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THE F E D E g A L  BUDGET 

27 O c t o b e r  1959 

G E N E R A L  HOUSEMAN: L a d i e s  and  G e n t l e m e n :  Y e s t e r d a y  

we w e r e  g i v e n  i n f o r m a t i o n  on the  s c o p e  and  the m a g n i t u d e  of the  d e f e n s e  

b u dge t .  Th i s  m o r n i n g  we a r e  go ing  to c o n s i d e r  the  o v e r a l l  n a t i o n a l  

b u dge t .  

You have  b e e n  i s s u e d  a b i o g r a p h i c a l  s k e t c h  on our  l e c t u r e r  th i s  

m o r n i n g .  It can  be s e e n  tha t  he has  had  a b r o a d  e x p e r i e n c e  in the  C o v e r n -  

m e n t ,  bo th  at the l o c a l  and at  the n a t i o n a l  s c e n e .  

We a r e  m o s t  happy  th i s  m o r n i n g  to have  wi th  us  h i r .  i Iaoul  

A r c h a m b a u l t ,  iYss i s t an t  D i r e c t o r ,  B u r e a u  of the  Budge t .  NJ:r. A r c h a m b a u l t .  

MR.  A i{CHAlvlBAULT: Thank  you, G e n e r a l  H o u s e m a n .  

G e n e r a l  Mundy  and G e n t l e m e n :  The D i r e c t o r  of the  B u r e a u  of 

the  Budget ,  M a u r i c e  H. S tans ,  was  u n a b l e  to be wi th  you today,  b e c a u s e  

he is  in A f r i c a .  (Sl ide s h o w i n g  h u n t e r  and  d e a d  e l e p h a n t ) .  

Cu t t ing  t h r o u g h  the  j u n g l e s  of  d a r k e s t  A f r i c a ,  s l o s h i n g  a r o u n d  in 

m u d  up to y o u r  B e r m u d a  s h o r t s ,  and  l i s t e n i n g  to the  po in t  of v i e w  of 

the  n a t i v e s ,  p r o v i d e  a good t r a i n i n g  g r o u n d  for  the  P r e s i d e n t ' s  top 

b u d g e t  o f f i c e r .  H e ' s  the  on ly  P r e s i d e n t i a l  a p p o i n t e e  in t h i s  A d m i n i s -  

t r a t i o n  who d a r e s  to s h o o t  an e l e p h a n t .  

T h e r e  a r e  s o m e  who w i s h  the  whole  B u r e a u  of the  Budge t  was  in 

A f r i c a ,  a l t h o u g h  t h e r e  i s  c o n s i d e r a b l e  d i s a g r e e m e n t  as  to w h e t h e r  o r  

not  tha t  wou ld  be fa r  e n o u g h  away .  



Our discussion this morning will, of necesSity, 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 l~ureau, 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 IBook of ~'stimates, 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 one 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 1 quote: 

2 



" T h e  e s t i m a t e s  a r e  a p a t c h w o r k  and  not  a s t r u c t u r e .  As a r e s u l t ,  

a g r e a t  d e a l  of the  t i m e  of the  c o m m i t t e e s  of C o n g r e s s  i s  t a k e n  up in 

e x p l o d i n g  the v i s i o n a r y  s c h e m e s  of b u r e a u  c h i e f s  for  w h i c h  no A d m i n -  

i s t r a t i o n  wou ld  be w i l l i n g  to s t a n d  r e s p o n s i b l e . "  

The  r e p o r t  m a d e  c l e a r  the  n e c e s s i t y  fo r  a r e v i e w  of d e p a r t m e n t  

and  a g e n c y  e s t i m a t e s  on a l e v e l  above  tha t  of the  d e p a r t m e n t s ,  and  

r e c o g n i z e d  tha t  a r e a l  budge t  s y s t e m  would  n e e d  to be a n c h o r e d  in  the  

P r e s i d e n t l s  p o w e r ,  s i n c e  on ly  the  P r e s i d e n t ,  in  the  E x e c u t i v e  B r a n c h ,  

was  in  a p o s i t i o n  to m a k e  f ina l  d e c i s i o n s  b e y o n d  c h a l l e n g e  by the  

d e p a r t m e n t s .  

In c o n t r a s t  w i th  ou r  1960 b u d g e t  (Sl ide 5), the f i r s t  F e d e r a l  

budge t ,  w h i c h  was  p r e p a r e d  u n d e r  the  Budge t  and  A c c o u n t i n g  Ac t  of 

1921, was  s u b m i t t e d  fo r  the  f i s c a l  y e a r  1923 in the  a m o u n t  of $3 1/2 

b i l l i o n .  Th i s  f i g u r e  i n c l u d e d  a l l  the  c o s t s  of the  A r m y ,  Navy,  and  

t h e i r  a i r  f o r c e s ;  v e t e r a n s '  c o s t s ;  a l l  of the  o t h e r  c o s t s  of the  G o v e r n -  

m e n t ;  and  a r e d u c t i o n  in  the  n a t i o n a l  deb t .  You wi l l  no te  tha t  3 1/2 

b i l l i o n  d o l l a r s  t oday  wou ld  s c a r c e l y  c o v e r  ha l f  of the  A g r i c u l t u r e  

p r o g r a m ,  o r  ha l f  the  e x p e n d i t u r e s  for  v e t e r a n s ,  o r  on ly  abou t  a t h i r d  

of the  i n t e r e s t  on the  n a t i o n a l  deb t .  

At tha t  t i m e ,  the  b u d g e t  a c t i v i t i e s  w e r e  c o n d u c t e d  in  the  T r e a s u r y  

D e p a r t m e n t .  It was  not  un t i l  1939 tha t  the  B u r e a u  of the  Budge t  was  

t r a n s f e r r e d  to the  E x e c u t i v e  Off ice  of the  P r e s i d e n t  and  b e c a m e  p a r t  

of h i s  s t a f f  o p e r a t i o n ,  now h o u s e d  in the  old E x e c u t i v e  Off ice  B u i l d i n g .  

It t a k e s  m a n y  y e a r s  to d e v e l o p  the  a p p r o p r i a t e  c h a r a c t e r i s t i c s  
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(Slide 6) of a good budget  o f f i ce r .  Today  the s t a f f  of the Bureau  con- 

s i s t s  of people with m a n y  y e a r s  of G o v e r n m e n t  s e r v i c e  and a c o n s i d e r -  

able knowledge of the a g e n c i e s  and an expertm~ess in the p r o g r a m s  for  

which  t hey  a r e  r e s p o n s i b l e .  

How i s  the Bureau  o r g a n i z e d  for  i t s  t a s k ?  The D i r e c t o r ,  

by a Deputy  D i r e c t o r  and t h r e e  g e n e r a l  A s s i s t a n t  D i r e c t o r s ,  

p r o f e s s i o n a l  s t a f f  of ove r  400 c a r e e r  c iv i l  s e r v a n t s .  

The B u r e a u ' s  func t ions  (Slide 7} a r e  d iv ided  among  five of f ices  

and five d i v i s i o n s .  (This  s l ide  was  typed  by a g i r l  wi th  a s m a l l  t ype -  

w r i t e r .  ) The o f f i c e s - - A c c o u n t i n g ,  Budget  Review,  L e g i s l a t i v e  R e f e r -  

ence ,  M a n a g e m e n t  and Organ i za t i on ,  and S t a t i s t i c a l  S t a n d a r d s - - g i v e  

s p e c i a l i z e d  a t t en t ion  to l a rge  func t iona l  a r e a s  of work,  m o s t l y  c o m m o n  

to a l l  a g e n c i e s ,  such  as  the i m p r o v e m e n t  of f i n a n c i a l  m a n a g e m e n t  

th roughout  the execu t ive  b r a n c h .  

E a c h  of the d iv i s ions  shown in the bot tom row of the s l i d e - -  

C o m m e r c e  and F inance ,  I n t e rna t i ona l ,  Labo r  and Wel fa re ,  M i l i t a r y ,  

and R e s o u r c e s  and Civ i l  W o r k s - - i s  a s s i g n e d  a s e g m e n t  of the Gove rn -  

m e n t ' s  p r o g r a m ,  r e p r e s e n t e d  by a n u m b e r  of a g e n c i e s  with ~ o a d l y  

r e l a t e d  r e s p o n s i b i l i t i e s .  This  g ives  the Bureau  the advan tage  of two 

d i f f e ren t  ways  of v iewing  the F e d e r a l  budget  p r o c e s s - - t h e  a p p r o a c h  of 

func t iona l  s p e c i a l i z a t i o n  a c r o s s  the board ,  and p r o g r a m  r e v i e w  age nc y  

by agency .  (SLide 8} 

E a c h  F e d e r a l  budget  s u b m i t t e d  to the  C o n g r e s s  by the P r e s i d e n t  

i s  the c u l m i n a t i o n  of m o r e  than  a y e a r  of h a r d  w o r k - - l o n g  mon ths  of 

4 

assisted 

heads a 

\ 



p r e p a r a t i o n ,  r e v i e w  and r e v i s i o n ,  l e n g t h y  h e a r i n g s  and  p r o b i n g s  and  

d i s c u s s i o n s  and d e c i s i o n  m a k i n g .  M a n y  t h o u s a n d s  of p a g e s  of p r o g r a m  

j u s t i f i c a t i o n s ,  and  s u p p o r t i n g  d e t a i l  and  a n a l y s i s  and  a l l  m a n n e r  af 

d e s c r i p t i o n  a r e  d e v e l o p e d .  

The Budge t  of the  U n i t e d  S t a t e s  c o n t a i n s  1, 027 p a g e s  of f ine p r i n t  

and  w e i g h s  s ix  pounds .  To m a n y ,  i t  i s  about  as  e n t i c i n g  as  a b ig  

d i c t i o n a r y  o r  a m e t r o p o l i t a n  t e l e p h o n e  d i r e c t o r y .  

But t o d a y ' s  v o l u m i n o u s  F e d e r a l  budge t  i s  no m e r e  s t a t e m e n t  

of a c c o u n t s ,  and  not  m e r e l y  a m a t t e r  of a r i t h m e t i c .  It i s  n e i t h e r  d ry  

n o r  r e p u l s i v e .  It i s ,  in  fact ,  a f a s c i n a t i n g  d o c u m e n t ,  c o n t a i n i n g  a 

w e a l t h  of j u d g m e n t ,  r e f l e c t i o n ,  and  i m a g i n a t i o n .  

It i s  the m o s t  s i g n i f i c a n t  s t a t e m e n t  of your  G o v e r n m e n t ' s  p o l i c y .  

(Sl ide 9) N o w h e r e  in a s i n g l e  d o c u m e n t  of the  G o v e r n m e n t  a r e  t h e r e  

p r e s e n t e d  as  m a n y  i m p o r t a n t  i s s u e s  as  in the  b u d g e t .  How s h o u l d  the  

b u d g e t  d o l l a r  be d i v i d e d ?  What  k i n d s  of d e f e n s e  p r o g r a m s  do we need ,  

and  how can we b e s t  c a r r y  t h e m  ou t?  What  s h o u l d  the  G o v e r n m e n t  do to 

p r o m o t e  a d e q u a t e  h o u s i n g  in the  N a t i o n ?  ~Vhat w e l f a r e  p r o g r a m s  s h o u l d  

the G o v e r n m e n t  s u p p o r t  ? What s h o u l d w e  do for  ou r  v e t e r a n s ,  ou r  aged ,  

and  the  p o o r ?  How s h a l l  we d e v e l o p  and  p r o t e c t  ou r  n a t u r a l  r e s o u r c e s ?  

Should  t a x e s  be i n c r e a s e d ,  o r  d e c r e a s e d ?  What  s h a l l  we do about  o u r  

m a s s i v e  n a t i o n a l  d e b t ?  

We cou ld  r u n  down an e n o r m o u s  l i s t  of q u e s t i o n s  to w h i c h  the  

P r e s i d e n t ' s  p r o p o s e d  a n s w e r s  can  be found in the  budge t .  In i t  we ge t  

in  one p a c k a g e  the  P r e s i d e n t ' s  p r o p o s a l s  fo r  a l l  the  v a s t  a c t i v i t i e s  of 
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t h e  F e d e r a l  C o v e r n m e n t - - a  m a s t e r  p l an  fo r  the  G o v e r n m e n t ' s  c o n t r i -  

bu t ion  to m e e t i n g  the  N a t i o n ' s  n e e d s ,  m i l i t a r y  and  c iv i l .  

The  job of b u i l d i n g  a budge t  i s  a r a t i o n a l  u n d e r t a k i n g .  We m u s t  

m e a s u r e  the  w o r k  to be done,  e s t a b l i s h  p r i o r i t i e s ,  and  c o n s i d e r  the  

s h a r e  of r e s o u r c e s  tha t  we can  app ly  to  e a c h  t a s k  at a g iven  t i m e .  

(Sl ide 10) 

The c o r n e r s t o n e  to ou r  c o n s t r u c t i o n  of a budge t  i s  c o n t a i n e d  in  

a s e r i e s  of b a s i c  a s s u m p t i o n s  s i m i l a r  to t h o s e  on the  s l i d e .  T h e s e  a r e  

not  the  on ly  a s s u m p t i o n s  tha t  n e e d  to be m a d e ,  but  t h e y  a r e  a good  

s a m p l i n g  of the  b r o a d  r e q u i r e m e n t s .  

F o r  e x a m p l e ,  in a p a r t i c u l a r  y e a r ,  o r  at  a p a r t i c u l a r  po in t  in  

t i m e  in  r e l a t i o n  to ou r  p r o g r e s s  and  p l ann ing ,  i t  m i g h t  be a p p r o p r i a t e  

to a s s u m e - -  

1. Con t inu ing  i m p r o v e m e n t  in  the  e c o n o m y .  

2. That  t h e r e  wi l l  b e n o  n e e d  fo r  a n t i - r e c e s s i o n  m e a s u r e s .  

3. Tha t  t h e r e  wi l l  be  g e n e r a l  w a g e - p r i c e  s t a b i l i t y .  

4. Tha t  t h e r e  wi l l  be  no s u b s t a n t i a l  tax i n c r e a s e  or  d e c r e a s e .  

5. Tha t  t h e r e  w i l l  be no m a j o r  change  in  i n t e r n a t i o n a l  c o n d i t i o n s ,  and  

6. Tha t  t r u s t  funds ,  l ike  the  h i g h w a y  fund, for  e x a m p l e ,  w i l l  

s u p p o r t  t h e m s e l v e s .  

E v e n t s  of the  day m a y  d e m a n d  tha t  we c o n s i d e r  a m a j o r  f a c t o r  l ike  

the  c o n t i n u a n c e  o r  e n d i n g  of the  s t e e l  s t r i k e ,  b e c a u s e  th i s  too can  have  

a s i g n i f i c a n t  i m p a c t  on budge t  m a k i n g .  (Sl ide  11) 

E a c h  y e a r  in  M a r c h ,  the  s t a f f  of the  B u r e a u  of the  Budge t ,  in  
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cooperation with the Treasury Department, the National Security 

Council, the Council of Economic Advisers, and other parts of the 

Executive Office of the l~resident, develop similar assumptions about 

domestic, economic, and international conditions which will govern 

the preparation of the budget. 

