s :  I th ink  it goes  wi thou t  s a y i n g  that  we a l l  know that  
a l a r g e  p a r t  of the F e d e r a l  budge t  goes  to the A r m e d  F o r c e s  of the U n i t e d  
S t a t e s ,  to the D e p a r t m e n t  of D e f e n s e .  

I c a n l t  i m a g i n e  a n y t h i n g  m o r e  i m p o r t a n t  to d r a w  m e  f r o m  m y  off ice  
than an o p p o r t u n i t y  to t a lk  to you g e n t l e m e n  about  the F e Q e r a l  b u d g e t ,  
how the budge t  w o r k s ,  what  the c u r r e n t  s i t u a t i o n  i s ,  what  the p r o b l e m s  
of the m o m e n t  a r e ,  and how we p r o p o s e  to d e a l  wi th  t h e m .  

I s u p p o s e  I m a y  be  a c c u s e d  of s o m e  f r a n k n e s s  in the c o u r s e  of th i s  
d i s c u s s i o n ,  and  if I a m  f r a n k  I a s s u r e  you  tha t  it is  an  a t t e m p t  to be  as  
o b j e c t i v e  as  I c a n  in d e a l i n g  wi th  one of the m o s t  p e r p l e x i n g  p r o b l e m s  
tha t  th is  c o u n t r y  has  at th is  t i m e .  I w i l l  go b a c k  to tha t  l a t e r ,  but  f i rs t~ 
I u n d e r s t a n d  tha t  I a m  e x p e c t e d  to t e l l  you s o m e t h i n g  about  the m e c h a n i c s  
of the b u d g e t ,  how the b u d g e t  s y s t e m  evolved~ and how it w o r k s ,  and  
then  w e l l l  get  down to the p r o b l e m s  of N o v e m b e r  1958. 

1 



It is  a l m o s t  i n c o n c e i v a b l e  that  un t i l  1921 t h e r e  w a s n t t  a b u d g e t  
s y s t e m  in the F e d e r a l  G o v e r n m e n t .  B e l i e v e  it o r  not ,  a l l  of the a g e n c i e s  
and  d e p a r t m e n t s  of the G o v e r n m e n t  d e c i d e d  u n i l a t e r a l l y  how m u c h  m o n e y  
they  w a n t e d ,  s e n t  t h e i r  r e q u i r e m e n t s  o v e r  to the T r e a s u r y  D e p a r t m e n t ,  
and they  w e r e  b u n d l e d  up in a f i l e  wi thou t  any e d i t i n g ,  r e v i e w ,  o r  a n y -  
th ing  e l s e  and s e n t  up to the C o n g r e s s .  I a m  a l w a y s  a l i t t l e  b i t  r e l u c t a n t  
to t e l l  o r  r e m i n d  peop l e  in the G o v e r n m e n t  of that  f ac t ,  b e c a u s e  I a m  
a f r a i d  that  s o m e  of t hem would  l ike  to go b a c k  to that  old s y s t e m .  A n y -  
way ,  one  m a n  in the T r e a s u r y  D e p a r t m e n t  did the whole  job,  c o l l e c t i n g  
t h e s e  f i g u r e s  and s e n d i n g  t h e m  to the C o n g r e s s ,  so  you c a n  i m a g i n e  how 
m u c h  c o n s i d e r a t i o n  was  g i v e n  u n d e r  that  s y s t e m  to p r o g r a m  c o n t e n t ,  to 
the q u e s t i o n  of d u p l i c a t i o n  b e t w e e n  a g e n c i e s ,  o r  to the a m o u n t  of m o n e y  
r e q u e s t e d .  

It  was  C o n g r e s s  I job to f i g u r e  out  wha t  to do wi th  the b u d g e t ,  and to 
b a l a n c e  it a g a i n s t  r e v e n u e  e x p e c t a t i o n s .  

W e l l ,  we got in to  W o r l d  War  I and o u r  l e v e l  of s p e n d i n g  i n c r e a s e d  
and t h e r e  c a m e  a c o n s c i o u s n e s s  of the n e e d  fo r  a b u d g e t  s y s t e m .  We 
got that  in the B u d g e t  and A c c o u n t i n g  Act  of 1921, and I g u e s s  it  was  none 
too soon ,  b e c a u s e  today  o u r  e x p e n d i t u r e s  of the G o v e r n m e n t  a r e  j u s t  
about  100 t i m e s  as g r e a t  as they  w e r e  b e f o r e  we e n t e r e d  into W o r l d  War  
I .  

T h e  B u d g e t  and A c c o u n t i n g  Ac t ,  wh ich  is  s t i l l  the f o u n d a t i o n  of o u r  
b u d g e t a r y  s y s t e m ,  p l a c e d  the 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 a n n u a l  
budge t  on the P r e s i d e n t ,  and to aid h i m  in that  it c r e a t e d  a B u r e a u  of 
the B u d g e t  and a b u d g e t a r y  p r o c e d u r e  to g ive  an o v e r a l l  p i c t u r e  of the 
s i t u a t i o n .  And,  i nc iden ta l ly~  it p r o v i d e d  not  on ly  the m e c h a n i c s  of the 
a r i t h m e t i c  and the r e v i e w  p r o c e s s  but  a v e h i c l e  fo r  p r o g r a m  i n t e g r a t i o n  
a c r o s s  the G o v e r n m e n t  and b e t t e r  m a n a g e m e n t  p l a n n i n g  and c o n t r o l  of 
the f i n a n h e s  o v e r a l l .  

In 1939, a f t e r  18 y e a r s  of e x p e r i e n c e ,  the P r e s i d e n t  e x p a n d e d  the 
r e s p o n s i b i l i t y  of the B u r e a u  of the B u d g e t  to take  on l e g i s l a t i v e  c l e a r a n c e  
fo r  a l l  of the e x e c u t i v e  b r a n c h  a g e n c i e s ,  to avoid  p o s s i b l e  c o n f l i c t s  of 
po in t  of v i ew,  and to f o r c e  i n t e g r a t i o n  of v i e w p o i n t s  on l e g i s l a t i v e  m a t t e r s  
b e t w e e n  the a g e n c i e s .  He gave  the B u r e a u  the r e s p o n s i b i l i t y  fo r  o r g a n i -  
z a t i o n  and m a n a g e m e n t  in the F e d e r a l  G o v e r n m e n t  and fo r  the c o o r d i n a -  
t ion  of s t a t i s t i c a l  s t a n d a r d s  and m e t h o d s .  

S ince  then  a few o t h e r  f u n c t i o n s  have  b e e n  a d d e d  by l e g i s l a t i o n  o r  
o t h e r w i s e .  T h e  B u r e a u  now h a s  r e s p o n s i b i l i t y  fo r  f i n a n c i a l  m a n a g e m e n t ,  
f o r  a c c o u n t i n g  in the G o v e r n m e n t ,  and so on .  
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The Bureau actually is the agency of the Government that more than 
any other sees everything that goes on across the Government. It is the 
only arm that the President has to bring about coordination of planning 
and a matching of the programs of the agencies with the resources of the 

Government and the resources of the Nation. 

So the Bureau has the responsibility not only of assembling the 
figures and correlating them but the power to revise, to reduce, or to 
increase the estimates submitted by the agencies. 

Now, with that start, we'll take a look at the schedule and the time- 
table under which we have to work. In March or April of each year, 
which is about 15 months before the beginning of the fiscal year in ques- 
tion, the Bureau develops basic assumptions, working with the President's 
economic advisers, as to the economy, and, with the State Department 
and the military, for basic assumptions on international conditions, and 
we then discuss the general budgetary outlook with the President. 

T h e n  we s e c u r e  p r e l i m i n a r y  e s t i m a t e s - - o r d e r  of m a g n i t u d e  e s t i m a t e s ,  
r o u g h  a p p r o x i m a t i o n s - - f r o m  the l a r g e s t  a g e n c i e s ,  the 18 or  20 l a r g e s t  
a g e n c i e s ,  and we to ta l  t h e m  and c o m p a r e  t h e m  with  the r e v e n u e  e s t i m a t e s  
that s e e m  p e r t i n e n t  at the m o m e n t .  

Then we hold discussions with the agency heads concerning their 
plans, and, after all of that, following discussions with the President, 
and in the Cabinet, and the National Security Council, we recommend to 
the President a general course to be followed, and, with his approval 
or modification, we send a letter to the cabinet departments, usually 
by 1 July, telling them the size of budget to prepare for the following 
year. 

T h e n  the a g e n c i e s  a r e  e x p e c t e d  to s u b m i t  t h e i r  d e t a i l e d ,  f o r m a l  
budge t  p r o p o s a l s  to the B u r e a u  by 30 S e p t e m b e r .  Th i s  is s t i l l  n ine  
m o n t h s  b e f o r e  the b e g i n n i n g  of the y e a r  in q u e s t i o n .  F o r  about  60 days  
the B u r e a u  ho lds  h e a r i n g s ,  one a f t e r  the o t h e r ,  wi th  a l l  of the a g e n c i e s ,  
f r o m  the l a r g e s t  to the s m a l l e s t ,  at  wh ich  t i m e  we go o v e r  t h e i r  p r o g r a m s ,  
r e c o n c i l e  t hem with  the o v e r a l l  p i c t u r e ,  a s k  q u e s t i o n s ,  and c o n s i d e r  the 
i nd iv idua l  i t e m s  f r o m  one end to the o t h e r .  

There is a slight modification, I may tell you, since you are inter- 
ested in the Defense budget, in that case. The hearings for the armed 
services are held jointly, and the time factor is the real reason they are 
held jointly, between the Comptroller of the Defense Department and the 
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B u r e a u  of the Budge t ,  both  q u e s t i o n i n g ,  r e s e a r c h i n g ,  and e x a m i n i n g  
the budge t  s i m u l t a n e o u s l y ,  and,  I m a y  s ay ,  not  n e c e s s a r i l y  a l w a y s  
c o m i n g  out with the s a m e  a n s w e r .  

T h e n j  i n t e r n a l l y  wi th in  the B u r e a u ,  o u r  own e x a m i n e r s  p r e s e n t  
t h e i r  r e c o m m e n d a t i o n s  on the budge t  to the D i r e c t o r ,  and it is  up to the 
D i r e c t o r  to q u e s t i o n  t h e m  s e a r c h i n g l y  as to the p r e m i s e s  and the b a s e s  
of t h e i r  i d e a s  as to what  the budge t  ought  to look  l i k e .  

T h e  D i r e c t o r  then  d i s c u s s e s  h i s  c o n c l u s i o n s ,  w h i c h  a r e  the s t a f f  
c o n c l u s i o n s  as  he m a y  m o d i f y  t h e m ,  with  the h e a d s  of the a g e n c i e s .  If 
t h e r e  a r e  d i f f e r e n c e s  that  c a n ' t  be r e c o n c i l e d ,  it is  up to the P r e s i d e n t  
to d e a l  with t h e m  and r e s o l v e  t hem f i n a l l y  for  the p u r p o s e  of h i s  b u d g e t .  

In D e c e m b e r ,  s t i l l  s e v e n  m o n t h s  b e f o r e  the f i s c a l  p e r i o d  in q u e s t i o n ,  
a f t e r  the P r e s i d e n t i a l  r e v i e w ,  when  the budge t  is a l l  r e a d y ,  i t  goes  to 
the p r i n t e r  and is then  s u b m i t t e d  to the C o n g r e s s  s h o r t l y  a f t e r  the b e -  
g inn ing  of the s e s s i o n ,  in J a n u a r y .  

The  l aw r e q u i r e s  that  the budge t  be t r a n s m i t t e d  to the C o n g r e s s  
w i th in  15 days  a f t e r  the s e s s i o n  b e g i n s ,  wh ich  u s u a l l y  m e a n s  tha t  the 
budge t  goes  up s o m e w h e r e  b e t w e e n  the 15th and 20th of J a n u a r y .  

So m u c h  fo r  what  we in  the e x e c u t i v e  b r a n c h  p r o p o s e .  F r o m  then  on 
it is up to the C o n g r e s s  to d i s p o s e ,  and s o m e t i m e s  they  do it in a s u r -  
p r i s i n g  way .  We s a w  j u s t  a l i t t l e  o v e r  a y e a r  ago an e c o n o m y - m i n d e d  
C o n g r e s s  s l a s h  the budge t  r i g h t  and l e f t .  We s a w  th is  y e a r  a s p e n d i n g -  
m i n d e d  C o n g r e s s  add to the budge t  in a g r e a t  m a n y  p l a c e s .  

C o n g r e s s  has  s ix  m o n t h s - - s e v e n  m o n t h s ,  u s u a l l y - - i n  which to d e a l  
wi th  i ts  a p p r o p r i a t i o n s .  O b v i o u s l y ,  the a p p r o p r i a t i o n s  shou ld  be p a s s e d  
by  the end of J u n e ,  but  in m a n y  i n s t a n c e s  tha t  is  not  the c a s e ,  and  a c t i o n  
d o e s n ' t  take p l a c e  un t i l  s o m e t i m e  in J u l y  o r  e v e n  in A u g u s t .  

