
S I N C E the Council of Economic Advisers is set up as a small study and 
advisory staff within the Executive Office of the President and is not 
charged with administrative duties, little is called for by way of an opera-
tive or "housekeeping" report. In our first annual report to the Presi-
dent we explained briefly our initial organization and working arrange-
ments. Further developments down to the end of our first full year of 
operation are described in the first section of this report. Section II 
resumes the discussion of the economic philosophy of the Employment 
Act of 1946, which was begun in the Council's first annual report. 

I. Progress of the Council's 
Organization and Work Program 

At the time of its first annual report in December 1946, the Council 
of Economic Advisers had been able to assemble only a skeleton staff of 
seven full-time and four part-time economists and statisticians. With 
their help we undertook our statutory assignment "to assist and advise the 
President in the preparation of the Economic Report" which he presented 
to the 80th Congress when it convened in January 1947. The incomplete 
state of our organization at that time was due in part to a desire to gain 
greater familiarity with the precise character of our staff requirements 
before committing ourselves to a particular range and grouping of special-
ized jobs. In part it was due to the slowness with which appointees 
wrhom we desired to employ could be released from responsible posts in 
which they were already established. 

Even in the new year, as we organized for the next annual objective 
of the President's Economic Report to be presented in January 1948, 
the process of appointment has been slow. The staff included only 5 
senior economists full time, and 5 part time, 3 junior economists and 
statisticians, and 12 secretaries and clerical and administrative assistants 
on April 24 when we presented our budget justification to the Appropria-
tions Committee of the House. That was a total force—from chairman 
of the Council to messenger—of 28 persons on full time and 5 part-time 
employees. The total salaries of the latter were equivalent to the pay 
of one additional full-time worker. 

Under section 4 (f) of the Employment Act, salaries of Council mem-
bers and employees on its staff are limited to a total sum not to exceed 
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$345,000 for each fiscal year, and in our first annual report we referred 
to this as "a limitation which the Council considers very salutary and 
hopes to see maintained in future." In our estimate for the new fiscal 
year as submitted to the Appropriations Committee of the House, we 
indicated a hope of completing our staff by the end of June 1947 on a 
basis of 48 staff employees with aggregate salaries for a full year of 
$273,000. We proposed to continue on that basis without further ex-
tension throughout the fiscal year 1948. In practice, however, the care 
with which we have proceeded in making staff selections has kept us still 
below that number. 

This organization plan and budget provides for 10 areas of work cov-
ering the following fields: labor force and labor relations; plant 
capacity, investment, and management; agriculture and food; flow of 
income, goods, and services; price relations and price policies: inter-
national economic relations; development of human and material re-
sources; construction and public works; veterans, social security, and 
welfare; and taxation, debt management, and banking. 

Each area is to have a top staff specialist at the "Professional-8" grade. 
Eight of these posts are now filled and one appointment is pending. To 
assist this top staff group, we have appointed nine economic and statis-
tical workers, four at the P-6 grade, three at P-5, and two at P-4. In 
the clerical and administrative ranks we have one at CAF-15, one at 
CAF-10, and 18 others distributed over grades CAF-4 to 8. Two 
messengers complete the Council's total personnel of 42. 

BUDGET 

The Seventy-ninth Congress had made a total appropriation of 
$275,000, including salaries, equipment cost, and operating expenses 
for the part year fiscal 1947 (the Council was not sworn in until August 9, 
1946). Owing to the deliberation and frugality with which we had 
proceeded in perfecting appointments and making expenditures during 
our first year, we indicated in our budget statement of March 1947 that 
we were quite sure of returning an unexpended balance of at least $77,000 
from our first year's appropriation. In fact, we did return over $90,000 
on June 30. 

