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THE FEDERAL BUDGET -

27 QOctober 1959

GENERAL HOUSEMAN: Ladies and Gentlemen: Yesterday
we were given information on the scope and the magnitude of the defense
budget, This morning we are going to consider the overall national
budget.

You have been issued a biographical sketch on our lecturer this
morning, It can be seen that he has had a broad experience in the Covern-
ment, both at the local and at the national scene,

We are most happy this morning to have with us M.r, Raoul
Archambault, Assistant Director, Bureau of the Budget. Mr., Archambault,

MR, ARCHAMBAULT: Thank you, General Houseman,

General Mundy and Gentlemen: The Director of the Bureau of
the Budget, Maurice L, Stans, was unable to be with you today, because
he is in Africa. (Slide showing hunter and dead elephant),

Cutting through the jungles of darkest Africa, sloshing around in
mud up to your Bermuda shorts, and listening to the point of view of
the natives, provide a good training ground for the President's top
budget officer. He's the only Presidential appointee in this Adminis-

tration who dares to shoot an elephant,

There are some who wish the whole Bureau of the Budget was in
Africa, although there is considerable disagreement as to whether or

not that would be far enough away,




Cur discussion this morning will, of necesgity, be a serious
one, because nothing funny ever happens in the Bureau of the Budget,
If it did, we probably wouldn't laugh, We are the Covernment's con-
science, and no man's conscience is popular or humorous. (Slide 2)

We will cram much into these next 40 minutes. We will talk
briefly about the history of the Bureau, its organization, budget proced-
ures, some ingredients in budget making, and take a quick look at
the 1960 budget.

A little over 36 years ago there was no integrated budget-——none
for the entire Government, Until that time, the departments and agen-
cies sent their requests for appropriations to the Congress as part of
what was known as the Treasury's Book of Estimates, without regard
to what any other department or agency was requesting, and without
any regard to the total amount being requested by all agencies together,

Indeed, the Secretary of the Treasury, who transmitted these
estimates to the Congress, had no responsibility whatever except to
receive, index, print, and transmit them—-an odorous business which
occupied just cne Treasury employee, (Slide 3)

There are many, of course, who would have us return to this
former practice,

At the close of World War I, after more than a decade of civic
agitation for budgetary reform, Congress finally took up the problem.
A congressional report (Slide 4) of a House Committee, created in 1919
to study the merits of a new budget system, said, and I quote:

2



"The estimates are a patchwork and not a structure, As a result,
é'great deal of the time of the committees of Congress is taken up in
exploding the visionary schemes of bureau chiefs for which no Admin-
istration would be willing to stand responsible,

The report made clear the necessity for a review of department
and agency estimates on a level above that of the departments, and
recognized that a real budgei system would need to be anchored in the
President's power, since only the President, in the Executive Branch,
was in a position to make final decisions beyond challenge by the
departments,

In contrast with our 1960 budget (Slide 5), the first Federal
budget, which was prepared under the Budget and Accounting Act of
1921, was submitted for the fiscal year 1923 in the amount of $3 1/2
billion, This figure included all the costs of the Army, Navy, and
their air forces; veterans! costs; all of the other costs of the Govern~
ment; and a reduction in the national debt, You will note that 3 1/2
billion dollars today would scarcely cover half of the Agriculture
program, or half the expenditures for veterans, or only about a third
of the interest on the national debt,

At that time, the budget activities were conducted in the Treasury
Department, It was not until 1939 that the Bureau of the Budget was
transferred to the Executive Office of the President and became part
of his staff operation, now housed in the old Executive Office Building,

It takes many years to develop the appropriate characteristics
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(Slide 6) of a good budget officer, Today the staff of the Bureau con-
sists of people with many years of Government service and a consider-
able knowledge of the agencies and an expertness in the programs for
which they are responsible.

How is the Bureau organized fof its task? The Director, assisted
by a Deputy Director and three general Assistaﬁt Directors, heads a
professional staff of over 400 career civil servants.

The Bureau's functions (Slide 7) are divided among five offices
and five divisions, (This slide was typed by a girl with a small type-
writer.) The offices--Accounting, Budget Review, Legislative Refer~
ence, Management and Organization, and Statistical Standards--give
specialized attention to large functional areas of work, mostly common
to all agencies, such as the improvement of financial management
throughout the executive branch,

Each of the divisions shown in the bottom row of the slide--
Commerce and Finance, International, Labor and Welfare, Military,
and Resources and Civil Works--is assigned a segment of the Govern=
ment's program, represented by a number of agencies with Irvoadly
related responsibilities. This gives the Bureau the advantage of two
different ways of viewing the Federal budget process--the approach of
functional specialization across the board, and program review agency
by agency. (Slide 8)

Each Federal budget submitted to the Congress by the President

is the culmination of more than a year of hard work--long months of
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preparation, review and revision, lengthy hearings and probings and
discussions and decision making, Many thousands of pages of program
justifications, and supporting detail and analysis and all manner af
description are developed,

The Budget of the United States contains 1, 027 pages of fine print
and weighs six pounds. To many, it is abﬁut as enticing as a big
dictionary or a metropolitan telephone directory.

But tdday’s voluminous Federal budget is no mere statement
of accounts, and not merely a matter of arithmetic. It is neither dry .
nor repulsive, It is, in fact, a fascinating document, containing a
wealth of judgment, reflection, and imagination.

it is the most significant statement of your Government's policy,
(Slide 9) Nowhere in a single document of the Government are there
presented as many important issues as in the budget, How should the
budget dollar be divided? What kinds of defense programs do we need,
and how can we best car;'y them out? What should the Government do to
promote adequate housing in the Nation? what welfare programs should
the Government support ? What should ﬁe do for our veterans, our aged,
and the poor? How shall we develop and protect our natural resources?
Should taxes Be increased, or decreased? What shall we do about our
massive national debt?

We could run down an enormous list of questions to which the
President's proposed answers can be found in the budget. In it we get

" in one package the President's proposals for all the vast activities of
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the Federal Government-~a master plan for the Government's contri-
bution to meeting the Nation's needs, military and civil,

The job of building a budget is a rational undertaking, We must
measure the work to be done, establish priorities, and consider the
share of resources that we can apply to each task at a given time,
(Slide 10)

The cornerstone to our construction of a budget is contained in
a series of basic assumptions similar to those on the slide, These are
not the only assumptions that need to be made, but they are a good
sampling of the broad requirements,

For example, in a particular year, or at a particular point in
time in relation to our progress and planning, it might be appropriate
to assume--

l. Continuing improvement in the economy.

2. That there will be no need for anti-recession measures.

3. That there will be general wage-price stability.

4, That there will be no substantial tax increase or decrease,

5. That there will be no major change in international conditions, and

6. That trust funds, like the highway fund, for example, will
support themselves,

Events of the day may demand that we consider a major factor like
the continuance or ending of the steel strike, because this toc can have
a significant impact on budget making. (Slide 11)

Each year in March, the staff of the Bureau of the Budget, in
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cooperation with the Treasury Departmenf, the National Security
Council, the Council of Economic Advisers, and other parts of the
Executive Gffice of the tresident, develop similar asésumptions about
domestic, economic, and international conditions whiich will govern
the preparation of the budget.

