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From the President's Budget M e s s a g e 

"A government that is strong, a government that is solvent, a gov-
ernment that is compassionate is the kind of government that endures. 

There is no inconsistency in being prudent and frugal, in being 

alert and strong, and in being sensitive and sympathetic to the unfilled 

needs of the people. 

This is the objective of this Administration. It is an objective that 

will be met." 

A* 

J A N U A R Y 2 1 , 1 9 6 4 . 

Portions of the President's budget mes-
sage are reprinted beginning on page 65. 
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THE BUDGET PROCESS 

THE PRESIDENT 
Review! the Nation's Need i 
Formulate! Policies 
Prepeiei the Budget 

THE CONGRESS 
Conilderi the Budget 
Authorliei Programs 
Appropriates Fundi 
Enact! Tax Law! 

FEDERAL AGENCIES 
Make Contract! 
Purehaie Goodi 
Employ Worker! 
Perform Service! 
Pay Peniloni, Benefit!, Etc. 

THE TREASURY 
Collect! Taxei 
Payi the Bills 
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Introduction 

W H A T IS THE BUDGET? 

The budget serves several purposes. It is both a financial report and 
a plan for the future. It is also a request for legislation, since con-
gressional approval is necessary if the proposals in the budget are to be 
carried out. Further, it is an important aid in the management and 
administration of the Government's activities. Finally, it is an eco-
nomic document, for it must take into account the many ways in which 
Government taxation and spending affect the operation of our eco-
nomic system. 

The budget is presented to the Congress each January, 6 months 
before the start of the fiscal year, which extends from July i to the 
following June 30 and is designated by the calendar year in which 
it ends. Congress considers the budget and votes new obligational 
authority and new revenue measures. Once granted authority, Fed-
eral agencies may obligate the Government to make the payments 
necessary to carry out the authorized programs. However, there may 
be a considerable interval between the time Congress votes the spend-
ing authority and the time the payments are actually made. 

The totals discussed in the budget include both the amounts con-
tained in the administrative budget (explained in part 3) and the 
money paid into and spent out of Government trust funds (such as 
social security and Federal aid to highways). 

The budget is often discussed in terms of its effect on the economy 
or the gross national product. The gross national product is the total 
value of all goods and services that the Nation produces in a single year. 
It includes purchases of goods and services by consumers, businesses, 
foreigners, and Federal, State, and local governments. 

Additional information on the budget process and the relation of 
the budget to the economy is provided in this booklet. 
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Part 1 Budget Highl ights 

THE BUDGET P R O G R A M FOR 1965 

The budget of the United States for 1965 presents the President's 
proposals for using the financial resources of the Federal Government 
to meet the Nation's responsibilities at home and overseas. These 
proposals reflect a determined effort to continue building our military 
strength; to bolster the foundations of freedom around the world; to 
advance the Nation's knowledge of the vast and mysterious frontier of 
space; and to satisfy high-priority domestic needs. 

The budget provides resources for initiating a major new attack on 
poverty in the United States. It proposes that the Federal Govern-
ment join forces with State and local governments to strike at the 
sources of chronic poverty—inadequate education, training, health, 
housing, and job opportunities. 

In advancing his proposals, the President has stressed economy and 
improved management of Government programs. During 1965, Fed-
eral employment will be lower than in 1964. Total cash payments 
will remain unchanged; but within that total, expenditures by the 
social security and other trust funds will rise, while administrative 
budget expenditures will decline. 

This budget, and this year's legislative 'program, are designed 
to help each and every American citizen fulfill his basic hopes— 
his hopes for a fair chance to make good; his hopes for fair play 
from the law; his hopes for a full-time job on full-time pay; his 
hopes for a decent home for his family in a decent community; 
his hopes for a good school for his children with good teachers; 
and his hopes for security when faced with sickness or unem-
ployment or old age.—From the President's State of the Union 
Message, January 8,1964. 
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For 1965, particular emphasis is being placed on reductions in in-

come taxes in order to promote a vigorous and noninflationary, full 

employment economy. Special attention has also been given to meas-

ures which will widen opportunities for all people to keep pace with 

our country's progress. 

The Jobs To Be Done 
The Federal Government's foremost responsibility is to safeguard 

the peace and security of the United States and to join other nations 
in safeguarding the free world. Correspondingly, the largest single 
category of expenditures is for defense programs. International pro-
grams complement the defense effort and support the cause of freedom 
around the world. 

The Government has undertaken in recent years the major task of 
exploring space and achieving a manned round trip to the moon dur-
ing this decade. Budgetary outlays for this purpose have been increas-
ing rapidly in recent years, and will continue to rise in 1965, but at a 
slower rate. 

On the domestic front, we face urgent and increasing needs in edu-
cation, community development, transportation, and manpower con-
servation, development, and training. We must also meet continuing 
responsibilities for. developing natural resources, encouraging com-
merce, promoting exports, providing improved health care for our 
citizens, and maintaining a strong farm economy. 

Enactment of the tax program now before the Congress is another 
essential task that must be completed. The economy has not been 
producing at its full potential in recent years, and unemployment has 
been much too high. If the Nation is to provide jobs for its new 
entrants to the labor force, if it is to reduce the number of people 
currently unemployed and underemployed, and if it is to promote 
an economic environment within which each family can achieve the 
dignity that accompanies self-sufficiency, the slack in the economy 
must be eliminated and economic growth must be accelerated. The 
tax proposal is a major step to this end. 

As the largest single user of national resources, the Government 
must constantly strive to increase the efficiency with which it conducts 
its business. Thrift and frugality are essential elements of a sound 
budget program. Dollars wasted either add unnecessarily to the tax 
burden or preclude more urgent Government expenditures. 
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How the Budget Meets the Country's Needs 

The 1965 budget calls for total payments to the public of $122.7 

billion. Total payments will remain unchanged from 1964 to 1965, 

despite unavoidable increases for carrying out programs under exist-

ing legislation, mandatory pay raises, higher payments of interest on 

the public debt, and for other past commitments which must be met. 