A f t e r  C o n g r e s s  c o m p l e t e s  i ts  a c t i o n s  and the b i l l s  have  b e e n  p a s s e d  
into l aw ,  they  c o m e  b a c k  to the B u r e a u  of the B u d g e t  fo r  what  we m a y  
c a l l  e x e c u t i o n .  Now, the r e s p o n s i b i l i t y  fo r  e x e c u t i n g  the b u d g e t  l i e s  
wi th  the a g e n c i e s ,  p r i m a r i l y .  It is  up to t h e m  to a l l o c a t e  the funds  to 
t h e i r  s u b d i v i s i o n s ;  it is up to t h e m  to keep  wi th in  the a m o u n t s  a l l o w e d  by 
C o n g r e s s .  But  the B u r e a u  of the B u d g e t  by law c o m e s  into the ac t  a g a i n  
b e c a u s e  it h a s  the r e s p o n s i b i l i t y  of a p p o r t i o n i n g  the a m o u n t s  a p p r o p r i a t e d  
by  q u a r t e r s  of the f i s c a l  y e a r .  I m a y  s a y  tha t  that  u s u a l l y  r e s u l t s  in 
a n n o y i n g  e i t h e r  the C o n g r e s s  o r  the a g e n c i e s ,  o r  bo th ,  and it is a r a t h e r  
u n p l e a s a n t  t a s k .  T h e y  w o n d e r  why t h e r e  s h o u l d  be  any  r e s t r i c t i o n s  on 
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the use of their money after it has been appropriated. Well, as I 
say, it is required by law, and there are some very logical reasons 
for it when you think about it. The Government has to achieve the most 
effective and economical use of the funds available, and we have the 
responsibility by law to prevent the creation of circumstances which 
automatically lead to the requirement of a supplemental or a deficiency 
appropriation. So when the budgets are enacted we take a fresh look at 
the agencies I programs in the light of the modifications by the Congress 
and in the light of the changes and conditions that have taken place in 
the period of over a year since we started this process. 

We m a y  d e c i d e  in  the  c o u r s e  of  t h i s  to put  s o m e  of the  f u n d s  in 
r e s e r v e  to p r o v i d e  f o r  c o n t i n g e n c i e s ,  to r e c o g n i z e  s a v i n g s ,  to e n f o r c e  
g r e a t e r  e f f i c i e n c y  o r  f o r  o t h e r  d e v e l o p m e n t s  of  t h a t  t y p e .  T h e  a g e n c i e s  
a r e  no t  a l l o w e d  to o b l i g a t e  the  a m o u n t s  t h a t  a r e  put  in  r e s e r v e ,  b u t  the  
a m o u n t s  m a y  be  r e l e a s e d  by  the  B u r e a u ,  a f t e r  f u r t h e r  c o n s i d e r a t i o n ,  in  
w h o l e  o r  in  p a r t  l a t e r  on  in  the  f i s c a l  y e a r °  

Now,  a l l  of  t h a t  is  p r o c e d u r a l ,  and  i t  f u l f i l l s  m y  c h a r t e r  as  d e s c r i b e d  
in  the  m i s s i o n  t h a t  w a s  g i v e n  to m e  in  t a l k i n g  to y o u  t o d a y - - t h e  p r o c e s s e s  
of  the  b u d g e t .  Bu t  I t h ink  the c u r r e n t  s i t u a t i o n  is  s u c h  as  to d e s e r v e  
s o m e  r e a l  d i s c u s s i o n  and  c o n s i d e r a t i o n  h e r e ,  and  I w a n t  to t a l k  to you  
a b o u t  j u s t  w h e r e  we a r e  in  t h i s  b u d g e t  p i c t u r e ,  h o w  we got  w h e r e  we a r e ,  
a n d  w h a t  we  p r o p o s e  to do to g e t  ou t  of  the  p r e d i c a m e n t .  

W e l l ,  we  a r e  now in  the s e c o n d  q u a r t e r  o f  the f i s c a l  y e a r  1959,  w h i c h  
e n d s  n e x t  J u n e ,  and  we e x p e c t  a d e f i c i t  o f  o v e r  $12 b i l l i o n ;  and ,  c o n t r a r y  
to w h a t  y o u  m a y  r e a d  in  the  p r e s s ,  I c a n  g ive  y o u  no a s s u r a n c e s  t h a t  i t  
w i l l  b e  a n y  l e s s  t h a n  t h a t - - i t  p r o b a b l y  w i l l  be  m o r e  w h e n  we g e t  to the  
e n d  of  the  y e a r .  T h a t  f o l l o w s  on  top of  a d e f i c i t  of  a b o u t  $3 b i l l i o n  in  the  
p r e v i o u s  f i s c a l  y e a r .  We e x p e c t e d  in  t h i s  f i s c a l  y e a r ,  w h e n  we s e n t  the  
b u d g e t  up l a s t  J a n u a r y ,  t h a t  we w o u l d  h a v e  r e v e n u e s  of  abou t  $ 7 4 . 5  
b i l l i o n ,  and  tha t  e x p e n d i t u r e s  w o u l d  b e  a b o u t  $74 b i l l i o n ,  and  we w o u l d  
h a v e  a $500 m i l l i o n  s u r p l u s .  

I w o n t t  go in to  the  d e t a i l s  of  h o w  a n y o n e  c o u l d  h a v e  b e e n  so w r o n g  
e x c e p t  to po in t  out  t h a t  th i s  y e a r ~ s  b u d g e t  w a s  p r e p a r e d  s h o r t l y  a f t e r  t h e  
S p u t n i k  s i t u a t i o n ~  and  a l s o  w h i l e  we w e r e  in  t he  e a r l y  s t a g e s  of a r e c e s -  
s i o n  w h i c h  no one  w a s  r e a l l y  in  a p o s i t i o n  to m e a s u r e .  B u t ,  i n s t e a d  o~ 
t h o s e  f i g u r e s ,  we n o w  e s t i m a t e  t h a t  o u r  r e v e n u e s  a r e  go ing  to be  down  
a b o u t  $7 b i l l i o n  f r o m  w h a t  we  h a d  e s t i m a t e d  and  o u r  e x p e n d i t u r e s  a r e  
g o i n g  to be  up m o r e  t h a n  $ 5 b i l l i o n  f r o m  w h a t  we h a d  e s t i m a t e d ,  and  
t h e r e  y o u  h a v e  a $12 b i l l i o n  d e f i c i t .  
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That's the largest deficit ever incurred in peacetime in the history 
of this country. People who have an interest in the affairs of their 
Government--and that includes certainly all of you here and all alert 
citizens--are asking us these days, publicly and privately, some pretty 
searching questions about this deficit and the prospects for the future. 
People want to know how we "permitted" such a situation to be created 
and what we anticipate for the next few years. Will the budget be bal- 
anced soon~ or ever? Will spending keep on increasing? Should taxes 
be increased, or should they be reduced, as some people are proposing? 

Lefts discuss for a minute how we got this big deficit. First, on the 
loss in revenue~ there were tax reductions by this last Congress of about 
$700 million, in the face of the growing deficit~ and the rest of the loss is 
due entirely to lowered tax collection, mostly from corporations, as the 
result of the short and recent recession. 

On the expenditure side, the increase of over $5 billion results 
largely from the civilian side of the Government program--our increased 
farm price supports under conditions of bumper crops beyond imagina- 
tion are pushing our expenditures up more than $2 billion above what we 
had expected; the Congress enacted housing legislation providing for the 
purchase of $1 billion worth of mortgages on low-cost homes and other 
housing measures; we have a higher postal deficit in prospect~ despite 
higher postage rates. There were some antirecession programs--the 
acceleration of public works projects; Government pay raises for the 
military and the civilians; some higher defense costs--supplemental 
appropriations, and so on; and other factors. These added up to over 
$5 billion and may well be $6 billion in higher spending ;_~efore we get to 

the end of the year. 

So we have now an estimated spending level for the Government of 
over $79 billion, and this comes, gentlemen, just a year after we had a 
tremendous outcry from the people of this country over a budget that ex- 
ceeded $70 billion in peacetime--up almost $i0 billion from that level in 
the period of one yearls time. 

Now I think we can get down a little more to some of the cases in 
which you are interested. Despite the fact that the increases in our 
spending since January have been largely in nondefense areas~ the 
really important thing about the dimensions of our budget is the over- 
whelming influence of defense and war-connected spending on the total. 
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Fifty-two percent of the 1959 budget goes for military functions 
of the Department of Defense. If you add in mutual security, atomic 
energy, and the stockpiling of strategic materials, it comes to 60 
percent of the budget, and, if we include interest and veterans ~ programs, 
then the cost of past wars and the present cold war amounts to 76 percent, 

or over three-quarters of the budget. 

I t h i n k  t h o s e  a r e  r a t h e r  s o b e r i n g  f i g u r e s .  

Now lefts talk a little bit about the outlook ahead. Some people have 
looked at the situation we are in and have predicted that over the next 
five years we are going to have $60 billion of deficits and a national debt 
of $ 350 billion. I can assure you that we are not ready to give up that 
easily, but I can also tell you, as you perhaps know, that the pressures 
pushing in that direction are mighty, mighty strong. The cold war con- 
tinues; there are steady demands, steady requests for increased expendi- 
tures for the military for deterrent forces, for limited war forces, for 
other programs; in our military and atomic energy programs there are 
built-in growth factors from research to development to construction to 
production, so that programs that begin in one year just naturally neces- 
sitate continued and additive expenditures in subsequent years. 

The Congress wasn't alone in the pressure for expenditures to 
relieve the economic recession. There were many moves in the execu- 
tive branch itself, among the civilian agencies, and those pressures 
still linger on. There is still a philosophy that spending is a good thing 
for the country and a rather urgent sense or feeling on the part of many 
agencies that now is still the" time. We had many fantastic proposals for 
spending and for tax reduction~ or both, as the only way to bring back 
the economy of the country. Even today there are many pessimists who 
question whether we have the strength in this country, the vitality, 
without continuous Federal intervention and forced feeding to resume 

the normal upward growth of this Nation. 

W e l l ,  I t h i n k  a l l  is  no t  p e s s i m i s t i c .  I t h i n k  we  c a n  t a k e  an  o p t i m i s t i c  
v i e w  in s o m e  r e s p e c t s .  S o m e  of  the  a n t i r e c e s s i o n  m e a s u r e s  t h a t  w e r e  
e n a c t e d  l a s t  y e a r  do not  h a v e  to be  r e p e a t e d  in  the  f a c e  of the  e c o n o m i c  
u p t u r n  t h a t  is  now p r e v a i l i n g .  T h e  u n e m p l o y m e n t  i n s u r a n c e  p r o g r a m ,  
f o r  o n e  th ing ,  a n d  the  e x t e n s i v e  p u r c h a s e s  of  a b i l l i o n  d o l l a r s  in  m o r t a g e s  
on  s m a l l  h o m e s ,  s h o u l d  no l o n g e r  be  n e c e s s a r y .  On the  o t h e r  h a n d ,  
t h e r e  a r e  s o m e  of the  m e a s u r e s  t h a t  w e r e  i n i t i a t e d  l a s t  y e a r - - t h e  
a c c e l e r a t i o n  of p u b l i c  w o r k s  p r o j e c t s ,  c o n s t r u c t i o n  p r o g r a m s ,  and  so  
f o r t h - - t h a t  j u s t  p e r p e t u a t e  t h e m s e l v e s  on  h i g h e r  p l a t e a u s ,  and  b e c o m e  v e r y  

d i f f i c u l t  to c o n t a i n  o r  to r e d u c e .  