The general budgetary outlook is discussed in April or early 

IViay with the President and the Cabinet. Larger agencies then consider 

their requirements and submit preliminary estimates to the Bureau 

of the Budge t  c o v e r i n g  b r o a d  p r o g r a m  a r e a s .  

A t t e n t i o n  is  s p e c i f i c a l l y  d r a w n  to  t h o s e  i t e m s  w h i c h  a r e  s u b j e c t  

to c o n t r o l  t h r o u g h  the  b u d g e t  p r o c e s s ,  as  d i s t i n g u i s h e d  f r o m  t h o s e  fo r  

w h i c h  e x p e n d i t u r e s  a r e  m a n d a t o r y  u n d e r  e x i s t i n g  law ( s u c h  as  i n t e r e s t  

on the  publ ic  debt ,  and  v e t e r a n s '  p e n s i o n S ) .  A l t h o u g h  e s t i m a t e s  a t  t h i s  

s t a g e  a r e  v e r y  rough ,  the  i n f o r m a t i o n  p r o v i d e s  a b a s i s  fo r  f u r t h e r  

d i s c u s s i o n s  wi th  the  C a b i n e t  and  wi th  h e a d s  of a g e n c i e s  to a r i - ive  at  

p o H c i e s  to gu ide  the  f u r t h e r  d e v e l o p m e n t  of t h e i r  p l a n s  w i th in  the  

f r a m e w o r k  of the  to t a l  budge t  s i t u a t i o n .  

C o n s i d e r a t i o n  i s  g iven  to w h e t h e r  o r  not  s u g g e s t e d  p r o g r a m s  

s h o u l d  be r e d u c e d  to a l e v e l  w h i c h  can  be f i n a n c e d  f r o m  r e v e n u e s  of 

the  y e a r ;  o r  w h e t h e r  t hey  s h o u l d  be r e c o m m e n d e d  and  f i n a n c e d  by 

i n c r e a s i n g  tax r a t e s ,  o r  by  t a k i n g  o t h e r  s t e p s  to  p r o v i d e  a d d i t i o n a l  

r e v e n u e s ,  or  by  d e f i c i t  f i n a n c i n g .  

E v e n  when  a n t i c i p a t e d  r e v e n u e s  and  e s t i m a t e d  e x p e n d i t u r e s  a r e  

b a l a n c e d  fo r  a y e a r ,  the  s u g g e s t e d  p r o g r a m s  m u s t  s t i l l  be w e i g h e d  
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a g a i n s t  the d e s i r a b i l i t y  of r e d u c i n g  tax  r a t e s ,  thus  d e c r e a s i n g  a v a i l -  

able r e v e n u e s ,  or  of p r o v i d i n g  for  a budget  s u r p l u s  which  would r e duc e  

the na t iona l  debt .  

In late  May  and e a r l y  June, the p r e l i m i n a r y  e s t i m a t e s  of each  

a g e n c y  a r e  r e v i e w e d  in the Bureau  of the Budget  by e x a m i n e r s  who 

con t inuous ly  fol low the ind iv idua l  p r o g r a m s .  The e x a m i n e r s '  r e c o m -  

m e n d a t i o n s  a r e  c o n s i d e r e d  by the D i r e c t o r  in the l ight  of the budget  

s i t ua t i on  for  the e n t i r e  G o v e r n m e n t .  

The D i r e c t o r  then  r e c o m m e n d s  to the P r e s i d e n t  p lann ing  f i g u r e s  

for  each  m a j o r  agency .  Af t e r  the P r e s i d e n t  m a k e s  h is  d e c i s i o n s ,  the 

D i r e c t o r  m e e t s  aga in  with  e a c h  a g e n c y  head to d i s c u s s  the ef fec t  of 

the d e c i s i o n s  on the a g e n c y ' s  p r o g r a m s .  The p r e c i s e  p r o c e d u r e  

(Slide 12) s o m e t i m e s  v a r i e s  for  c e r t a i n  a g e n c i e s .  With the Defense  po r t i on  of 

the Budget,  the p r o c e d u r e  i s  d i f f e ren t .  We wi l l  t r e a t  tha t  s e p a r a t e l y  

in  a m o m e n t .  (Slide 13) 

Al though de t a i l ed  s c h e d u l e s  a r e  ba sed  on amoun t s  s p e c i f i c a l l y  

r e q u e s t e d  for  the budget  y e a r  unde r  e x i s t i n g  l e g i s l a t i o n ,  the a g e n c i e s  

a l s o  submi t  i n f o r m a t i o n  cove r ing  add i t iona l  r e q u i r e m e n t s  which a r e  

f o r e s e e a b l e  at th i s  t i m e .  

This  s tage  of the p r o c e s s  con t inues  f r o m  la te  S e p t e m b e r  un t i l  

e a r l y  D e c e m b e r .  As a g e n c y  e s t i m a t e s  a re  r e c e i v e d  in the Bureau  of the 

Budget,  

g r a m s .  

e f fo r t  at  t h i s  point .  

t hey  a r e  sen t  to the e x a m i n e r s  a s s i g n e d  to the p a r t i c u l a r  p r o -  

The budget  e x a m i n e r  now c o m e s  out (Slide 14) for  his  m a j o r  

Al l  the knowledge the e x a m i n e r s  p o s s e s s  about 
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t he  a g e n c y - - w h e t h e r  b a s e d  on l o n g - r u n  a n a l y s i s ,  f i e l d  i n v e s t i g a t i o n s ,  

s p e c i a l  s t u d i e s ,  o r  c o n f e r e n c e s  he ld  w i th  a g e n c y  o f f i c i a l s - - i s  b r o u g h t  

to b e a r  on the  e s t i m a t e s  a t  t h i s  t i m e .  

The  e x a m i n e r s  (Sl ide 15) g ive  c o n s i d e r a b l e  a t t e n t i o n  to the  b a s i s  

fo r  the  i n d i v i d u a l  e s t i m a t e s - - t h e  v o l u m e  of w o r k  on hand  and  f o r e c a s t ,  

the  m e t h o d  by w h i c h  the a g e n c y  p r o p o s e s  to a c c o m p l i s h  i t s  o b j e c t i v e s ,  

and  the  e s t i m a t e s  of r e q u i r e m e n t s  in  t e r m s  of n u m b e r s  of e m p l o y e e s  

n e e d e d .  

P a s t  p e r f o r m a n c e  i s  r e v i e w e d ,  the  a c c u r a c y  of f a c t u a l  i n f o r m a t i o n  

i s  c h e c k e d ,  and  the  f u tu r e  i m p l i c a t i o n s  of the  p r o g r a m  a r e  c o n s i d e r e d .  

The  e x a m i n e r s  i d e n t i f y  m a t t e r s  of m a j o r  i m p o r t a n c e  and  the  i s s u e s  to 

be b r o u g h t  up wi th  a g e n c y  r e p r e s e n t a t i v e s  a t  h e a r i n g s .  F o r  s m a l l  

a g e n c i e s ,  h e a r i n g s  u s u a l l y  l a s t  on ly  a few h o u r s ,  but  fo r  a l a r g e  d e p a r t -  

m e n t  t h e y  m a y  r u n  in to  w e e k s .  

At the  c o m p l e t i o n  of the  h e a r i n g s ,  the  e x a m i n e r s  p r e p a r e  t h e i r  

r e c o m m e n d a t i o n s  fo r  the  D i r e c t o r ' s  r e v i e w .  (Sl ide 16}. T h i s  r e v i e w  

f o c u s e s  a t t e n t i o n  p r i n c i p a l l y  on i t e m s  of m a j o r  i m p o r t a n c e  i n v o l v i n g  

P r e s i d e n t i a l  po l i cy ;  i t  a l s o  p r o v i d e s  a t e s t  c h e c k  on o t h e r  a s p e c t s  of 

r e c o m m e n d a t i o n s  m a d e  b y  the e x a m i n e r s .  A s s u m p t i o n s  w h i c h  w e r e  

m a d e  e a r l i e r  r e g a r d i n g  the  e c o n o m i c  ou t look  and  the  i n t e r n a t i o n a l  s i t u a -  

t i on  a r e  b r o u g h t  up to da te  fo r  t h i s  r e v i e w .  

As  p a r t s  of the  r e v i e w  by  the  B u r e a u  a r e  c o m p l e t e d ,  a n a l y s e s  

a r e  p r e p a r e d  fo r  the P r e s i d e n t  s e t t i n g  f o r t h  the  D i r e c t o r ' s  r e c o m m e n d a -  

t i o n s  and  i d e n t i f y i n g  the p e r t i n e n t  i s s u e s .  
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As soon as the P r e s i d e n t  m a k e s  his  dec i s ions ,  e ach  agency  is 

~0 t i f i ed  of i t s  budget  a l lowance  (Slide 17) by l e t t e r  f r om the D i r e c t o r .  

This  news is  t r a d i t i o n a l l y  r e c e i v e d  w i th  g r e a t  r e j o i c i n g  and dancing 

in the s t r e e t s .  

Agenc ie s  next  r e v i s e  t h e i r  e s t i m a t e s  to b r ing  them in l ine with 

the P r e s i d e n t ' s  dec i s i ons  for  i nc lu s ion  in the p r i n t e d  budget  document .  

(Slide 18) 

Within f i f teen  days a f t e r  C o n g r e s s  convenes  in J anua ry ,  the 

budget,  a c c o m p a n i e d  by a budget m e s s a g e ,  is  then t r a n s m i t t e d  by the 

P r e s i d e n t  to the C o n g r e s s .  

C o n g r e s s i o n a l  r e v i e w  of the budget  t a k e s  m a n y  m o n t h s .  

for  the f i s ca l  y e a r  1960, which began l a s t  Ju ly  l, 1959, for  example ,  was 

c o n s i d e r e d  by C o n g r e s s  for  e ight  m o n t h s - - f r o m  J a n u a r y  26, the date of 

the f i r s t  hea r i ng  by the Piouse A p p r o p r i a t i o n s  C o m m i t t e e ,  t h rough  

S e p t e m b e r  15, the date on which both Houses  a g r e e d  to the l a s t  of the 

r e g u l a r  a p p r o p r i a t i o n  b i l l s .  

~'q0v l e t ' s  tu rn  for  a m o m e n t  to the Defense  po r t i on  of the budget .  

The bes t  r ev i ew  of the B u r e a u ' s  ro le  in the f o r m u l a t i o n  of the 

m i l i t a r y  budget  is  con ta ined  in the h e a r i n g s  of th is  pas t  June be fo re  

the P r e p a r e d n e s s  Inves t i ga t i ng  Subcommi t t ee  of the A r m e d  S e r v i c e s  

C o m m i t t e e  of the Senate .  

Here  a re  s e l e c t e d  e x c e r p t s  f r om ac tua l  t e s t i m o n y  on Capi to l  

}/ill. (Slide 19). Sena to r  Johnson,  the C h a i r m a n ,  opens  the h e a r i n g s .  

"SENATOR JOHNSON: Now one bas ic  ques t ion  which s e e m s  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 Ik~ember after Member of Congress state that they are under 

the impression that the Budget Bureau dictates this dollar straitjacket 

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 ~interest? 

"MR. S T A N S .  S e n a t o r ,  I w o u l d  l i k e  t o  a n s w e r  y o u r  q u e s t i o n  

no ,  w e  do  n o t  s e t  a c e i l i n g .  T h e n  I w o u l d  l i k e  to  e l a b o r a t e  by saying, 

on it. 

"SENATOR JOILNSON: All right. 

"I~R. 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. VCe do not set a dollar 

limitation on the programs of the Department of Defense in any sense. 

"SEN&TOR 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 JOH!NSON: Military witnesses often imply that they 
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a r e  l i m i t e d  by  the  B u r e a u  of the  B u d g e t ' s  a r b i t r a r y  d e c i s i o n s .  I r e a -  

l i z e  we m u s t  have  p r o p e r  budge t  c o n t r o l ,  but  wha t  i s  the  t r u e  p i c t u r e  ? 

" M R .  STANS: I t h i n k  the  t r u e  p i c t u r e ,  S e n a t o r ,  i s  e x a c t l y  as  

I d e s c r i b e d  i t .  We do no t  m a k e  d e c i s i o n s .  The P r e s i d e n t  m a k e s  the  

d e c i s i o n s .  He m a k e s  the  d e c i s i o n s  e i t h e r  on s p e c i f i c s  o r  on p r i n c i p l e s  

of one k ind  and  a n o t h e r ,  w h i c h  we app ly  and  o b s e r v e  in our  c o n s i d e r a -  

t-ion of the  b u d g e t s .  

" S E N A T O R  JOHNSON: G e n e r a l  T a y l o r  t e s t i f i e d  b e f o r e  th i s  c o m m i t -  

t e e  tha t  $210 m i l l i o n  of p r o c u r e m e n t  funds  had  b e e n  r e q u e s t e d  in the  

1959 budge t  and  the  C o n g r e s s  a p p r o v e d  it ,  and  tha t  i t  was  s u b s e q u e n t l y  

d e l e t e d  in o r d e r  tha t  the  A r m y  e x p e n d i t u r e s  would  be h e l d  w i th in  c e r t a i n  

p r e s c r i b e d  l e v e l s .  

" M R .  STANS: I w i l l  s a y  b e f o r e  you c a t e g o r i c a l l y  tha t  i f  any  

funds  have  b e e n  w i thhe ld ,  i t  i s  by  d e c i s i o n  of the  S e c r e t a r y  of D e f e n s e  

o r  the  P r e s i d e n t  and  not  by the  B u r e a u  of the  Budge t .  

S e n a t o r  S a l t o n s t a l l  c o m e s  in:  "Now, i f  y o u r  d e c i s i o n  i s  d i f f e r e n t  

f r o m  tha t  of the  S e c r e t a r y  of D e f e n s e  and you go to the  P r e s i d e n t ,  do 

you know how he g o e s  abou t  m a k i n g  h i s  d e c i s i o n s  ? 

" M R .  STANS: I wou ld  l ike  to a n s w e r  tha t  f i r s t  by s a y i n g  tha t  

the  w o r d  ' d e c i s i o n '  in  r e l a t i o n  to  ou r  a c t i v i t i e s  i s n ' t  qu i te  r i g h t .  We 

d o n ' t  d e c i d e .  We r e c o m m e n d  or  we q u e s t i o n  o r  we c h a l l e n g e .  But 

we don ' t  m a k e  a d e c i s i o n  w h i c h  has  to in  e f f ec t  b e c o m e  the  b a s i s  of 

an a p p e a l .  We m a k e  a r e c o m m e n d a t i o n  to the  t> res iden t ,  and  he has  

v a r i o u s  ways  of d e a l i n g  wi th  i t .  He m a y  ca l l  in  the  S e c r e t a r y  of D e f e n s e  
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fo r  a j o in t  d i s c u s s i o n ,  at  w h i c h  I m a y  be p r e s e n t ,  o r  m e m b e r s  of 

m y  s ta f f .  He m a y  r e f e r  i t  to h is  s t a f f  to ge t  f u r t h e r  f ac tua l  i n f o r m a t i o n .  

