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Letter of Transmittal

DECEMBER 30, 1953.

The PRESIDENT.
SIR: The Council of Economic Advisers submits this Annual Report on

its activities during the calendar year 1953 in accordance with the require-
ments of Congress as set forth in section 4 (d) of the Employment Act of
1946.

Respectfully,

ARTHUR F. BURNS, Chairman.

NEIL H. JAGOBY.

WALTER W. STEWART.
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Report to the President on the Activities
of the Council of Economic Advisers

During 1953
During the period from January through March 1953, the functions of

the Council of Economic Advisers were carried out by the Council that was
established in 1946 pursuant to the Employment Act of that year. In
April, the functions were transferred to the Economic Adviser to the Presi-
dent who, because of recent appointment, was also a member of the Coun-
cil. The functions remained with the Economic Adviser until the end of
July, when they were restored to the Council which was reconstituted pur-
suant to the Reorganization Plan No. 9 of 1953.

ACTIVITIES OF COUNCIL: JANUARY-MARCH 1953

Funds provided for the Council of Economic Advisers in the Appropria-
tion Act for the Fiscal Year 1953 were sufficient to continue the agency
only through March of that year. Consequently, on February 4, 1953, Mr.
Sherman Adams, The Assistant to the President, advised the Chairman of
the House Appropriations Committee that while the President had not yet
completed his plans for the Council of Economic Advisers, he believed it
highly important that the Council be continued. On behalf of the Presi-
dent, Mr. Adams requested that the Committee consider a supplemental
appropriation sufficient to continue the Council through the remainder of
the fiscal year.

The President followed this request with the nomination of Arthur F.
Burns, Professor of Economics, Columbia University, and Director of
Research, National Bureau of Economic Research, as a member of the
Council of Economic Advisers. At the hearing before the Senate Commit-
tee on Banking and Currency on March 11, 1953, the Committee approved
Mr. Burns' nomination, which was confirmed by the Senate, March 18,
1953.

Before the Appropriations Committee acted on the request of the Presi-
dent for a supplemental apropriation to continue the Council until the
end of the fiscal year, the Council had practically exhausted its funds and
was obliged to begin to wind up its affairs.

ECONOMIC ADVISER TO THE PRESIDENT: APRIL-JULY 1953

Instead of appropriating funds to continue the Council, Congress pro-
vided, in the Supplemental Appropriation Act approved March 28, 1953,
for the establishment of an Economic Adviser to the President and appro-
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priated $50,000 for such an Adviser and necessary staff for the remainder
of the fiscal year. Mr. Burns was appointed to the post by the President
and, with a small staff, continued to perform the functions previously per-
formed by the Council.

Reorganization Plan No. 9 of 1953

The President's plans for the Council were set forth in Reorganization
Plan No. 9 of 1953 and in the President's Message transmitting that Plan
to the Congress on June 1, 1953.

On June 3, Congressman Hoffman introduced House Resolution 263
disapproving the Plan. Mr. Hoffman stated that the introduction of the
resolution did not indicate that he approved or disapproved the plan, but
that his purpose was to enable committee consideration and appropriate
action.

Hearings on the Plan were held July 14 by a Special Subcommittee on
Reorganization of the House Committee on Government Operations. The
subcommittee consisted of Marguerite Stitt Church, Chairman, Katharine
St. George, and John W. McCormack. Mr. Burns, accompanied by
William F. Finan, Assistant Director for Management and Organization,
Bureau of the Budget, appeared before the subcommittee in behalf of the
Plan. Mr. George D. Riley, Member, National Legislative Committee,
American Federation of Labor, also testified in favor of the Plan. In a
letter to the Committee, Senator Ralph E. Flanders supported the Plan,
and at a subsequent meeting of the subcommittee, July 17, Congressman
Jesse P. Wolcott, testified in favor of it.

The Special Subcommittee, by unanimous action, voted to recommend
to the full committee the disapproval of House Resolution 263. This action
was in effect a vote of approval of Reorganization Plan No. 9. The recom-
mendation of the Subcommittee was accepted by the House and the Plan was
permitted to go into effect on August 1,1953.

RECONSTITUTED COUNCIL

Reorganization Plan No. 9 of 1953 provided for several significant changes
in the organization of the Council. To strengthen the internal administra-
tion of the Council, the responsibility for employing staff, specialists, and
consultants was transferred from the Council to the Chairman. To estab-
lish a clearer relationship with the President, the function of reporting to
the President on the Council's views and activities was likewise transferred
to the Chairman. The position of Vice Chairman of the Council was
abolished.

The aim of the Reorganization Plan was to remedy certain deficiencies in
the operation of the Council of Economic Advisers, which had consisted of
three members, each of whom, under the Employment Act of 1946, had co-
equal powers. (See General Management of the Executive Branch, U. S.
Commission on Organization of Executive Branch of the Government, Feb-
ruary 1949.) At the same time, the Reorganization Plan fully preserved
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the advantage of the balanced judgment that several individuals could
bring to bear on economic problems.