In the administrative budget, total expenditures have been reduced 

$500 million below 1964. 

Total receipts from the public in 1965 are estimated at $119.7 billion, 

$5.4 billion more than in 1964. The increase reflects anticipated higher 

production and earnings, yielding additional tax receipts which will 

be more than sufficient to offset the revenue lost temporarily, due to 

the proposed tax cut. Both receipts and payments include the activ-

ities of the social security, highway, and other trust funds that finance 

a large and important part of the activities of the Government. The 

estimated totals include receipts and payments based on both existing 

and proposed legislation. 

FEDERAL RECEIPTS FROM AND PAYMENTS TO THE PUBLIC 

[Fiscal years. In billions] 

Description 1963 1964 1965 
actual estimate estimate 

FEDERAL RECEIPTS 

Administrative budget receipts $86.4 $88.4 $93.0 
Trust fund receipts 27.7 30.2 30.9 
Deduct: Intragovernmental transactions 4.3 4.2 4.1 

Total receipts from the public 109.7 114.4 119.7 

FEDERAL PAYMENTS 

Administrative budget expenditures 92.6 98.4 97.9 
Trust fund expenditures 26.5 29.3 29.4 
Deduct: Intragovernmental transactions and other adjust-

ments 5.4 5.0 4.6 5.4 5.0 4.6 

Total payments to the public 113.8 122.7 122.7 

Excess of receipts ( + ) or payments ( — ) - 4 . 0 —8.3 — 2 . 9 
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The costs of programs recommended for 1965 are described in part 2 

of this booklet. Briefly, the expenditures include:1 

• $54.0 billion in the administrative budget for national defense, 

down $1.3 billion from 1964, and $16.1 billion for space and interest 

payments, up $1.0 billion from 1964. Together, these costs of pre-

serving the peace, exploring space, and paying interest—mostly on 

borrowing to pay for the Second World War—account for 72% of 

administrative budget expenditures. 

• $27.8 billion in the administrative budget for the rest of the activ-

ities carried out by the Government, down $0.2 billion from 1964. 

• $29.4 billion, outside the administrative budget, for the self-

financed social security, highway, and other trust funds, up $0.1 

billion from 1964. 

Apart from the space program and interest on the public debt, 

increased administrative budget expenditures are proposed for educa-

tion and manpower programs, the new program designed to help eradi-

cate poverty, and for the conservation of natural resources. These pro-

grams are vital to the Nation's welfare and growth. In addition 

to these and other increases in the administrative budget, cash 

1 T h e sum of the following figures exceeds the net total of Federal payments to the public, largely because some 

transactions, which take place wholly between one government agency and another, have not been eliminated. 
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payments to the public provide for expanded trust fund outlays, 
mainly for social security and highway construction. Such increased 
outlays are made possible, within an unchanged total, by decreases 
estimated in payments for national defense, the postal service, housing 
and other lending programs, farm programs, and veterans benefits. 

EFFICIENCY A N D ECONOMY 
The 1965 budget reflects the President's insistence on a most careful 

scrutiny of all Government programs in order to hold them to the mini-
mum amount consistent with national needs and responsibilities. 

The Government will set an example of prudence and econ-
omy. This does not mean we will not meet our unfulfilled 
needs or that we will not honor our commitments. We will 
do both.—From the President's address to the Joint Session of 
Congress, November 27, 1963. 

Management Improvement and Cost Reduction 

Major savings for the taxpayer are arising from a Government-wide 
program to improve organization, eliminate unnecessary procedures 
and paperwork, adopt more efficient techniques, and advance the 
productivity of employees. A few examples of the many achievements 
are: 

• A saving of more than $1 billion in the cost of the Defense Depart-
ment's logistical operations in 1963 as a result of a continuing cost 
reduction program. The goal of this cost reduction program is to 
achieve annually recurring savings of $4 billion by 1967, with-
out affecting combat strength. Civilian employment in the Depart-
ment is estimated to decrease by 10,000 in 1964 and by an additional 
17,000 in 1965. 

• A saving in 1963 of about 9,000 new postal employees who 
would have been required by the increased volume of mail and 
other services, had there been no increase in productivity and man-
agement improvement. There were actually fewer postal employees 
at the end of 1963 than at the beginning of the year. 
• An annually recurring saving of $11 million by the Internal Reve-
nue Service in 1963 due to management improvements, such as field 
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office realignments and a streamlined training program for revenue 
agents. 
• An estimated $30 million reduction in expenditures by the Atomic 
Energy Commission in 1964, stemming from improved processes 
and production techniques. 
• An 18% decrease in the number of man-years required to process 
a given number of checks and savings bonds in the Treasury Depart-
ment's Division of Disbursement. 

Government Civilian Pay Reform 
Pay legislation passed by Congress in 1962 for career employees was 

based on two principles: (1) Federal employees should be paid at rates 
comparable with those paid by private employers for similar work; and 
(2) Federal employees should receive equal pay for equal work, with 
differences in pay reflecting differences in work and performance. To-
gether, these principles provide the yardstick needed to determine an 
equitable pay scale and to attract and keep high caliber Federal em-
ployees. Present statutory rates fall short of this yardstick. The 1965 
budget includes allowances to raise pay of career employees, and to 
increase salaries for top positions in the executive branch, the Congress, 
and the Judiciary. 

RECEIPTS OF THE FEDERAL GOVERNMENT 
The largest source of Federal receipts is the individual income tax; 

the second largest is the income tax paid by corporations. The other 
major sources of revenue include employment taxes largely for social 
security, unemployment insurance deposits, gasoline and other excise 
taxes, customs duties, and estate and gift taxes. 