He m a y  d i s c u s s  i t  p r i v a t e l y  wi th  the  S e c r e t a r y  of D e f e n s e .  T h e r e  a r e  

a n u m b e r  of w a y s  he has  fo r  r e s o l v i n g  t h e s e  m a t t e r s .  

" S E N A T O R  S A L T O N S T A L L :  ; Would  i t  be f a i r  to  s a y  tha t  y o u r  

p a r t  in  m a k i n g  up the  D e f e n s e  budge t  r e a l l y  i s  s u b s e r v i e n t  to the  S e c r e -  

t a r y  of D e f e n s e ?  The g e n e r a l  c o n c l u s i o n  h e r e  in the  C o n g r e s s ,  Mr .  

S tans ,  i s  t ha t  the  B u r e a u  of the  Budge t  r e a l l y  has  the  f ina l  s a y .  

"1~[1~. STANS: No, I w o u l d n ' t  s a y  tha t  we a r e  s u b s e r v i e n t  to 

the  S e c r e t a r y  of D e f e n s e  o r  tha t  we have  the  f ina l  s ay .  It i s n ' t  e i t h e r  

one .  It i s  an e n t i r e l y  d i f f e r e n t  s e t  of c i r c u m s t a n c e s .  We a r e  s t a f f  

fo r  the  P r e s i d e n t .  We he lp  the  P r e s i d e n t  to d e t e r m i n e  the  l e v e l  of the  

d e f e n s e  budge t  by a s k i n g  q u e s t i o n s ,  by p r o c u r i n g  i n f o r m a t i o n ,  and  by  

m a k i n g  r e c o m m e n d a t i o n s  to the  S e c r e t a r y  of D e f e n s e  and  to the  P r e s i d e n t .  

We a r e  not  s u b s e r v i e n t  to the S e c r e t a r y  of D e f e n s e  in any  s e n s e .  We 

d e a l  wi th  h i m  at c o m p l e t e  a r m ' s  l e n g t h .  

"MR. WEISL:  What ,  to be s p e c i f i c ,  a r e  s o m e  of the  q u e s t i o n s  

t ha t  you r a i s e d  on i t e m s  in the  1960 b u d g e t ?  

"l~iR. STANS: 

general character: 

In the o v e r a l l  f i r s t ,  ou r  q u e s t i o n s  w e r e  of t h i s  

Can we d e a c t i v a t e  any m o r e  m a r g i n a l  and  n o n e s s e n -  

t i a l  i n s t a l l a t i o n s  and  a c t i v i t i e s ?  Can we r e d u c e  the  n u m b e r  of c o n s t r u c -  

t i on  p r o j e c t s  tha t  a r e  p r o p o s e d ?  Can we r e d u c e  the  l e v e l  of r e s e a r c h  

and d e v e l o p m e n t  by any  p r o c e s s  of d e c i s i o n s  as  to w h e t h e r  or  not  to go 

a h e a d  on c e r t a i n  p r o j e c t s ?  Can we r e d u c e  t r a i n i n g  p r o g r a m s  in  any 
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w a y ?  Can we r e d u c e  the  n u m b e r  of f ly ing  and  s t e a m i n g  h o u r s  and  

s t i l l  have  an e f f e c t i v e  s e r v i c e  at  l e s s  c o s t ?  

"In  the a r e a  of p r o c u r e m e n t  and  d e v e l o p m e n t ,  our  g e n e r a l  a r e a s  

of a p p r o a c h  w e r e  t h e s e :  Can we e l i m i n a t e  any  w e a p o n s  SYs tems  on 

the  g r o u n d  of d u p l i c a t i o n  wi th  o t h e r  w e a p o n s  s y s t e m s ?  Or  on the  

g r o u n d  t h a t  t h e y  have  on ly  m a r g i n a l  c a p a c i t y  b e y o n d  the  c a p a b i l i t i e s  

we a l r e a d y  have  o r  a r e  in the  p r o c e s s  of a c q u i r i n g ?  Can we e l i m i n a t e  

w e a p o n s  o r  any  i t e m s  w h i c h  a r e  d e s i g n e d  to m e e t  c o n t i n g e n t  s i t u a t i o n s  

w h i c h  have  s m a l l  c h a n c e s  of o c c u r r i n g ?  Can  we r e d u c e  in  any  way  

the  n u m b e r  of o r g a n i z a t i o n a l  un i t s  tha t  a r e  i n v o l v e d  in e x i s t i n g  p r o g r a m  

o b j e c t i v e s  ? 

'*Those  w e r e  the  g e n e r a l l y  b r o a d  q u e s t i o n s  t ha t  we a s k e d .  

" ( c o n t i n u i n g )  So tha t  the  s i t u a t i o n  wi l l  be p e r f e c t l y  c l e a r ,  l e t  

m e  e m p h a s i z e  that  t h e r e  i s  a s i g n i f i c a n t  d i f f e r e n c e  in  s e v e r a l  r e s p e c t s  

b e t w e e n  the Way in  w h i c h  we hand l e  the  budge t  of the  D e p a r t m e n t  of 

D e f e n s e  and  the  b u d g e t s  of the c i v i l i a n  a g e n c i e s .  The d i f f e r e n c e s  a r e  

t h e s e :  In the  f i r s t  p l a c e ,  the r e v i e w  of the  d e f e n s e  budge t  i s  a j o in t  

r e v i e w  b e t w e e n  the  B u r e a u  and the  Off ice  of the  S e c r e t a r y  of D e f e n s e .  

In the c a s e  of the c i v i l i a n  a g e n c i e s ,  we m a k e  our  i n d e p e n d e n t  r e v i e w  

a f t e r  the  a g e n c y  has  c o m p l e t e d  i t s  b u d g e t  r e q u e s t .  

" T h e  s e c o n d  d i f f e r e n c e  i s  t h a t - -  

~'Si~3NATOR JOHNSON: Le t  m e  be s u r e  I u n d e r s t a n d  the  f i r s t  one .  

In e f f e c t  the  o t h e r  a g e n c i e s  m a k e  up t h e i r  b u d g e t s  and  t h e n  you have  the  

h e a r i n g s  r e v i e w .  But  you p a r t i c i p a t e  so f a r  as  D e f e n s e  i s  c o n c e r n e d  
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with  the  S e c r e t a r y  of D e f e n s e  in j o i n t l y  r e v i e w i n g  the :Defense D e p a r t -  

rn ent ,s  b u d g e t ?  

"]V!P~. STANS: In j o i n t l y  r e v i e w i n g  the  s u b m i s s i o n s  of the  th ree  

m i l i t a r y  s e r v i c e s .  Tha t  i s  c o r r e c t .  

" S E N A T O R  JO]rlNSON: You p a r t i c i p a t e  in  the  d e c i s i o n  of the  

D e f e n s e  D e p a r t m e n t  as  to how m u c h  t h e y  a r e  go ing  to a s k ?  

"MR. STANS: No. The d e c i s i o n s  a r e  not  m a d e  at  t ha t  po in t .  

Th i s  i s  a f a c t - f i n d i n g  r e v i e w .  

" S E N A T O R  JOI~_NSON: What  i s  the  d i f f e r e n c e  b e t w e e n  a f a c t -  

f i nd ing  r e v i e w  and  a p r o c e d u r e  ? 

"IV:R. STANS: The  f a c t - f i n d i n g  r e v i e w  i s  m a d e  by the  S e c r e t a r y ' s  

own (Sl ide 20) s t a f f  and  by our  s t a f f  p e o p l e ,  on the  b a s i s  of w h i c h  t h e y  

m a k e  r e c o m m e n d a t i o n s  to the S e c r e t a r y  of D e f e n s e  a s  a b a s i s  fo r  h is  

d e c i s i o n s  on the  v a r i o u s  i t e m s  in  the  p r o g r a m s .  

" S E N A T O R  JOHNSON: And  t h e n  he c o m e s  o v e r  to you and  s a y s ,  

' H e r e  i s  how m u c h  we want  fo r  the  A r m y ,  Navy,  and  A i r  F o r c e ? t  

" M R .  STANS: That  i s  s u b s t a n t i a l l y  c o r r e c t .  

" S E N A T O R  JOHNSON: And t h e n  y o u r  peop l e  say ,  'Wel l ,  we a r e  

go ing  to (Sl ide 21) cut  t h i s  out,  cut  t h i s  out, and  cut  th i s  out '  ? Is 

that right? 

"MR. STANS: No, 

any cutting. 

"SENATOR JOHNSON: 

they make for any items ? 

S e n a t o r ,  t ha t  i s n ' t  qu i te  r i g h t .  We d o n ' t  do 

You d o n ' t  e l i m i n a t e  any  r e q u e s t s  tha t  

15 



"h'iRo STANS:  We d o n ' t  e l i m i n a t e  r e q u e s t s  in  the  t r u e  s e n s e  of 

t h a t  w o r d .  

" S E N A T O R  JOHNSON: Is  t ha t  t r u e  of the  o t h e r  d e p a r t m e n t s  too, 

in  t h a t  you d o n ' t  e l i m i n a t e  a n y ?  

" M R °  STANS:  No. We o p e r a t e  d i f f e r e n t l y  w i th  the  o t h e r  d e p a r t -  

m e n t s .  

" S E N A T O R  JOHNSON: You do e l i m i n a t e  t h e r e ?  

"Mt~.  STANS: We do m a k e  e l i m i n a t i o n s  and  r e v i e w  t h e m  w i t h  

a g e n c i e s ,  w i th  the  u n d e r s t a n d i n g  t h a t  i f  t h e y  a r e  not  s a t i s f i e d  w i th  t h e m ,  

t h e y  can  a p p e a l  to the  P r e s i d e n t .  ]But in  the  c a s e  .of D e f e n s e ,  we do 

not  m a k e  e l i m i n a t i o n s  o r  d e t e r m i n e  a budge t  f i g u r e .  We m a k e  s u g g e s -  

t i o n s  as  to m o d i f i c a t i o n s  of p r o g r a m s  and  l e v e l s  of p r o g r a m s .  

" S E N A T O R  JOBNSON:  Is t ha t  t a n t a m o u n t  to d e c i s i o n  and  e l i m -  

i n a t i o n  b y  s u g g e s t i o n ?  

"MR. STANS: I a m  t r y i n g  to m a k e  i t  c l e a r ,  S e n a t o r ,  t h a t  t ha t  

i s  not  t a n t a m o u n t  to d e c i s i o n .  

" S E N A T O R  JOI-1NSON: Do t h e y  e v e r  r e f u s e  to fo l low y o u r  s u g g e s -  

t i o n s  ? 

"MR. STANS:  A g r e a t  m a n y  t i m e s .  

"SENATOi~  JOHNSON:  And  wha t  h a p p e n s  t h e n ?  ~Slide 22) 

" M R .  STA~qS: In the  c a s e  of D e f e n s e ,  t hen  we h a v e  the op t ion  of 

r e v i e w i n g  i t  a g a i n  w i t h  the  S e c r e t a r y  o r  t a k i n g  i t  to the  ~ : r e s iden t ,  

and  we do bo th .  

" S E N A T O R  JOI-rNSON: Does  the P r e s i d e n t  r e s o l v e  t h i s  and 
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finally make a decision where you and Defense differ ? 

"IV~R. STANS: Yes. 

"SENATOI% JOHNSON: Do you have any instances of that? 

"l~Jil%. STANS: There were some in connection with the last budget. 

"SENATOI% JOYLNSON: In substantial amounts? 

"MR. STANS: Yes. 

"SENATOR JOHNSON: Force or equipment? Give me an illus- 

tration. The size of the Army? 

"MR. STANS: No. An aircraft carrier. (Slide 23) 

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

there ? 

"I~41~. 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? 

"l~iR. STANS: We went to the President. 

"S~NATOP~ JOHNSON: And the President said what? 

"I~14. STANS: The President left it in the budget. 

"S~ENATOI% JOHNSON': i He sided with the Defense Department? 

"I~,IP~. 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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D e p e n d i n g  upon  wha t  y o u r  p a r t i c u l a r  i n t e r e s t s  m a y  be, in  y o u r  

e y e s ,  y o u r  p a r t i c u l a r  p r o g r a m ,  qu i te  u n d e r s t a n d a b l y ,  a p p e a r s  to be 

the  m o s t  u r g e n t  g o a l  of pub l i c  p o l i c y .  If  you a r e  a m e d i c a l  m a n ,  ~ o t h i n g  

a p p e a r s  as  c r i t i c a l  a s  the  h e a l t h  n e e d s  of the  N a t i o n .  If  you  a r e  a s c i e n -  

t i s t ,  t h e r e  i s  no f i e ld  of e n d e a v o r  in  wh/=h  m o r e  r e m a i n s  to be d o n e .  

If  you  a r e  a p o l i t i c a l  e c o n o m i s t  i n t e r e s t e d  in i n t e r n a t i o n a l  a f f a i r s ,  

t h e r e  i s  l i t t l e  t h a t  w i l l  m a t c h  the  i m p o r t a n c e  and  w i s d o m  of h e l p i n g  

the b a c k w a r d  n a t i o n s  of the  w o r l d  t h r o u g h  a l l - o u t  e c o n o m i c  a n d  c u l t u r a l  

a s s i s t a n c e .  If  you  a r e  an  e d u c a t o r ,  m o r e  e d u c a t i o n a l  f a c i l i t i e s  and  

b e t t e r - p a i d  t e a c h e r s  a r e  p a r a m o u n t .  If  you a r e  a m i l i t a r y  m a n ,  a l l  

of t h e s e  a r e  s e c o n d a r y  to the  m i l i t a r y  e f f o r t .  And  so  on.  

Al l  of t h e s e  l e g i t i m a t e  and  c o m p e t i n g  d e m a n d s  have  to be  w e i g h e d  

and  f i t t e d  in to  a b a l a n c e d  g o v e r n m e n t a l  e f f o r t  w h i c h  the  t a x p a y e r s  

a r e  ab l e  and  w i l l i n g  to s u p p o r t .  (Sl ide  25) 

We, a s  A m e r i c a n s ,  d e m a n d  a g r e a t  d e a l .  We w a n t  r o a d s  and  

b r i d g e s ,  s c h o o l s  and  p a r k s ,  h o s p i t a l s  and  p e n s i o n s .  We wan t  s u b s i d i z e d  

t r a n s p o r t a t i o n  and  f a r m  p r i c e  s u p p o r t s .  We wan t  h e a l t h  r e s e a r c h  a n d  

s c i e n t i f i c  d e v e l o p m e n t .  We wan t  f a s t  p o s t a l  s e r v i c e ,  a s c h o o l  l u n c h  

p r o g r a m ,  and  we wan t  p e r s o n a l  and  n a t i o n a l  s e c u r i t y .  

I t  i s  no t  a q u e s t i o n  of w h e t h e r  t h e s e  p r o g r a m s  a r e  good  o r  bad .  