Staffing the Council
On July 29, 1953, just prior to the effective date of Reorganization Plan

No. 9 of 1953, Mr. Burns was renominated as a member of the Council.
He was confirmed again by the Senate July 31. On August 8, he was des-
ignated as Chairman by the President.

Neil H. Jacoby, Professor of Business Economics and Policy, and Dean
of the School of Business Administration, University of California, Los
Angeles, was appointed by the President as the second member of the
Council, August 24. Mr. Jacoby took office September 15, 1953. Pro-
fessor Emeritus Walter W. Stewart, School of Economics and Politics,
Institute of Advanced Study, Princeton, New Jersey, was appointed by
the President as the third member of the Council, November 30. Mr.
Stewart took office December 2, 1953.

Immediately after Mr. Burns took office, six members of the staff of the
old Council of Economic Advisers, who had been assisting him as Economic
Adviser, were reappointed to the reconstituted Council, and the recruit-
ment of additional staff got under way. At present, the Council has a
staff of 30 persons, including full-time, part-time, and detailed personnel,
and consultants who report at frequent intervals. Fourteen members of
the staff are expert economists of proven competence, recognized for their
ability to engage in objective economic analysis.

Advisory Board on Economic Growth and Stability

An important feature of the reconstituted Council was not specifically
spelled out in Reorganization Plan No. 9 of 1953, although it was announced
in the President's Transmittal Message in which the President stated:

In order to make the work of the Council of Economic Advisers more effective
at the top policy level of the executive branch, I am also asking the heads of
several departments and agencies, or the representatives they may designate, to
serve as an Advisory Board on Economic Growth and Stability, under the
chairmanship of the Chairman of the Council of Economic Advisers. At all
times, close liaison must be maintained by the Council with all departments and
agencies, and with interdepartmental committees, especially the National Ad-
visory Council on International Monetary and Financial Problems.

It is contemplated that the Advisory Board on Economic Growth and Stability,
supported by the existing staffs of the various departments and agencies, will
meet frequently, and through its Chairman will keep me closely informed about
the state of the national economy and the various measures necessary to aid in
maintaining a stable prosperity.

The agencies designated, June 6, 1953, to be represented on the Board,
and the officials subsequently designated to serve on the Board, are as
follows:

Department of the Treasury—Marion B. Folsom, Under Secretary
Department of Agriculture—True D. Morse, Under Secretary
Department of Commerce—Walter Williams, Under Secretary
Department of Labor—Rocco Siciliano, Assistant Secretary
Bureau of the Budget—Paul L. Morrison, Assistant Director
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Board of Governors of the Federal Reserve System—Abbot L. Mills,
Member of Board

The White House Office—Gabriel Hauge, Administrative Assistant to
the President

Council of Economic Advisers—Arthur F. Burns, Chairman
Since its establishment, the Advisory Board on Economic Growth and

Stability has met regularly once a week, and at times more frequently.
Representatives of other interested departments and agencies have from
time to time joined in the deliberations of the Board. The Board has been
an effective body for reviewing and evaluating economic programs and
policies of the Federal Government, and for considering measures designed
to strengthen the economy. It has also proved effective in achieving a
mutual understanding necessary for coordinated action of the various
departments and agencies to accomplish the objectives of the Employment
Act of 1946.

The Board is essentially a committee advisory to the Council. It is
designed to meet a very concrete need in government, namely, to provide
a forum at which thinking on economic policy of the various departments
and agencies can be compared and coordinated. It expresses the principle
that there should be one place in government at which all questions con-
cerning the maintenance of production, employment, and economic growth
shall be considered. Because of the Board, the Council is now in a better
position than formerly to review and evaluate the current economic situation
and to formulate plans to cope with various economic contingencies.

Auxiliary Staff Committee
As an adjunct to the Advisory Board, there has been established an

Auxiliary Staff Committee made up mainly of members of the senior staff
of the departments and agencies represented on the Advisory Board. The
members of this Auxiliary Staff Committee jointly review and analyze
proposals to be presented to the Advisory Board. Individually, they brief
Board members in advance on issues to be considered at Board meetings.

The Auxiliary Staff Committee also provides a channel for tapping the
resources of the collaborating departments and agencies represented on
the Advisory Board. The Committee meets frequently with the Council.

Members of the Committee and the agencies they represent are as
follows:

Ewan Clague, Commissioner, Bureau of Labor Statistics, Department
of Labor

Neal J. Hardy, Assistant Administrator, Division of Plans and Pro-
grams, Housing and Home Finance Agency

J. Weldon Jones, Economic Adviser, Bureau of the Budget
Don Paarlberg, Assistant to the Secretary of Agriculture
Louis Paradiso, Chief Statistician, Office of Business Economics, De-

partment of Commerce
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Winfield W. Riefler, Assistant to the Chairman, Board of Governors
of the Federal Reserve System

Dan T. Smith, Assistant to the Secretary of the Treasury
Ralph A. Young, Director, Division of Research and Statistics, Board

of Governors of the Federal Reserve System

Task Forces
In addition to the Auxiliary Staff Committee, Interagency Task Forces

were established during September 1953 for an intensive study of measures
to promote the stability and growth of our economy and specific economic
programs and policies to be pursued in the event of a general slowing down
of economic activity. The chairman of each task force is a senior member
of the Council staff, and the task force consists of experts of the various
Government agencies which have interest and competence in the specific
programs and policies being examined.