The generzal budgetary outlook is discussed in April or early
May with the President and the Cabinet, Larger agefxcies then consider
their requirements and submit preliminary estimates to the Bureau
of the DBudget covering broad program areas,

Attention is specifically drawn to those items which are subject
to control through the budget process, as distinguished from those for
which expenditures are mandatory under existing law (such as interest
on the public debt, and veterans' pensions), Although estimates at this
stage are very rough, the information provides a basis for further
discussions with the Cabinet and with heads of agencies to artive at
policies to guide the further development of their plans within the
framework of the total budget situation,

Consideration is given to whether or not suggested programs
should be reduced to a level which can be financed from revenues of
the year; or whether they should be recommended and financed by
increasing tax rates, or by taking other steps to provide additional
revenues, or by deficit financing,

Even when anticipated revenues and estimated expenditures are

balanced for a year, the suggested programs must still be weighed
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against the desirability of reducing tax rates, thus decreasing avail- -
able revenues, or of providing for a budget surplus which would reduce
the national debt.

In late May and early June, the preliminary estimates of each
agency are reviewed in the Bureau of the Budget by examiners who
continuously follow the individual programs. The examiners' recom-
mendations are considered by the Director in the light of the budget
situation for the entire Government,

The Director then recommends to the President planning figures
for each major agency. After the President makes his decisions, the
Director meets again with each agency hé-ad to discuss the effect of
the decisions on the agency's programs., The precise procedure
(Slide 12} sometimes varies for certain agencies, With the Defense portion of
the Budget, the procedure is different,. We will treat that separately
in a moment, (Slide 13)

Although detailed schedules are based on amounts specifically
requested for the budget year under existing legislation, the agencies
also submit information covering additional requirements which are
foreseeable at this time,

This stage of the process continues from late September until
early December. As agency estimates are received in the Bureau of the
Budget, they are sent to the examiners assigned to the particular pro=-

grams. The budget examiner now comes out (Slide 14) for his major

effort at this point. All the knowledge the examiners possess about




the agency--whether based on long-run analysis, field investigations,
special studiés, or conferences held with agenc‘y officials--is brought
to bear on the estimates at this time,

The examiners (Slide 15) give considerable attention to the basis
for the individual estimates--the volume of work on hand and forecast,
the method by which the agency proposes to accomplish its objectives,
and the estimates of requirements in terms of numbers of employees
needed,

Past performance is reviewed, the accuracy of factual information
is checked, and the future implications of the program are considered.
The examiners identify matters of major importance and the issues to
be brought up with agency representatives at hearings, For small
agencies, hearings usually last only a few hours, but for a large depart-
ment they may run into weeks,

At the completion of the hearings, the examiners prepare their
recommendations for the Director's review. (Slide 18), This review
focuses attention principally on items of major importance involving
Presidential policy; it also provides a test check on other aspects of
recommendations made by the examiners, Assumptions which were
made earlier regarding the economic outlook and the international situa-
tion are brought up to date for this review,

As parts of the review by the Bureau are completed, analyses
are prepared for the President setting forth the Director's recommenda~-

tions and identifying the pertinent issues,

g



As soon as the President makes his decisions, each agency is
motified of its budget allowance (Slide 17) by letterl from the Director,
This news is traditionally received with great rejoicing and dancing
in the streets.

Agencies next revise their estimates to bring them in line with
the President's decisions for inclusion in the printed budget document,
(Slide 18)

Within fifteen days after Congress convenes in January, the
budget, accompanied By a budget message, is then transmitted by the
President to the Congress.

Congressional review of the budget takes many months, The budget
for the fiscal year 1960, which began last July 1, 1959, for example, was
considered by Congress for eight months--from January 26, the date of
the first hearing by the House Appropriations Committee, through
September 13, the date on which both Houses agreed to the last of the
regular appropriation bills, |

WNow let's turn for a moment to the Defense portion of the budget,

The best review of the Bureau's role in the formulation of the
military budget is contained in the hearings of this past June before
the Preparedness Investigating Subcommaittee of the Armed Services
Committee of the Senate,

Here are selected excerpts from actual testimony on Capitol
Hill, (Slide 19). Senator Johnson, the Chairman, opens the hearings,

"SENATOR JOHNSON: Now one basic question which seems to
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come up each year is this: Are the Nation's military requirements
decided on the basis of true need or simply on a dollar limitation?

We hear Member after Member of Congress state that they are u'nder
the impression that the Budget Bureau dictates this dollar straitjécket
to the Joint Chiefs of Staff, The question I want to put to you directly
is this: Do you set a ceiling limitation on them and tell them that these
military requirements are going to be met up to a certain point within
a certain dollar limitation, or do you allow them to tell you what they
think the security requirements are in the national tnterest?

"MR. STANS. Senator, I would like to answer your question
by saying, no, we do not set a ceiling. Then I would like to elaborate
on it,

"SENATOR JOHNSON; All right.

"MR. STANS: The Bureau of the Budget does not make war plans,
It does not in any way plan or propose war strategy or anything of that
type, Those are matters determined by the Joint Chiefs of Staff, the
National Security Council, and the President, We do not set a dollar
limitation on the programs of the Department of Defense in any sense,

"SENATOR JOHNSON: Who does?

"MR. STANS: But we do feel, if I may continue, that our respon-
sibility is to see that the money that is spent on defense is spent effectively
and efficiently. That is the basic purpose of the review function of the .
Bureau of the Budget--to ask questions, and to challenge programs.

"SENATOR JOHNSON: Military witnesses often imply that they
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are limited by the Bureau of the Budget's arbitrary decisions. I rea-
lize we must have proper budget control, but what is the true picture?

"MR, STANS: I think the true picture, Senator, is exactly as |
I described it. We do not make decisions, The President makes the
decisions. He makes the decisions either on specifics or on principles
of one kind and another, which we apply and observe in our considera-
tion of the budgets.

"SENATOR JOHNSCN: General Taylor testified before this commit-
tee that $210 million of procurement funds had been requested in the
1959 budget and the Congress approved it, and that it was subsequently
deleted in order that the Army expenditures would be held within certain
prescribed levels,

"MR. STANS: I will say before you categorically that if any
funds have been withheld, it is by decision of the Secretary of Defense
or the President and not by the Bureau of the Budget.

Senator Saltonstall comes in: "Now, if your decision is different
from that of the Secretary of Defense and you go to the President, do
you know how he goes about making his decisions?