It  i s  s i m p l y  a q u e s t i o n  of d e g r e e - - a  q u e s t i o n  of how m u c h ,  how f a s t - -  

a q u e s t i o n  of p r i o r i t i e s ,  of o r d e r l i n e s s  and  t i m e l i n e s s .  I t  i s  a q u e s t i o n  

of o u r  a b i l i t y  to p a y  and  u n d e r  wha t  c i r c u m s t a n c e s .  (Sl ide  26) 

L e t ' s  look a t  s o m e  of the  i n g r e d i e n t s  t ha t  m a k e  up a b u d g e t .  
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And  b y  i n g r e d i e n t s  I m e a n  h a r d w a r e  o r  s p e c i f i c  f u n c t i o n s ,  I m e a n  p r o -  

g r a m s  or  f a c i l i t i e s - - a l l  w i th  a p r i c e  t a g .  We can  c o v e r  but  a few, and  

w e ' l l  have  to m o v e  v e r y  r a p i d l y .  

The  e s t i m a t e d  c o n s t r u c t i o n  c o s t  of the f i r s t  n u c l e a r  a t t a c k  a i r c r a f t  

c a r r i e r  i s  $435 m i l l i o n .  (Sl ide 27) 

The un i t  c o s t  of a NIl/IN i lEt%CUI,~.S s i t e ,  f u l l y  e q u i p p e d  w i th  

m i s s i l e s ,  i s  a p p r o x i m a t e l y  $20 m i l l i o n .  T h i s  i n c l u d e s  c o n s t r u c t i o n  

c o s t s ,  and  p r o c u r e m e n t  of m i s s i l e s  and  g r o u n d  s u p p o r t  e q u i p m e n t .  

(Sl ide 28) 

The un i t  c o s t  of an  A T L A S  m i s s i l e  i s  e s t i m a t e d  to be @1. 6 m i l l i o n .  

(Sl ide 29 ) 

The  e s t i m a t e d  un i t  c o s t  of a fu l l  BObs!ARC s q u a d r o n  a s  p l a n n e d  

by  the  A i r  F o r c e  i s  about  $65 m i l l i o n ,  i n c l u d i n g  c o n s t r u c t i o n  and  p r o -  

c u r e m e n t  c o s t s .  (Sl ide 30) 

The un i t  f l y - a w a y  c o s t  of the  B - 5 2 - H ,  the m o d e l  the  A i r  F o r c e  i s  

b u y i n g  in  ]?Y 1960, i s  e s t i m a t e d  to be $9 m i l l i o n .  The un i t  c o s t  

i n c l u d i n g  i n i t i a l  s p a r e  p a r t s  would  a m o u n t  to about  $11 m i l l i o n .  (Sl ide  31) 

The  a v e r a g e  c u m u l a t i v e  f l y - a w a y  c o s t  of the  B-58 ,  i n c l u d i n g  

the 1960 buy,  i s  o v e r  $20 m i l l i o n .  (Sl ide 32) 

The N a u t i l u s  h a s  a p r i c e  t ag  of $58, 859, 000.  (SLide 33) 

The  S e a w o l f  c o s t  $60, 591, 000.  (Sl ide 34) 

A b a l l i s t i c  m i s s i l e  s u b m a r i n e  h a s  a p r i c e  t a g  of $100, 000, 000.  

(Sl ide 35 ) 

Now, the  m e d i c a l  s e r v i c e s  m a i n t a i n e d  by  the F e d e r a l  G o v e r n m e n t  
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a r e  i n c r e a s i n g  in number ,  v a r i e t y ,  and magn i tude .  These  s e r v i c e s  

have come into being at  d i f f e ren t  t i m e s  dur ing  the pas t  150 y e a r s  to 

s e r v e  d i f f e ren t  b e n e f i c i a r i e s ,  

F o r c e s  and t h e i r  dependents ,  

e . g . ,  v e t e r a n s ,  m e m b e r s  of the A r m e d  

m e r c h a n t  s e a m e n ,  F e d e r a l  p r i s o n e r s ,  e tc .  

The F e d e r a l  G o v e r n m e n t  has  po t en t i a l  r e s p o n s i b i l i t i e s  for  a l l  

o r  pa r t  of the m e d i c a l  c a r e  of 32 m i l l i o n  A m e r i c a n s .  About  o n e - e i g h t h  

of a l l  hosp i t a l  beds  in the coun t ry  a r e  ope ra t ed  by F e d e r a l  agenc ie s ,  

and g r o s s  ob l iga t ions  for  F e d e r a l  hosp i t a l  and m e d i c a l  c a r e  p r o g r a m s  

cons t i tu te  a p p r o x i m a t e l y  2 p e r c e n t  of the t o t a l  F e d e r a l  budget .  

(Slide 36) 

The agenc i e s  of the F e d e r a l  G o v e r n m e n t  ope ra t e  565 hosp i t a l s ,  

with 194, 693 ope ra t i ng  beds  and an a v e r a g e  dai ly  pa t i en t  load of 168, 000. 

This  is  the i, 000-bed  V e t e r a n s  A d m i n i s t r a t i o n  Hosp i ta l  in Brook-  

lyn, New York .  To ta l  cos t  to the G o v e r n m e n t  $20, 131, 541. 

The F e d e r a l  agenc i e s  have cont inu ing  p r o g r a m s  for  the i m p r o v e -  

men t  of the p h y s i c a l  f a c i l i t i e s  in which the c a r e  i s  r e n d e r e d ,  inc lud ing  

new cons t ruc t i on ,  r e p l a c e m e n t s ,  m a j o r  a l t e r a t i o n s ,  i m p r o v e m e n t s ,  

and r e p a i r s .  In 1960 i t  is  e s t i m a t e d  tha t  $102 m i l l i o n  wi l l  be ob l iga ted  

for  c o n s t r u c t i o n  or  p lann ing  of new hosp i t a l s  and r e l a t e d  f a c i l i t i e s ,  

r e p l a c e m e n t  of ex i s t i ng  hosp i t a l s ,  and m o d e r n i z a t i o n  p r o j e c t s .  (Slide 37) 

This  is  the Ai r  F o r c e  Hosp i ta l  a t  E l m e n d o r f  A i r  Base In A l a s k a - -  

400 beds  and a p r i c e  tag  of $i0 m i l l i o n .  

To p rov ide  the r e q u i r e d  hosp i t a l  and m e d i c a l  c a r e  for  l ega l  bene-  

f i c i a r i e s ,  e i t h e r  in F e d e r a l  hosp i t a l s  and c l i n i c s  or  t h rough  c o n t r a c t u a l  
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a r r a n g e m e n t s ,  and to p rov ide  and m a i n t a i n  m o d e r n ,  (Slide 38) 

e f f i c i en t  m e d i c a l  f a c i l i t i e s ,  the F e d e r a l  G o v e r n m e n t  i s  i n c u r r i n g  

annua l ly  a p p r o x i m a t e l y  $1.8 b i l l ion  in g r o s s  ob l iga t ions .  

In May of th is  y e a r ,  

at F o r t  Benning,  Georg ia ,  

th i s  500-bed A r m y  hosp i t a l  was c o m p l e t e d  

at  a cos t  of $7 m i l l i o n .  (Slide 39) 

The next  t h r ee  s l i de s  g~ive you a quick look at  the background  

i n f o r m a t i o n  which m a y  be use fu l  in p rov id ing  a b e t t e r  u n d e r s t a n d i n g  

of the e f fec t  of a g r i c u l t u r a l  p r i c e  suppor t  p r o g r a m s  on the F e d e r a l  

budget .  

C u r r e n t  review, i i n d i c a t e  tha t  the C o m m o d i t y  Cred i t  C o r p o r a t i o n  

i n v e s t m e n t  in loans  and i n v e n t o r i e s  wil l  r e a c h  $9 .6  b i l l i on  by June 30, 

1960. 

This  buildup in i n v e s t m e n t  has  o c c u r r e d  despi te  the fact  tha t  

s ince  Ju ly  1, 1953, the Commod i ty  Cred i t  C o r p o r a t i o n  has d i sposed  of 

about  $16 b i l l ion  in a c q u i r e d  c o m m o d i t i e s .  

Wheat  a lone wi l l  account  for  n e a r l y  35 p e r c e n t  of the to ta l  i n v e s t -  

men t  by June 30, 1960; and wheat  and feed g r a i n s  t o g e t h e r  wi l l  accoun t  

for  n e a r l y  78 p e r c e n t .  These  i n v e s t m e n t s  r e s u l t  f r om expend i t u r e s  

which  a r e  m a n d a t o r y  under  p r e s e n t  l e g i s l a t i o n .  (Slide 40) 

An advance  p r o j e c t i o n  of C o m m o d i t y  C r e d i t  C o r p o r a t i o n  i n v e s t m e n t  

in  p r i ce  suppor t  loans  and i n v e n t o r i e s  with p r o g r a m s  cont inued  unde r  

p r e s e n t  l e g i s l a t i o n  i nd i ca t e s  the to ta l  wil l  r i s e  to n e a r l y  $12 b i l l ion  

by June 30, 

by June 30, 

1963, f r o m  the to ta l  of $9.6  b i l l ion  expec ted  to be r e a c h e d  

1960. (Slide 41) 
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I n c r e a s e d  q u a n t i t i e s  of c o m m o d i t i e s  in  the  C o m m o d i t y  C r e d i t  

C o r p o r a t i o n  i n v e n t o r i e s  a r e  r e f l e c t e d  in l a r g e r  o u t l a y s  for  s t o r a g e ,  

t r a n s p o r t a t i o n ,  and  i n t e r e s t .  S t o r a g e  and  t r a n s p o r t a t i o n  c o s t s  a lone  

in  the  f i s c a l  y e a r  1960 wi l l  a m o u n t  to $857 m i l l i o n ,  o r  $2 I /3  m i l l i o n  

(Sl ide 42) p e r  day.  The l a r g e s t  s i n g l e  i t e m  is  whea t ,  fo r  w h i c h  s t o r -  

age  c o s t s  in  1960 wi l l  t o t a l  o v e r  $300 m i l l i o n .  Unt i l  i n v e n t o r i e s  can  

be r e d u c e d ,  the  G o v e r n m e n t  w i l l  con t inue  to be c o n f r o n t e d  wi th  t h e s e  

l a r g e  a n n u a l  o u t l a y s .  

(Sl ide 43) In 1956, C o n g r e s s  e n a c t e d  a F e d e r a l  r o a d - b u i l d i n g  

p r o g r a m  c a l l i n g  fo r  a 41, 0 0 0 - r n i l e  n e t w o r k  of h i g h w a y s  a c r o s s  the  c o u n -  

t r y .  The  F e d e r a l  s h a r e  of t h i s  m a s s i v e  p r o j e c t  i s  90 p e r c e n t  of the  

t o t a l  c o s t  of $40 b i l l i on ,  o r  $37 b i l l i o n .  

(Sl ide 44) An e x t r a  o n e - c e n t - a - g a l l o n  F e d e r a l  tax  b o o s t  has  b e e n  

e n a c t e d  to he lp  m e e t  the  c o s t s .  The o n e - c e n t  tax  i n c r e a s e  fo r  22 m o n t h s  

p r o v i d e s  $960 m i l l i o n  in  a d d i t i o n a l  r e v e n u e .  

The Highway  T r u s t  F u n d  is  not  p a r t  of the  r e g u l a r  budge t .  How- 

e v e r ,  any  f a i l u r e  to m a i n t a i n  the  r o a d  p r o g r a m  on a p a y - a s - y o u - g o  

b a s i s  wi l l ,  of c o u r s e ,  have  a s u b s t a n t i a l  i m p a c t  on b u d g e t  r e c e i p t s  

and  e x p e n d i t u r e s .  

(Sl ide 45) i%oad c o n s t r u c t i o n  of t h i s  n a t u r e  i s  a c o s t l y  u n d e r t a k i n g .  

The  h i g h w a y s  shown  on the  s l i d e s  a v e r a g e  $I m i l l i o n  a m i l e ,  and  in  c o n -  

g e s t e d  a r e a s  w h e r e  land  a c q u i s i t i o n  c o s t s  a r e  h igh  can  r u n  to $i~ m i l l i o n  

a m i l e .  A c l o v e r l e a f  i n t e r s e c t i o n  w i l l  r un  f r o m  $ 2 0 0 , 0 0 0  to o n e - h a l f  

m i l l i o n  d o l l a r s .  
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(Slide 46) Even  with the r e c e n t  pos t a l  r a t e  i n c r e a s e s ,  the fou r -  

cent  s t amp ,  e t c . ,  the P o s t  Office D e p a r t m e n t  i s  r unn ing  in the r e d  by 

$570 m i l l i o n .  L e t ' s  g lance  at some  of the i t e m s  tha t  a s s u r e  d e l i v e r y  

of the m a i l .  

When i t  is  c o m p l e t e d  in P r o v i d e n c e ,  Rhode I s land ,  

th i s  wi l l  be the m o s t  m o d e r n ,  m e c h a n i z e d  pos t  office in the wor ld .  

This  s l ide  i s  d i f f icu l t  to dec iphe r ,  but y o u ' r e  looking th rough  the roof  

of the bu i ld ing .  P r i v a t e l y  c o n s t r u c t e d ,  th i s  wi l l  r e n t  at $1.4 m i l l i o n  

a y e a r ,  and w e ' l l  spend  $739, 000 a y e a r  for  m a i n t e n a n c e .  

(Slide 47) We have 1500 of t he se  l i t t l e  m a i l s t e r s  now, at  $900 

ap i ece .  The p r o g r a m  c a l l s  for  10, 000 of t h e m .  

(Slide 48) This  i s  a p re fab ,  d o - i t - y o u r s e l f  pos t  off ice,  e x p e r i -  

m e n t a l  m o d e l s  cos t i ng  f r o m  $25, 000 to $35, 000. 

(Slide 4,q) New s t a m p - v e n d i n g  m a c h i n e s  such  as  t he se  cos t  $300 

ap i ece .  

(Slide 50) A new c o n s o l e - t y p e  m a i l  s o r t e r  c o s t s  $150, 000. The 

f i r s t  ten of t he se  a r e  c u r r e n t l y  o p e r a t i n g  in D e t r o i t .  

(Slide 51) Wa te r  r e s o u r c e s  e x p e n d i t u r e s  of the Corps  of E n g i n e e r s  

and the Bureau  of R e c l a m a t i o n  wi l l  exceed  $1 b i l l ion  th i s  f i s c a l  y e a r - -  

an a l l - t i m e  high.  To comple t e  the n e a r l y  300 p r o j e c t s  now under  way 

wi l l  r e q u i r e  an e s t i m a t e d  $5 b i l l ion  over  the next  few y e a r s .  

This  s l ide  shows an a r t i s t ' s  concep t ion  of what  the Bureau  of 

R e c l a m a t i o n ' s  Glen Canyon  dam wi l l  look l ike when i t  is  comple t ed .  

This  unit ,  which  is  about o n e - q u a r t e r  comple ted ,  is  l oca ted  on the 
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C o l o r a d o  R i v e r  on the b o r d e r  of A r i z o n a  and  Utah .  It i s  the  k e y  p r o j e c t  

for  the  v a s t  w a t e r  r e s o u r c e s  d e v e l o p m e n t  of the  U p p e r  C o l o r a d o  i~iver  

ba s in ,  and  wi l l  r e q u i r e  $322 m i l l i o n  of F e d e r a l  f unds .  