The Independent Offices Appropriation Bill, passed by the House 
on July 30, 1947, reduced the Council's total budget from the $400,000 
we requested to $350,000. With this sum available, we hope to be 
able to maintain an average of 45 persons all told during the current 
fiscal year. We shall have $32,000 available for travel of Council mem-
bers, staff, and consultants whom we need to bring to Washington, and 
for printing, supplies, communications, and contract services. We have 
made a budget request for $400,000 for the fiscal year 1949. 
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RELATIONS W I T H OTHER GOVERNMENT AGENCIES 

Our first report explained that the Council does not do original fact 
gathering or technical processing or initial interpretation of these data. 
We draw upon the rich stores of such material developed in the ex-
tensive statistical and economic agencies in many divisions of the Gov-
ernment. In selecting and combining factual material and analyses 
and streamlining them for the President's use in shaping a coordinated 
national program, we have had the hearty cooperation of all Govern-
ment agencies. By participating in, and at proper times promoting, 
interagency professional conferences, we believe our Council can help 
toward deeper understanding of the practical operating problems of 
our dynamic economic life and better agreement as to effective ways of 
dealing with them. The structure and functioning of our Nation, con-
sidered as an infinitely complex but integrated economic organism, has 
been given all too little study on the scientific plane, detached from 
partisan or group interest. 

At the top policy-making level, too, in the various Government depart-
ments and independent agencies, the Council desires and needs to have 
a cordial and frank exchange of views. Only so shall our conclusions 
reflect clear and intimate understanding of the special problems of con-
cern to agriculture, commerce, labor, and finance. And only so shall 
the conclusions of the agency heads as to how the proper economic 
interests of the respective groups are to be adequately and perma-
nently advanced be based on a sound understanding of interrelations 
of special industries or factors in the total economy. 

The establishing of this sort of relationship in the coordination of 
national economic policy has been auspiciously begun through informal 
consultation between the Council and Cabinet Members, the Director 
of the Budget, and other agency heads. In more formal fashion, it has 
been achieved through periodic attendance of Council members at Cab-
inet meetings to participate in round-table discussion of materials and 
conclusions being offered for the President's use. 

RELATIONS W I T H NON-GOVERNMENT AGENCIES 

A somewhat parallel procedure is followed as to private agencies or 
organizations in the field of business, labor, agriculture, and organized 
consumer groups. Many of them have research departments or other 
systematic means of gathering and analyzing statistical, accounting, or 
technical data which are pertinent to our studies. Our staff, by 
acquainting themselves currently with this material and the interpreta-
tions being placed upon it by the respective corporations, unions, or 
associations secure useful checks upon data and analyses derived from 
governmental sources. 
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Here, too, when it comes to the matter of final evaluation at the policy-
recommending level, the Council members themselves seek a frank ex-
change of views with the official heads of nongovernmental agencies. 
One of the principal means being developed for this purpose is a series 
of consultative meetings held around the Council's conference table, 
to which we invite the heads of the principal business organizations, 
major unions and their federations, national farm organizations, con-
sumer bodies and representatives of State and local governments. These 
meetings have been friendly and stimulating—we hope to both parties. 

A type of relationship with outside agencies which we believe will 
prove particularly fruitful in the work of the Council covers special 
research on problems arising in connection with the Council's reports. 
While, as indicated above, we utilize to the fullest extent possible, the 
results of investigations already made or in process by Government agen-
cies or outside organizations, there are times when we find it necessary 
to broaden the inquiry, push it a little deeper at some point, or give 
it a somewhat new direction in the light of the policies enunciated in the 
Employment Act. We believe that maximum results from a minimum 
expenditure will be secured in such instances if we make research con-
tracts with existing research agencies or university groups who are 
specially qualified to develop the particular line of inquiry which 
we wish to see pushed further than the resources of our limited staff 
permit. We believe that such relations also will improve the under-
standing of the work of the Council on the part of academic and com-
mercial organizations over the country and tie our work more closely to 
the thinking of persons outside the Government. To this end, we have 
included an item of $40,000 in the budget for the next fiscal year, and a 
number of such contract research needs are now being examined. The 
various relationships of the Council are shown in the chart on page 5. 