"MR. STANS: I would like to answer that firrst by saying that
the word 'decision' in relation to our activities isn*t quite right, We
don't decide. We recommend or we question or we challenge, But
we don't make a decision which has to in effect become the basis of
an appeal, We make a2 recommendation to the l'resident, and he has

various ways of dealing with it. He may call in the Secretary of Defense
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for a joint discussion, at which I may be present, or members of

my staff, He may refer it to his staff to get further factual information.
He may discuss it privately with the Secretary of Defense, There are

a number of ways he has for resolving these matters,

"SENATOR SALTONSTALL: ; Would it be fair to say that your
part in making up the Defense budget really is subservient to the Secre-
tary of Defense? The general conclusion here in the Congress, Mr.
Stans, is that the Bureau of the Budget really has the final say,

"Mi. STANS: No, I wouldn't say that we are subservient to
the Secretary of Defense or that we have the final say. It isn't either
one, It is an entirely different set of circumstances. We are staff
for the President, We help the President to determine the level of the
defense budget by asking questions, by procuring information, and by
making recommendations to the Secretary of Defense and to the President,
We are not subservient to the Secretary of Defense in any sense. We
deal with him at complete arm's length,

"MR, WEISL: What, to be specific, are some of the questions
that you raised con items in the 1960 budget ?

"M.R. STANS: In the overall first, our questions were of this
general character: Can we deactivate any more marginal and nonessen-
tial installations and activities? Can we reduce the number of construc-
tion projects that are proposed"? Can we reduce the level of research

and development by any process of decisions as to whether or not to go

ahead on certain projects? Can we reduce training programs in any
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way? Can we reduce the number of flyir;g and steaming hours and
still -have an effective service at less cost?

"In the area of procurement and development, our general areas
of appfoach were these: Can we eliminate any weapons systems on
the ground of duplication with other weapons systems? Or on the
ground that they have only marginal capacity beyond the capabilities
we already have or are in the process of acquiring? Can we eliminate
weapons or any items which are designed to meet contingent situations
which have small chances of occurring? Can we reduce in any way
the number of organizational units that .are involved in existing program
objectives?

'“Tho‘se were the generally broad questions that we asked,

"(continuing) So that the situation will be perfectly clear, let
me emphasize that there is a significant difference in several respects
between the way in which we handle the budget of the Department of
Lefense and the budgets of the civilian agencies, The differences are
these: In the first place, the review of the defense budget is a joint
review between the Bureau and the Office of the Secretary of Defense,
In the case of the civilian agencies, we make our independent review
after the agency has completed its budget request,

"The second difference is that—-

YSENATOR JOHNSON: Let me be sure I understand the first one,
In effect the other agencies make up their budgets and then you have the
hearings review. But you participate so far as Defense is concerned
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with the Secretary of Uefense in jointly reviewing the Defense Depart-
mentts budget?

"MR, S'fANS: In jointly reviewing the submissions of the three
military services, That is correct,

"SENATOR JOHNSON: You participate in the decision of the
Defense Department as to how much they are going to ask?

"MR, STANS: No. The decisions are not made at tlllat point,
This is a fact-finding review,

"SENATOR JOINSON: What is the difference between a fact-
finding review and a procedure?

"MR, STANS: The fact—finding review is made by the Secretary's
own (Slide 20) staff and by our staff people, on the basis of which they
make recommendations to the Secretary of Defense as a basis for his -
decisions on the various items in the programs.

"SENATOR JOHNSON: And then he comes over to you and says,
'Here is how much we want for the Army, Navy, and Air Force?!

"MR, STANS: That is substantially correct,

"SENATOR JOHNSON: And then your people say, 'Well, we are
going to (Slide 21) cut this out, cut this out, and cut this out!? Is
that right?

"MR. STANS: No, Senator, that isn't quite right, We don't do
any cutting.

"SENATOR JOHNSON: You don't eliminate any requests that

they make for any items?
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"V R, STANS: We don't eliminate requests in the true sense of
that word.

"SENATOR JOHNSON: Is that true of the other departments too,
in that you don't eliminate any?

"ViR. STANS: No, We operate differently with the other depart-
ments,

"SENATOR JOHNSON: You do eliminate there?

"MR., STANS: We do make eliminations and review them with
agencies, with the understanding that if they are not satisfied with them,
they can appeal to the President, BEut in the case of Defense, we do
not make eliminations or determine a budget figure., We make sugges-
tions as to medifications of programs and levels of programs,

"SENATOR JOBNSON: Is that tantamount to decision and elim-
ination by suggestion?

"MR, STANS: I am trying to make it clear, Senator, that that
is not tantamount to decision,

"SENATOR JOHNSON: Do they ever refuse to follow your sugges-
tions ¥

"MR. STANS: A great many times,

"SENATOR JOHNSON:; And what happens then? {Slide 22)

“MR. STANS: In the case of Defense, then we have the option of
reviewing it again with the Secretary or taking it to the iresident,
and we do both,

"SENATOR JOHNSON: Does the President resolve this and
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finally make a decision where you and Defense differ?

"MR. STANS: Yes,

'A'SENATOR JOHNSON: Do you have any instances of that?

"MR, STANS: There were some in connection with the last budget,

"SENATOR JOHNSON: In substantial amounts?

"MR, STANS; Yes, |

‘l'SENATOH JOHNSON: Force or equipment? Give me an illus-
tration. The size of the Army? |

"MR, STANS: No. An éircraft carrier.  {Slide 23)

"SENATOR JOHNSON: All right, The carrier. And what happened
there?

.”MR. STANS: We suggested to the President that the carrier may
have a lower priority than a number of other programs, but the Navy
felt that it was a very important adjunct to their forces.

"SENATOR JOHNSON: Both of you went to the President?

"NR. STANS: We went to the President, |

"SENATOR JOHNSON: And the President said what?

"MR. STANS: The President left it in the budget. |

"SENATOR JOHNSON:: He sided with the Defense Department?

"M R. STANS: That is correct,™ |

That is all from that hearing, |

Now, gentlemen, no matter what the nature of a particular pro-

gram may be, there are always those who feel the amounts budgeted

are not high enough. {(Slide 24)
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Depending upon what your particular interests may be, in your
eyes, your particular program, quite understandably, appears to be
the most urgent goal of public policy. If you are a medical man, wothing
appears as critical as the healih needs of the Nation, If you are a scien-
tisi, there is no field of endeavor in which more remains to be done,

If you are a political economist interested in international affairs,
there is little that will match the importance and wisdom of helping

the backward nations of the world through all-out economic and cultural
assistance. If you are an educator, more educational facilities and
better-paid teachers are paramount. If you are a military man, all

of these are secondary to the military effort., And so on,

All of these legitimate and competing demands have to be weighed
and fitted into a balanced governmental effort which the taxpayers
are able and willing to support. (Slide 25)

We, as Americans, demand a great deal, We want roads and
bridges, schools and parks, hospitals and pensions, We want subsidized
transportation and farm price supports, We want health research and
scientific development, We want fast postal service, a school lunch
program, and we want p-ersonal and national security.

It is not a question of whether these programs are good or bad,

It is simply a question of degree~-=-a question of how much, how fast--
a question of priorities, of orderliness and timeliness, It is a question
of our ability to pay and under what circumstances, (Slide 28}

Let's look at some of the ingredients that make up a budget,
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And by ingredients I mean hardware or specific functions, 1 mean pro-
grams or facilities--all with a price tag. ‘We can cover but a fe’w, and
we'll have to move very rapidly.