(Sl ide 52) Th i s  s l i d e  s h o w s  the  r e c e n t l y  c o m p l e t e d  M c N a r y  L o c k  

and Dam on the  C o l u m b i a  R i v e r  in O r e g o n .  It was  c o n s t r u c t e d  by the  

C o r p s  of E n g i n e e r s  at a c o s t  of $286 m i l l i o n ,  i n c l u d i n g  the  c o s t  of the  

h y d r o e l e c t r i c  p o w e r  u n i t s  i n s t a l l e d .  O p e r a t i o n  and  m a i n t e n a n c e  r u n  

o v e r  a m i l l i o n  d o l l a r s  a y e a r .  

(Sl ide 53) Th i s  is  a n o t h e r  C o r p s  p r o j e c t - - t h e  J i m  ¥ ] o o d r u f f  L o c k  and 

Dam,  l o c a t e d  in G e o r g i a  and  F l o r i d a .  It i s  now n e a r l y  c o m p l e t e d ,  at  

a c o s t  of $46 m i l l i o n .  

(Sl ide 54) Th i s  i s  a v i e w  of one of the  95 F e d e r a l  h y d r o e l e c t r i c  p o w e r  ~]m3 

p l a n t s .  Th is  p o w e r h o u s e ,  w h i c h  i s  p a r t  of the I%~cNary p r o j e c t  s h o w n  a 

m o m e n t  ago,  c o n t a i n s  14 un i t s ,  wi th  a t o t a l  c a p a c i t y  of 980, 000 k i l o w a t t s .  

It c o s t  $137 m i l l i o n .  

(Sl ide 55) Al l  of t h e s e  e f f o r t s  have  c o n t r i b u t e d  to the  s t e a d y  

g r o w t h  of ou r  F e d e r a l  budge t .  You w i l l  no te  tha t  o v e r  the r e l a t i v e l y  

s h o r t  s p a n  of 30 y e a r s  we have  gone  f r o m  r o u g h l y  $4 b i l l i on  in  e x p e n -  

d i t u r e s  to $78 .9  b i l l i o n .  The 1960 f i g u r e s  on th i s  s l i d e  have  b e e n  

r e v i s e d  u p w a r d .  

(Slide 56) A m o d e r n  e x a m p l e  of t ha t  r a p i d  g r o w t h  is  the s p a c e  

p r o g r a m ,  r i s i n g  f r o m  a r e l a t i v e l y  m o d e s t  f i g u r e  in  1958 to the i n e v i t a b l e  

b i l l i o n  d o l l a r  c a t e g o r y  in  the  v e r y  n e a r  f u t u r e .  Th i s  i s  e x c l u s i v e  of 

m i l i t a r y  m i s s i l e s .  
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The r a t e  of p r o g r e s s  in th i s  p a r t i c u l a r  p r o g r a m ,  as w e l l  as  in 

the  m a n y  we t o u c h e d  upon e a r l i e r ,  i s  the s u b j e c t  of c o n s i d e r a b l e  d e b a t e .  

C h o o s i n g  up s i d e s  i s  o u t s i d e  of ou r  p r o v i n c e  th i s  m o r n i n g .  

(Sl ide 57) G e n t l e m e n ,  you m a y  deba t e  the  p h i l o s o p h y  tha t  g o v -  

e r n s  t h e s e  m a j o r  i s s u e s ,  you m a y  a r g u e  the  w i s d o m  of c e r t a i n  p o l i c i e s ,  

you m a y  e v e n  d i spu t e  the  f i g u r e s ;  but  you c a n ' t  deny  tha t  y o u ' r e  p a y i n g  

fo r  e v e r y  d i m e  of i t .  Any  way  you look  at i t ,  the  m a i n t e n a n c e  of y o u r  

G o v e r n m e n t  t a k e s  a he f ty  s l i c e  of y o u r  i n c o m e .  

The  C o m m e r c e  C l e a r i n g  I Iouse  c o m e s  up wi th  s o m e  i n t e r e s t i n g  

f i g u r e s .  T h e y  s t u d i e d  an a v e r a g e  2 9 - y e a r - o l d  t a x p a y e r  w i th  a wife  

and  two c h i l d r e n ,  a l o w - p r i c e d  ca r ,  and a m o r t g a g e d  h o m e .  He has  

an a n n u a l  i n c o m e  of $5, 183.71. He u s e s  a pack  of c i g a r e t t e s  a day, 

has  s ix  b e e r s  a week ,  u s e s  a f i f th  of l i q u o r  a m o n t h .  He has  a t e l e -  

phone ,  s o m e  h o u s e h o l d  a p p l i a n c e s ,  t r a d e s  h is  c a r  e v e r y  f ive y e a r s ,  

and  d r i v e s  i t  about  9, 400 m i l e s  a y e a r .  

(Sl ide 58) Th i s  fe l low,  f r o m  29 to r e t i r e m e n t  at  65, 

to r o u n d  up $47, 221. 18 in  t a x e s .  In r o u n d  f i g u r e s ,  

down r o u g h l y  th i s  way:  

F e d e r a l  i n c o m e  tax  $20, 870 

Soc ia l  s e c u r i t y  7 , 2 0 0  

R e a l  p r o p e r t y  7 , 7 0 0  

P e r s o n a l  p r o p e r t y  720 

Auto t a x e s  3, 100 

C i g a r e t t e  t a x e s  1, 400 
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L i q u o r  t a x e s  $i, 339 

S a l e s  t a x e s  3, i00 

Te le phone  32 4 

L u x u r y  i t e m s  16 6 

Home  a p p l i a n c e s  35 

And  a l l  t h e s e  f i g u r e s  do not  i n c l u d e  any  Sta te  i n c o m e  t ax .  

Th i s  tax  b i l l  a m o u n t s  to a l i t t l e  m o r e  than  o n e - f o u r t h  of h i s  

l i f e t i m e  i n c o m e .  

W e l l  w h e r e  a r e  we n o w ?  (Sl ide 59} A f t e r  a $12.5 b i l l i on  

d e f i c i t  in  1959, we now e x p e c t  a $I00 m i l l i o n  s u r p l u s  at the  c l o s e  of 

f i s c a l  1 9 6 0 - - a d m i t t e d l y  p a p e r  th in  and,  of c o u r s e ,  s u b j e c t  to the  

i n f l u e n c e s  and  a s s u m p t i o n s  m e n t i o n e d  e a r l i e r .  

We a r e  now w e l l  in to  f i s c a l  1960, and  we wi l l  s p e n d  $78 .9  b i l l i o n .  

(Sl ide 60} H e r e  i s  wha t  the  $78 .9  b i l l i on  wi l l  buy.  T h e s e  a r e  

the  m a j o r  i t e m s .  

$45 .7  b i l l i o n  for  n a t i o n a l  s e c u r i t y .  Th i s  i n c l u d e s  a t o m i c  e n e r g y ,  

s t o c k p i l i n g ,  and  m i l i t a r y  a s s i s t a n c e .  Th i s  is  60 p e r c e n t  of the  who le  

b udge t .  

$9. i b i l l i o n  fo r  i n t e r e s t  on ou r  debt ,  w h i c h  s t a n d s  at  $ 2 9 0 . 4  

b i l l i o n  at  the  m o m e n t ;  and  the  P r e s i d e n t  has  no c h o i c e  but  to p r o v i d e  

fo r  i t  in  the  b u d g e t .  

A n o t h e r  l a r g e  i t e m  i s  $5. i b i l l i o n  fo r  b e n e f i t s  and  s e r v i c e s  to 

v e t e r a n s .  

Up to t h i s  po in t ,  t h r e e - f o u r t h s  of the  G o v e r n m e n t ' s  i n c o m e - -  
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about  $60 b i l l i o n - - i s  p ledged to fu ture  s e c u r i t y  and paying  for  p a s t  

wars, 

The other $18 billion of expected outlays in the budget for 

the coming year are: 

$6.1 billion for agriculture servicesand 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 ..~usiness, 

and civilian outer space programs; 

$2 billion for foreign affairs, including economic assistance to 

our free world allies; 

$io 8 billion in conservation and development of our natural 

resources; and finally, 

$I. 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 w a n t e d  to d e m o n s t r a t e  the  d i f f i c u l t i e s  of e s t a b l i s h i n g  

e q u i t a b l e  p r i o r i t i e s  and  a b a l a n c e d  p r o g r a m .  

By s i m p l y  a p p r e c i a t i n g  the  e n o r m i t y  and  c o m p l e x i t y  of t h e s e  

p r o b l e m s ,  you can  c o n t r i b u t e  m u c h  to t h e i r  u l t i m a t e  s o l u t i o n .  

(Sl ide 60} The  r o l e  of the  B u r e a u  of the  Budge t  i s  too of ten  

r e g a r d e d  as a n e g a t i v e  one,  

o n e ,  

when in fact it is simply an inquisitive 

T h e r e  a r e  m a n y  c a s e s  of r e d u c t i o n s  in  the  b u d g e t  w h i c h  a r e  

a g r e e d  upon b e t w e e n  the  B u r e a u  of the  Budge t  and  a d e p a r t m e n t ,  but  

the  r e d u c t i o n  is  r e p o r t e d  to a g e n c y  s t a f f  as  s o m e t h i n g  t h e y  m u s t  do 

b e c a u s e  i t  i s  r e q u i r e d  by  the  B u r e a u  of the  Budge t .  We a r e  the  n a t u r a l  

out fo r  any  p e r s o n  who t e n d s  to h ide  b e h i n d  a d e c i s i o n  tha t  can  be a t t r i b -  

u t e d  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 wisdom, 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 t h i n k  the  fac t  i s  tha t  b e c a u s e  the  B u r e a u  d e r i v e s  i t s  a u t h o r i t y  f r o m  
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the  P r e s i d e n t  and  a c t s  in  the  n a m e  of the  P r e s i d e n t ,  i t  ha s  a c o n s i d -  

e r a b l e  a m o u n t  of i n f l u e n c e  and  f o r c e  in  any  r e c o m m e n d a t i o n s  i t  m a k e s  

and  a n y  q u e s t i o n s  t ha t  i t  a s k s .  So if  the  B u r e a u  i s  p o w e r f u l ,  i t  i s  on ly  

a r e f l e c t i o n  of the  p o w e r  tha t  e x i s t s  in the  P r e s i d e n t .  

(Sl ide  64) So you  c a n  s e e  by  now tha t  the  B u r e a u  of the  B u d g e t  

i s  j u s t  a good  n e i g h b o r - - f r i e n d l y ,  f o l k s y ,  c o n s i d e r a t e ,  s y m p a t h e t i c ,  

u n d e r s t a n d i n g ,  and  h u m a n e  in  i t s  d a i l y  u s e  of the  b low t o r c h  on y o u r  

s o u t h  e n d .  T h e s e  q u a l i t i e s  a r e  p a r t i c u l a r l y  t r u e  of the D i r e c t o r ,  

M a u r i c e  S t a n s  (Sl ide  65}, w h o s e  open  d o o r  p o l i c y  i s  w e l l  known .  You 

a r e  i n v i t e d  to c o m e  in ,  s i t  down,  and  d i s c u s s  y o u r  p r o b l e m s .  

T h a n k  you,  g e n t l e m e n .  

C O L .  LACKAS:  M r .  A r c h a m b a u l t  i s  r e a d y  fo r  q u e s t i o n s .  

QUESTION:  M r .  A r c h a m b a u l t ,  l a s t  y e a r  we had  a d e f i c i t  of 

12.5 b i l l i o n .  Th i s  y e a r  you e s t i m a t e  a . 1 b i l l i o n  s u r p l u s .  Wha t  w e r e  

you e s t i m a t i n g  at  t h i s  t i m e  l a s t  y e a r  f o r  FY 5 9 - - a  s u r p l u s  o r  a d e f i c i t ?  

MR. ARC HAM BAUL T: I ' m  not  s u r e  I ge t  the  q u e s t i o n ,  but  l e t  

m e  a n s w e r  i t  a n y w a y .  It w o n ' t  m a k e  m u c h  d i f f e r e n c e .  

As  you know,  the  b u d g e t  c o m e s  out  and  i t  i n d i c a t e s  t h a t  s u c h - a n d -  

s u c h  w i l l  be the  o u t c o m e .  I t h ink  the  o u t c o m e  of t h i s  w a s  t ha t  a d e f i c i t  

of 13 b i l l i o n  d o l l a r s  w a s  p r e d i c t e d  in  a l l  of o u r  s p e e c h e s  and  in the  m i d -  

y e a r  r e v i e w  tha t  f o l l o w s  the  b u d g e t  a f t e r  the  C o n g r e s s  g e t s  t h r o u g h  

w i t h  i t s  s c r u t i n y .  I t h ink  you  w o u l d  be a m a z e d  a t  the a c c u r a c y  of the  
p r e d i c t i o n s  ans  

/ f o r e c a s t s  t ha t  a r e  m a d e  s ix  m o n t h s ,  e i g h t  m o n t h s ,  in  a d v a n c e  of the  

f ina l  o u t c o m e .  
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Of course, they took 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: I imagine 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 somewhat 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.  A ~ C H A M B A U L T :  Wel l ,  h e r e  i s  one of the  g r e a t  d e f i c i e n c i e s  

in  our  l e g i s l a t i v e  p r o c e s s .  T h e r e  i s  no s i n g l e  p l a c e  in the  C o n g r e s s  

w h e r e  a to t a l  v i e w  is  t a k e n  of the  F e d e r a l  G o v e r n m e n t ' s  f i s c a l  p r o b l e m .  

We have  m a d e  a n u m b e r  of o f f e r s  to go up and  p r e s e n t ,  e i t h e r  to the  

e n t i r e  C o n g r e s s  o r  to s e l e c t i v e  c o m m i t t e e s ,  m o s t  of w h i c h  a r e  m e e t i n g  

as  s u b c o m m i t t e e s  on a p i e c e  of the  t o t a l  p r o b l e m - - a n d  the  A p p r o p r i a -  

t i o n s  C o m m i t t e e  n e v e r  d o e s  g e t  an o v e r a l l  o p p o r t u n i t y  to look at  the 

p r o b l e m  in  to to .  And  one of the  m o s t  f r u s t r a t i n g  p a r t s  of the  p r o c e s s  

on the  Hil l  i s  the  fac t  that ,  h a v i n g  put  i t  t o g e t h e r  as  one  p i e c e ,  w i th  a l l  

the  m o s a i c s  f i t t i ng  in  h e r e  and  t h e r e ,  we go up and  t e s t i f y  b e f o r e  s u b -  

c o m m i t t e e s  t ha t  a r e  on ly  look ing  at  m i n u t e  p a r t s  of  i t ,  u s u a l l y  qui te  

u n c o n c e r n e d  about  the  t o t a l  p i c t u r e ,  the  t o t a l  i m p a c t  of wha t  t h e y  m a y  

do o r  the  r e s u l t s  of t h e i r  d e c i s i o r ~ i n  r e l a t i o n  to o t h e r  p r o g r a m  a c t i v i t i e s  
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or  w h e t h e r  t h e r e  is  d u p l i c a t i o n  or  a n y t h i n g  e l s e .  And,  wh i l e  t h e r e  

a r e  c o n g r e s s i o n a l  m e m b e r s - - S e n a t o r  Byrd ,  S e n a t o r  B r i d g e s ,  and  o t h e r s - -  

who have  m a d e  o v e r t u r e s  fo r  d e v e l o p i n g  s o m e  k i n d  of a b e t t e r  p r o c e d -  

u r e ,  I t r u s t  f r o m  a p r a c t i c a l  po in t  of v i e w  and s h o r t  of wha t  we a r e  

do ing  t o d a y  in  t e r m s  of the  D i r e c t o r  go ing  up wi th  h i s  c h a r t s  and  s l i d e s  

and  g i v i n g  t h o s e  m e m b e r s  of the  Sena t e  A p p r o p r i a t i o n s  C o m m i t t e e  who 

show up a b r o a d  p i c t u r e  of i t  i n i t i a l l y - - a n d  s o m e t i m e s  h i s  a u d i e n c e  

i s  two o r  t h r e e  p e o p l e - - a s  a p r a c t i c a l  m a t t e r  I d o n ' t  f o r e s e e  i t  in  the  

i m m e d i a t e  f u t u r e .  T h a t ' s  j u s t  the  s y s t e m .  Of c o u r s e ,  i t ' s  s e r v i n g  ;as we l l .  