Tax Rates and the Economy 

Tax rates are established by law. Since the major taxes are levied 
as a proportion of income, the receipts of the Government vary from 
year to year as the Nation's income changes, even without any change 
in tax laws. For example, in periods of high employment, receipts 
will be high because more workers will be earning wages and will be 
paying higher income and social security taxes. Thus, the level of 
economic activity is a major factor in determining the amount of 
Federal receipts in a given year. 
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Lower Taxes for Faster Growth 

The tax system itself has an important influence on the level and 
rate of growth of economic activity. In recent years it has become 
clear that spending by consumers and business firms has been exces-
sively restrained by Federal, State, and local taxes. 

In order to ease this burden, the President is urging final con-
gressional action early this year on a major tax program, which was 
approved by the House of Representatives last year. This tax measure 
includes substantial reductions in every bracket of individual income 
tax rates, a decreased corporation income tax rate, and reform of the 
tax structure to lessen inequities, strengthen incentives, and spur eco 
nomic growth. 

The tax cut will result in smaller increases in revenues in 1964 and 
1965, than would have occurred with unchanged tax rates. However, 
over the long run, as the economy responds to the stimulus of a tax 
cut, rising economic activity will produce a sharper increase in revenues. 

FEDERAL RECEIPTS FROM THE PUBLIC 
[Fiscal years. In billions] 

Source 1063 1964 1966 
actual estimate estimate 

ADMINISTRATIVE BUDGET RECEIPTS 

Individual income taxes $47.6 $47.5 $48.5 
Corporation income taxes 21.6 23.7 25.8 
Excise taxes 9.9 10.2 11 .0 
Other 7.3 7.0 7.7 7.3 7.0 7.7 

Total, administrative budget receipts 86.4 88.4 93.0 

T R U S T FUND RECEIPTS 

Social security receipts 14.9 16.8 17.0 
Deposits by States, unemployment insurance 3.0 2.9 2.8 
Gasoline and other highway excise taxes 3.3 3.5 3.5 
Other 6.5 7.0 7.5 6.5 7.0 7.5 

Total, trust fund receipts 27.7 30.2 30.9 

Deduct: Intragovernmental transactions 4.3 4.2 4.1 

Total, receipts from the public 109.7 114.4 119.7 
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Federal Receipts 

Other Revenue Measures 

The President is requesting the Congress to enact a series of user 
charges designed to assure that groups or individuals who benefit 
directly from Government programs pay a more equitable share of 
the expenses of these programs. This recommendation relates princi-
pally to such services as use of the Federal airway system by commer-
cial and general aviation, and use of Government-maintained inland 
waterways. 

Above all, we must release $11 billion of tax reduction into 
the private spending stream to create new jobs and new markets 
in every area of this land. 

That tax bill has been thoroughly discussed for a year. Now 
we need action. The new budget clearly allows it. Our tax-
payers surely deserve it. Our economy strongly demand* if.— 
From the President's State of the Union Message, January 8, 
1964. 

THE BUDGET A N D THE N A T I O N A L ECONOMY 
Federal fiscal policies can contribute significantly to the health of 

the economy. This was recognized by the Congress in the Employ-
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ment Act of 1946, which gave the Government specific responsibility 
to promote maximum employment, production, and purchasing power. 

Government Expenditures and the Economy 

The discussion of the tax program, above, emphasized the important 
relationship between Federal receipts and the economy. Federal 
expenditures, as well as taxes, have an important impact on the national 
economy. 

For a better understanding of the impact of Federal activities, it is 
helpful to use a special set of figures. These figures (which represent 
the Federal sector of the national income accounts) measure receipts 
and expenditures as they enter the income and output flows of the 
economy. 

The figures show, for example, that the outlays of the Federal Gov-
ernment (on a national income basis) will total $121.5 billion in fiscal 
year 1965. Only $69.1 billion, however, will actually be used to buy 
goods and services needed to carry out the Government's programs. 

The remainder will be paid to meet other commitments. For ex-
ample, when the Government pays social security benefits to individ-
uals, it does not "buy" anything itself, and therefore it does not use up 
resources. It simply transfers social security funds to eligible benefi-
ciaries, who in turn purchase goods and services for themselves. 

Similarly, the Federal Government grants large amounts to the States 
to use for such purposes as highway construction and public assistance 
payments. Thus, expenditures that represent actual use of the cur-
rent output of the economy by the Federal Government itself are 
much smaller than total Federal expenditures. 

The Budget Prices, and the Balance of Payments 

In 1965, estimated Federal payments will exceed receipts by $2.9 
billion. In the present state of our economy, this deficit does not raise 
the threat of inflation. Government deficits could indeed contribute 
to inflationary pressures if they were incurred during periods of full em-
ployment, when the economy was already producing at full capacity. 
The Nation's current problem, however, is not that market demands 
are straining productive capacity, but quite the opposite—capable 
workers are idle, and efficient factories are not fully utilized for want 
of adequate markets. 
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Budgetary policy must also take account of the Nation's balance of 

payments problem. During recent years this country has paid more 

abroad (for private imports and investments, and for military expendi-

tures and other Government programs) than it has received from 

abroad (for exports, earnings on its investments, and repayments of its 

loans). This has occurred even though our exports of goods and 

services to the rest of the world typically exceed our imports. Costs and 

prices in the United States, however, have moved up less rapidly than 

those of most other nations in the past few years. In addition, specific 

measures—such as the encouragement of exports, a proposed tax on 

foreign securities sold here, and controls over Government spending 

abroad—have been taken to reduce the balance of payments gap. As 

a consequence, there has been a distinct improvement in our balance 

of payments. 

In the long run, a healthy balance of payments depends upon a 

growing and vigorously competitive economy. Current budgetary 

policies are aimed at restoring full employment and increasing the 

rate of economic growth. While more rapid economic expansion will 

tend to increase the Nation's imports, the swifter gains in productive 

efficiency and the greater productivity of domestic investment, which 

accompany full employment and rapid economic growth, will help 

our balance of payments position. 