The estimated construction cost of the first nuclear attack aircraft
carrier is $435 million, (Slide 27)

The unit cost of a NIKE HERACULES site, fully equipped with
missiles, is app;‘oximately $20 million. This includes construction
costs, and procurement of missiles and ground support equipment.
{Slide 28)

The unit cost of an ATL.AS missile is estimated to be 3l.6 million,
(Slide 29)

The estimated unit cost of a full BOMAZC squadron as planned
by the Air Force is about $65 million, including construction and pro-
curement costs, (Slide 30)

The unit fly-away cost of the 8-52-H, the model the Air Force is
buying in 'Y 1960, is estimated to be $9 million, The unit cost
including initial spare parts would amount to about 311 million, (Slide 31)

The average cumulative fly-away cost of the B-58, including
the 1960 buy, is over $20 million, (Slide 32)

The Nautilus has a price tag of $58, 859, 000, (Slide 33)

The Seawolf cost $60, 591, 000, (Slide 34)

A ballistic missile submarine has a price tag of $100, 000, 000,
(Slide 35)

Now, the medical services maintained by the Federal Government




are increasing in number, variety, and magnitude, These services
have come into being at different times during the past 150 years to
serve different beneficiaries, e.g.,‘ veterans, members Qf the Armed
Forces and their debendents, merchant seamen, Federal prisoners, etc,

The Federal Government has potential responsibilities for all
or part of the medical care of 32 million Americans. About one-eighth
of all hospital beds in the country are operated by Federal agencies,
and gross obligations for Federal hospital and medical care programs
constitute approximately 2 percent of the total Federal budget.

(Slide 38)

The agencies of the Federal Government operate 565 hospitals,
with 194, 693 operating beds and an average daily patient load of 168, 000,

This is the 1, 000~bed Veterans Administration Hospital in Brook-
iyn, New York. Total cost to the Government $20, 131, 541,

The Federal agencies have continuing programs for the improve-
ment of the physical facilities in which the care is rendered, including
new construction, replacements, major alterations, improvements,
and repairs, In 1960 it is estimated that $102 million will be obligated
for consiruction or planning of new hospitals and related facilities,
replacement of existing hospitals, and modernization projects, (Slide 37)

This is the Air Force Hospital at Elmendorf Air Base In Alaska--
400 beds and a price tag of $10 million,

To provide the required hospital and medical care for legal bene-
ficiaries, either in Federal hospitals and clinics or through contractual
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arrangements, and to provide and maintain mcdern, (Slide 38)
efficient medical facilities, the Federal Government is incurring
annually approximately $1.8 billion in gross obligations,

In May of this year, this 500-bed Army hospital was completed
at Fort Benning, Georgia, at a cost of $7 million, (Slide 39)

The next three slides give you a quick lock at the background
information which may be useful in providing a better understanding
of the effect of agricultural price support programs on the Federal
budget.

Current reviewsindicate that the Commodity Credit Corporation
investment in loans and inventories will reach $¢.6 billion by June 30,
1960,

This buildup in investment has occurred despite the fact that
since July 1, 1953, the Commodity Credit Corporation has disposed of
about $16 billion in acquired commeodities,

Wheat alone will account for nearly 35 percent of the total invest-
ment by June 30, 1860; and wheat and feed grains together will account
for nearly 78 percent, These investments result from expenditures
which are mandatory under present legislation, (Slide 40)

An advance projection of Commodity Credit Corporation investment
in price support loans and inventories with programs continued under
present legislation indicates the total will rise to nearly $12 billion
by June 30, 1963, from the total of $9,6 billion expected to be reached

by June 30, 1260, (Slide 41)




Increased quantities of commodities in the Commodity Credit
Corporation inventories are reflected in larger outlays for storage,
transportation, and interest, Storage and transportation costs alone
in the fiscal year 1960 will amount to $857 million, or $2 1/3 million
(Slide 42) per day. The largest single item is wheat, for which stor-
age costs in 1960 will total over $300 million, Until inventories can
be reduced, the Government will continue to be confronted with these
large annual outlays,

(Slide 43) In 1936, Congress enacted a Federal road-building
program calling for a 41, 000-mile network of highways across the coun-
try. The T'ederal share of this mas$ive project is 90 percent of the
total cost of $40 billion, or $37 billion,

(Slide 44) An extra one-cent-a-gallon Federal tax boost has been
enacted to help meet the costs, The one-cent tax increase for 22 months
provides $960 million in additional revenue,

The Highway Trust Fund is not part of the regular budget. IHow-
ever, any failure to maintain the road program on a pay-as-you-go
basis will, of course, have a substantial impact on budget receipts
and expenditures,

{Slide 45) Road construction of this nature is a costly undertaking,
The highways shown on the slides average $1 million a mile, and in con=-
gested areas where land acquisition costs are high can run to $13 million

a mile, A cloverleaf intersection will run from $200, 000 fo one~half

million dollars.



(Slide 46) Even with the recent postal rate increases, the four-
cent stamp, etc., the Post Cffice Department is running in the red by
$570 million. Let's glance at some of the items that assure delivery
of the mail,

When it is completed in Providence, Rhode Island,
this will be the most modern, mechanized post office in the world.
This slide is difficult to decipher, but you're looking through the roof
of the building. Privately constructed, this will rent at $1. 4 million
a year, and we'll spend $739, 000 a year for maintenance,

(Slide 47) We have 1500 of these little mailsters now, at $900
apiece, The program calls for 10, 000 of them.

(Slide 48) This is a prefab, do-it-yourself post office, experi-
mental models costing from §25, 000 to $35, 000,

(Slide 49) New stamp-vending machines such as these cost $300
apiece,

(Slide 50) A new console-type mail sorter costs $150, 000, The
first ‘ten of these are currently operating in Detroit,

(Slide 51) Water resources expenditures of the Corps of &ngineers
and the Bureau of Heclamation will exceed $1 billion this fiscal year=--
an all-time high. To complete the nearly 300 projects now under way
will require an estimated $5 billion over the next few years,

This slide shows an artist's conception of what the Bureau of

Reclamation's Glen Canyon dam will look like when it is compieted,

This unit, which is about one-quarter completed, is located on the
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Colorado River on the border of Arizona and Utah, I is the key project
for the vast water resources development of the Upper Colorado River
basin, and will require $322 million of Federal funds,

(Slide 52} This slide shows the recenily completed McNary Lock
and Vam on the Columbia River in Oregon. It was constructed by the
Corps of £ngineers at a cost of $286 million, including the cost of the
hydroelectric power units installed, Operation and maintenance run
over a million dollars a year.