I th ink  a l s o  on  the  r e c e i p t s  s i d e  tha t  e c o n o m i c  a c t i v i t y  w i l l  b r i n g  
us  s u b s t a n t i a l l y  i n c r e a s e d  r e v e n u e s .  I a m  go ing  to g ive  y o u  s o m e  
f i g u r e s  h e r e  wi th  the i d e a  tha t  t h e y  a r e  g e n e r a l  a s s u m p t i o n s  a t  th i s  
t i m e  and  no t  p r e d i c t i o n s .  I t h ink  o u r  e c o n o m i s t s  a n d  o u r  s t a t i s t i c i a n s  
b e l i e v e  tha t ,  if  by  f i s c a l  y e a r  1961, the  c o u n t r y  h a s  no t  o n l y  r e c o v e r e d  
f r o m  the r e c e s s i o n  to i t s  p r e v i o u s  l e v e l  b u t  h a s  r e g a i n e d  i t s  p l a c e  on the  
n o r m a l  g r o w t h  c h a r t  of  the  N a t i o n ,  we c o u l d  ge t  b a c k  to a l e v e l  of  
r e c e i p t s  of  c l o s e  to $ 80 b i l l i o n .  Now,  if we c o u l d  g e t  to $80 b i l l i o n  in  
r e v e n u e s  in 1961, two f i s c a l  y e a r s  a h e a d  of w h e r e  we a r e ,  t h e n  the q u e s -  
t i o n  of  w h e t h e r  we ge t  to a b a l a n c e d  b u d g e t  d e p e n d s  upon  w h a t  we do wi th  
e x p e n d i t u r e s  in the  m e a n t i m e .  T h e y  a r e  a t  the $80 b i l l i o n  l e v e l  now.  I f  
we c a n  h o l d  t h e m  at  tha t  l e v e l  o r  r e d u c e  t h e m  we c o u l d  ge t  to a b a l a n c e d  
b u d g e t  b y  1961 o r  e v e n  b e f o r e .  It w o u l d n l t  be  e a s y ,  bu t  it is  p o s s i b l e ,  
a n d  it is  s o m e t h i n g  tha t  we in  the  f i n a n c i a l  s i d e  of the  G o v e r n m e n t  a r e  
g i v i n g  v e r y  s e r i o u s  c o n s i d e r a t i o n  to n o w .  

I t h ink  it  is  a f a c t  tha t  t h e r e  is  a g r e a t  d e a l  of c o n c e r n  in  f i n a n c i a l  
c i r c l e s  abou t  i n f l a t i o n ,  abou t  w h e r e  we a r e  go ing  f i n a n c i a l l y  in  th i s  
c o u n t r y ,  abou t  p o s s i b i l i t y  of  d e t e r i o r a t i o n  in  the  v a l u e  of  the  d o l l a r .  I t  
i s  c e r t a i n l y  a p r o b l e m ,  as  I s h a l l  t r y  to d e v e l o p  l a t e r ,  t ha t  r a n k s  wi th  
the  p r o b l e m  of  n a t i o n a l  s e c u r i t y  on the  m i l i t a r y  s i d e ,  b e c a u s e  tha t  k i n d  
of  s i t u a t i o n  c a n  l e a d  to the d e s t r u c t i o n  of o u r  s e c u r i t y ,  j u s t  as  m u c h  as  
n e g l e c t . o f  o u r  m i l i t a r y  r e s o u r c e s .  

We c a n  ge t  to a b a l a n c e d  b u d g e t  if the  p e o p l e  of the  c o u n t r y  w i l l  
e x e r c i s e  r e s t r a i n t  on  t h e i r  d e m a n d s  on the  G o v e r n m e n t  f o r  n e w  p r o g r a m s ,  
if  t h e y  wi l l  s u p p o r t  A d m i n i s t r a t i o n  p r o g r a m s  f o r  g r a d u a l  r e d u c t i o n  in 
s p e n d i n g  l e v e l s .  I m u s t  s a y  h e r e  in  a l l  f r a n k n e s s  t ha t ,  c o n s i d e r i n g  the  
p o r t i o n  of the  b u d g e t  d e v o t e d  to d e f e n s e  p u r p o s e s ,  and  the p r e s s u r e s  
t ha t  c e r t a i n l y  e x i s t  f o r  e x p a n d i n g  d e f e n s e  p r o g r a m s ,  and  the  o p p o r t u n i t i e s  
f o r  c u t t i n g  b a c k  s o m e  p r o g r a m s  w i t h o u t  j e o p a r d i z i n g  o u r  s t r e n g t h ,  the 
r e s t r a i n t s  and  r e d u c t i o n s  m u s t  a p p l y  in  the  d e f e n s e  a r e a  as  w e l l  as  in 
c i v i l i a n  p r o g r a m s  if we a r e  g o i n g  to s u c c e e d  in f a c i n g  up to th i s  p r o b l e m .  

In short, the dangers of our present budget imbalance are so great 
that they just should not be underestimated. We have these facts: In the 
space of a few short years we have gone from a $ 70 billion budget level 
to the era of an $ 80 billion budget level without receipts catching up. 

T h e  f a c t  of  the  m a t t e r  is  tha t ,  on  a c a s h  b a s i s ,  if  y o u  t ake  in to  a c c o u n t  
p a y m e n t s  t ha t  go out  of the t r u s t  f u n d s  f o r  h i g h w a y  c o n s t r u c t i o n ,  s o c i a l  
s e c u r i t y ,  and  m a n y  t h i n g s  l ike  t ha t ,  tha t  don l t  a p p e a r  in the $ 80 b i l l i o n  
f i g u r e ,  F e d e r a l  e x p e n d i t u r e s  t h i s  y e a r  w i l l  c o m e  c l o s e  to $ 95 b i l l i o n  
o r  2 . 5  t i m e s  w h a t  t h e y  w e r e  j u s t  10 y e a r s  a g o .  T h e  p u b l i c  d e b t  c e i l i n g  
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i s  up to $ 288 b i l l i o n ,  a n d ,  a s  I s a i d ,  we h a v e  m a n y  d e b t  m a n a g e m e n t  
p r o b l e m s .  If we h a v e  a d e f i c i t  in 1960,  t h e n  c e r t a i n l y  t h e r e  m u s t  b e  
a n o t h e r  i n c r e a s e  in t h a t  d e b t  c e i l i n g .  

I n d i v i d u a l  and  b u s i n e s s  i n c o m e  t a x  r a t e s  a r e  s o  h i g h  t h a t  in  the  
o p i n i o n  of  m a n y  o b j e c t i v e s  a n a l y s t s  t h e y  a r e  e x e r c i s i n g  a d e t e r r e n t  on  
o u r  r a t e  of  n a t i o n a l  g r o w t h .  T h e r e  a r e  m a n y  p r o p o s a l s  f o r  t a x  r e d u c t i o n .  
As  I h a v e  s a i d ,  the  d e m a n d s  f o r  m o r e  G o v e r n m e n t  s p e n d i n g  a r e  g r o w i n g ,  
a n d  t h e y  a r e  b e c o m i n g  h a r d e r  to  r e s i s t .  

B u t ,  f r o m  w h e r e  I s t a n d ,  a b u d g e t  i n c r e a s e  of  $7 b i l l i o n  in  one  y e a r  
in  e x p e n d i t u r e s  is  a r u n a w a y  s i t u a t i o n .  I f  we w e r e  to  a p p r o v e  a l l  t h e  
p e r s u a s i v e  p r o p o s a l s  t h a t  c o m e  to us  f r o m  the  a g e n c i e s  f o r  1960,  in  the  
f a c e  of  a d i r e c t i v e  f r o m  the  P r e s i d e n t  f o r  S p a r t a n  e c o n o m y ,  we w o u l d  
f i n d  o u r s e l v e s  w i t h  a b u d g e t  n o t  of  $80  b i l l i o n  b u t  m u c h ,  m u c h  h i g h e r .  I 
w o n t t  t r y  to  p i c k  a b u d g e t  l e v e l  t h a t  w o u l d  be  c a t a s t r o p h i c  f o r  the  c o u n t r y .  
I d o n l t  t h i n k  a n y o n e  k n o w s  w h e r e  t he  b r e a k i n g  p o i n t  is  on  e x p e n d i t u r e s  in  
t h i s  c o u n t r y .  B u t  I t h i n k  the  o n l y  g u i d e  m a r k  we h a v e ,  t he  o n l y  l a n d m a r k  
b y  w h i c h  we c a n  go ,  is  t he  c o u n t r y t s  c a p a c i t y  to  s u p p o r t  e x p e n d i t u r e s  
w i t h o u t  c o n f i s e a t o r y  t a x e s ,  w i t h o u t  an  u n m a n a g e a b l e  d e b t ,  w i t h o u t  i n f l a -  
t i o n a r y  d e f i c i t s ,  a n d  w i t h o u t  d i s t o r t i o n s  w h i c h  t h r o w  ou t  of  p r o p o r t i o n  the  
u s e  of  o u r  r e s o u r c e s .  

The job now, I am sure you all agree, is to get our fiscal affairs in 
order. Unfortunately, the base of the 1960 budget is set very largely 
by actions already taken place a year or more earlier in the Congress. 
There simply isnlt the flexibility to reduce the figures very materially. 
The major problem for 1960 and 1961 boils down very simply to our 
a b i l i t y  to h o l d  in  c h e c k  t he  p r e s s u r e s  t h a t  m o v e  u p w a r d  a n d  f o r w a r d .  T h a t  
d o e s n r t  m e a n  t h a t  we w i l l  n e g l e c t  a n y  p o s s i b i l i t i e s  f o r  r e d u c t i o n  o r  t h a t  
o u r  p r o p o s a l s  f o r  l a s t  y e a r  f o r  l o n g - r a n g e  c u r t a i l m e n t  w i l l  b e  a b a n d o n e d .  

I t  m a y  i n t e r e s t  y o u  to  k n o w  t h a t  l a s t  y e a r  in  t h e  b u d g e t  t he  P r e s i d e n t  
s u b m i t t e d  to  t he  C o n g r e s s  16 r e c o m m e n d a t i o n s  f o r  l o n g - r a n g e  b u d g e t  
r e d u c t i o n .  E i g h t  of  t h o s e  r e c e i v e d  n o  a c t i o n ;  f o u r  o f  t h e m  w e r e  p a r t i a l l y  
a d o p t e d ;  a n d  f o u r  of  t h e m  w e r e  r e v e r s e d  in f a v o r  of h i g h e r  s p e n d i n g  
p r o g r a m s  t h a t  s u b s t a n t i a l l y  w i p e d  ou t  any  s a v i n g s  g a i n e d  b y  the  f o u r  t h a t  
w e r e  p a r t i a l l y  a d o p t e d .  

So~ if  y o u  b o i l  i t  a l l  d o w n ,  I t h i n k  t he  A m e r i c a n  p e o p l e  h a v e  a n e c e s -  
s i t y  of f a c i n g  up to a 5 - p o i n t  p r o g r a m ,  if y o u  w a n t  to  c a l l  i t  t h a t ,  i f  we 
a r e  to  c o n s t r u c t  b u d g e t s  in  the  n e x t  f e w  y e a r s  on  a n y  b a s i s  of  r e s p o n s i b i -  
l i t y .  
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F i r s t ,  we h a v e  to m a i n t a i n  n a t i o n a l  s t r e n g t h ,  w i t h o u t  h o p e  of  a n y  
s i g n i f i c a n t  r e d u c t i o n s  in  d e f e n s e  c o s t s  u n t i l  a s e c u r e  u n d e r s t a n d i n g  w i t h  
t h e  S o v i e t s  is  r e a c h e d ,  a n d  I a m  s u r e  we a l l  a g r e e  t h a t  t h a t  k i n d  of  u n d e r -  
s t a n d i n g  c a n l t  c o m e  o v e r n i g h t .  I t  c a n  c o m e  o n l y  s l o w l y ,  s t e p  b y  s t e p ,  
a n d  b u d g e t  c h a n g e s  c a n  c o m e  o n l y  s l o w l y  in  t he  s a m e  d e g r e e .  

S e c o n d ,  we h a v e  to e x e r c i s e  c o m p l e t e l y  S p a r t a n  r e s t r a i n t  i n  p r o -  
p o s a l s  f o r  n e w  s p e n d i n g  f o r  c i v i l i a n  p u r p o s e s  o r  f o r  i n c r e a s e s  i n  t h e  
l e v e l  of  a n y  p r e s e n t  c i v i l i a n  p r o g r a m .  

T h i r d ,  we  h a v e  to s e e k  a l l  p o s s i b l e  o p p o r t u n i t i e s  f o r  g r a d u a l ,  l o n g -  
t e r m  r e d u c t i o n s  in  F e d e r a l  a c t i v i t i e s .  

F o u r t h ,  we h a v e  to i n c r e a s e  o u r  r e v e n u e s  by  r e a s o n a b l e  u s e r  
c h a r g e s  to r e c o v e r  t h e  m e a s u r a b l e  c o s t  of  G o v e r n m e n t  s e r v i c e s  t h a t  a r e  
f u r n i s h e d  to s p e c i f i c  i d e n t i f i a b l e  i n d i v i d u a l s .  I a m  s p e a k i n g  of  t h i n g s  
l i k e  t he  p o s t a l  s e r v i c e ,  t he  u s e  o f  t he  h i g h w a y s ,  a n d  so  on .  

F i n a l l y ,  we h a v e  to t a k e  a l l  r e a s o n a b l e  s t e p s  t h a t  we  c a n  to e n c o u r a g e  
t he  g r o w t h  of  o u r  e c o n o m y  in  o r d e r  to i n c r e a s e  n a t i o n a l  r e v e n u e s  a n d  
g r a d u a l l y  r e d u c e  t h i s  d e f i c i t  m a r g i n .  