MEETING N A T I O N A L NEEDS 
In 1940, this country had a population of 133 million. This year 

the population will be about 192 million, or 44% more. In calendar 
year 1940, the total output of goods and services of the Nation— 
the gross national product—amounted to $242 billion in real dollars 
of today's purchasing power. In calendar 1964, it is expected to reach 
$623 billion, or more than two and one-half times as much. 

Our society is undergoing many changes which affect the costs of 
government. In 1940, about 32 million motor vehicles were registered 
in the United States. In 1962, 79 million were registered. In 1940, 
there were 32,000 miles of Federal airways. In 1962, there were 137,000. 
In 1940, 56% of the population of the United States lived in urban 
areas. Today, about 70% of the population lives in these areas. In 
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Estimate 

Pwccnt Federal Payments 

1940, persons below 18 and over 64 years of age—the groups most 

associated with many needs for public services—constituted over 37% 

of the population. In 1963, 46% of the population was in these age 

groups. The number of such persons has expanded by 74% since 

1940 and will continue to grow at a rapid rate throughout the 1960's. 

Growth of the Federal Government 

Federal expenditures in recent years have risen because the Nation 

has become the leader of the free world and also because it has become 

more populous, mobile, urbanized, and complex. The expansion in 

outlays has been necessary not only for the Nation's defense and its 

increasing mastery of space, but also to furnish the services and benefits 

necessary to meet the requirements of a growing population in an 

increasingly interdependent society. 

The following examples serve to illustrate this point. In 1965 the 

volume of mail is expected to increase 2.8% over the current fiscal year; 

visits to our national parks will expand by 6%; the number of benefi-

ciaries under the old-age and survivors insurance program will go up by 

5 % ; the number of veterans or survivors receiving pensions is estimated 
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Selected Program Trends 
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to rise by 4%; aircraft landings and take-offs at airports with Federal 
towers are going up by 3.7%; the number of patent applications is 
rising by 2.3%; and the number of schoolchildren expected to partici-
pate in the school lunch program is estimated to rise by 5.3%. The 
rising prices the Government pays, including pay increases for Govern-
ment employees to keep pace with private wage rates, also require 
additional outlays over the long run. In 1965, however, increased 
productivity and other savings will offset the cost of rising workloads. 

THE FEDERAL BUDGET IN PERSPECTIVE 
Public Use of the Nation's Output 

In the decade ending in fiscal 1965, Federal purchases of goods and 
services are estimated to rise by 54%. In the same period the gross 

18 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



national product will rise by about 70%. Thus, the Federal Govern-

ment has been able to supply expanded public services while its 

purchases have been declining as a proportion of G N P — f r o m 12% in 

1955 to less than 1 1 % in 1965. 

Al l levels of government have experienced growing public needs, 

requiring them to increase their purchases of goods and services. 

This increase has been particularly rapid for State and local govern-

ments. 

Compared to the rise in Federal purchases of goods and services of 

54% since 1955, purchases by State and local governments will increase 

by an estimated 123%. The Federal Government's proportion of the 

output bought by all levels of governments will fall from 61% in 1955 

to 52% in 1965, as State and local governments continue to use a 

relatively increasing share of the resources used by governments. 

Based on recent experience, the increase in State and local purchases 

of goods and services in 1965 will be over $4 billion, in contrast to 

$1.3 billion estimated for the Federal Government. 

Federal Debt, Purchases, and Employment Down Relative to Total Economy 

19 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Government Civilian Employment 
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Public Use of the Nation's Labor Force 

The same relative trends are alio visible in Government employ-

ment, Although Federal civilian employment in the executive branch 

is estimated to rise by 6% in the decade since 1955, the employment 

of State and local governments will rise by about 65%, In 1955, the 

Federal Government employed 33% of all civilian government em-

ployees. In 1962, it employed 27%. Federal civilian employment is 

estimated to decrease by 1,200 employees from 1964 to 1965, State and 

local governments, on the other hand, have added in each of the last 

5 years about 300,000 employees, 
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INVESTMENTS O N B E H A L F O F THE N A T I O N 

The United States Government does not follow the practice of 

budgeting separately for capital investments and current outlays, but 

combines both capital and current operating expenses in a single 

budget. However, data are made available in the budget to show the 

sizable expenditures for loans, public works, and similar assets of an 

investment nature. Expenditures for other developmental purposes— 

such as those for education, training, and research—are also grouped 

and shown separately. 

The 1965 budget includes payments of $8.9 billion for civilian 

investment outlays and $7.9 billion for other developmental programs 

including space activities. These programs will help the Nation 

directly or indirectly to increase its output and accelerate long run 

economic growth. They amount to about one-seventh of total Federal 

payments, and about 25% of nondefense outlays. These payments 

are for Federal civil public works, for highways and similar additions 

to the Nation's physical assets, and for loans to help finance activities 

Additions to Non-defense Assets 

$ Bill ion. 

( $ 8 . 9 g 
Loans and 
Financia l 
Investments O t h e r 

A s s e t s 
G r a n t s f o r ' 
O t h e r S t a t e - L o c a l 
Pub l ic W o r k s 

D i r e c t F e d e r a l 
P u b l i c W o r k s 

H i g h w a y G r a n t s 
t o S t a t e s 
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FEDERA P V 
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such as rural electrification, housing, farm operations, college dormi-

tory construction, and small business operations. Also included are 

payments which contribute to the economic growth of our country 

through programs for the promotion of education, training, and health 

and through scientific research and development, 

THE PUBLIC DEBT 
The public debt is estimated to increase by $5.2 billion during 

1965, T o make possible the issuance of Government bonds for 

financing the deficit, the Congress will be asked to enact an increase 

in the debt limit. 

The debt was incurred primarily in World War IL In 1939, the 

debt was $40,4 billion. By 1947, it had risen sixfold to $258,3 billion. 