(Slide 53} This is another Corps project--the Jim V/oodruff Lock and
Dam, located in Georgia and Florida. It is now nearly completed, at
a cost of $46 million,

(Slide 54} This is a view of one of the 95 Federal hydroelectric power P
plants, This powerhouse, which is part of the McNary project shown a
moment ago, contains 14 units, with a total capacity of 980, 000 kilowatts,
It cost $137 million,

(Slide 55) All of these efforts have contributed to the steady
growth of our Federal budget. You will note that over the relatively
short span of 30 years we have gone from roughly $4 billion in expen-
ditures to $78,9 billion, The 1960 figures on this slide have been
revised upward,

(Slide 56) A modern example of that rapid growth is the space
pregram, rising from a relatively modest figure in 1958 to the inevitable
billion dollar category in the very near future. This is exclusive of

military missiles,




The rate of progress in this particular program, as well as in
the many we touched upon earlier, is the subject of considerable debate,
Choosing up sides is outside of our province this morning.

(Slide 57) Gentlemen, you may debate the philosophy that gov-
erns these major issues, you may argue the wisdom of certain policies,
you may even dispute the figures; but you can't deny that you're paying
for every dime of it. Any way you look at it, the maintenance of your
Government takes a hefty slice of your income,

The Commerce Clearing House comes up with some interesting
fipures, They studied an average 29-year-old taxpayer with a wife
and two children, a low-priced car, and a morigaged home, Ie has
an annual income of $5, 183,71, lle uses a pack of cigarettes a day,
has six beers a week, uses a fifth of liquor a month, He has a tele-
phone, some household appliances, itrades his car every five years,
and drives it about 9, 400 miles a year.

(Slide 58) This fellow, from 29 to retirement at 65, will have
to round up $47, 221, 18 in taxes, In round figures, this $47, 000 breaks

down roughly this way:

Federal income tax 520, 870
Social security 7,200
Real property 7,700
Personal property 720
Auto taxes 3,100
Cigarette taxes 1, 400
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Liquor taxes 31, 339

Sales taxes 3, 100
Telephone 324
Luxury items 166
Home appliances 35

And all these figures do not incilude any State income tax,

This tax bill amounts to a little more than one-fourth of his
lifetime income.

Well, where are we now? (Slide 59) After a $12,5 billion
deficit in 1959, we now expect a $100 million surplus at the close of
fiscal 1960~-~-admittedly paper thin and, of course, subject to the
influences and assumptions mentioned earlier,

We are now well into fiscal 1960, and we will spend $78,9 billion,

(Slide 60) Here is what the $78.9 billion will buy. These are
the major items.

$45.7 billion for national security, This includes atomic energy,
stockpiling, and military assistance. This is 60 percent of the whole
budget,

$9,1 billion for interest on our debt, which stands at $290,4

billion at the moment; and the President has no choice but to provide

for it in the budget.

Another large item is $5.1 billion for benefits and services to

veterans,

Up to this point, three-fourths of the Government's income=-~
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about $60 billion--is pledged to future security and paying for past
wars,

The other $18 billion of expected outlays in the budget for
the coming year are:

$6.1 billion for agriculture services and price supports, including
purchase and storage of farm products;

$4.4 billion for health, welfare, education, and labor programs;

$2.9 billion for services to business and to communities, includ-
ing aids to housing, civil aviation, the merchant marine, small business,
and civilian outer space programs;

$2 billion for foreign affairs, including economic assistance to
our free world allies;

$1. 8 billion in conservation and development of our natural
resources; and finally,

$1. 7 billion for general administration of the Federal Government,
together with the expenses of the Congress and the courts.

Why do I point out these particular items of Federal expense ?
For several reasons:

I wanted to remind you of the great variety and magnitude of your
commitments,

I wanted to make certain that your awareness was not restricted
to your special responsibilities,

I wanted to emphasize the obvious competition that exists among
major programs for the money available,
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And I wanted to demonstrate the difficulties of establishing
equitable priorities and a balanced program.

By simply appreciating the enormity and complexity of these
problems, you can contribute much to their ultimate solution,

(Slide 60) The role of the Bureau of the Budget is too often
regarded as a negative one, when in fact it is simply an inquisitive
one,

There are many cases of reductions in the budget which are
agreed upon between the Bureau of the Budget and a department, but
the reduction is reported to agency staff as something they must do
because it is required by the Bureau of the Budget., We are the natural
out for any person who tends to hide behind a decision that can be attrib-
uted to someone else,

However, this is not to deny that in fulfilling our responsibilities
we have insisted on things not being done that others claim need to be
done, or (Slide 62) to question and challenge the witdom, soundness,
and necessity under prevailing assumptions and financial circumstances.
But, rather than putting forth a frequent "No, " the practice is to aggres-
sively probe the "why' of the matter,

{Slide 63) I would not want to imply in any way that the Bureau
of the Budget is not a powerful force and an important force in the
executive branch of the Government, If it is not that, if it is not an
effective organization, then I think we would deserve to be criticized.

I think the fact is that because the Bureau derives its authority from
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the President and acts in the name of the President, it has a consid-
erable amount of influence and force in any fecommendations it makes
and any questions that it asks, So if the Bureau is powerful, it is only
a reflection of the power that exists in the President,

(Slide £€4) So you can see by now that the Bureau of the Budget
is just a good neighbor-~friendly, folksy, considerate, sympathetic,
understanding, and humane in its daily use of the blow torch on your
south end, These gualities are particularly true of the Director,
Maurice Stans (Slide 65), whose open door policy is well known, You
are invited to come in, sit down, and discuss your problems.

Thank you, gentlemen,

COL. LACKAS: Mr. Archambault is ready for questions,

GUESTION: Mr. Archambault, last year we had a deficit of
12,95 billion, This year you estimate a .1 billion surplus. What were
you estimating at this time last year for FY 59--a surplus or a deficit?

MR, ARCHAMBAULT: I'm not sure I get the question, but let
me answer it anyway, It won't make much difference,
| As you know, the budget comes out and it indicates that such-and-
such will be the outcome. 1 think the outcome of this was that a deficit
of 13 billion dollars was predicted in all of our speeches and in the mid=-
year review that follows the budget after the Congress gets through

px‘iveié?cittii nsscgtét;iny. I think you would be amazed at the accuracy of the

forecasts that are made six months, eight months, in advance of the

final outcome.




Of course, they icok a conservative view of the recovery from
the last recession; and even with that conservative view, which turned
out to be quite conservative in the ultimate outcome of Government
income, they almost hit it on the button,.

QUESTION: Iimagine that Senator Johnson was slightly confused
at the end of that testimony. But from what I have heard, this is gen-
erally the picture in the Congress. That is, this tremendous document,
covering the area that it does, generally leaves the average Congress-
man semewhat confused. Are there any projects under way, any |
approaches, where we can make this thing a little simpler and possibly
reduce this eight months period that is involved here?