QUESTION: The  i t e m  ve to  i s  s o m e t h i n g  tha t  has  b e e n  t a l k e d  abou t  

a lo t  r e c e n t l y .  The B u r e a u  of the  Budget ,  I u n d e r s t a n d ,  e x e r c i s e s  the  

i t e m  ve to ,  s i n c e  t h e y  have  the  a p p o r t i o n m e n t  p r o c e s s .  Now, what  i s  

y o u r  op in ion  about  t h a t ?  Do you th ink  the  i t e m  v e t o  s h o u l d  be e x e r c i s e d  

in  the  a p p o r t i o n m e n t ,  o r  do you t h i n ~  the  C o n g r e s s  s h o u l d  p a s s  a law 

s a y i n g  tha t  you s h o u l d n ' t  have  an i t e m  v e t o ?  

MR.  ARCHA1VIBAULT: I c a n ' t  a c c e p t  y o u r  f i r s t  a s s u m p t i o n - -  

tha t  the  B u r e a u  of the  Budge t  e x e r c i s e s  t ha t  ve to .  In fact ,  I t hough t  
k ind of 

tha t  p a r t  of m y  s p e e c h  was  a l i t t l e  too long .  ] ] l a b o r e d  on tha t  s u b j e c t  

a l i t t l e  bi t .  

T h r o u g h  the  a p p o r t i o n m e n t  p r o c e s s  the  B u r e a u  d o e s  ge t  a n o t h e r  

c r a c k  at  the  e x p e n d i t u r e  of funds ,  and  i t  m a y  be in  the  n a t u r e  of an i t e m  

ve to .  But as  a p r a c t i c a l  m a t t e r ,  b e f o r e  t h e r e  a r e  e l i m i n a t i o n s ,  t h e r e  

i s  a m e e t i n g  of m i n d s  b e t w e e n  the  D i r e c t o r  and  the  h e a d  of the a g e n c y  

c o n c e r n e d ;  and  the  funds  m a y  s i m p l y  be p l a c e d  in  r e s e r v e  for  fu tu re  
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a v a i l a b i l i t y ,  d e p e n d i n g  upon the  p r o g r e s s  in a p a r t i c u l a r  p r o g r a m .  

The  th ing  i s n ' t  a s  a r b i t r a r y  a s  i t  m i g h t  a p p e a r  o r  as  i t s  r e p u t a t i o n  i s .  

QUESTION:  Wha t  do you  t h i n k  o u r  o b j e c t i v e  s h o u l d  be  a s  f a r  a s  

r e d u c i n g  the  n a t i o n a l  d e b t ?  In l i s t e n i n g  to s o m e  of t h e s e  e c o n o m i s t s  

t a lk ,  I w a s  f i r m l y  c o n v i n c e d  t h a t  the  n a t i o n a l  deb t  w a s  e v i l  a l l  the  w a y  

t h r o u g h .  Now I u n d e r s t a n d  t h a t  i t  d o e s  s e r v e  s o m e  u s e f u l  p u r p o s e s ,  but  

m a y b e  i t ' s  too  h igh .  J u s t  how f a r  do you  t h i n k  we s h o u l d  t r y  to go in  

r e d u c i n g  i t  ? 

h~]~. A R C H A M B A U L T :  Wel l ,  t h i s  i s  a po in t  on w h i c h  I s ay ,  

I ' m  g l a d  you a s k e d  t h a t .  I d o n ' t  wan t  to p r e t e n d  to d i s c u s s  tha t ,  b e c a u s e  

I f r a n k l y  d o n ' t  know a n y t h i n g  about  i t .  L e t  m e  s i m p l y  s t a t e  the  p o l i c y  

t ha t  c u r r e n t l y  p r e v a i l s .  I d o n ' t  know e n o u g h  about  the  b a c k g r o u n d  and  

the  le f t  and  r i g h t  v i e w s  c o n c e r n i n g  e c o n o m i c  t h e o r i e s  a s  to how m u c h  of 

a n a t i o n a l  deb t  the  c o u n t r y  c a n  h a n d l e ,  o r  wha t  i t s  r a t e  of r e d u c t i o n  

ought  to be .  

The  n a t i o n a l  p o l i c y  t o d a y  i s  to not  p a r t i c i p a t e  in o r  not  s u p p o r t  

l e g i s l a t i o n  tha t ,  f o r  e x a m p l e ,  w o u l d  r e q u i r e  us  to r e d u c e  the  deb t  by  

a f i x e d  a m o u n t  e a c h  y e a r .  S o m e  M e m b e r s  of C o n g r e s s  wan t  us  to 

i n c l u d e  in  the  b u d g e t  an  a m o u n t  of m o n e y ,  l ike  we do, $9 .1  b i l l i on ,  

f o r  i n t e r e s t  on the  d e b t - - t h e r e  a r e  t h o s e  who want  us  to put  in  a s p e c -  

i f i c  a m o u n t ,  m a y b e  a b i l l i o n  or  two b i l l i o n  d o l l a r s ,  to r e d u c e  the deb t  on 

an a n n u a l  b a s i s .  T h e r e  a r e  o t h e r s  who th ink  we ought  to t a c k l e  i t  on 

a m u c h  m o r e  s u b s t a n t i a l  b a s i s ,  s e l e c t i n g  m a y b e  10 p e r c e n t  p e r  y e a r  fo r  

a d e c a d e  o r  s o m e t h i n g  of the  s o r t .  
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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 ~ i t s  r e d u c t i o n ,  p e r h a p s  in  the  c a t e g o r y  of a b i l l i on  d o l l a r s  a y e a r  

as  an a p p r o p r i a t e  s t a r t e r .  

Now, a t  o t h e r  s e s s i o n s  I have  b e e n  a s k e d  how long i t  would  be 

b e f o r e  the  c o u n t r y  wou ld  go in to  b a n k r u p t c y ;  how l a r g e  the  n a t i o n a l  deb t  

can  ge t  b e f o r e  i t  b e c o m e s  t o t a l l y  u n m a n a g e a b l e  and  b e g i n s  to a f f ec t  

our  who le  f i s c a l  s y s t e m ,  has  an a d v e r s e  e f f ec t  upon in f l a t ion ,  and  so  

f o r t h .  I d o n ' t  know, and  I don ' t  know tha t  t h e r e  is  a c l e a r - c u t  a n s w e r .  

I t r u s t  t ha t  you wi l l  s a v e  f u r t h e r  p u r s u i t  of tha t  q u e s t i o n  t h r o u g h  the  

d i s t i n g u i s h e d  e c o n o m i s t s  tha t  a p p r o a c h  th i s  p l a t f o r m .  

QUESTION: T h e r e  has  b e e n  s o m e  r e c e n t  c r i t i c i s m  about  the  

fac t  tha t  the  m e c h a n i s m  w h i c h  c o n t r o l s  budge t  l e v e l s  e s t a b l i s h e s  c o n t r o l  

i n i t i a l l y  on o b l i g a t i o n s  or  new o b l i g a t i o n a l  a u t h o r i t y  on the  p r o g r a m  tha t  

i s  p r e s e n t e d  to C o n g r e s s ,  and  s u b s e q u e n t l y  on e x p e n d i t u r e s  when  the  

p r o g r a m  is  e x e c u t e d .  Is  t h e r e  any p lan  a foo t  to b r i n g  t h e s e  two c o n t r o l s  

in to  a s i n g l e  c o n t r o l ?  

1Vile. AIZCHAMB/kULT: No, b e c a u s e  you a r e  d e a l i n g  wi th  two 

d i f f e r e n t  k inds  of a l l e y  ca t s  t h e r e .  R e c o g n i z i n g  f i r s t  the  b a s i c  p r i n -  

c ip l e  tha t  a new o b l i g a t i o n a l  a u t h o r i t y  tha t  i s  a p p r o p r i a t e d  for ,  say,  

f i s c a l  1960 m a y  have  wi th in  i t  c o m m i t m e n t s  t ha t  w i l l  l ay  the  g r o u n d  

w o r k  fo r  a t r e m e n d o u s  s u b s e q u e n t  i m p a c t  upon the  budge t ,  p a r t i c u l a r -  

ly  in l o n g - l e a d - t i m e  i t e m s ,  a c t u a l  e x p e n d u r e s  a r e - - f o r  e x a m p l e ,  l e t  

m e  i l l u s t r a t e  w i th  the  g r e a t  deba t e  o v e r  who r e d u c e d  w h o s e  budge t  

33 



in  the  l a s t  C o n g r e s s .  

The  a l l e g a t i o n  i s  tha t  the b u d g e t  was  r e d u c e d  by 1.8 b i l l i o n  d o l l a r s .  

Th i s  wi l l  be a m i x t u r e  of a c t u a l  p r o g r a m s  tha t  wi l l  be f e l t  t o d a y  v e r s u s  

a r e d u c t i o n  in new o b l i g a t i o n  a u t h o r i t y  for  l o n g - l e a d - t i m e  i t e m s ,  p a r t i c -  

in  the  m u t u a l  s e c u r i t y  f i e ld  and  u n d e r  the  D e f e n s e  P r o d u c t i o n  Act ,  w h e r e  

the  r e d u c t i o n s  e v e n  at  the  r a t e  of 1.8 b i l l i o n  d o l l a r s  wi l l  no t  be f e l t  

in  the 1960 e x p e n d i t u r e s ,  b e c a u s e  they  ~mmm~just w o n ' t  be s p e n t  tha t  

qu i ck .  

But  t h e r e  has  to be a dual  c o n t r o l ,  b e c a u s e  a c t u a l l y  you a r e  d e a l -  

ing  wi th  two d i f f e r e n t  b r e e d s  of ca t s  h e r e .  The m o s t  e f f e c t i v e  one fo r  
the  

o u ~ u r p o s e s  i s  the  d a y - t o - d a y  a p p o r t i o n m e n t  o r / q u a r t e r l y  a p p o r t i o n -  

m e n t  and the  ho ld  on e x p e n d i t u r e s .  C o n g r e s s  g e t s  a m o r e  s u b s t a n t i a l  

c r a c k  at  y o u r  new o b l i g a t i o n a l  a u t h o r i t y ,  w h i c h  i s  w h e r e  c o n t r o l  i s  

m o r e  d i f f icu l t ,  b e c a u s e ,  t ake ,  fo r  e x a m p l e ,  the  87 new publ ic  w o r k s  

p r o j e c t s  tha t  w e r e  l a u n c h e d ,  wi th  new o b l i g a t i o n a l  a u t h o r i t y  of a v e r y  

m i n o r  a m o u n t ,  m o s t l y  fo r  p l a n n i n g  m o n e y ;  but we have  c o m m i t t e d  

o u r s e l v e s  t h e r e  fo r  the  nex t  f ive y e a r s  at  s o m e t h i n g  l ike  75Z m i l l i o n  

d o l l a r s  of new  o b l i g a t i o n a l  a u t h o r i t y  in  the  fu tu re  to c o m p l e t e  t h e s e  

p r o j e c t s  once  t h e y  a r e  l a u n c h e d ,  w i th  a v e r y  s m a l l  f i g u r e  i n i t i a l l y .  

We wi l l  ge t  a c r a c k  at t h i s  new  o b l i g a t i o n a l  a u t h o r i t y  tha t  has  b e e n  

a u t h o r i z e d  to the  tune  of 752 m i l l i o n  d o l l a r s  by the  q u a r t e r l y  c o n t r o l  

of e x p e n d i t u r e s .  I d o n ' t  th ink  t h e y  a r e  so d i f f e r e n t ,  as  t h e y  s e r v e  a 

v e r y  d i f f e r e n t  p u r p o s e .  I doubt  tha t  you wou ld  b r i n g  t h e m  t o g e t h e r .  

QUESTION:  We have  h e a r d  a p r o p o s a l ,  o r  a r e q u e s t ~  p e r h a p s ,  
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by the  D e f e n s e  D e p a r t m e n t  to put t h e i r  b u d g e t  t o g e t h e r  on a h o r i z o n t a l  

r a t h e r  t han  a v e r t i c a l  s o r t  of b a s i s .  Do you know a n y t h i n g  about  tha t  

p r o p o s a l 7  If so,  do you th ink  tha t  wou ld  he lp  to e x p l a i n  p e r h a p s  s o m e  

of t h e s e  i n t e r e s t i n g  s u b j e c t s  in  the  whole  D e f e n s e  budge t ?  

MR.  A ~ C H A M B A U L T :  You s h o u l d  have  hi t  tha t  g e n t l e m a n  who 

was  o v e r  h e r e  y e s t e r d a y .  L e t ' s  ge t  a n o t h e r  one ,  C o l o n e l .  

QUESTION:  We u n d e r s t a n d  tha t  the m u t u a l  s e c u r i t y  p r o g r a m s  

a r e  now b e i n g  i n c l u d e d  in  the  o v e r a l l  m a j o r  D e f e n s e  s i d e  of a p p r o p r i a -  

t i o n s .  Cou ld  you g ive  us  the r e a s o n  fo r  how t h i s  c o m e s  a b o u t ?  

MR.  A R C H A M B A U L T :  I t ' s  j u s t  a c a s e - - i n  fact ,  in  l ook ing  o v e r  

the h i s t o r y  of ou r  budge t ,  t h e r e  i s  a v a r i e t y  of g r o u p i n g s ;  and  I d o n ' t  

th ink  the  r e a s o n  i s  as  t e c h n i c a l  as  you m i g h t  s u s p e c t .  