Eighteen years later, at the end of 1965, it will have risen to $317 billion, 

23% above 1947—a rise of over 1 % a year. Between 1947 and 1963, 

the gross national product increased by 155%, Thus, in proportion 

to GNP, the Federal debt fell from 116% in 1947 to 54%, and this ratio 

is expected to continue its decline. 

During the postwar period, business corporations have increased 

their net debt by 240%, consumers by 500%, and State and local 

governments by 470%, 

0 
1948 1945 
fitcal Y e a n 

Public Debt 
of GT D M National Product 
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Net Public and Private Debt 

A t the end of calendar 1963 the Federal debt was $309 billion. 

About 30% of this was held by the social security and other trust 

funds, Federal agencies, and the Federal Reserve banks. The re-

mainder was held by the general public. Individuals directly owned 

approximately $67 billion; and—in their role as depositors and stock-

holders in banks, shareholders in savings institutions, and owners of 

insurance policies—shared in the interest earnings on the approxi-

mately $94 billion held by these institutions. State and local govern-

ments owned $21 billion of Government securities, as did business 

corporations, while another $16 billion was held by foreign owners. 
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Part 2 Federal Act iv i t ies by Function 

As an aid to understanding, the wide variety of activi-

ties carried on by the Federal Government are grouped 

according to the functions shown on the chart below. 

Al l programs which serve the same general purpose are 

shown together, even if they are carried on by different 

agencies. 

The only activities not classified by purpose are those 

covered under special allowances, which are estimated to 

total $1.1 billion in 1965. These allowances provide for 

a major new program to attack poverty, adjustments to 

Federal civilian pay, the promotion of economic develop-

ment of the Appalachian region, and an allowance for 

contingencies. 

Expenditures for the 12 major functions of the Govern-

ment are summarized in this section. 

1965 Expenditures by Function 

* Excess o f r e c e i p t s , e x p l a i n e d in t ex t 

1 
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S p a c e Research a n d 
T e c h n o l o g y 
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I n t e r n a t i o n a l 

G e n e r a l G o v e r n m e n t 
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E d u c a t i o n 

H o u s i n g a n d C o m m u n i t y 
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N A T I O N A L DEFENSE 

1 9 6 5 Expenditures ^ b I u ! ^ 

The Nation has developed a formidable array of military forces, 
capable of responding effectively to challenges ranging from nuclear 
attack to guerrilla warfare. To accomplish this, there have been large 
increases in defense expenditures in the past 3 years. Although con-
tinued improvements will be made in our defense capability, expendi-
tures for national defense are estimated to fall to $55.2 billion in 1965, 
about $1 billion below the estimate for 1964. 

The reduction reflects the diminishing need for further large addi-
tions to our present and planned forces, substantial economies in 
procurement and operations, and careful screening of existing and pro-
posed programs. Expenditures estimated for 1965 include $52.4 billion 
for the military activities carried on by the Department of Defense, 
including military assistance, $2.7 billion for atomic energy programs, 
and $44 million for other defense-related activities. 

Department of Defense—Military 

The Department of Defense carries out ten major programs which 
provide the military diversity and flexibility required for the security of 
the Nation: 

(1) Strategic retaliatory forces, including manned bombers, inter-
continental ballistic missiles, Polaris missile-launching submarines, and 
the varied facilities, such as communications, needed to control these 
forces. 

(2) Continental defense forces, which combine warning systems 
against missile or manned aircraft attack with the means to resist an 
attack, such as interceptor aircraft and ground-to-air missiles. 

(3) General purpose forces, which combine ground, air, and sea 
forces equipped and trained to cope with conventional or brush-fire 
wars. 

(4) Airlift and sealift forces to move our combat forces quickly 
wherever they are needed. 

(5) Reserve forces to provide swift additional strength to the regular 
forces when needed. 

(6) Research and development activities on which the continued 
effectiveness of all the defense forces depends. 
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(y) General support activities, which include training, intelligence 

and security, Defense-wide supply, and housing and medical care for 

military personnel. 

(8) Retirement pay for military personnel. 

(9) Civil defense activities, including the development of warning 

and fallout shelter facilities, to increase the chances of survival in the 

event of nuclear attack. 

(10) Military assistance, under which military equipment, training, 

and related services are provided to other nations to bolster the col-

lective security of the free world. 

T o carry these programs forward, the Department of Defense will 

make expenditures to purchase equipment, pay military personnel, 

operate and maintain equipment and facilities, conduct research and 

development, and build necessary facilities. 

National Defense 

DEPARTMENT Q f DEFENSE—MILITARY 

I Administrative Budget : Trust Funds 

| MILUONS 

14,785 

14.460 
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Purchase of weapons and equipment.—We now have more than 

600 operational long-range ballistic missiles and about 1,000 strategic 

bombers. These forces represent a strong deterrent to nuclear attack. 

The 1965 budget provides for procurement of additional Minuteman 

missiles, bringing the number approved through fiscal 1965 to 1,000. 

Our potent limited war capability will also be improved through addi-

tional purchases of modern weapons, ammunition, and equipment. 
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For example, six new nuclear attack submarines, additional destroyer 

escorts, and modern fighter aircraft will be purchased in 1965. Addi-

tional jet transports will also be acquired to increase further the 

mobility of our forces. 

Military personnel.—Active duty personnel of the Army, Navy, 

Marine Corps, and Air Force will total 2.7 million by the end of 1965. 

The reserve components of these services will increase to 987,500 at 

that time. To keep military pay scales abreast of changes in compensa-

tion in private business, the Congress will be requested to approve a 

pay increase to become effective on October 1, 1964. Expenditures for 

this increase are estimated at $136 million in fiscal year 1965. 