MR, ARCHAMBAULT: Well, here is one of thé great deficiencies
in our legislative process. There is no single place in the Congress
where a total view is taken of the Federal Government's fiscal problem,
We have made a number of offers to go up and present, either to the
entire Congress or to selective committees, most of which are meeting
as subcommittees on a piece of the total problem--and the Appropria-
tions Committee never does get an overall opportunity to look at the
problem in toto., And one of the most frustrating parts of the process
on the Hill is the fact that, having put it together as one piece, with all
the mosaics {itting in here and there, we go up and testify before sub-
committees that are only looking at minute paris of it, usually quite
unconcerned about the total picture, the total impact of what they may

do or the results of their decisiongin relation to other program activities
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or whether there is duplication or anything else, And, while there

are congressional members-~Senator Byrd, Senator Bridges, and others--
who have made overtures for developing some kind of a better proced-

ure, I trust from a practical point of view and short of what we are

doing today in terms of the Director going up with his charts and slides

and giving those members of the Senate Appropriations Committee who
show up a broad picture of it initially--and sometimes his audience

is two or three people--as a practical matter I don't foresee it in the
immediate future, That's just the system. Of course, it's serving .us well,

QUESTION: The item veto is something that has been talked about
a lot recently, The Bureau of the Budget, I understand, exercises the
item veto, since they have the apportionment process, Now, what is
your opinion about that? Do you think the item veto should be exercised
in the apportionment, o‘r do you think the Congress should pass a law
saying that you shouldn't have an item vetc?

MR, ARCHAMBAULT: I can't accept your first assumption-=-
that the Bureau of the Budget exercises that veto, In fact, I thought

kind of
that part of my speech was a little too long, If/labored on that subject
a little bit.

Through the apportionment process the Bureau does get another
crackat the expenditure of funds, and it may be in the nature of an item
veto, DBut as a practical matter, before there are eliminations, there
is a meeting of minds between the Director and the head of the agency

concerned; and the funds may simply be placed in reserve for future
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availability, depending upon the progress in a particular ﬁrogram.
The thing isn't as arbitrary as it might appear or as its reputation is,

@UESTION: What do you think our objective should be as far as
reducing the national debt? In listening to some of these economists
talk, I was firmly convincéd that the national debt was evil all the way
through, Now I understand that it does serve some useful purposes, but
maybe it's too high. Just how far do you think we should try to go in
reducing it?

MR. ARCHAMBAULT: Well, this is a point on which I say,
I'm glad you asked that, I don't want to pretend to discuss that, because
I frankly don't know anything about it, Let me simply state the policy
that currently prevails, I don't know enough about the background and
the left and right views concerning economic theories as to how much of
a national debt the country can handle, or what its rate of reduction
ought to be,

The national policy today is t{o not participate in or not support
legislation that, for example, would require us to reduce the debt by
a fixed amount each year, Some Members of Congress want us to
include in the budget an amount of money, like we do, $9.1 billion,
for interest on the debt-~there are those who want us to put in a spec-~
ific amount, maybe a billion or two billion dollars, to reduce the debt on
an annual basis, There are others who think we ought to tackle it on
a much more substantial basis, selecting maybe 10 percent per year for

a decade or something of the sort.
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The Administration opposes any straitjacket approach to the
reduction of the debt, However, as a matter of policy, it wants to aim
at Wmex its reduction, perhaps in the category of a billion dollars a year
as an appropriate starter,

Now, at other sessions I have been asked how long it would be
before the country would go into bankruptcy; how large the national debt
can get before it becomes totally unmanageable and begins to affect
our whole fiscal system, has an adverse effect ui)on inflation, and so
forth., I don't know, and I don't know that there is a clear-cut answer.
1 trust that you will save further pursuit of that question through the
distinguished economists that approach this platform.

QUESTION: There has been some recent criticism about the
fact that the mechanism which controls budget levels establishes control
initially on obligations or new obligaticnal authority on the program that
is presented to Congress, and subsequently on expenditures when the
program is executed, Is there any plan afoot to bring these two controls
into a single control?

MR, ARCHAMBAULT: No, because you are dealing with two
different kinds of alley cats there, Recognizing first the basic prin-
ciple that a new obligational authority that is appropriated for, say,
fiscal 1960 may have within it commitments that will lay the ground
work for a tremendous subsequent impact upon the budget, particular-
ly in long=-lead-time items, actual expendures are--for example, let

me illustrate with the great debate over who reduced whose budget

33




in the last Congress,

The allegation is that the budget was reduced by 1. 8 billion dollars,
This will be a mixture of actual programs that will be {elt today versus
a reduction in new obligation authority for long-lead-time items, partic-
in the mutual security field and under the Defense Production Act, where
the reductions even at the rate of 1,8 billion dollars will not be felt
in the 1960 expenditures,- because they jmme-just won't be spent that
quick,

But there has to be a dual control, because actually you are deal-
ing with two different breeds of cats here, The most effective one for
ouy)purposes is the day~to-day apportionment ortfi;iarterly apportion-
ment and the hold on expenditures. Congress gets a more substantial
crack at your new obligational authority, which is where control is
more difficult, because, take, for example, the 87 new public works
projects that were launched, with new obligational authority of a very
minor amount, mostly for planning money; but we have committed
ourselves there for the next five years at something like 752 million
dollars of new obligational authority in the future to complete these
projects once they are launched, with a very small figure initially,

We will get a crack at this new obligational authority that has been
authorized to the tune of 752 million dollars by the quarterly control
of expenditures. I don't think they are so different, as they serve a

very different purpose, I doubt that you would bring them together,

QUESTION: We have heard a proposal, or a request yetphes perhaps,
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by the Defense Department to put their budget together on a horizontal
rather than a vertical sort of basis, Do you know anything about that
proposal? If so, do you think that would help to explain perhaps some
of these iﬁteresting subjects in the whole Defense budget?

MR, ARCHAMBAULT: You should have hit that gentleman who
was over here yesterday, Let's get another one, Colonel,

QUESTION: We understand that the mutual security programs
are now being included in the overall major Defense gside of appropria-
tions, Could you give us the reason for how this comes about?

MR, ARCHAMBAULT: Iit's just a case--in fact, in looking over
the history of our budget, there is a variety of groupings; and I don't
think the reason is as technical as you might suspect,

There have been efforts to keep our programs grouped in those
areas that are generally related, I think, rather than having a substan=
tial technical reason, that yuu might think would come out of an office
that is alleged to be an office of accounting and so forth, the format
is more the personal wishes of the Director, as to just how he lays
out the budget, what he feels tells a more graphic story, what he feels
groups types of items, You will notice that particular chart which had
its origin with the Director on types of expenses, He likes to group all
expenses having to do with what he calls our national security, including

mutual secu¥ty, he likes to put the 9.1 billion interest on our debt,

which others would keep out, he likes to put that in a category of a

security item, either past or future, because the debt is largely war-
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induced. He likes t{o throw in veterans into a category of figures
because of that obvious relaiionship to our defense effort, And it's
simply a matter of how you like to print the book, just the way it is,
and the design of the cover, and what color it might be in a particular
year,

QUESTION: Qver a period of time the budget has become larger
and large‘r; and as it is, the process of budget making has become more
and more complex. A number of recommendations have been made
for simplification of this budget process, one of which is for a biennial
instead of an annual budget, Will you tell us the position of the Buregu
on the proposed biennial budget, and could you discuss some of the
advantages and disadvantages?