I f  we a s  a N a t i o n  d e c i d e  to do t h e s e  t h i n g s ,  we  c a n ,  i f  we h a v e  c o n -  
t i n u e d  p e a c e ,  n o t  o n l y  a v o i d  t a x  i n c r e a s e s  b u t  we  c a n  h o l d  o u t  to the  
p e o p l e  t h e  h o p e ,  t he  p r o s p e c t ,  t h a t  s o o n  a g a i n  we w i l l  h a v e  b a l a n c e d  
b u d g e t s ,  we w i l l  h a v e  t ax  r e d u c t i o n s ,  a n d  p e r h a p s  we w i l l  h a v e  i n c r e a s e s  
i n  t he  p r o g r a m s  t h a t  a r e  s o  i m p o r t a n t  f o r  t he  N a t i o n t s  c i v i l i a n  w e l f a r e .  

A b o u t  10 d a y s  ago  A s s i s t a n t  S e c r e t a r y  M c N e i l  w a s  h e r e .  H e  t a l k e d  
to y o u  a b o u t  s o m e  d e f e n s e  n e e d s  t h a t  a r e  c o m p e t i n g  f o r  b u d g e t  f u n d s  in  
t h e  y e a r s  i m m e d i a t e l y  a h e a d .  A f t e r  m a k i n g  m o d e r a t e  a l l o w a n c e s  f o r  
s o m e  b u d g e t a r y  i n c r e a s e s ,  and  a f t e r  a s s u m i n g  a n  o p t i m i s t i c  e c o n o m i c  
p i c t u r e ,  h e  t h o u g h t  m a y b e  we  c o u l d  b a l a n c e  the  b u d g e t  by  1962.  I t h i n k  
h i s  a n a l y s i s  w a s  w h o l l y  s o u n d  a n d  I a g r e e  w i t h  h i m ,  b u t  I t h i n k  we  o u g h t  
to  h a v e  a b e t t e r  o b j e c t i v e  t h a n  t h a t ;  I t h i n k  we  o u g h t  to t r y  to b a l a n c e  the  
b u d g e t  in  1961 ,  a n d  I t h i n k  we  o u g h t  n o t  to g i v e  up t h e  p o s s i b i l i t y  o f  
b a l a n c i n g  i t  e v e n  in  1960 .  

If we don't assure the people of the country and the people of the 
world, in fact, that we are facing up to fiscal responsibility, if we keep 
putting off year after year facing up to the problem of a balanced budget, 
• we may never be able to get the things we plan because we will have 
kept in motion the forces that cheapen, that eat away, the value of our 

money. 
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Now I would like to take another few minutes to talk a little bit about 

budgeting for the Department of Defense in a little more specific terms 

but not in terms of individual programs or projects. We all know we 

are in an era of teehnologieal revolution. There have been tremendous 

changes in the methods of warfare, offensive and defensive, and they are 

occurring every day. To adapt to these changes is a challenge to every 

one of us ,  p a r t i c u l a r l y  to the S e c r e t a r y  of Defense~ the J o i n t  Ch ie f s  of 
Staff,  and  the p l a n n e r s  of the e n t i r e  d e p a r t m e n t .  

Not long ago I a s k e d  m y  s ta f f  to m a k e  an a n a l y s i s  d e a l i n g  wi th  the 
n a t u r e  of the d e f e n s e  budge t ,  and I th ink  the f i g u r e s  a r e  qui te  i n t e r e s t i n g  
and that  you would  l ike  to h e a r  t h e m .  As I s a i d ,  the budge t  fo r  the 
D e p a r t m e n t  of D e f e n s e ,  l ike  those  of the o t h e r  a g e n c i e s ,  is put  t o g e t h e r  
a y e a r  b e f o r e  the f i s c a l  p e r i o d  to w h i c h  the f i g u r e s  r e l a t e .  An a p p r o p r i a -  
t ion  is m e r e l y  an a u t h o r i z a t i o n  to s p e n d .  Spend ing  a l s o  h a s  a t i m e - l a g  
f a c t o r .  So, in p l a n n i n g  a p p r o p r i a t i o n s  to be  e n a c t e d  for  any one y e a r ,  
we a r e  p l a n n i n g  s p e n d i n g  fo r  a p e r i o d  not  in that  s a m e  y e a r  but a n y w h e r e  
f r o m  3 to 5 to 10 y e a r s  a h e a d ,  in s o m e  c a s e s .  

We d i v i d e d  the d e f e n s e  a p p r o p r i a t i o n  in to  fou r  c a t e g o r i e s ;  f i r s t ,  
t hose  a m o u n t s  fo r  a c t i v e  duty  m i l i t a r y  p e r s o n n e l .  T h a t l s  the on ly  m o n e y  
that  is  p r i m a r i l y  s p e n t  the s a m e  y e a r  that  it is a p p r o p r i a t e d  f o r .  T h a t  
a c c o u n t s  fo r  about  26 p e r c e n t  of d e f e n s e  s p e n d i n g .  T h e n  t h e r e  a r e  a p p r o -  
p r i a t i o n s  fo r  o p e r a t i o n s  and m a i n t e n a n c e  in which  s p e n d i n g  is d i v i d e d  
b e t w e e n  the budge t  y e a r  and the y e a r  f o l l owing .  T h a t  a c c o u n t s  fo r  about  
23 p e r c e n t  of the d e f e n s e  to ta l .  T h e n  t h e r e  a r e  a p p r o p r i a t i o n s  fo r  p r o -  
c u r e m e n t  of w e a p o n  s y s t e m s  and fo r  c o n s t r u c t i o n  of b a s e s .  H e r e  we a r e  
l ook ing  a h e a d  to s p e n d i n g  f r o m  3 to 5 y e a r s  a f t e r  the budge t  y e a r .  Tha t  
a c c o u n t s  fo r  34 p e r c e n t ,  o r  o v e r  o n e - t h i r d  of the d e f e n s e  b u d g e t .  And 
f i n a l l y  t h e r e  is the m o n e y  fo r  r e s e a r c h a  d e v e l o p m e n t ,  t e s t ,  and e v a l u a -  
t ion ,  w h i c h  r e s u l t s  in the d e l i v e r y  of new w e a p o n s ,  and so  f o r t h ,  and 
this  goes  in m a n y  c a s e s  away  b e y o n d  f ive y e a r s .  Th i s  a m o u n t s  to 12 p e r -  
c en t  of the s p e n d i n g .  T h a t  l e a v e s  a n o t h e r  5 p e r c e n t  fo r  e s t a b l i s h m e n t -  
w i s e  a c t i v i t i e s ,  r e s e r v e  p r o g r a m s ,  and so  f o r t h .  

So you can  s e e  tha t  the fou r  m a j o r  s e g m e n t s  of the d e f e n s e  a p p r o -  
p r i a t i o n s  budge t  f o r  any y e a r  a r e  p r e t t y  w i d e l y  s e p a r a t e d  as to the y e a r  
of i m p a c t  on s p e n d i n g .  T o  put  it  the o t h e r  way,  o v e r  h a l f  of the m i l i t a r y  
s p e n d i n g  th is  y e a r  is the r e s u l t  of d e c i s i o n s  m a d e  in e a r l i e r  y e a r s ,  s o m e  
of t h e m  f ive or  m o r e  y e a r s  ago .  I t  is  e v i d e n t  tha t  the budge t  for  d e f e n s e  
is a p r e t t y  c o m p l e x  d o c u m e n t  when  it is e x a m i n e d  in r e l a t i o n  to this  
p h a s i n g  of the m o n e y .  Of c o u r s e  that  is c o m p l i c a t e d  by  the fac t  tha t  it 
b r e a k s  down into the s a m e  s i t u a t i o n  in e a c h  of the t h r e e  s e r v i c e s .  And 
e a c h  s e r v i c e  is p r o m o t i n g  its c l a i m  fo r  a f a i r  s h a r e  of the to t a l  b u d g e t .  
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Could it be that these complexities in budgeting for defense are 
what has produced the same percentage distribution to each of the three 
services year after year? Is it coincidence, or is it compromise, that 
each of the services gets the same percentage in a period in which vast 
changes and many new concepts are being woven into strategic and 
tactical planning of the armed services ? In any event, I think we all 
agree, and I am sure that the Secretary of Defense agrees, that we do 
need some different approaches to the defense budget problem. 

T h e  r e o r g a n i z a t i o n  of the D e f e n s e  D e p a r t m e n t ,  e n a c t e d  by the 
C o n g r e s s  at the u r g e n t  i n s i s t e n c e  of the P r e s i d e n t ,  g i v e s  us an o p p o r -  
tun i ty ,  a l l  of us ,  to th ink about  s o m e  new i d e a s  in d e f e n s e  b u d g e t a r y  
th ink ing .  T h e  P r e s i d e n t  m a d e  a m a j o r  poin t  about  the b u d g e t  fo r  the 
D e f e n s e  D e p a r t m e n t  in h i s  M e s s a g e  to C o n g r e s s  on 3 A p r i l  of th is  y e a r .  
He  s a i d  that  t h e r e  is n e e d  fo r  the S e c r e t a r y  of D e f e n s e  to have  g r e a t e r  
a u t h o r i t y  and f l e x i b i l i t y  in m o n e y  m a t t e r s ,  both a m o n g  and wi th in  the 
m i l i t a r y  d e p a r t m e n t s  and that  th is  n e e d  was  p a r t i c u l a r l y  a c u t e  in r e s p e c t  
to h i s  p o w e r s  of s t r a t e g i c  p l a n n i n g  and o p e r a t i o n a l  d i r e c t i o n .  He s a i d  
that  the p r e s e n t  m e t h o d  of a p p r o p r i a t i n g  a l l  m o n e y  d i r e c t l y  to the s e r v -  
i c e s  has  w o r k e d  a g a i n s t  the uni ty  of the D e p a r t m e n t  of D e f e n s e  as  an  
e x e c u t i v e  d e p a r t m e n t  of the G o v e r n m e n t .  

T h e  b u d g e t  for  the f i s c a l  y e a r  1960~ which  wi l l  be  s en t  to the 
C o n g r e s s  next  J a n u a r y ,  I am s u r e ,  wi l l  c o n t a i n  s o m e  m a j o r  c h a n g e s  
that  a r e  d e s i g n e d  to give e f f ec t  g e n e r a l l y  to the r e c o m m e n d a t i o n s  and 
the w i s h e s  of the P r e s i d e n t .  T h o s e  c h a n g e s  a r e  u n d e r  d i s c u s s i o n  and I 
can l t  at  this  t i m e  t e l l  you e x a c t l y  and p r e c i s e l y  what  they  wi l l  b e .  

A s s i s t a n t  S e c r e t a r y  M c N e i l ,  when  he t a lked  t o  you about  s o m e  of 
the m a n y  f a c t o r s  that  a r e  i n c r e a s i n g  the c o s t s  and e x p e n d i t u r e s  fo r  
the d e f e n s e  e f fo r t ,  po in t ed  out tha t  fo r  m a n y  r e a s o n s  t h e r e  would  have  
to be a d j u s t m e n t s  in the d e f e n s e  a p p r o p r i a t i o n s .  I r e c o g n i z e  that  t h e r e  
a r e  m a n y  of t h e s e  f a c t o r s .  I r e c o g n i z e  tha t  t h e r e  a r e  r i s i n g  c o s t s .  
T h e s e  c r e a t e  a p r o b l e m  fo r  any  b u s i n e s s j  p a r t i c u l a r l y  a b u s i n e s s  that  is 
t r y i n g  to m o d e r n i z e  i ts  p lan t  and e q u i p m e n t  and adopt  new m e t h o d s  and 
t e c h n i q u e s .  But ,  the v e r y  fac t  that  a b u s i n e s s  is m o d e r n i z i n g ,  that  an  
a c t i v i t y  is b e i n g  m o d e r n i z e d ,  m e a n s  that  it  is s t a r t i n g  to th ink  d i f f e r e n t l y ,  
to t r y  new and d i f f e r e n t  a p p r o a c h e s .  

I th ink  that  that ,  too, is a n e c e s s i t y  fo r  the D e p a r t m e n t  of D e f e n s e  
as  w e l l  as  f o r  a p r i v a t e  b u s i n e s s .  New m e t h o d s  c a l l  f o r  i n c r e a s e s  in 
c o s t ,  but  t hey  shou ld  l ead ,  o n  the o t h e r  hand ,  to l a r g e - s c a l e  s a v i n g s  
e l s e w h e r e .  And h e r e  l i e s  the p r o b l e m .  