Operation and maintenance.—Equipment and facilities must be 

maintained in a high state of readiness to meet combat or training 

needs. Expenditures are estimated to increase by $408 million in 1965, 

mainly because of the higher operating costs associated with sophis-

ticated modern weapons and equipment, and pay increases required by 

law for civilian employees of the Department of Defense. 

Research and development.—Expenditures in 1965 for research 
and development are estimated to decline by $363 million from 1964, 
reflecting the near completion of a number of major weapons systems 
and the cancellation of others. However, work will continue on a 
wide range of weapons, equipment, and techniques to enable our 
forces to meet new threats. For example, current projects include 
the large booster rocket for the space program (Titan III), a ballistic 
missile defense system (Nike X), a new jet cargo aircraft, devices to 
aid our missiles in penetrating enemy defenses, vertical takeoff fighter 
and transport aircraft, antisubmarine warfare weapons, and a medium-
range ballistic missile. 

Military assistance.—This program of assistance to more than 60 
allied and friendly nations is a recognition of the mutual benefits which 
flow from united resistance to aggression. Our European allies now 
pay nearly the full cost of their own forces, and also provide military 
aid to other nations. Approximately 70% of our military assistance 
program now goes to nine key countries on the periphery of the Soviet 
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Union and Communist China: Greece, Turkey, Iran, India, Pakistan, 
Thailand, Vietnam, Nationalist China, and the Republic of Korea. 
In the developing nations of Latin America and Africa, our program 
aims at strengthening internal security and promoting civic action 
projects. 

Civil defense.—An effective civil defense program is an important 
part of our total defense effort. Federal assistance for fallout shelters 
in public buildings and nonprofit institutions has been proposed. 
The 1965 budget also provides for continued work- on warning sys-
tems, training programs, equipment for measuring radiation, emer-
gency centers for Government operation, and continuation of the 
nationwide shelter survey. 

Military construction and other.—The budget for 1965 provides 
for the construction of additional underground missile-launching sites, 
maintenance facilities, troop housing, and research and development 
facilities. Funds are being requested for construction of 12,500 new 
family housing units for Armed Forces personnel. 

Atomic Energy 

The Atomic Energy Commission is responsible for developing and 
producing nuclear weapons and other military applications of nuclear 
energy, adapting atomic energy to peaceful uses, and conducting basic 
research. Expenditures in 1965 will decline bv $65 million, due mainly 
to decreases in the procurement of uranium and in the production of 
special nuclear materials. However, several research and development 
programs will increase. Continued emphasis will be given to power 
reactors which produce more fuel than they consume ("breeders"), 
compact nuclear electric power units for use in space, and research 
in the physical and biomedical sciences. Basic research capacity will 
be expanded by construction of the world's finest research reactor at 
Argonne National Laboratory near Chicago. 

Defense-Related Services 

These programs include the Selective Service System, the stockpile 
of strategic and critical materials, the expansion of defense produc-
tion, and the emergency preparedness programs of agencies other 
than the Department of Defense. 
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INTERNATIONAL AFFAIRS A N D FINANCE 
i 0 / c c j - t /Administrat ive Budget. • $ 2 . 2 Billion 
1 9 6 5 Expend,tures { T r u $ t F u n d s » . . . % 0 1 Bil l ion 

The Nation's international programs promote our own security and 
the security of the free world. They contribute to world peace, 
mutual trust and understanding, and the maintenance of free societies. 
Most of the expenditures in this category are devoted to strengthening 
the economies of the developing nations. The remaining expendi-
tures, which also stress mutual understanding and cooperation, are 
for the conduct of foreign affairs and for overseas information and 
exchange activities. 

Economic and Financial Programs 

Many countries of the free world are beset by extreme poverty, 
and the social unrest which such poverty breeds. Our economic 
and financial programs are geared to assist the developing nations in 
building viable economies and in strengthening their political inde-
pendence. 

Rigorous standards are applied to insure that our assistance is being 
matched by increasing local initiative and self-help. A number of 
nations which we have aided through low interest development loans 
and technical assistance are now economically strong enough to obtain 
loans from other sources and on more nearly commercial terms. 

Development loans and grants.—The United States provides 
long-term loans to developing nations at very low rates of interest to 
supplement local resources. In addition, grants are used to finance 
training in the United States, to pay for technical experts and other 
advisers in such fields as health, education, and public administration, 
and for other programs vital to development. Private U.S. invest-
ments in developing nations and privately financed U.S. exports are 
encouraged through an expanding program of investment guarantees. 

Alliance for Progress.—The Alliance for Progress is an historic 
cooperative effort of the United States and the countries of Latin 
America to bring social and economic progress to the Latin American 
people. Loans and grants are extended according to the progress 
made by these countries in achieving the economic and social reforms 
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necessary for development. It is expected that the accomplishments 

of Latin America will warrant our continued financial support of the 

Alliance at the same rate in 1965 as in 1964. 

Supporting assistance.—This program provides funds for countries 

facing serious and immediate problems of economic and political stabil-

ity, and for countries needing help in maintaining defense forces. 

International Affairs and Finance H Administrative Budget %%%:Trust Funds 

Other programs.—Several other programs give additional support 

to U.S. development endeavors: 

• In 1965, the Peace Corps will provide 14,000 volunteers to develop-

ing countries. 

• Surplus agricultural commodities will be made available for the 

support of development projects and for disaster relief as a part of 

the Food for Peace program. 

• The Export-Import Bank will continue to finance and insure U.S. 

exports, while selling a participating interest in loans to private 

investors. Receipts from these sales will exceed expenditures. 

• International organizations to which the United States contributes, 

such as the International Development Association and the Inter-

American Development Bank, will continue to provide financing 

for development. 
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Conduct of Foreign Affairs 

The State Department is responsible for conducting this Nation's 
foreign affairs, for maintaining high caliber representatives abroad, 
and for participating in international organizations. Four years ago 
the State Department maintained diplomatic and consular posts in 82 
countries; today it maintains representatives in 111 countries. 
Although this trend will continue as more new nations gain their 
independence, the Department will meet its increasing responsibilities 
in 1965 with no increase in employment or in expenditures. 