REPORTS 

The Employment Act requires that "the President shall transmit 
to the Congress at the beginning of each regular session" an annual 
economic report which will review the economic state of the Nation and 
present his economic program for the ensuing year. He "may transmit 
from time to time to the Congress reports supplementary to the 
Economic Report." In the light of popular interest in, and discussion 
of, the first annual Economic Report of the President presented 
on January 8, 1947, it seemed advisable to the President and the Council 
to present a midyear report reviewing developments of the first half year 
and highlighting the major problems by which the country would be 
confronted during the remainder of the year. The Council therefore 
prepared detailed analytical and statistical materials for the President's 
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use in this connection, and on July 21 he presented a midyear report to 
the Congress comparable in general content to his report of January 8, 
but not embodying specific recommendations for Congressional action. 

In addition to assisting and advising the President in the preparation 
of this midyear report, the Council submitted a brief memorandum at 
the end of the first quarter and again at the end of the third quarter in 
the nature of a progress report and appraisal of short-run trends and 
immediate problems. At the request of the President, the Council met 
with the Cabinet just after the submission of each of its quarterly reports 
to the President and discussed these issues with the Cabinet members and 
a few invited agency heads. 

MECHANICS OF THE EMPLOYMENT A G OF 1946 

COUNCIL OF ECONOMIC ADVISERS 
JOINT COMMITTEE 

ON THE ECONOMIC REPORT 

REPORTS TO CONGRESS ITS FINDINGS AND 

RECOMMENDATIONS WITH RESPECT TO THE 

ECONOMIC REPORT 

FEDERAL AGENCIES 

PRIVATE RESEARCH AGENCIES 

INDUSTRY 

AGRICULTURE 

LABOR 

CONSUMERS 

STATE & LOCAL GOVERNMENTS 

• SERVICES, FACILITIES AND INFORMATION 

ADVISORY COMMITTEES AND CONSULTANTS 

On June 22, the President designated the Council of Economic 
Advisers as one of three agencies to make a comprehensive study 
of American proposals for foreign aid, particularly as embodied in the 
Marshall Plan. The Council was asked to present an analysis of the 
impact on our economy of such a program following an interdepart-
mental study of American resources conducted under the direction of 
the Secretary of the Interior and preliminary to a report recommending 
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the amount and character of aid which we could "wisely and safely" 
grant. This latter report was to be prepared by a committee of nine-
teen distinguished citizens under the direction of the Secretary of 
Commerce. 

Pursuant to this instruction from the President, the Council sub-
mitted on October 28 an 80-page mimeographed report (together with 
32 pages of statistical appendices). Besides this formal report, the 
Council had from the beginning collaborated with the interdepart-
mental committee under the Secretary of the Interior and the citizens' 
committee under the Secretary of Commerce so that all three reports 
should be coordinated as perfectly as possible. We also loaned one 
member of our staff to the staff of the citizens' committee for a period 
of 3 months. 

In addition to the report on the foreign aid program, which was 
completed during this year, the Council has been working on a report 
of Federal grants-in-aid which was assigned to us in the first Economic 
Report of the President and on a study of guaranteed wage proposals. 
The latter subject had been investigated at considerable length by the 
Advisory Board of the Office of War Mobilization and Reconversion 
and a preliminary report prepared for it was referred to us by the 
President when the Advisory Board was dissolved last spring. Com-
pletion of our report on this subject was delayed by the need to turn 
aside to make the foreign aid study, but the report will be presented as 
early as possible in 1948. 

The Employment Act states: "The Council shall make an annual 
report to the President in December of each year," but is silent as to its 
scope or character. It is our belief that something more than a routine 
recital of the year's work, such as is given above, might be expected in 
our annual reports. We have been charged with the responsibility of 
exploring the practical meaning, under progressively unfolding circum-
stances, of a broad national economic policy as declared in the Employ-
ment Act and the techniques by which that policy may most surely and 
fully be carried out. This challenges us and our staff, indeed economists 
generally, to rethink our principles and their application to the purposes 
declared in the act. No" less does it challenge business executives, union 
officials, and agricultural leaders to reexamine their operative policies 
and practices and the premises on which they rest. 

By consultation with all these groups and through studies within the 
Council we hope gradually to develop clearer understanding of the basic 
problems of how a modern industrial society can keep its complicated 
machinery of production, distribution, and consumption going steadily 
and efficiently. The progress of our thinking on these issues will be 
shown in successive reports of the Council to the President. 
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