12 



C13: 

As we  m o v e  f r o m  an  o l d  s y s t e m  to a n e w  o n e ,  t h e  t e n d e n c y  is  to  
r i d e  b o t h  h o r s e s .  T h e  a x i o m  t h a t  a w e a p o n  s h o u l d  n o t  b e  d i s c a r d e d  a s  
l o n g  a s  t h e r e  i s  a r e m o t e l y  p o s s i b l e  u s e  f o r  i t  s e e m s  to h a v e  s w o l l e n  
o u r  a r s e n a l  o f  d i f f e r e n t  w e a p o n s  to  t r e m e n d o u s  p r o p o r t i o n s .  W i t h  t h e  
m a n y  a d v a n c e s  i n  t e c h n o l o g y ,  t h e  b u d g e t  w i l l  s o a r  h i g h e r  a n d  h i g h e r ,  
u n l e s s  we  c a n  m a k e  n o w ,  t h i s  y e a r ,  s o m e  h a r d  c h o i c e s  n e c e s s a r y  to  
k e e p  i t  w i t h i n  o u r  m e a n s .  

Y o u  g e n t l e m e n  a r e  a g r o u p  of  s e l e c t e d  o f f i c e r s  of  t h e  a r m e d  s e r v i c e s ,  
a g r o u p  t h a t ,  I a m  s u r e ,  c o n t a i n s  m a n y  w h o  w i l l  m o v e  i n t o  k e y  p o s i t i o n s  
i n  the  P e n t a g o n ,  in  t h e  u n i f i e d  c o m m a n d s ,  a n d  in  the  f i e l d  g e n e r a l l y .  
W h a t  I a m  s a y i n g  b o i l s  d o w n  to two  p o i n t s  t h a t  I h o p e ,  if  y o u  f o r g e t  
e v e r y t h i n g  e l s e  I h a v e  s a i d  t o d a y ,  y o u  w i l l  r e t a i n  in  y o u r  m e m o r i e s  a n d  
c a r r y  a w a y  w i t h  y o u  a n d  a p p l y  in  y o u r  f u t u r e  p a r t i c i p a t i o n  in  m i l i t a r y  
a f f a i r s .  I t h i n k  t h e y  e m b r a c e  t h e  h i g h l y  c o m p l e x  j ob  of  p l a n n i n g  and  
p r o g r a m i n g  o u r  d e f e n s e  b u d g e t  to g i v e  u s  a d e q u a t e  s e c u r i t y  w i t h  a 
m i n i m u m  of  d o l l a r s .  

F i r s t ,  we j u s t  canTt  b u y  e v e r y t h i n g  w e l d  l i k e  to h a v e .  W h a t  o u r  
c o u n t r y  n e e d s  i s  a m i l i t a r y  o r g a n i z a t i o n  t h a t  c a n  b e  r e c r u i t e d ,  t r a i n e d ,  
e q u i p p e d ,  a n d  d e p l o y e d  to b e s t  c a r r y  o u t  the  u n i f i e d  m i l i t a r y  m i s s i o n s  
o f  the  D e f e n s e  D e p a r t m e n t  in' s u p p o r t  of  o u r  b a s i c  p o l i c i e s  a t  t he  m i n i m u m  
l e v e l  of  e x p e n d i t u r e  t h a t  w i l l  do  the  j ob .  We m u s t  f i n d  t he  m e a n s  to 
e v a l u a t e  a n d  f i t  w e a p o n s  p r o g r a m s  to t h e i r  m o s t  e f f e c t i v e  u s e  a n d  p e r h a p s  
t a k e  e v e n  s o m e  c a l c u l a t e d  r i s k s  o n  w e a p o n s  of  m a r g i n a l  u s e f u l n e s s  a n d  
u t i l i t y .  A l l  o f  t h i s  h a s  to b e  d o n e  o n  an  a c r o s s - t h e - b o a r d  b a s i s ,  w i t h o u t  
r e g a r d  to s e r v i c e  p r i d e  o r  s e r v i c e  t r a d i t i o n s .  

S e c o n d ,  i f  we  a r e  to s u r v i v e ,  we  m u s t  e m p l o y  e v e r y  m e a n s  p o s s i b l e  
to e l i m i n a t e  d u p l i c a t i o n  a n d  u n n e c e s s a r y  o v e r l a p  o f  m i l i t a r y  m i s s i o n  
c a p a b i l i t y ;  we  m u s t  c l o s e  d o w n  e x c e s s  c a m p s ,  p o s t s ,  and  s t a t i o n s ;  a n d  
we  m u s t  w r i n g  w a s t e  o u t  o f  t he  s u p p l y  a n d  l o g i s t i c  p i p e l i n e ,  w h e r e v e r  
i t  a p p e a r s .  A n d  t h e s e  t h i n g s ,  t o o ,  g e n t l e m e n ,  m u s t  b e  d o n e  w i t h o u t  r e -  
g a r d  to s e r v i c e  s e n t i m e n t  o r  p a s t  p r a c t i c e .  

O n  b o t h  o f  t h e s e  c o u n t s ,  we  h a v e  to f a c e  up  to t he  n e c e s s i t y  o f  
o v e r c o m i n g  t h e  p r e s s u r e s  g e n e r a t e d  b y  v e s t e d  i n t e r e s t s .  I a m  n o t  
s p e a k i n g  of  t h e  s e r v i c e s  w h e n  I s a y  t h a t ;  I a m  s p e a k i n g  of  c o m m u n i t i e s ,  
i n d u s t r i a l  g r o u p s ,  i n d u s t r i a l  C o m p a n i e s ,  and  s o  on .  

N o w ,  f o r  a n o t h e r  m i n u t e ,  a n d  no m o r e  t h a n  t h a t ,  I w o u l d  l i k e  to go 
b a c k  a g a i n  to t he  b r o a d  q u e s t i o n  of  w h y  we  h a v e  to f a c e  up to t h i s  r e s p o n -  
s i b i l i t y ,  w h y  t h e s e  e c o n o m i e s  a r e  n e c e s s a r y ,  a n d  w h y  t he  s e c u r i t y  of  t he  
c o u n t r y  d e p e n d s  u p o n  t h e m .  
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W e l l ,  f i r s t ,  I c o u l d  s a y  i t ' s  g o o d  b u s i n e s s ,  j u s t  c o m m o n  s e n s e .  
T h e  d e f e n s e  b u d g e t  m u s t  b e  c o o r d i n a t e d  w i t h  o v e r a l l  n a t i o n a l  s e c u r i t y  
p o l i c y ,  o u r  f o r e i g n  p o l i c y ,  a n d  o u r  f i s c a l  a n d  e c o n o m i c  p o l i c i e s  to 
p r o d u c e  a s o u n d  and  s a f e  n a t i o n a l  p r o g r a m .  T h e r e  i s  a m e a n s  o f  c o -  
o r d i n a t i o n  of  t h e s e  t h i n g s  t h r o u g h  the  N a t i o n a l  S e c u r i t y  C o u n c i l ,  b u t  i t s  
p o l i c i e s  a n d  o b j e c t i v e s  a r e  s t a t e d  in  v e r y  b r o a d  t e r m s .  No t  u n t i l  t h e  
a g e n c i e s  h a v e  t r a n s l a t e d  t h e s e  p l a n s  i n t o  b u d g e t s  do  we s e e  t h e  f u l l  
f i s c a l  i m p l i c a t i o n s .  I t  i s  o n l y  t h e n  t h a t  the  P r e s i d e n t  and  h i s  a d v i s e r s  
c a n  v i e w  a n d  e v a l u a t e  the  m a j o r  p r o g r a m s  in  t e r m s  of  t h e i r  r e l a t i v e  
i m p o r t a n c e .  

I t  i s  a t  t h a t  p o i n t  t h a t  d e f e n s e  r e q u i r e m e n t s  m u s t  b e  b r o u g h t  i n t o  
h a r m o n y  w i t h  the  o t h e r  p a r t s  o f  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 ,  t h e  n o n -  
s e c u r i t y  p r o g r a m s ,  a n d ,  f i n a l l y ,  w i t h  o u r  e c o n o m i c  a n d  f i s c a l  p o l i c i e s .  
T h e  P r e s i d e n t  a n d  h i s  a d v i s e r s  m u s t  h a v e  s o l i d ,  w e l l  c o n c e i v e d ,  a n d  
r e a s o n a b l e  e s t i m a t e s  f o r  t he  m a j o r  p r o g r a m s .  I t  i s  o n l y  c o m m o n  s e n s e  
to c o n s i d e r  t h a t  a p r o g r a m  t h a t  c a r r i e s  an  e x c e s s i v e  e s t i m a t e ,  o r  i s  
m a r g i n a l ,  o r  i s  p l u s h ,  in  t e r m s  of  r e a l  f i s c a l  n e e d s ,  f o r c e s  ou t  o t h e r  
p r o g r a m s  t h a t  e i t h e r  h a v e  to b e  c u t  b a c k  o r  e l i m i n a t e d  to the  d e t r i m e n t ,  
s o m e t i m e s ,  o f  o u r  t o t a l  n a t i o n a l  i n t e r e s t .  

T o  o b t a i n  a p r o p e r  b a l a n c e  in  the  m i l i t a r y  a n d  c i v i l i a n  p r o g r a m s  
r e q u i r e s  o n  b o t h  s i d e s  t h a t  r e a l i s t i c  e s t i m a t e s  of  r e q u i r e m e n t s  b e  m a d e  
in  the  f i r s t  i n s t a n c e .  

F o r  t h e  l a s t  s e v e n  y e a r s ,  a n d  a g a i n  f o r  t he  c u r r e n t  y e a r ,  t h e  c o s t  
o f  s u p p o r t i n g  the  m i l i t a r y  f u n c t i o n s  o f  t he  D e p a r t m e n t  of  D e f e n s e  h a s  
r u n  b e t w e e n  52 and  60 p e r c e n t  o f  o u r  t o t a l  G o v e r n m e n t  e x p e n d i t u r e s .  
I f  we  m u s t  m a i n t a i n  a h i g h  l e v e l  of  d e f e n s e  s p e n d i n g  f o r  t he  i n d e f i n i t e  
f u t u r e - - a n d  I a m  s u r e  we  a l l  c o n c e d e  t h a t - - t h e n  we  h a v e  to w o r k  t o w a r d  
two  g o a l s  s i m u l t a n e o u s l y :  one  to b u i l d  a n d  m a i n t a i n  a w o r l d w i d e  d e f e n s e  
s y s t e m  c a p a b l e  of  m e e t i n g  a w a r  t h r e a t  w h e n e v e r  a n d  w h e r e v e r  i t  m a y  
o c c u r ;  and  t h e  o t h e r  to f o s t e r  a s o u n d  e c o n o m i c  c l i m a t e  w h i c h  c a n  s u p -  
p o r t  t he  d e f e n s e  p r o g r a m  a n d ,  in  c a s e  of  e m e r g e n c y ,  p e r m i t  i t s  r a p i d  
e x p a n s  ion .  

I t  i s  i m p o s s i b l e  a n d  i t  i s  u t t e r l y  u n r e a l i s t i c  to t a l k  a b o u t  c u r r e n t  
p r o b l e m s  in  t e r m s  of  p u r e l y  m i l i t a r y  j u d g m e n t ,  o n  t he  one  h a n d ,  o r  
p u r e l y  e c o n o m i c  j u d g m e n t ,  o n  the  o t h e r ;  n o r  i s  t h e r e  a n y  f i x e d  f o r m u l a  
f o r  m e e t i n g  t he  two g o a l s .  W i s e  a c t i o n s  c a n  r e s u l t  o n l y  f r o m  a c o n -  
t i n u i n g  a w a r e n e s s  b y  a l l  of  u s  of  t he  i n t e r r e l a t i o n s h i p  w h i c h  e x i s t s  b e -  
t w e e n  t h o s e  two  g o a l s .  
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That ,  I s u b m i t ,  g e n t l e m e n ,  is  the r e s p o n s i b i l i t y  of the a r m e d  
s e r v i c e s ,  and that ,  I a c k n o w l e d g e ,  is the r e s p o n s i b i l i t y  of the B u r e a u  of 
the Budge t .  

T h a n k  you v e r y  m u c h .  

C O L O N E L  LACKAS: Mr .  Stans is  now r e a d y  for  your  q u e s t i o n s .  

QUESTION: Mr .  S tans ,  t h e r e  has  b e e n  a good dea l  of d i s c u s s i o n  
l a t e l y  about  the s o - c a l l e d  e x p e n d i t u r e  budge t .  I w o n d e r  if you would  
e x p l a in  how that  would  o p e r a t e  f r o m  a p r a c t i c a l  s t andpo in t ,  and a l so  
m e n t i o n  s o m e  of the b e n e f i t s  f r o m  it.  