Foreign Information and Exchange Activities 

The Department of State and the United States Information Agency 
conduct a wide variety of activities to promote better understanding 
of our Nation and our foreign policy. These include the use of motion 
pictures, radio and television broadcasts, cultural and educational 
exchange activities, and book translation programs. 

SPACE RESEARCH A N D TECHNOLOGY 

1965 Administrative Budget Expenditures: $5.0 Billion 

The space program of the United States is aimed at maintaining 
world leadership in space, as symbolized by the goal of sending a man 
on a round trip to the moon in this decade. The funds provided for 
this program will continue to support research in space by means of 
both manned and unmanned space flights, further development of 
satellites for weather forecasting and communications purposes, and 
other laboratory research and development. Expenditures for 1965 
are estimated to increase by $590 million over the estimate for 1964— 
mainly to pay for goods and services already ordered. 

Manned space flight.—The manned lunar landing program, which 
is the largest single expenditure item in the space budget in 1965, is 
the top priority activity of the National Aeronautics and Space Admin-
istration. The manned flight to the moon will be made using the 
Apollo spacecraft launched by the Saturn V rocket. The Saturn V 
will be capable of orbiting about 10 times as much payload as the 
Saturn I, the largest rocket known to be in existence today. Develop-
ment of both the Apollo and the Saturn V will proceed at high levels 
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in 1965, and preliminary flight tests of the Apollo spacecraft will be 

made with the Saturn I. Manned flights of the 2-man Gemini space-

craft will also be made during 1965. 

Unmanned investigations in space.—In 1965, unmanned space 

flights will be made by Ranger and Surveyor spacecraft to explore 

conditions for lunar landing. Mariner flights—one of which was suc-

cessful in reaching Venus—will be made to Mars. 

Economies are being sought in unmanned flight programs by 

improving contracting methods, and by trimming spacecraft launch 

schedules to correspond more closely with the most economical 

production schedules. 

Meteorology and communications.—Recent test flights of satel-

lites for weather observation and for use as part of communications 

systems spanning the globe have been conspicuously successful. 

Further tests will be conducted during the coming year. A multi-

purpose satellite will be produced to develop the techniques for placing 

large satellites over the equator with an orbiting period exactly equal 

to the 24-hour earth day. These satellites will be able to maintain a 

constant position over a given place on the earth, and, therefore, will 

not move out of range of stations communicating with them. 

Other research, technology, and supporting operations.—These 

activities provide for the maintenance and long-term improvement 

of our ability to master space. They include the worldwide tracking 

system and a broad program of supporting research in aeronautics and 

space technology. 
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AGRICULTURE A N D AGRICULTURAL RESOURCES 
i A / c C ... [Administrative Budget.. $4.9 Billion 
1965 Expenditures j T r u s t F u n d s

 3 . . . . $ 0 . 4 Billion 

High agricultural productivity is an outstanding achievement of our 

private enterprise economy and one of the Nation's greatest assets. 

However, the capacity to produce has expanded more rapidly than the 

demand for farm commodities. As a result, substantial Federal ex-

penditures have been necessary to keep commodity surpluses from 

reducing the level of farm income, and to make the best use of our 

excess production. 

Farm income stabilization and Food for Peace>—This category 
accounts for about three-fourths of the 1965 budget for agriculture 
and agricultural resources. Proposals are being made to improve 
our programs for dairy products and cotton. In addition, legislation 
is being proposed to encourage the permanent shifting of additional 
cropland to less intensive uses. 

Part of the excess farm production is being used advantageously to 
assist needy people in our own country and to provide food for hungry 
people abroad. Surplus farm commodities sold abroad for foreign 
currencies represent the largest portion of the Food for Peace program. 
Although the volume of shipments is expected to be about the same as 
in 1964, expenditures for this activity are estimated to decline by $528 
million from the 1964 level, because of a decrease in the estimated 
purchase cost of commodities sold under the program. 

Farming and rural housing loans.—Assistance for rural housing 

will be expanded in 1965. Under proposed legislation, however, direct 

Federal loans for rural housing will largely be replaced by federally 

insured private credit. The special program for rural area develop-

ment (rural renewal) will be continued on a pilot basis in 1965, and 

housing loans for the elderly will be increased. 

Agricultural land and water resources.—Under the agricultural 

conservation program, the Government shares with farmers the cost 

of a number of conservation practices that are in the long-run public 

interest. The budget includes funds to continue a pilot program 

of loans and grants to rural communities to promote conservation and 

development of land and water resources on an area-wide basis. 
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Funds are included in 1965 for the upstream watershed protection 

program of the Soil Conservation Service to continue construction on 

260 projects and to begin construction on 36 new projects. 

Rural electrification and telephone loans.—The rural electrifica-

tion and telephone loan program in 1965 will continue at about the 

same level as in 1964. The expenditure estimates for 1964 and 1965 

reflect proposed legislation to authorize the use of collections on out-

standing loans to help finance new loans. 

Agriculture and Agricultural Resources H Administrative Budget gg| Trust Funds 

I $ MILLIONS 
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| Research and Other Agricultural Services 

Research and other agricultural services.—The budget proposes 

selected increases in 1965 expenditures for high priority research and 

regulatory activities of the Department of Agriculture. Emphasis 

will be placed on ways to avoid or minimize pesticide hazards and on 

improvement of pesticide regulation. Construction will start in 1965 

on the National Agricultural Library at Beltsville, Md. 

Legislation is being proposed to finance the full cost of meat, poul-

try, and grain inspection activities through a system of fees. 