MR, ARCHAMBAULT: Cur inclination would be to separate them,
In fact, we talked in terms of a two to four, perhapé a maximum of a
five year, planning pericd, There is no doubt that soon-~how soon I
wouldn't venture to predict--but soon the process is going to have to
be stretched out, Because of the tremendous burden of time and burden
of effort required by everybody to put together a budget on an annual
basis, two years would probably be an excellent starter. A further
stretch might be inevitable in the future,

Our desire is to take about a two-year chunk on the first go-around
and see what difference it would make, how much it would lessen the

burden, to what extent this would be acceptable in the Congress, and

so forth,
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Now, there is considerable discussion of this, but mostly on an
academic basis, There is no practical effort today to do anything about it,
With reference to the size of the budget and its tremendous volume,
there are very practical reasons for this too. Every NMember of Congress
has a particular type of inquiry that he makes to the Bureau of the Sudget
concerning a breakdown in this area, a breakdown with reference to
water resources, a further brea.lidown on the trust funds, more specifics
and line items and other things, ;Igﬁidzbem"iutual Security Programy tThey
may want all the countries listed, And you will note in the back of the
budget are all the special analyses. We originally had only A, B, and C,
I think they now run up to J and it may be higher., All of these have had
their impetus from a request for detailed information,

Now, the breakdown I gave you in specific programshere, concerning
highways, concerning hospital . programs--that language that 1 was using
actually came out of the budget, Iew people realize that you can flip to
a certain section of the budget and get an excellent run-down on a total
effort by the I'ederal Government in a specific area,

This year, as always, to cut down the sheer volume, we tried to
eliminate some of them, and we ran into a request to get them back in
there, Some gentlemen reproduce them and send them around to the
appropriate people, or the people‘r/i;ioud of the fact that they instituted
them in the first place, and they're just going to stay there,

Now, the budget will grow in volume, I presume, as programs become

more technical, The space program, for example, is now an 800 million
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dollar program. But this is probably the last time that anybody will
stand on this platform and talk about in terms of millions of dollars,

It will be billions of dollars in the very near future, It will have many
side activities, many things that need a further breakdown, an explana-
tion; and a couple more pages will slip in, It's now up 1027, which is
why we put out that Federal Sudget Brief, plus the Midyear Heview,
covers of which I showed you on the slide,

But other than for purposes of academic discussion I doubt that a
shift in the budget procedure, other than some mutually agreeable items
between the agencies, in the Executive Cffice of the President, and in
the Congress, I don't foresee any changes in the very near future.r These
things are hard to come by,

LULESTION: My question is in two parts. The first deals with a
cost-based budget, i'o you think the Congress will ever accept : .
budgetson a cost budget" Secondly, do you think that the Congress will
ever go along wi_th _the rioover Commission's recommendation of actually

appropriations
making veppmxnendakborsion an accrued-expenditure basis?

Mil, ARCHAMBAULT: Look at what happened in this last session
of Congress, I think it was restricted to seven agencies. It may have been
more, But a selected number of agencies were asked to submit the kinds
of budgets that you are talking about and the Congress rejected them.,
There may have been some exceptions, but to my knowledge we didn'{
get anywhere with them.

We're going back in nowe~I think the number has been increased to
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of
twelve--on an attitude/persistency, that the cbjective is sound, that

according to those who understand the intricacies of accountey and that
sort of business, plus the recommendations of the Foover Commission,
they are on solid ground. And they do have the sympathetic support of
Senator 8yrd and others who take a special interest in the budgetary
aspects of the Federal Government,

However, we are not meeting with any great success; and I suppose,
like so many other recommendations of the tioover Commission, after
a period of years, with some persistent selling, Some good salesmanship,
the thing might happen, At the moment we don't foresee any sudden change.
The distinguished gentlemen have become used to certain submissions in
a particular way and the moment yoﬁ start tampering with that, no matter
how sound your reasons may be technically, it's just not going to happen,
Cf course you never know the situation after 1960,

LUBSTION: I'm not sure who the surgeon is, but I have seen
inflationary projections disallowed--

Mit, ARCHAM BAULT: Inflationary projections?

QUESTION {continued):; Yes. In other words, in the area of
maintenance there is a certain allowance made in the M & C area of the
budget for inflationary trends, Then it's spelled out in the budget sub-
mission,. Also in procurement. We buy a radar this year and there's
a projected price used in the budgel submission that is 7 or 8 percent
greater and it's disallowed on the basis that we don't permit inflationary

prices. L0 you think that's wise in view of the history we have had?
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MR, AZCHAMBAULT: Well, the way this appears in the budget--
and again I'm not familiar with the technical reasons behind it-~but you
may be stepping out of line with whatever the Administration policy is
on fixing the years, Maybe they're using a '58 dollar or an earlier year
dollar, depending on what the basis is for their computations.

You will notice some of the charts in the budget have an asterisk
and a footnote indicating the dollar value upon which these computations
were based, On th;a other hand, you may be running afoul of a policy
memo that may have come out that said you will not compute these in your -
costs; and by an indirect way to force an agency to reduce its budget,
you may force them to absorb a pay raise, to absorb inflationary - costs,
and so forth, And rather than there being a conflict in the technical
reasons for the rejection, I think you will find it simply in a practical
decision to make them absorb that particular cost. Now, admittedly, it
has the same effect as a budg::,;‘but that usually is the objective,

RUESTION: As you flashed by many of your excellent examples
of the cost of things, the thought occurred to me that since 1930 the nation
has acquired some very valuable assets, I wondered if perhaps you have
a ccmparison of the total value of national assets in 1930 as compared to
the total value of national assets in 1960, realizing that there are some
white elephants, but that would be usable against the national debt, and,
of course, this high cost of living.

MR, ARCHAMBAULT: well, that's like trying to put together a
Federal Government balance sheet. While we have been toying with this
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effort, you can realize the iremendous problems that are implicit in such
a gigantic project, particulariy to get an inventory of what yo.ur current
assetis are, let alone comparing them with years past.

In running through the slides here, certainly I realize that you detected
that many of the slides that depicted major effor.ts of the Federal Govern-
ment were in a large sense investments, These were not 20 million dollar
items that have to be one-shot deals and then ci'ossed off the board, Some
of them represented very substantial investments, Some of them repre-
sented investments which over a period of 50 years we will get our money
back on, particularly in some of the water resource projects, depending
upon under what law they were constructed.‘ In some cases we will get
interest back ancit?f:her cases, by virtue of water rates, we will recoup
the cost of the project over a period of 50 years or longer,

We have attempted--and there are in current regulations--the
requirement that every department and agency submit annually an inven-
tory of its assets. This is abused more than it is followed, 'The reports
are not adequate {oday to compile what Senator Murray wanted--in the
nature of a total inventory of national assets, for the very purposes thgt
you discussecl--to compare it, to see just what our investment has been,
g0 that we could portray in the budget--say we are spending 78,9 billion
dollars, What do you measure that against? Is that an exhorbitant
figure?  Could it be 150 billion? Could it be 200 billion? Against what
do you measure it? What portion of it are capital improvements? .vhat

portion are major investments that add to the assets and the strength of
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the country, as distinguished from many things that can't be character-

ized or put in that same category. You can't put veterans' pensions,

for example, which is a very costly item, as an investment item. You

can't put a number of other programs. Yet many of the major costs,
many of

the hospital program, while much of it is in the nature of a service,/ the

facilities are a significant investment around the wo‘rld.