MR. STANS: Yes ;  I th ink  tha t l s  a good ques t i on .  The  H o o v e r  
C o m m i s s i o n  r e c o m m e n d e d  a few y e a r s  ago that  the budge t  be ca s t  on 
an a c c r u e d  e x p e n d i t u r e  b a s i s  as a s u b s t i t u t e  fo r  the o b l i g a t i o n  b a s i s .  
The  law p a s s e d  by  C o n g r e s s  went  ha l f  way.  It adopted  the a c c r u e d  
e x p e n d i t u r e  p r i n c i p l e  but r e t a i n e d  the ob l iga t ion  b a s i s  as we l l .  I t  m e a n s ,  
b o i l e d  down to the v e r y  s i m p l e s t - - a n d  I wi l l  d e s c r i b e  it in t e r m s  of  
a n o t h e r  a g e n c y  r a t h e r  than D e f e n s e ,  b e c a u s e  you have  so m a n y  c o m -  
p l i c a t i n g  and m o d i f y i n g  f a c t o r s - - t h a t ,  in the c a s e  of the P o s t  Of f i ce  
D e p a r t m e n t ,  they  m a y  have  an o b l i g a t i o n a l  a u t h o r i t y  of $3 b i l l i o n ,  
i nc lud ing  a P o s t  Of f ice  c o n s t r u c t i o n  p r o g r a m ,  w e ' l l  say ,  of $200 m i l l i o n .  
The  C o n g r e s s  m a y  d e c i d e  to l i m i t  the r a t e  of s p e n d i n g  by p r o v i d i n g  that  
t h e i r  a c c r u e d  e x p e n d i t u r e s  m a y  not  e x c e e d  $2 .9  b i l l i on .  In o t h e r  w o r d s ,  
the P o s t  Off ice  can  ob l iga te  $3 b i l l i on ,  but  i t  c a n ' t  pay  out in the y e a r  
m o r e  than $ 2 . 9  b i l l i on .  

It is an a t t e m p t ,  b a s i c a l l y ,  to get  a d i f f e r e n t  ho ld  on a d i f f e r e n t  
p r o n g ,  r e a l l y ,  of the budge t  s i t ua t i on ,  b e c a u s e  of the t i m e  lag  that  e x i s t s  
b e t w e e n  the a u t h o r i z a t i o n  of a p p r o p r i a t i o n s ,  the a u t h o r i z a t i o n  of s p e n d i n g ,  
and the ac tua l  d i s b u r s e m e n t .  The q u e s t i o n  of w h e t h e r  we have  a s u r p l u s  
o r  a de f i c i t  is m e a s u r e d  not  by what  is a p p r o p r i a t e d  but by what  a c t u a l l y  
goes  out of the T r e a s u r y .  When  we h a v e  a $12 b i l l i o n  de f i c i t  this  y e a r ,  
i t  is m o n e y  out of the t i l l ,  and the g e n e r a l  p h i l o s o p h y  is that ,  if you 
c o n t r o l  the out f low of m o n e y  out of the t i l l ,  you ge t  a b e t t e r  c o n t r o l  o v e r  
e x p e n d i t u r e s  than  you do in  the a u t h o r i z a t i o n  p r o c e s s  w h e r e  the m o n e y  
goes  out o v e r  a long  p e r i o d  of t i m e  and t h e r e  a r e  o p p o r t u n i t i e s  fo r  
a c c e l e r a t i o n  o r  d e c e l e r a t i o n  in the r a t e  of s p e n d i n g .  

M e c h a n i c a l l y  it is m u c h  m o r e  c o m p l e x ,  b e c a u s e  the use  of the w o r d  
" a c c r u e d "  adds  a m e a s u r a b l e  f a c t o r  b e y o n d  that  of jus t  the m o n e y  that  
goes  out of the t i l l .  What it i m p l i e s ,  in the s i m p l e s t  e s s e n c e ,  is  th i s :  
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tha t ,  if the a g e n c y  has  an e x p e n d i t u r e  l i m i t  of $ 2 . 9  b i l l i o n ,  in  the c a s e  
I m e n t i o n e d ,  it  c a n t t  c o m p l y  wi th  tha t  e x p e n d i t u r e  l i m i t  by  ge t t i ng  a l l  
the w o r k  done  and j u s t  not p a y i n g  the b i l l s  un t i l  the fo l l owing  y e a r ,  
b e c a u s e  it h a s  to add to the $ 2 . 9  b i l l i o n  i t s  unpa id  b i l l s .  In  o t h e r  w o r d s ,  
i t  m e a n s  tha t  e x p e n d i t u r e s  p lus  b i l l s  on h a n d  equa l s  a c c r u e d  e x p e n d i t u r e s ,  
and  tha t  is  the l i m i t  fo r  the p a r t i c u l a r  p e r i o d .  

H a v e  I m a d e  that  r e a s o n a b l y  c l e a r ?  It is  a l i t t l e  b i t  c o m p l e x .  

QUESTION: M r .  S tans ,  I a s k  this  q u e s t i o n  in  a l l  c a n d i d n e s s .  It is  
f e l t  by  m a n y  tha t  the B u r e a u  of the B u d g e t  is in f ac t  m a k i n g  m i l i t a r y  
d e c i s i o n s  in  i ts  r e v i e w  p r o c e s s  w h e n ,  in a l ine  i t e m  r e v i e w  of h a r d  goods  
p r o c u r e m e n t ,  et  c e t e r a ,  d e c i s i o n s  a r e  m a d e  on th is  l ine  i t e m  b a s i s ,  in  
the s e l e c t i o n  of w e a p o n  s y s t e m s ,  in the s e l e c t i o n  of v e h i c l e s ,  and  so  
f o r t h .  Would  you c a r e  to c o m m e n t  on t h i s ,  s i r ?  

MR.  STANS: I w i l l  be  v e r y  h a p p y  to c o m m e n t  on i t ,  b e c a u s e  I 
t h ink  the a s k i n g  and a n s w e r i n g  of q u e s t i o n s  l ike  that  do an awfu l  lo t  to 
c l e a r  the a i r .  F i r s t  of a l l ,  the a t t i t ude  of the B u r e a u  of the B u d g e t  to -  
w a r d  the D e p a r t m e n t  of D e f e n s e ,  i ts  p r o c e d u r e s ,  i ts  p r o c e s s e s ,  and 
i t s  a p p r o a c h ,  is the s a m e  as  it is  ~n the c a s e  of any  o t h e r  a g e n c y  of the 
G o v e r n m e n t .  We do not  m a k e  m i l i t a r y  d e c i s i o n s .  We do not  d e t e r m i n e  
w a r  p l a n s .  We do not d e t e r m i n e  the c h o i c e  of w e a p o n s .  But  we do h a v e  
th is  r e s p o n s i b i l i t y :  to a s k  q u e s t i o n s ,  to po in t  to i n c o n s i s t e n c i e s ,  and to 
r a i s e  i s s u e s  fo r  the S e c r e t a r y  of D e f e n s e  to d e t e r m i n e ,  and,  if we  a r e  
not  s a t i s f i e d  wi th  the a n s w e r  of the S e c r e t a r y  of D e f e n s e ,  w e  h a v e  the 
r i g h t  and  the r e s p o n s i b i l i t y  to t ake  the i s s u e  to the P r e s i d e n t  o r  to the 
N a t f o n a l  S e c u r i t y  Council. 

T h a t t s  wha t  we do.  We do not  deny  a m o u n t s  of m o n e y .  We a s k  
q u e s t i o n s  about  t h e m  and we m a y  p u r s u e  those  q u e s t i o n s  r a t h e r  p e r -  
s i s t e n t l y  un t i l  we a r e  s a t i s f i e d  tha t  the m o n e y  s h a l l  be r e l e a s e d ,  o r  
un t i l  the S e c r e t a r y  of D e f e n s e  is  s a t i s f i e d  that  we m a y  have  a po in t  a f t e r  
a l l .  I t  is  j u s t  in the n a t u r e  of c i r c u m s t a n c e s  tha t  we a r e  in a good p o s i -  
t ion  to do tha t .  

T h e  B u r e a u  of the B u d g e t ,  wi th  the e x c e p t i o n  of a few of us at  the 
top, is  p e o p l e d  by  l o n g - t i m e  c a r e e r  m e n  who h a v e  g r e a t  c a p a c i t y  and 
s k i l l .  I t  is  not  u n u s u a l  in the c o u r s e  of a p e r i o d  of a y e a r  to h e a r  a lot  
of c o n f l i c t i n g  c o m m e n t s  about  this  p a r t i c u l a r  m i s s i o n  o r  that  p a r t i c u l a r  
w e a p o n ,  and  so  f o r t h ,  o r  about  the n e e d  f o r  m o r e  of t h e s e  o r  for  m o r e  
of  t h o s e .  It is  on ly  n a t u r a l  tha t  ou r  q u e s t i o n s  a r e  d i r e c t e d  at  p u r s u i n g  
i s s u e s  of tha t  type that  a r e  r a i s e d .  If  they  m a k e  s e n s e ,  we p u r s u e  t h e m .  
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I ge t  a c r o s s  m y  d e s k  e v e r y  day  a n u m b e r  of m e m o r a n d u m s  r e l a t i n g  to 
s i m i l a r  q u e s t i o n s  in o t h e r  d e p a r t m e n t s  of the G o v e r n m e n t .  Do we n e e d  
a 2 0 - y e a r  r e p l a c e m e n t  p e r i o d  f o r  m e r c h a n t  s h i p s ,  o r  25 o r  307 T h i s  
q u e s t i o n  c o m e s  up in the D e p a r t m e n t  of C o m m e r c e .  Is the P o s t  Off ice  
D e p a r t m e n t  r e a l l y  s a v i n g  m o n e y  on t h e s e  l i t t l e  3 - w h e e l  v e h i c l e s  tha t  
t hey  a r e  u s i n g  to d e l i v e r  m a i l ?  Or  is tha t  j u s t  a m a t h e m a t i c a l  i l l u s i o n ?  
If they  a r e  not  s a v i n g  m o n e y ,  t hen  we q u e s t i o n  w h e t h e r  t hey  a r e  p e r f o r m -  
ing a b e t t e r  s e r v i c e .  

T h e  s a m e  th ing  t akes  p l a c e  a c r o s s  the whole  b u d g e t .  Our  job is  to 
q u e s t i o n ,  to c h a l l e n g e ,  to s e e  tha t  the f u l l e s t  c o n s i d e r a t i o n  is g i v e n  to a l l  
r e q u e s t s .  If we a r e  not  s a t i s f i e d  wi th  the a n s w e r ,  we take  it to the 
P r e s i d e n t ,  and he  m a k e s  the d e c i s i o n .  It is h i s  b u d g e t .  

QUESTION:  M r .  S tans ,  a l m o s t  e v e r y  y e a r ,  w i thou t  e x c e p t i o n ,  we 
s e e m  to g e n e r a t e  a h u r r y - u p - a n d - w a i t  s o r t  of p r o c e s s  in our  F e d e r a l  
s p e n d i n g  by  d e l a y s  of one s o r t  o r  a n o t h e r  in the r e l e a s e  of e x p e n d i t u r e  
a u t h o r i t y .  Would  you  c o m m e n t  as to wha t  m i g h t  be  c a u s i n g  th is  and wha t  
c a n  be  done to e l i m i n a t e  this  s o r t  of p r o b l e m ?  

M R .  STANS: I w i sh  t h e r e  w e r e  an e a s y  a n s w e r  and I w i s h  tha t  I h a d  
p r e c e d e d  S e c r e t a r y  M c N e i l  on th is  p r o g r a m ,  b e c a u s e  I wou ld  l ike  you  to 
a s k  h i m  the s a m e  q u e s t i o n .  We have  the c l o s e s t  w o r k i n g  r e l a t i o n s h i p s  
wi th  the D e p a r t m e n t  of D e f e n s e ,  bu t  you m u s t  r e m e m b e r  tha t  the D e f e n s e  
b u d g e t  is of ten a p p r o p r i a t e d  late~ as  it  was  this  y e a r ;  tha t  w h e n  the Con-  
g r e s s  c h a n g e s  the f i g u r e s ,  t h e r e  is a m a s s  of d e t a i l  to be  w o r k e d  t h r o u g h  
in o r d e r  to get  down to the p r o g r a m s  tha t  m e e t  the f i g u r e s  tha t  C o n g r e s s  
h a s  g iven .  T h e r e  is a p r o c e s s  of j u s t  t r e m e n d o u s  e x a m i n a t i o n ,  i n q u i r y ,  
and  p a p e r w o r k  that  t a k e s  p l a c e  in the D e p a r t m e n t  of D e f e n s e  b e f o r e  it 
c o m e s  to us .  

We h a v e  h a d  d i s c u s s i o n s  wi th  S e c r e t a r y  M c N e i l  th is  y e a r .  I r e c a l l  
a d i s c u s s i o n  e a r l y  in  S e p t e m b e r  about  wha t  he  cou ld  do to a c c e l e r a t e  h i s  
p r o c e s s e s  and wha t  we cou ld  do to a c c e l e r a t e  o u r s .  We did  e v e r y t h i n g  
we c o u l d .  Bu t  the  r e a l  h e a r t  of the p r o b l e m  l i e s  in C o n g r e s s  t t ak ing  
e a r l i e r  a c t i o n  than  it d o e s .  If they  wou ld  a p p r o p r i a t e  the D e f e n s e  budge t  
by  30 A p r i l  o r  31 May ,  o r  s o m e t h i n g  l ike  tha t ,  the  a p p o r t i o n m e n t s  
cou ld  be  m a d e  by  1 J u l y  o r  a p p r o x i m a t e l y  at  tha t  po in t ,  and we wou ld  h a v e  
no  p r o b l e m .  