T h e r e  have  b e e n  e f f o r t s  to k e e p  our  p r o g r a m s  g r o u p e d  in t h o s e  

a r e a s  t ha t  a r e  g e n e r a l l y  r e l a t e d .  I th ink ,  r a t h e r  than  h a v i n g  a s u b s t a n -  

t i a l  t e c h n i c a l  r e a s o n ,  t ha t  you m i g h t  t h ink  wou ld  c o m e  out of an  of f ice  

t ha t  i s  a l l e g e d  to be an of f ice  of a c c o u n t i n g  and so  fo r th ,  the  f o r m a t  

i s  m o r e  the  p e r s o n a l  w i s h e s  of the  D i r e c t o r ,  as  to j u s t  how he l a y s  

out the  budge t ,  wha t  he f e e l s  t e l l s  a m o r e  g r a p h i c  s t o r y ,  wha t  he f e e l s  

g r o u p s  t y p e s  of i t e m s .  You wi l l  n o t i c e  t ha t  p a r t i c u l a r  c h a r t  w h i c h  had  

i t s  o r i g i n  w i th  the  D i r e c t o r  on t y p e s  of e x p e n s e s .  He l i k e s  to g roup  a l l  

e x p e n s e s  h a v i n g  to do wi th  what  he c a l l s  our  n a t i o n a l  s e c u r i t y ,  i n c l u d i n g  

m u t u a l  secu~tt~/,  he l i k e s  to  put the 9.1 b i l l i o n  i n t e r e s t  on o u r  debt ,  

w h i c h  o t h e r s  would  k e e p  out, he l i k e s  to put tha t  in  a c a t e g o r y  of a 

s e c u r i t y  i t e m ,  e i t h e r  p a s t  o r  fu tu re ,  b e c a u s e  the  deb t  i s  l a r g e l y  w a r -  
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i n d u c e d .  He l i k e s  to t h r o w  in  v e t e r a n s  in to  a c a t e g o r y  of f i g u r e s  

b e c a u s e  of tha t  obv ious  r e l a t i o n s h i p  to ou r  d e f e n s e  e f f o r t .  And i t ' s  

s i m p l y  a m a t t e r  of how you l ike  to p r i n t  t he  book,  j u s t  the  way  i t  i s ,  

and the  d e s i g n  of the  c o v e r ,  and  what  c o l o r  i t  m i g h t  be in  a p a r t i c u l a r  

y e a r .  

QUESTION:  O v e r  a p e r i o d  of t i m e  the  budge t  has  b e c o m e  l a r g e r  

and  l a r g e r ;  and  as  i t  i s ,  the  p r o c e s s  of b u d g e t  m a k i n g  has  b e c o m e  m o r e  

and m o r e  c o m p l e x .  A n u m b e r  of r e c o m m e n d a t i o n s  have  b e e n  m a d e  

for  s i m p l i f i c a t i o n  of t h i s  budge t  p r o c e s s ,  one  of w h i c h  i s  fo r  a b i e n n i a l  

i n s t e a d  of an annua l  budge t .  Wil l  you t e l l  us  the  p o s i t i o n  of the  B u r e s u  

on the  p r o p o s e d  b i e n n i a l  budge t ,  and  cou ld  you d i s c u s s  s o m e  of the  

a d v a n t a g e s  and  d i s a d v a n t a g e s  ? 

M]~'.. A R C H A M B A U L T :  Our  i n c l i n a t i o n  wou ld  be to s e p a r a t e  t h e m .  

In fact ,  we t a l k e d  in t e r m s  of a two to four ,  p e r h a p s  a m a x i m u m  of a 

f ive  y e a r ,  p l a n n i n g  p e r i o d .  T h e r e  is  no doubt  tha t  s o o n - - h o w  soon  I 

w o u l d n ' t  v e n t u r e  to p r e d i c t - - b u t  s o o n  the  p r o c e s s  i s  go ing  to have  to 

be s t r e t c h e d  out. ~ e c a u s e  of the  t r e m e n d o u s  b u r d e n  of t i m e  and  b u r d e n  

of e f f o r t  r e q u i r e d  by e v e r y b o d y  to put  t o g e t h e r  a b u d g e t  on an annua l  

b a s i s ,  two y e a r s  would  p r o b a b l y  be an e x c e l l e n t  s t a r t e r .  A f u r t h e r  

s t r e t c h  m i g h t  be i n e v i t a b l e  in  the  f u t u r e .  

Our  d e s i r e  i s  to t ake  about  a t w o - y e a r  chunk  on the  f i r s t  g o - a r o u n d  

and  s e e  what  d i f f e r e n c e  i t  would  m a k e ,  how m u c h  i t  wou ld  l e s s e n  the  

b u r d e n ,  to wha t  e x t e n t  th i s  wou ld  be a c c e p t a b l e  in the  C o n g r e s s ,  and  

so f o r t h .  
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Now, t h e r e  i s  c o n s i d e r a b l e  d i s c u s s i o n  of t h i s ,  but  m o s t l y  on an 

a c a d e m i c  b a s i s .  T h e r e  i s  no p r a c t i c a l  e f f o r t  t o d a y  to do a n y t h i n g  abou t  i t .  

Wi th  r e f e r e n c e  to the s i z e  of the  b u d g e t  and  i t s  t r e m e n d o u s  v o l u m e ,  

t h e r e  a r e  v e r y  p r a c t i c a l  r e a s o n s  fo r  t h i s  too .  E v e r y  N i e m b e r  of C o n g r e s s  

has  a p a r t i c u l a r  type  of i n q u i r y  t ha t  he m a k e s  to the B u r e a u  of the  ~ u d g e t  

c o n c e r n i n g  a b r e a k d o w n  in t h i s  a r e a ,  a b r e a k d o w n  wi th  r e f e r e n c e  to 

w a t e r  r e s o u r c e s ,  a f u r t h e r  b r e a k d o w n  on the  t r u s t  funds ,  m o r e  s p e c i f i c s  
~ n  a 

a n d  l ine  i t e m s  and  o t h e r  t h i n g s .  ~ M u t u a l  S e c u r i t y  P rog ra rn~  ~-hey 

m a y  wan t  a l l  the c o u n t r i e s  l i s t e d .  

b u d g e t  a r e  a l l  the  s p e c i a l  a n a l y s e s .  

And you will note in the back o~ the 

~ge originally had only A, ~, and C. 

I t h ink  t h e y  now r u n  up to J and  i t  m a y  be h i g h e r .  A l l  of t h e s e  have  had  

t h e i r  i m p e t u s  f r o m  a r e q u e s t  for  d e t a i l e d  i n f o r m a t i o n .  

NOW, 

h i g h w a y s ,  c o n c e r n i n g  h o s p i t a l  p r o g r a m s - - t h a t  l a n g u a g e  tha t  I w a s  u s i n g  

the b r e a k d o w n  I gave  you in s p e c i f i c  p r o g r a m s h e r e ,  c o n c e r n i n g  

a c t u a l l y  c a m e  out  of the  b u d g e t .  F e w  p e o p l e  r e a l i z e  tha t  you  can  f l ip to 

a c e r t a i n  s e c t i o n  of the b u d g e t  and  ge t  an e x c e l l e n t  r u n - d o w n  on a t o t a l  

e f f o r t  by the  F e d e r a l  G o v e r n m e n t  in a s p e c i f i c  a r e a .  

Th i s  y e a r ,  as  a l w a y s ,  to cut  down the  s h e e r  v o l u m e ,  we t r i e d  to 

e l i m i n a t e  s o m e  of  t h e m ,  and  we r a n  in to  a r e q u e s t  to ge t  t h e m  back  in 

t h e r e .  S o m e  g e n t l e m e n  r e p r o d u c e  t h e m  and  s e n d  t h e m  a r o u n d  to the  
a r e  

a p p r o p r i a t e  p e o p l e ,  o r  the p e o p l e / p r o u d  of the  f ac t  tha t  t h e y  i n s t i t u t e d  

t h e m  in the f i r s t  p l a c e ,  and  t h e y ' r e  j u s t  go ing  to s t a y  t h e r e .  

Now, the  b u d g e t  w i l l  g r o w  in  v o l u m e ,  I p r e s u m e ,  a s  p r o g r a m s  b e c o m e  

m o r e  t e c h n i c a l .  The s p a c e  p r o g r a m ,  fo r  e x a m p l e ,  i s  now an 800 m i l l i o n  
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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 ~3udget Brief, plus the I%,iidyear i%eview, 

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 C ffice of the President, and in 

the Congress, I don~t foresee any changes in the .very near future. These 

things are hard to come by. 

6~UESTION: ik~y question is in two parts. ~lhe first deals with a 

cost-based budget, ii~o you think the Congress will ever accept i , 

budge~'on a cost budget? Secondly, do you think that the Congress will 

ever go along with the ~oover Commissionts recommendation of actually 
appropriations 

making ~ ~ [ ~ = ~ x o n  an accrued-expenditure basis? 

R~iZ~. 7XIICI-LAI~iBAULT: Look at what happened in this last session 

of Congress. I think it w~s restricted to seven agencies. It may have been 

more. ~ut 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 didntt 

get anywhere with them. 

WeTre going back in now.,-I think the number has been increased to 
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of 
t w e l v e - - o n  an a t t i t u d e ] p e r s i s t e n c y ,  t ha t  the  o b j e c t i v e  i s  sound ,  tha t  

a c c o r d i n g  to t h o s e  who u n d e r s t a n d  the i n t r i c a c i e s  of a c c o u n t c y  and  tha t  

s o r t  of b u s i n e s s ,  p lus  the  r e c o m m e n d a t i o n s  of the  I : ioover C o m m i s s i o n ,  

t hey  a r e  on so l id  g r o u n d .  And  they  do have  the s y m p a t h e t i c  s u p p o r t  of 

S e n a t o r  B y r d  and  o t h e r s  who take  a s p e c i a l  i n t e r e s t  in the  b u d g e t a r y  

a s p e c t s  of the  F e d e r a l  G o v e r n m e n t .  

i~oweve r ,  we a r e  not  m e e t i n g  w i th  any g r e a t  s u c c e s s ;  and  I s u p p o s e ,  

l ike  so  m a n y  o t h e r  r e c o m m e n d a t i o n s  of the  H o o v e r  C o m m i s s i o n ,  a f t e r  

a p e r i o d  of y e a r s ,  w i th  s o m e  p e r s i s t e n t  s e l l i n g ,  s o m e  good  s a l e s m a n s h i p ,  

the  t h ing  m i g h t  h a p p e n .  At  the m o m e n t  we  d o n ' t  f o r e s e e  any s u d d e n  c h a n g e .  

The  d i s t i n g u i s h e d  g e n t l e m e n  have  b e c o m e  u s e d  to c e r t a i n  s u b m i s s i o n s  in 

a p a r t i c u l a r  w a y  and  the m o m e n t  you s t a r t  t a m p e r i n g  wi th  tha t ,  no m a t t e r  

how s o u n d  y o u r  r e a s o n s  m a y  be t e c h n i c a l l y ,  i t ' s  j u s t  not  go ing  to h a p p e n .  

Of c o u r s e  you n e v e r  know the s i t u a t i o n  a f t e r  1960. 

~ o . ~ ± J . ~ - ~  . I ' m  not  s u r e  who the  s u r g e o n  i s ,  but  I have  s e e n  

i n f l a t i o n a r y  p r o j e c t i o n s  d i s a l l o w e d - -  

~2i~. At%CIIA~//BAULT: In f l a t i o n a r y  p r o j e c t i o n s ?  

QUESTION ( c o n t i n u e d ) :  Y e s .  In o t h e r  w o r d s ,  in the a r e a  of 

maintenance there is a certain allowance made in the iVi & 0 area of the 

b u d g e t  fo r  i n f l a t i o n a r y  t r e n d s .  T h e n  i t ' s  s p e l l e d  out  in the b u d g e t  s u b -  

m i s s i o n .  A l s o  in p r o c u r e m e n t .  We buy a r a d a r  t h i s  y e a r  and  t h e r e ' s  

a p r o j e c t e d  p r i c e  u s e d  in the  budge~  s u b m i s s i o n  t h a t  is  7 o r  8 p e r c e n t  

g r e a t e r  and i t ' s  d i s a l l o w e d  on the  b a s i s  t ha t  we d o n ' t  p e r m i t  i n f l a t i o n a r y  

p r i c e s .  Do you th ink  t h a t ' s  w i s e  in  v i e w  of the h i s t o r y  we have  h a d ?  
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~'i [-~. AP~Ci-IAh.:IBAULT: Wel l ,  the  w a y  t h i s  a p p e a r s  in the  b u d g e t - -  

and a g a i n  I ' m  not  f a m i l i a r  w i th  the  t e c h n i c a l  r e a s o n s  b e h i n d  i t - - b u t  you 

m a y  be  s t e p p i n g  out  of l ine  wi th  w h a t e v e r  the A d m i n i s t r a t i o n  p o l i c y  i s  

on f ix ing  the  y e a r s .  M a y b e  t h e y ' r e  u s i n g  a '58 d o l l a r  o r  an  e a r l i e r  y e a r  

d o l l a r ,  d e p e n d i n g  on wha t  the b a s i s  i s  fo r  t h e i r  c o m p u t a t i o n s .  

You w i l l  n o t i c e  s o m e  of the  c h a r t s  in  the b u d g e t  have  an a s t e r i s k  

and  a foo tno te  i n d i c a t i n g  the  d o l l a r  v a l u e  upon  w h i c h  t h e s e  c o m p u t a t i o n s  

w e r e  b a s e d .  On the o t h e r  hand,  you  m a y  be r u n n i n g  a fou l  of a p o l i c y  

m e m o  tha t  m a y  have  c o m e  out  tha t  s a i d  you  w i l l  not  c o m p u t e  t h e s e  in  y o u r  

c o s t s ;  and  by an i n d i r e c t  w a y  to f o r c e  an  a g e n c y  to r e d u c e  i t s  budge t ,  

you m a y  f o r c e  t h e m  to a b s o r b  a p a y  r a i s e ,  to a b s o r b  i n f l a t i o n a r y  c o s t s ,  

and  so  f o r t h .  And  r a t h e r  t h a n  t h e r e  b e i n g  a c o n f l i c t  in  the  t e c h n i c a l  

r e a s o n s  fo r  the  r e j e c t i o n ,  I t h ink  you wi l l  f ind  i t  s i m p l y  in  a p r a c t i c a l  

d e c i s i o n  to m a k e  t h e m  a b s o r b  tha t  p a r t i c u l a r  c o s t .  Now, a d m i t t e d l y ,  i t  
cut ,  

ha s  the  s a m e  e f f e c t  as  a b u d g e t ]  but  t ha t  u s u a l l y  i s  the  o b j e c t i v e .  

QUESTION:  As you  f l a s h e d  by m a n y  of y o u r  e x c e l l e n t  e x a m p l e s  

of the  c o s t  of t h i n g s ,  the  t hough t  o c c u r r e d  to m e  tha t  s i n c e  1930 the  n a t i o n  

has  a c q u i r e d  s o m e  v e r y  v a l u a b l e  a s s e t s .  I w o n d e r e d  if  p e r h a p s  you have  

a co, m p a r i s o n  of the  t o t a i  v a l u e  of n a t i o n a l  a s s e t s  in 1930 as  c o m p a r e d  to 

the to t a l  v a l u e  of n a t i o n a l  a s s e t s  in 1960, r e a l i z i n g  t ha t  t h e r e  a r e  s o m e  

w h i t e  e l e p h a n t s ,  but  tha t  w o u l d  be u s a b l e  a g a i n s t  the  n a t i o n a l  debt ,  and,  

of c o u r s e ,  th i s  h igh  c o s t  of l i v i n g .  