Thus far, task forces have examined the economic potentials of programs
for home modernization and repair; Federal credit aids to construction;
public works programs; unemployment compensation; tax revisions; com-
munity and business programs to expand employment; and programs to
strengthen our financial system. Task forces will be organized to explore
other areas of economic policy, as needed.

The reports of the task forces include specific recommendations of actions
to be taken to promote the growth and stability of our economy, and to
avert developments detrimental to our economic and social welfare. The
reports are then reviewed and evaluated by the Auxiliary Staff Committee.
The recommendations of this Committee are taken into account in redraft-
ing the reports for submission to the Advisory Board.

All major fields of economics under continuous review

Staff assignments are made by the Council so that developments in every
major field of economics embraced by the Council's responsibilities—
national income, public finance, money and banking, business organization,
construction and public works, manpower, agriculture, international trade
and finance, technology, social security, prices, productivity, etc.—are under
the watchful eye of an expert. Staff members, some of whom cover more
than one field, are responsible in their respective fields for eliciting the
cooperation of government and non-government experts and specialists in
analyzing and evaluating the significance of current developments.

Senior members of the staff, including those on loan as well as consultants,
are as follows: Asher Achinstein, Melvin G. de Chazeau, Frances M.
James, Albert R. Koch, Clarence D. Long, David W. Lusher, Robinson
Newcomb, William H. Nicholls, Alfred Reifman, Raymond J. Saulnier,
Louis Shere, Irving H. Siegel, Collis Stocking, and Robert Triffin.

Consultants

Through the use of consultants, the Council is able to secure the advice
and assistance of outstanding experts who, because of other obligations,
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are unable to serve the Council on a full-time basis. These experts con-
tribute greatly to the work of the Council. The Council benefits from their
experience and research studies, many of which they have made prior to
becoming consultants. The results of these studies are made available to the
Council in conferences, memoranda, and reports.

Cooperation
The Council has enjoyed full cooperation from other Government

agencies. Participation on the task forces has not been limited to the
agencies represented on the Advisory Board. Other agencies have made
members of their staffs available to work on special problems at the request of
the Council. In addition, all agencies have shown a gratifying willingness
to obtain, assemble, and speed up the preparation of data needed by the
Council. Special recognition is due the technical staff of the Departments
of Agriculture, Commerce, Labor, State, and Treasury, the Bureau of the
Budget, the Board of Governors of the Federal Reserve System, and the
Department of Health, Education and Welfare.

The Council has also received willing cooperation from educational in-
stitutions, business and professional groups, and labor and management or-
ganizations. Officials of the American Farm Bureau Federation, American
Federation of Labor, the Congress of Industrial Organizations, the United
States Chamber of Commerce, the Committee on Economic Development,
and a number of trade associations have given generously of their time in
considering subjects with which the Council has been concerned. Plans
are being made to extend and to formalize future working relationships
with such groups. The Council intends in this way to obtain a balanced
cross-section of opinion on economic developments and on recommenda-
tions of measures to promote the health of our economy.

The National Bureau of Economic Research has undertaken at its own
expense, at the request of the Council, a basic study of economic fore-
casting techniques. Both the National Bureau and the Brookings Institu-
tion have made conference facilities available to the Council so that the
best thinking in the country may be brought to bear on the problems con-
sidered by the Council.

The Council has received assistance from the Joint Committee on the
Economic Report and its staff and, in turn, has continued to prepare Eco-
nomic Indicators which is published monthly by the Committee. The con-
tinuous informal interchange of points of view on economic developments
between the Council and the Joint Committee and its staff adds to the
effectiveness of the Council.

Without this extensive cooperation and assistance, it would be impossible
for the Council to carry out its responsibilities effectively with its small staff.

Council budget for fiscal year 1954

The Council requested a budget of $300,000 for the fiscal year 1954.
The House of Representatives provided for an appropriation of $200,000,
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plus the unobligated balance of funds, amounting to approximately $25,000,
appropriated for salaries and expenses of an Economic Adviser to the Presi-
dent in the Second Supplemental Appropriation Act, 1953. The Senate in-
creased the amount to $275,000, plus the unobligated balance. This amount
was agreed to in conference.

The Director of the Budget Bureau has deducted $20,000 from the total
and set it aside in a reserve. Since receiving the appropriation, the Council
has moved cautiously in selecting its staff, and has carried forward its work,
in accordance with Reorganization Plan No. 9, with a determination to keep
all expenditures down to a minimum to avoid requesting the release of any
of the Budget Bureau reserve.

Council budget for fiscal year 1955

The Council has requested a $25,000 increase in its budget for the fiscal
year 1955. This increase will permit a balancing and strengthening of the
staff which has been determined to be necessary on the basis of experience
gained since the Council was reconstituted under Reorganization Plan No. 9
of 1953.
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