T h e  r e a l  d i f f i cu l ty  wi th  the s y s t e m  l i e s  t h e r e ,  b e c a u s e  D e f e n s e  and  
o u r s e l v e s  w o r k  j u s t  as f a s t  as  we c a n  to get  the th ings  on p a p e r  and out .  
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Q U E S T I O N :  S i r ,  t h i s  m a y  r e l a t e  to one o r  two of y o u r  o f f - t h e -  
r e c o r d  c o m m e n t s ,  bu t  I w o n d e r  if you  w o u l d  e n l a r g e  on  the q u e s t i o n  of  
the  deb t  r e d u c t i o n ,  the  d e b t  r e t i r e m e n t .  I t h o u g h t  t ha t  p e r h a p s  you  w e r e  
g o i n g  to t a lk  on i t ,  bu t  I d i d n t t  c a t c h  a n y t h i n g  you  s a i d  abou t  i t .  A r e  t h e r e  
any  f u t u r e  p l a n s  f o r  i t ,  n a t i o n a l l y  s p e a k i n g ?  

M R .  STANS:  I w i s h  I c o u l d  g ive  a p o s i t i v e  a f f i r m a t i v e  a n s w e r  to 
tha t  q u e s t i o n .  We h a v e  a n a t i o n a l  deb t  now of $288 b i l l i o n .  T h e r e  w e r e  
a f ew y e a r s  in  w h i c h  we h a d  r e d u c t i o n s  in  i t ,  b u t  i t  s e e m s  as  t h o u g h  in  
tha t  s u b j e c t  you  r u n  up a g a i n s t  one  of the m o s t  d i f f i c u l t  of h u m a n  p s y c h o -  
l o g i e s .  If the  G o v e r n m e n t  h a s  a s u r p l u s ,  w h a t  c a n  we do w i th  i t ?  W h e n  
you  c o n s i d e r  the  t h r e e  p o s s i b i l i t i e s  of r e d u c i n g  t a x e s ,  i n c r e a s i n g  s p e n d -  
ing ,  o r  r e d u c i n g  the  d e b t ,  the d e b t  r e d u c t i o n  a l w a y s  c o m e s  ou t  a p o o r  
t h i r d .  To  s o m e  e x t e n t  t h a t ' s  the p r e d i c a m e n t  we a r e  in  now.  We h a d  
two y e a r s  of s u r p l u s ,  $ 1 . 6  b i l l i o n  in  e a c h  y e a r ,  and  the m o n e y  w e n t  to 
r e d u c e  the  deb t .  I t h i n k  the  m e r e  f a c t  t ha t  t h e r e  was  a s u r p l u s  c r e a t e d  
a g r e a t  m a n y  t e m p t a t i o n s  f o r  a g r e a t  m a n y  p e o p l e - - w e l l l  s a y  p r e s e n t  
c o m p a n y  e x c e p t e d - - a c r o s s  the  G o v e r n m e n t  to d e v e l o p  p r o g r a m s  tha t  
w o u l d  u s e  s o m e  of  t ha t  s u r p l u s .  

D id  you  h a v e  a f u r t h e r  q u e s t i o n  on  t h a t ?  

S T U D E N T  : y o u  j u s t  a n s w e r e d  i t ,  bu t  I w o u l d  l i ke  to p u r s u e  i t  if  I 
m a y .  I am j u s t  w o n d e r i n g  w h e t h e r  t h i s  d o e s n ' t  h a v e  a d i r e c t  c a u s e  of  
the  a p p a r e n t  t r e n d  t o w a r d  the  d o w n g r a d i n g  of o u r  c r e d i t ,  i n d i c a t e d  by  
the  c o m m e n t s  you  m a d e  e a r l i e r ,  n a t i o n a l l y  and  i n t e r n a t i o n a l l y ,  and  
w h e t h e r  o r  no t  if  we c o u l d  ge t  the  w o r d  to the  p e o p l e  in  s u c h  a m a n n e r  as  
to m a k e  t h e m  u n d e r s t a n d  wha t  t h e y  a r e  f a c e d  w i th  the  p o p u l a c e  of the  
c o u n t r y  wou ld  no t  in  f a c t  s u p p o r t  s u c h  a p r o g r a m .  

MR.  STANS:  You a r e  a b s o l u t e l y  r i g h t .  M a n y  t i m e s  I w i s h  I h a d  
the  t i m e  to j u s t  go a c r o s s  the c o u n t r y  f o r  a c o u p l e  of m o n t h s  and  t a l k  
to a s s o c i a t i o n s  and  g r o u p s  of p e o p l e ,  t a lk  to m o r e  p e o p l e  l i ke  you  h e r e  
in  th i s  g r o u p ,  to s p e l l  ou t  s o m e  of the  p r e t t y  s i m p l e ,  e l e m e n t a r y  f a c t s  
of l i f e .  We a r e  d e a l i n g  wi th  v e r y  e l e m e n t a r y  c o n d i t i o n s  h e r e .  We a r e  
d e a l i n g ,  as  I s a y ,  w i th  s o m e w h a t  n a r r o w  h u m a n  p s y c h o l o g y .  We ge t  i t  
e v e r y  y e a r  in the g e n e r a l  r e a c t i o n  a c r o s s  the  c o u n t r y  tha t  we s h o u l d  h a v e  
m o r e  e c o n o m y  in  G o v e r n m e n t .  E v e r y b o d y  is  f o r  e c o n o m y  in  G o v e r n m e n t .  
In  C h i c a g o  l a s t  w e e k ,  w h e n  the  P r e s i d e n t  was  out  t h e r e ,  a d e l e g a t i o n  of 
b u s i n e s s m e n  a p p e a l e d  to h i m .  T h e y  s a i d ,  " M r .  P r e s i d e n t ,  weVve got  
to h a v e  e c o n o m y  in G o v e r n m e n t .  W e ' v e  got  to h a v e  l e s s  s p e n d i n g .  T h e  
o n l y  t h i n g  we a r e  i n t e r e s t e d  in  is  t ha t  $200 m i l l i o n  p r o g r a m  f o r  o u r  
r i v e r  d e v e l o p m e n t . "  T h a t ' s  the  c a s e  e v e r y  t i m e .  
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O r g a n i z a t i o n s  l ike  the NAM, the c h a m b e r  of c o m m e r c e ,  and o t h e r s ,  
t r y  to whip  up peop le  f o r  e c o n o m y  in  G o v e r n m e n t ,  and they  a r e  f o r  i t .  
T h a t ' s  the s h o t g u n  type of a p p r o a c h .  T h e  peop l e  who wan t  s p e n d i n g  wan t  
it  f o r  s o m e t h i n g  s p e c i f i c  and  p a r t i c u l a r .  T h e y  want  it fo r  h o s p i t a l s ;  
t hey  wan t  it f o r  m e d i c a l  r e s e a r c h ;  they  want  it fo r  a new P o s t  Off ice  
bu i l d ing ;  t hey  want  it f o r  b e t t e r  p r i s o n s ,  and  that  s o r t  of th ing .  T h a t ' s  
a r i f l e  a p p r o a c h .  And tha t  c a r r i e s  the i m p a c t  on the C o n g r e s s .  T h e  
p r e s s u r e s  a r e  g e n e r a t e d  fo r  a s p e c i f i c  p r o g r a m  and tha t  goes  t h r o u g h ,  
w h i l e  the p r e s s u r e s  fo r  e c o n o m y ,  s u c h  as t hey  a r e ,  a r e  d i s s i p a t e d  o v e r  
the who le  b r o a d  r a n g e ,  and they  d o n ' t  s u c c e e d .  

T h a t ' s  why  I th ink  tha t  i t  is  go ing  to be e x t r e m e l y  d i f f i cu l t  to e v e r  
s e e  a r e d u c t i o n  of our  n a t i o n a l  deb t .  P e o p l e  ju s t  wan t  so  m a n y  t h i n g s .  
As I s a i d  to the a d m i r a l  and the o t h e r  o f f i c e r s  be foge  I c a m e  in h e r e ,  
t h e r e  is no th ing  unique  in tha t .  In the w o r l d  of b u s i n e s s - - a n d  I p r e s u m e  
s o m e  of you  h a v e  a s s o c i a t i o n s  with  the w o r l d  of b u s i n e s s - - t h e r e  n e v e r  
w a s  a c o r p o r a t e  t r e a s u r e r  who s e t  up a b u d g e t  tha t  s a t i s f i e d  a t  the s a m e  
t i m e  the s a l e s  d e p a r t m e n t ,  the e n g i n e e r i n g  d e p a r t m e n t ,  the p r o d u c t i o n  
d e p a r t m e n t ,  and the e x e c u t i v e s ,  I a s s u r e  you .  T h e r e  j u s t  n e v e r  is 
e n o u g h  to go a r o u n d .  

QUESTION:  M r .  S tans ,  th is  m a y  be  in p u r s u a n c e  of th is  s a m e  i t e m  
a l i t t l e  b i t .  We have  b e e n  to ld  by c e r t a i n  of ou r  e c o n o m i s t s  tha t  have  
s p o k e n  to us h e r e  tha t  we c a n  go on i n d e f i n i t e l y  on a d e f i c i t  f i n a n c i n g  
p r o g r a m .  I w o n d e r  if you  wou ld  l ike  to c o m m e n t .  I know you  d o n ' t  
a g r e e  wi th  i t ,  a t  l e a s t  if I i n t e r p r e t  y o u r  ta lk  c o r r e c t l y .  

M R .  STANS: W e l l ,  i t  ge t s  b a c k  in a w a y  to wha t  I s a i d  in m y  t a lk .  
I dont t  th ink  a n y b o d y  f e e l s  tha t  t h e r e  is a n y t h i n g  p o s i t i v e  in the way  of a 
l i m i t  to the a m o u n t  of s p e n d i n g  th is  c o u n t r y  c a n  a f f o r d .  I d o n ' t  know if 
the  l ine  c a n  be  d r a w n  at  $80 b i l l i o n ,  $90 b i l l i o n ,  o r  $100 b i l l i o n .  Some  
p e o p l e  have  s a i d  the c o u n t r y  c a n  a f f o r d  wha t  it  n e e d s .  T h a t  w o u l d  be  
t r u e  if we cou ld  r e l y ,  a g a i n ,  on s i m p l e  a r i t h m e t i c ,  b e c a u s e  the r e s o u r c e s  
of the c o u n t r y  a r e  g r e a t .  Bu t ,  u n f o r t u n a t e l y ,  we ,  as  a p e o p l e - - a n d  I a m  
in an a r e a  w h i c h  is not  f i n a n c i a l  n o w - - a r e  e a s i l y  s w a y e d .  We get  s t a m -  
p e d e d .  If t h e r e  is a r e c e s s i o n ,  we s t a m p e d e ;  if t h e r e  is a b o o m ,  we 
s t a m p e d e ;  if the s t o c k  m a r k e t  goes  up, we a l l  buy;  if the s t o c k  m a r k e t  
goes  down,  we a l l  s e l l .  The  s a m e  th ing  is t r ue  in the g e n e r a l  a r e a  of the 
p s y c h o l o g y  of the p e o p l e  in d e a l i n g  wi th  t h e s e  f i n a n c i a l  p r o b l e m s .  I t  is  
u n f o r t u n a t e ,  but  tha t  is a f a c t  of l i f e .  I th ink  we h a v e  to cope  wi th  i t .  

QUESTION:  I h a v e  two q u e s t i o n s .  T h e  f i r s t  i s :  Wi l l  you c o m m e n t  
p l e a s e ,  on the r e l a t i o n s h i p  b e t w e e n  y o u r s e l f  and  the G e n e r a l  A c c o u n t i n g  
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O f f i c e ?  Second:  On th is  r i f l e  a p p r o a c h  you m e n t i o n e d ,  how e f f ec t ive  is  
y o u r  own m a n a g e m e n t  a n a l y s i s  func t ion  wi th in  the B u r e a u  of the B u d g e t ?  