M!%. AfIC IiA~.~i BAUL T: ~¥ell, 

F e d e r a l  G o v e r n m e n t  b a l a n c e  s h e e t .  

t h a t ' s  l ike  t r y i n g  to put  t o g e t h e r  a 

Whi le  we have  b e e n  t o y i n g  wi th  th i s  
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effort, you can realize the tremendous problems that are implicit in such 

a gigantic project, particularly to get an inventory of what your current 

assets 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 efforts of the l~'ederal Govern- 

ment were in a large sense investments. These were not 20 million dollar 

items that have to be one-shot deals and then crossed off the board; Some 

of them represented very substantial investments. Some of them repre-  

sented i n v e s t m e n t s  w h i c h  o v e r  a p e r i o d  o f  50 y e a r s  w e  w i l l  g e t  o u r  m o n e y  

b a c k  on ,  p a r t i c u l a r l y  i n  s o m e  o f  t h e  w a t e r  r e s o u r c e  p r o j e c t s ,  d e p e n d i n g  

u p o n  u n d e r  w h a t  l a w  t h e y  w e r e  c o n s t r u c t e d .  In  s o m e  c a s e s  we  w i l l  g e t  

i n t e r e s t  b a c k  a n d 6 o t h e r  c a s e s ,  b y  v i r t u e  o f  w a t e r  r a t e s ,  we  w i l l  r e c o u p  

t h e  c o s t  o f  t he  p r o j e c t  o v e r  a p e r i o d  o f  50 y e a r s  o r  l o n g e r .  

We  h a v e  a t t e m p t e d - - a n d  t h e r e  a r e  i n  c u r r e n t  r e g u l a t i o n s - - t h e  

r e q u i r e m e n t  t h a t  e v e r y  d e p a r t m e n t  a n d  a g e n c y  s u b m i t  a n n u a l l y  a n  i n v e n -  

t o r y  of  i t s  a s s e t s .  T h i s  i s  a b u s e d  m o r e  t h a n  i t  i s  f o l l o w e d .  T h e  r e p o r t s  

a r e  n o t  a d e q u a t e  t o d a y  to  c o m p i l e  w h a t  S e n a t o r  M u r r a y  w a n t e d - - i n  t h e  

n a t u r e  o f  a t o t a l  i n v e n t o r y  o f  n a t i o n a l  a s s e t s ,  f o r  t h e  v e r y  p u r p o s e s  t h a t  

y o u  d i s c u s s e ¢ ~ - - t o  c o m p a r e  i t ,  t o  s e e  j u s t  w h a t  o u r  i n v e s t m e n t  h a s  b e e n ,  

3 0  t h a t  we  c o u l d  p o r t r a y  i n  t h e  b u d g e t - - s a y  we  a r e  s p e n d i n g  7 8 . 9  b i l l i o n  

d o l l a r s .  W h a t  do  y o u  m e a s u r e  t h a t  a g a i n s t ?  I s  t h a t  a n  e x h o r b i t a n t  

figLire? Could it be 150 billion? Could it be 200 billion? Against what 

do you measure it? What portion of it are capital improvements? i~hat 

portion are major investments that add to the assets and the strength of 
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the  c o u n t r y ,  a s  d i s t i n g u i s h e d  f r o m  m a n y  t h i n g s  tha t  c a n ' t  be c h a r a c t e r -  

i z e d  o r  put  in t ha t  s a m e  c a t e g o r y .  You c a n ' t  pu t  v e t e r a n s '  p e n s i o n s ,  

f o r  e x a m p l e ,  w h i c h  i s  a v e r y  c o s t l y  i t e m ,  a s  an  i n v e s t m e n t  i t e m .  You 

c a n ' t  put  a n u m b e r  of o t h e r  p r o g r a m s .  Yet  m a n y  of the m a j o r  c o s t s ,  
m a n y  of 

the  h o s p i t a l  p r o g r a m ,  wh i l e  m u c h  of i t  i s  in the  n a t u r e  of a s e r v i c e , / t h e  

f a c i l i t i e s  a r e  a s i g n i f i c a n t  i n v e s t m e n t  a r o u n d  the  w o r l d .  

H o w e v e r ,  we a r e  a long  w a y  f r o m  h a v i n g  an a c c u r a t e  i n v e n t o r y  of 

t h i s  c o u n t r y ' s  a s s e t s ;  and  you  w i l l  f ind t ha t  in  w h a t e v e r  e f f o r t s  have  b e e n  

m a d e  to da te  t h e r e  i s  a g r e a t  d i s c o u n t i n g  of the  a c c u r a c y .  In the p r e f a c e  

t h e y  u s u a l l y  m a k e  g r e a t  e x c u s e s  abou t  the i m p o s s i b i l i t y  of pu t t ing  a v a l u e  

on t h i s  p a r t i c u l a r  t h ing  o r  t ha t  p a r t i c u l a r  t h ing .  You c o u l d  g e t  in to  two 

p r o j e c t s .  You c o u l d  ge t  a G o v e r n m e n t  b ~ l a n c e  s h e e t ,  o r  you  c o u l d  

r e s o r t  to c a p i t a l  b u d g e t i n g ,  w h e r e  you c o u l d  a c t u a l l y  d i s p l a y  the  G o v e r n -  

m e n t ' s  i n v e s t m e n t s ,  l~ut th i s  w o n ' t  be done in a h u r r y .  

Now, t h e r e  a r e  t h o s e  in the  B u r e a u  who,  

p e r s o n a l  i n t e r e s t  in  it ,  ~g1~xare w o r k i n g  on it ,  

largely because of a 

largely on their own. 

~ u t  as  a G o v e r n m e n t  e f f o r t  c u r r e n t l y  we a r e  not  d e v o t i n g  any  t i m e  to i t .  

QUESTION:  Why d o e s  the  B u r e a u  of the  ~ u d g e t  f e e l  i t ' s  n e c e s s a r y  

to c o n d u c t  a jo in t  r e v i e w  of the D e p a r t m e n t  of O e f e n s e  b u d g e t  w i t h  the 

)Defense D e p a r t m e n t  r a t h e r  t han  l e t t i n g  i t  p r e p a r e  i t s  own budge t ,  ~ as  

a l l  the  o t h e r  a g e n c i e s  of the  G o v e r n m e n t  do?  

lVit<. AI~C~_Ah~.P~AULT: On ly  b e c a u s e  of i t s  s h e e r  m a g n i t u d e .  V,/hen 

the  t o t a l  b u d g e t  w a s  3 1/2 b i l l i o n  d o l l a r s  and  the 3 u r e a u  of the B u d g e t  

c o n s i s t e d  of 40 p e o p l e ,  the p r o c e s s  was  a r e l a t i v e l y  e a s y  one .  You cou ld  
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handle today with a relatively small crew a 4 i/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 to 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 

Office 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 don't remember what your ~ ~ ~ ~  

to do what we do with 

/the other departments and agencies. 

QUESTION: Of course, one immediate alternative would be to 

two months 
simply tell the /Department of Defense to prepare their budget/earlier 

than they now have to prepare it. 

IKit. Ai%C}LP~A,]FSAUET: V;ell, you will find in these budget seasons 

that the seasons actually overlap. V/e 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. 

Itls 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. 
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QUESTION: .. Sir, I have a question on the staffing of your 

ions. 
suggest/ I am convinced by your 45 minutes prepared work that you 

dontt make decisions. However, 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 people of those types in your staff Or do 

you n~.aintain objectivity by not having such people in your staff? 

MI%. AI%CHAI%~BAULY: You were leading me down and I almost 

didn't recover from that last one. 

%Vell, 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. %%'e have the Accounting Office, who are skilled 

people in that field. In fact, the ]Director 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. But, as we 
their Civil Service Commission job descriptions, 

say in ~ k ~ , , ~ ~ ~ l ~ m m ;  they are primarily 

generalists. 

Now, letts look at what this gentleman has to do. He'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, iCor example, 

there may be for a given fiscal year a decision that there will be no new 
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s t a r t s  
~ ; ~ l ~  in  c o n s t r u c t i o n .  You d o n ' t  have  to be an e x p e r t  e n g i n e e r  to a p p l y  

s t a r t s .  
tha t  r u l e  to a b u d g e t .  You j u s t  s a y  t h e r e  w i l l  be no n e w  K ~ .  T h e r e  
m a y  

~ k l  be a r u l e  t ha t  t h e r e  w i l l  be a 2 p e r c e n t  r e d u c t i o n  in  p e r s o n n e l  a c r o s s  

• the  b o a r d .  T h e r e  w i l l  be a v a r i e t y  of o t h e r  b r o a d  and  b a s i c  r u l e s  o r  

a g e n c y  c o n c e r n e d  
p r i n c i p l e s  t ha t  the B u d g e t  B u r e a u  knows ,  and  the x ~ ~ t  knows ;  and  

t h e r e ' s  a c h e c k - o u t  a g a i n s t  t h e s e  v a r i o u s  i t e m s .  

I wou ld  t h ink  tha t ,  e x c e p t  fo r  the o p p o r t u n i t y  to c h a l l e n g e ,  we have  

p e o p l e  w h o m  I w o u l d n ' t  c h a r a c t e r i z e  a s  d e d i c a t e d  s p e c i a l i s t s ,  but  t h e y  

a r e  c e r t a i n l y  s k i l l e d  in a p a r t i c u l a r  f i e ld ,  to m a k e  t h e m  c o m p e t e n t  e n o u g h  

to a s k  s p e c i f i c  q u e s t i o n s  in the  e n g i n e e r i n g  f i e l d  and  u n d e r s t a n d  the a n s w e r  

w i thou t  n e c e s s a r i l y  h a v i n g  to p a s s  j u d g m e n t  on it ,  b e c a u s e  t h e i r  r e p o r t  

c o n s i s t s  of: " I  p r o b e d  th i s  a r e a  and  th i s  a r e a  and  th i s  a r e a ;  a n d  w h i l e  

I fe l t  tha t  th i s  a p p e a r e d  to be a gap or  a w e a k  spot ,  t h i s  i s  the a n s w e r  

I got  and  th i s  i s  wha t  the  a g e n c y  w a n t s  to d o . "  The  b u d g e t  m a n  w i l l  s ay :  

"~Zy own r e c o m m e n d a t i o n  wou ld  be tha t  t h e y  do it  t h i s  w a y  o r  t ha t  w a y .  

H o w e v e r ,  the  S e c r e t a r y  of s u c h  an a g e n c y  f e e l S o t h e r w i s e . "  And  i t  i s  

w i t h  th i s  i d e n t i t y  of the  i s s u e s  and  the  two d i f f e r e n t  p o i n t s  of v i e w - - o n e  

f r o m  the s p e c i a l i s t  who p r e p a r e d  the p r o g r a m  and  the  o t h e r  f r o m  the  m a n  

c h a l l e n g i n g  i t - - t h a t  i s  the  b a s i s  fo r  the  d e c i s i o n  tha t  u l t i m a t e l y  c o m e s  

out  of i t .  

I d o n ' t  th ink  t h e s e  p e o p l e  s e c o n d - g u e s s  p r o g r a m  p e o p l e .  And  I 

t h i n k  you g e n t l e m e n  wou ld  be v e r y  s u r p r i s e d  to h e a r  the p r o c e d u r e  tha t  

i s  f o l l o w e d  in the D i r e c t o r ' s  r e v i e w ,  w h i c h  I h i n t e d  abou t  a l i t t l e  b i t .  

I g u e s s  tha t  w a s  the  f e l l ow  wi th  the h o r n s  b e h i n d  the t a b l e ,  i~ut the  
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] D i r e c t o r ' s  r e v i e w  p r o c e s s  i s  a v e r y  e x c e l l e n t  s e s s i o n  w h e r e  the p e o p l e  

who have  b e e n  f igh t ing  wi th  the  a g e n c i e s  o v e r  p a r t i c u l a r  e l e m e n t s  of 

the  b u d g e t  ~ t u r n  a r o u n d  and  take  y o u r  s i d e  and  p r e s e n t  i t  on b e h a l f  

of the a g e n c y  and in m y  j u d g m e n t  do a r e m a r k a b l e  job .  In fac t ,  

you  w o n d e r  who they  a r e  w o r k i n g  f o r .  In fac t ,  t h a t ' s  t h e i r  job .  

r u n  the  o b s t a c l e  c o u r s e  f i r s t ;  t hen  t h e y  t u r n  a r o u n d  and,  a f t e r  h a v i n g  

p r o b e d  i t  and  fough t  w i th  i t  and  m u l l e d  i t  o v e r ,  t h e y  c o m e  in  and  say :  

" T h i s  i s  wha t  t h i s  a g e n c y  w a n t s  and t h e s e  a r e  the  r e a s o n s  w h y . "  A~ad, 

of c o u r s e ,  t hey  in t u r n  have  to a n s w e r  the q u e s t i o n s  f r o m  the  E i r e c t o r  and  

h is  a s s i s t a n t s ,  who s ay :  "Vvhy did you  do t h i s ?  

t h a t ? "  I t ' s  a t w o - f o l d  p r o c e s s  t ha t  t a k e s  p l a c e ,  

Why d id  you  a p p r o v e  

but  the p e r f o r m a n c e  by 

y o u r  own b u d g e t  e x a m i n e r  i s  a r a t h e r  r e m a r k a b l e  one .  

QUESTION:  O u r  f i s c a l  y e a r  s e e m s  to be a s o u r c e  of s o m e  of o u r  

t r o u b l e .  F o r  e x a m p l e ,  NOA c o m e s  out  two to t h r e e  m o n t h s  in to  the 

f i s c a l  y e a r  and c r e a t e s  s o m e  havoc  in the Defense  D e p a r t m e n t .  T h e  

T r e a s u r y  s e e m s  to b o r r o w  m o n e y  b e c a u s e  the r e c e i p t s  c o m e  la te  in the 

y e a r .  Wou ld  a c h a n g e  in  o u r  f i s c a l  y e a r  p o s s i b l y  he lp  us ,  p e r h a p s  

m a t c h i n g  it w i th  the  c a l e n d a r  y e a r  ? 

~i%. ~%~%CIiAMBAULT: I c a n ' t  a n s w e r  tha t  q u e s t i o n .  

I ge t  e n o u g h  of the p r o b l e m  h e r e  to a p p r e c i a t e  w h a t  we a r e  a f t e r .  

w e ' d  b e t t e r  l e t  i t  go at  t ha t .  I w o u l d  p r o b a b l y  c o n f u s e  you  m o r e ,  

t h ink  I s h a r e  s o m e  tha t  you  a l r e a d y  h a v e .  

C O L .  LACKAS:  M r .  ~ r c h a m b a u l t ,  I wou ld  l ike  to e x p r e s s ,  

b e h a l f  of the C o m m a n d a n t  and  the  s t u d e n t s  h e r e ,  
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sometimes 

They 

o n  

our gratefulness to you 

! ' m  not  s u r e  

h ! a y b e  

and  I 



for coming over here and giving us this most profitable morning. 

I doubt that many of us have had a more profitable experience than we 

have had this morning. Thank you. 
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