However, we are a long way from having an accurate inventory of
this country's assets; and you will find that in whatever efforts have been
made to date there is a great discounting of the accuracy, In the preface
they usually make great excuses about the impossibility of putting a value
on this particular thing or that particular thing, You could get into two
projects, You could get a Government balance sheet, or you could mmk
resort to capital budgeting, where you could actually display the Covern-
ment's investments, BEut this won't be done in a hurry.

Now, there are those in the Bureau who, largely because of a
personal interest in it, wwxare working on it, largely on their own,

But as a Government effort currently we are not devoting any time to it,

GUESTICN: Why does the Bureau of the Budget feel it's necessary
to conduct a joint review of the Department of Defense budget with the
Defense Department rather than letting it prepare its own budget, Ioex as
all the other agencies of the Government do?

MK, ARCHEAMBAULT: Cnly because of its sheer magnitude, When
the total budget was 3 1/2 billion dollars and the Zureau of the Budget

consisted of 40 people, the process was a relatively easy one, You could
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handle today with a relatively small crew a 4 1/2 billion dollar budget

of one of the agencies, However, its magnitude is such and the time
necessary to run through it that it seemed most practical to us to make

it a joint effort, so as not toc go through the same thing twice. You would
occupy so much time of so many people on a duplicate effort that we now
actually have staffs that sit in the Pentagon with your people, In fact,
the Bureau has people there on a permanent basis working daily with the
Cffice of the Secretary of Defense, participating jointly in the hearings.,
it's just a practical time saver,

alternatives are., I guess they would be
I den't remember what your xktersstiseorsseehokoks Rk we ek

to do what we do with
/ the other departments and agencies,
GUESTION: Of course, one immediate alternative would be to
two months
simply tell the Uepartment of Defense to prepare their budget/earlier
than they now have to prepare it,

Mit, ARCHRAMBAULT: Well, you will find in these budget seasons

that the seasons actually overlap, Ve already have a continuous process

going on., I doubt very much, if you were to take a poll over there, which

is not the practice in the Pentagon, that the people who do the pick and
shovel part of that effort and have to subject themselves to the Scrutiny
of a budget hearing would just as soon get it over with in one shot.

It's just a practical thing. We can see no gain in spreading it out
and getting an independent crack, because you realize, as I said, we

don't make decisions,



QUESTION: - Sir, I have a question on the staffing ﬁf your
ions.,

suggest/ I am convinced by your 45 minutes prepared work that you
don't make decisions. Ilowever, we do suspect that you people do have
friends in high places and that your suggestions are certainly often taken,
even though a few are overturned, Do you have engineers, scientists,
doctors, and other skilled peopie of thosc types in your staffr Or do
you maintain objectivity by not having such people in your staff?

Mi, ARCHAMBAULT: You were leading me down and I almost
didn't recover from that last one,

Well, let me put it this way: It's not as difficult as you might think,
Fortunately, "we have technical experts who could answer questions of an
economic character., We have the Accounting Office, who are skilled
people in that field. In fact, the bLirector of the Bureau of the Budget
is an accountant by profession, as well as a very distinguished gentleman,

And I would say that we run the gamut of a variety of skills, DBut, as we
their Civil Service Commission job descriptions,

Say in HXchuik et s XenTse ki Fobodescripkixxy;  they are primarily
generalists,

Now, let's look at what this gentleman has to do, {le's not on
his own as an economist, as an accountant, as a scientist, 'There are
engineers there, They are not superimposing their personal judgments
due to their own background and skill, although 99 percent of them have
the capacity to do that,

There are a set of rules put out that are very clear, For example,

there may be for a given fiscal year a decision that there will be no new

44



starts
WEBKE in construction, You don't have to be an expert engineer to apply

' starts,
that rule to a budget. You just say there will be no new skopdss, There

xrzzlybe a rule that there will be a 2 percent reduction in personnel across
- the board. There will be a variety of other broad and basic rules or

agency concerned
principles that the Budget Bureau knows, and the agemzrxned knows; and
theré's a check~out against these various items,

I would think that, except for the opportunity to challenge, we have
people whom I wouldn't characterize as dedicated specialists, but they
are certainly skilled in a particular field, to make them competent enough
to ask specific questions in the engineering field and understand the answer
without necessarily having to pass judgment on it, because their report
consists oft "I probed this area and this area and this area; and while
I felt that this appeared to be a gap or a weak spot, this is the answer
I got and this is what the agency wants to do." The budget man will say:
"My own recommendation would bé that they do it this way or that way,
However, the Secretary of such an agency feelsotherwise." And it is
with this identity of the issues and the two different points of view--one
from the specialist who prepared the program and the other from the man
challenging it--that is the basis for the decision that ultimately comes
out of it,

I don't think these people second-guess program people. And I
think you gentiemen would be very surprised to hear the procedure that

is followed in the Director's review, which I hinted about a little bit,

I guess that was the fellow with the horns behind the table, But the
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Director's review process is a very excellent session where the people
who have been fighting with the agencies over particular elements of

the budget =mzmmx turn around and take your side and present it on behalf
of the agency and in my judgment do a remarkable job, In fact, sometimes
you wonder who they are working for. In fact, that's their job. They

run the obstacle course first; then they turn around and, after having
probed it and fought with it and mulled it over, they come in and say:
"This is what this agency wants and these are the reasons why.'" And,

of course, they in turn have to answer the questions from the Lirector and
his assistants, who say: "Why did you do this? Why did you approve
that?" It's a two-fold process that takes place, but the performance by
your. own budget examiner is a rather remarkable one.

LUESTION; Gur fiscal year seems to be a source of some of our
trouble, Ior example, NOA comes out two to three months into the
fiscal year and creates some havoc in the Defense Lepartment. -‘The
Treasury seems to borrow money because the receipts come late in the
year, Would a change in our fiscal year possibly help us, perhaps
matching it with the calendar year?

Mide ARCHAMBAULT; I can't answer that question. ' not sure
I get enough of the problem here to appreciate what we are after. Maybe
we'd better let it go at that, I would probably confuse you more, and I
think I share some that you already have,

COL. LACKAS: Mr, archambault, I would like to express, on

behalf of the Commandant and the students here, our gratefulness to you
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for coming over here and giving us this most profitable morning,
1 doubt that many of us have had a more profitable experience than we

have had this morning, Thank you,
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