MR. STANS: Wel l ,  I w i l l  a n s w e r  the f i r s t .  T h e n  I p r o b a b l y  ought  to 
a s k  you the s e c o n d  q u e s t i o n .  You m u s t  have  a r e a s o n  for  a s k i n g  i t .  
G e n e r a l  A c c o u n t i n g  Of f i ce ,  (GAO) is an a r m  of the C o n g r e s s .  We a r e  in 
the e x e c u t i v e  b r a n c h .  GAO r e a l l y  has  a m i s t i t l e .  It ought  to be  the 
Of f ice  of the A u d i t o r  G e n e r a l ,  r a t h e r  than of the  C o m p t r o l l e r  G e n e r a l .  
It p e r f o r m s  the func t ion  of an Aud i to r  G e n e r a l  fo r  the  C o n g r e s s .  I ts  job 
is  to d e t e r m i n e ,  b a s i c a l l y ,  w h e t h e r  the m o n i e s  a p p r o p r i a t e d  by the Con-  
g r e s s  a r e  p r o p e r l y  s p e n t  and s p e n t  for  v a l u a b l e ,  adequa t e  c o n s i d e r a t i o n .  

T h e y  do have  o t h e r  i n c i d e n t a l  f u n c t i o n s .  T h e y  p a r t i c i p a t e  in  the 
p r o g r a m  for  i m p r o v e m e n t  of a c c o u n t i n g  in G o v e r n m e n t .  T h e y  do m a k e  
r e c o m m e n d a t i o n s  fo r  i m p r o v e m e n t  in s y s t e m s  and m e t h o d s ,  and so f o r t h .  
But  t ha t ' s  t h e i r  a r e a .  

We c o l l a b o r a t e  wi th  t hem a g r e a t  dea l  in a r e a s  of i m p r o v e m e n t ,  but  
we have  no d i r e c t  d e a l i n g s  with t h e m  o t h e r  than  tha t .  Ou r  job is  the 
budge t  p r o c e s s ,  as I m e n t i o n e d ,  the f i n a n c i a l  i m p r o v e m e n t  p r o g r a m ,  
m a n a g e m e n t  and o r g a n i z a t i o n ,  s t a t i s t i c s ,  and l e g i s l a t i v e  c o o r d i n a t i o n .  

I g u e s s  I m a y  a n s w e r  that  s e c o n d  q u e s t i o n  in a v e r y  h o n e s t  way,  and 
I am p e r f e c t l y  w i l l i ng  to take m y  h a i r  down and m a k e s o m e  c o n f e s s i o n s .  
I do this  wi thout  any in ten t  of r e f l e c t i n g  upon any of m y  p r e d e c e s s o r s ,  
b e c a u s e  we have  budge t  p r o b l e m s ,  too. The Off ice  of M a n a g e m e n t  and 
O r g a n i z a t i o n  in  the B u r e a u  c o n s i s t s  of about  40 o r  45 p e o p l e ,  s o m e  of 
whom a r e  c l e r i c a l  and s o m e  of w h o m  a r e  p r o f e s s i o n a l .  T h e y  h a v e  a m o n g  
t h e i r  r e s p o n s i b i l i t i e s  s o m e  con t inu ing  d e t a i l  r e s p o n s i b i l i t i e s ,  u n f o r t u -  
na t e ly ,  which a r e  g o v e r n m e n t w i d e ,  but  can t t  be put a n y w h e r e  e l s e .  T h e y  
inc lude  s u c h  th ings  as the b u s i n e s s  of c o n t r o l l i n g  t r a v e l  r e g u l a t i o n s  and 
t r a v e l  a l l o w a n c e s ,  and s o m e  p e r s o n n e l  m a t t e r s ,  and s o m e  p r o p e r t y  
d i s p o s a l  m a t t e r s ,  and so fo r t h .  The  r e s t  of t h e i r  t i m e  is d e v o t e d  to 
o r g a n i z a t i o n  and m a n a g e m e n t  e f fo r t s  a c r o s s  the G o v e r n m e n t .  In the 
o r g a n i z a t i o n a l  f i e ld  they  s p e n d  a g r e a t  dea l  of t i m e  a s s i s t i n g  the 
P r e s i d e n t ' s  C o m m i t t e e  on  G o v e r n m e n t  O r g a n i z a t i o n .  T h e y  s p e n d  a c o n -  
s i d e r a b l e  amoun t  of t ime  on 2 or  3 r e o r g a n i z a t i o n  p l ans  that  took p l ace  
l a s t  y e a r .  T h e y  have  a s u b s t a n t i a l  p r o j e c t  l i s t  fo r  i m p r o v e m e n t  of 
m a n a g e m e n t  in a good m a n y  a g e n c i e s  and for  d e a l i n g  with g o v e r n m e n t w i d e  
p r o g r a m s .  
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I t h ink  this  a c t i v i t y  is  now i n a d e q u a t e .  I a m  e n g a g e d  in a c o n -  
s i d e r a b l e  n u m b e r  of s t u d i e s  and d i s c u s s i o n s  to t r y  to f i g u r e  out s o m e  
w a y  of c h a n g i n g  the f u n c t i o n s  of the of f ice  f r o m  one d e a l i n g  wi th  a lot  of 
r o u t i n e  r e s p o n s i b i l i t i e s  to one that  would  in e f f ec t  p r o v i d e  a m a n a g e m e n t  
e n g i n e e r i n g  f i r m  wi th in  the G o v e r n m e n t ,  d e a l i n g  s o l e l y  with  r e s p o n s i -  
b i l i t i e s  o u t s i d e  the B u r e a u  and in the a g e n c i e s ,  in h e l p i n g  t h e m  to i m p r o v e  
t h e i r  m a n a g e m e n t .  

At a t i m e  l ike  this  it is  d i f f i cu l t  to m a k e  the t r a n s i t i o n ;  at  a t i m e  
w h e n  m o n e y  is  s c a r c e  it is  d i f f i cu l t  to add p e o p l e .  Al l  I c a n  do is to give 
you  tha t  e x p l a n a t i o n  of the p r o g r a m  and then  put  m y s e l f  in l ine  wi th  the 
D e p a r t m e n t  of D e f e n s e  and the o t h e r s  fo r  m o r e  m o n e y  to s e e  if I c an  do 
a n y t h i n g  about  i t .  

QUESTION:  A book  tha t  is  c u r r e n t l y  p o p u l a r  m a k e s  the po in t  p r e t t y  
s t r o n g l y  tha t ,  le f t  to h i m s e l f ,  the a v e r a g e  c i t i z e n  d o e s n ' t  f o r e g o  h i s  T V  
s e t  to put  a p i e c e  of e l e c t r o n i c  g e a r  in a m i l i t a r y  v e h i c l e  o r  h i s  a u t o m o -  
b i l e  in o r d e r  to buy  a p i e c e  of a s c h o o l ,  and tha t  we w o n ' t  m a k e  t h e s e  
c h o i c e s  un t i l  they  a r e  f o r c e d  on us; tha t  the s e r i o u s n e s s  of  o u r  p o s i t i o n  
v i s - a - v i s  R u s s i a  w i l l  be d e t e r m i n e d  on ly  when  we put  on t h e m  the n e c e s -  
s i t y  of m a k i n g  s o m e  of t h e s e  l e s s  a t t r a c t i v e  c h o i c e s .  Wi l l  you  c o m m e n t  
on th is  l ine  of though t?  

MR.  STANS: Y e s ,  I i l l  be  h a p p y  to.  I th ink  m y  a n s w e r  goes  b a c k  to 
the P r e s i d e n t t s  O k l a h o m a  Ci ty  s p e e c h  about  a y e a r  ago .  He m a d e  one 
s p e e c h  b e f o r e  Sputn ik  and one a f t e r ,  in  w h i c h  he  s a i d  that  we m i g h t  a g a i n  
have  to get  to the po in t  of c h o o s i n g  b e t w e e n  guns  and b u t t e r .  H e r e  a g a i n  
c o m e s  the g e n e r a l  a t t i t ude  of the peop l e  into p l a y  in a b ig  w a y .  The  
A m e r i c a n  p e o p l e  a r i s e  to an e m e r g e n c y .  T h e y  wi l l  not  get  e x c i t e d  about  
a n y t h i n g  v e r y  m u c h  s h o r t  of an  e m e r g e n c y ,  and it is  v e r y  d i f f i cu l t ,  
a p p a r e n t l y ,  to c o n v i n c e  t h e m  that  the kind of th ings  you m e n t i o n  c o n s t i t u t e  
e m e r g e n c i e s .  T h e y  d e a l  wi th  t h e m  s l o w l y .  We g r a d u a l l y  get  o u r  s c h o o l s  
b u i l t .  T h e y  w i l l  vo te  down a bond i s s u e  o r  two and  t hen  t hey  w i l l  f i n a l l y  
get  a r o u n d  to vo t ing  fo r  one  to bu i ld  a s c h o o l .  T h e y  w i l l  m a k e  t h e s e  
c h o i c e s  v e r y  r e l u c t a n t l y  and s l o w l y .  M a y b e  in  s o m e  r e s p e c t s  tha t  is  a 
good i d e a ,  a f t e r  a l l ,  b e c a u s e  it p r e v e n t s  the e x t r e m i s t s  f rCm r u n n i n g  
too f a r  w i l d .  

In the v e r y  b r o a d  s i t u a t i o n ,  tha t  a g a i n  of c h o o s i n g  b e t w e e n  guns  and 
b u t t e r ,  we h a v e  so f a r  h a d  l i t t l e  s u c c e s s .  I s p e a k  not  on ly  of the e x e c u t i v e  
b r a n c h  but  a l s o  of the C o n g r e s s .  L a s t  y e a r  the i n c r e a s e s  in s p e n d i n g  
f o r  c i v i l i a n  p r o g r a m s  w e r e  f a r  g r e a t e r  t han  the i n c r e a s e s  in s p e n d i n g  fo r  
the m i l i t a r y .  
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U n f o r t u n a t e l y ,  the p o l i t i c a l  a t m o s p h e r e  f e e d s  on i t s e l f ,  and ,  un t i l  the 
p e o p l e  a r e  e x e r c i s e d  to the po in t  of  a l m o s t  a m i l d  r e v o l u t i o n ,  the po in t s  
of v i e w  that  the l e a d e r s  know a r e  n e c e s s a r y  don ' t  get  a c r o s s ,  and  a r e n l t  
a c t e d  on in  the way  that  they  shou ld  b e .  

I t l s  one of the f r u s t r a t i o n s  of the P r e s i d e n c y .  I a m  s u r e  i t ' s  one of 
the  f r u s t r a t i o n s  of  l e a d e r s h i p  a n y w h e r e ,  that ,  what  you  know s i m p l y  and 
p l a i n l y  to be a f ac t ,  what  you  know s i m p l y  and p l a i n l y  to be  a n e c e s s i t y ,  
i s n ' t  r e c o g n i z e d  by  the g r e a t  m a s s  of the peop l e  who have  the c a p a c i t y ,  
r e a l l y ,  to m a k e  the d e c i s i o n .  

We a l l  know that  if an  a t o m i c  b o m b  l a n d e d  in the c e n t e r  of the U n i t e d  
S ta tes  t o m o r r o w ,  as  we w e r e  a t t a c k e d  in P e a r l  H a r b o r  in 1941~ the 
A m e r i c a n  peop l e  would  m o v e  wi th  c o m p l e t e  uni ty  and u n a n i m i t y  to m e e t  
the c r i s i s  and  give up a n y t h i n g  it  was  n e c e s s a r y  to g ive  up. But  in the 
m e a n t i m e  t h e r e  is  a lways  the f e e l i n g  tha t  the c r i s i s ,  the s t r i n g e n c y ,  the 
e m e r g e n c y  tha t  t h e s e  f e l l ows  in W a s h i n g t o n  a r e  t a l k ing  about  a p p l i e s  to 
the o t h e r  f e l l ow ,  and un t i l  they  c o m e  to m e  I a m  go ing  to go on and do 
the b e s t  I can  the way I a m  now.  

In o t h e r  w o r d s ,  p e o p l e  j u s t  donl t  v o l u n t e e r ,  they  j u s t  d o n ' t  w i l l i n g l y  
g ive  up any th ing ,  they  j u s t  don~t w i l l i n g l y  s a c r i f i c e  u n l e s s  t hey  a r e  c o n -  
v i n c e d  tha t  the n e c e s s i t y  is n a t i o n w i d e  and tha t  the n e c e s s i t y  is one of 
p r e s e r v a t i o n  of  s e c u r i t y .  T h e n  we a r e  a t e r r i f i c  c o u n t r y ;  we a r e  i n -  
v i n c i b l e ,  b e c a u s e  we do ac t  wi th  u n a n i m i t y .  

C O L O N E L  LACKAS:  M r .  S tans ,  you h a v e  p r o v i d e d  us wi th  an i n s i g h t  
and an a p p r e c i a t i o n  of the c o m p l e x i t i e s  and the s i g n i f i c a n c e  of the f i s c a l  
p r o b l e m s  of o u r  G o v e r n m e n t .  We s i n c e r e l y  thank  you ,  s i r .  

MR.  STANS: T h a n k  you v e r y  m u c h .  

(9 J a n  1 9 5 9 - - 4 ,  225) O / m a s : b b n  
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