NATURAL RESOURCES 

1965 { f f i i r B u d s e ! : : lot 
The Nation's valuable natural resource endowment must be care-

fully conserved and developed to provide for the future growth of the 

economy. Expenditures for this purpose are national investments 

which will yield dividends for years to come. 
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Land, water, and power resources.—This category accounts for 

approximately two-thirds of the expenditures for natural resources 

in 1965. Major construction projects will be continued for flood con-

trol, navigation, irrigation, water supply, and hydroelectric power. In 

addition, the Corps of Engineers will undertake 34 new projects, and 

the Bureau of Reclamation will begin 10 projects. Basic research to 

reduce the cost of converting saline water to fresh water will continue. 

With proceeds from the sale of electric power and revenue bonds, the 

Tennessee Valley Authority will continue the construction of steam-

electric power units started in earlier years. 

Natural Resources • Administrative Budget %%%Trust Funds 

I % MILLIONS 
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The Federal Power Commission will soon complete its national 

power survey. This study will provide a broad perspective for plan-

ning future power supplies and for encouraging the best use of the 

Nation's fuel, equipment, and technology. 

Economic development programs for Indians have provided im-

portant and needed benefits: since 1961, 25 new industrial plants have 

located on or near reservations, creating 4,000 new jobs. Programs to 

raise the educational level of Indians will continue to be emphasized 

in 1965. These include elementary, secondary, and adult education, 

as well as vocational and on-the-job training. 

Forest resources.—In 1965, further progress will be made in en-

hancing the use and value of Federal forest resources: additional trees 
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will be planted, access will be improved, and recreational areas will be 

developed. 

Recreational resources.—The Nation's outdoor recreation areas 
and facilities take on added value as the population increases and the 
country becomes more urbanized. To satisfy the growing need for 
recreation, authority for additional Federal recreation areas is being 
sought, and legislation has been proposed for Federal grants to en-
courage States to plan and develop recreational facilities. 

Minerals, fish and wildlife, and other.—Further steps will be 
taken to increase the uses and find new markets for coal. 

The budget also provides for the operation and maintenance of 
ioo fish hatcheries and 298 wildlife refuges, as well as the acquisition 
of wetlands for the conservation of migratory birds. 

COMMERCE A N D TRANSPORTATION 

1 9 6 5 Expenditures ^ ; £ 1 Bijl ion 

The common purpose of these programs is to strengthen our econ-
omy by aiding private businesses, encouraging innovation and competi-
tion, and improving transportation and communication facilities. 

Transportation 

National transportation policy will continue to stress fast, safe, and 
economical transportation. Increased emphasis will be placed on im-
proving the planning and coordination of transportation programs, 
and on encouraging innovations in rates and services. To help achieve 
lower Government costs and more efficient use of resources, legislation 
is proposed to charge the users of Government-financed transportation 
facilities, wherever feasible, for the benefits which they receive. 

Highways.—The highway program, which is the largest component 
of expenditures for commerce and transportation, is a striking example 
of financing by user charges. Highway construction is financed 
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on a "pay-as-you-build" basis through the highway trust fund. 

Trust funds receipts come from taxes on gasoline, and on other 

items bought by highway users. The accompanying chart shows the 

significant growth in trust fund expenditures since 1957. Highway 

trust fund expenditures will total $3.6 billion in 1965. Most of the out-

lays are for the Interstate Highway System scheduled for completion in 

1972. Over 15,400 miles of this 41,000-mile system have been com-

pleted, and another 16,600 miles are in various stages of development. 

Federal aid for primary and secondary highways accounts for about 

one-quarter of total expenditures. 

Aviation.—The Federal Aviation Agency is continuing to expand 

and modernize the national system for controlling air traffic. The 

joint industry-Government program leading to the development of a 

civilian supersonic transport aircraft will move forward in 1965. 

Water transportation.—Expenditures by the Department of Com-

merce to maintain the quality of the U.S. merchant fleet will help start 

construction of 17 new ships in 1965. The Coast Guard will also 

accelerate its replacement of obsolete ships and its expansion of air 

rescue facilities. 

Commerce and Transportation 

$ Bi l l ions 

Total Expenditures 

Trust Fund Expenditures, 
M a i n l y H i g h w a y s 

Est imate 
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Commerce and Transportation Administrative Budget ^ Trust Funds 

N e t R e c e i p t s N e t Expend i tu res | MILLIONS 
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Federal Deposit Insurance Corporation 

Postal Services 

Expenditures of the Post Office are estimated to exceed revenues by 

$475 million in 1965. The largest part of the revenue deficiency rep-

resents the cost of providing public services not chargeable to users of 

the postal service. The remaining $89 million, the postal deficit, is 

the loss sustained by the Post Office in its regular operations. The 1965 

postal deficit represents a reduction to one-half of the estimated 1964 

level, primarily as a result of the continuing improvement of manage-

ment techniques, and the parcel post rate increases becoming effective 

for the full fiscal year. 

Advancement of Business 

Programs to encourage exports are being expanded to take advan-

tage of growing world markets and to improve the Nation's balance 

of payments. Other programs of the Department of Commerce aid 

American business by developing and disseminating a great variety 

of technical and economic data. 

The Small Business Administration will continue to provide loans 

and other aids to credit-worthy small businesses which are unable to 

obtain funds elsewhere on reasonable terms. 
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The Weather Bureau provides the weather observations and fore-

casts used by the farming, aviation, and construction industries, as well 

as by the general public. 

Area Redevelopment 

The Area Redevelopment Administration finances a variety of pro-
grams designed to attract new firms to communities in depressed 
areas and to help these communities increase job opportunities for 
their people. Loans, grants, and technical aids provided in 1965 and 
prior years will help provide permanent employment for 150,000 
workers in economically depressed areas. 

Expenditures under the temporary accelerated public works pro-
gram will permit further progress on the projects already approved, 
which include over 2,400 waste treatment plants and water supply 
facilities, more than 1,000 street construction and repair projects, 281 
hospitals and health facilities, and other useful public works. 

HOUSING A N D COMMUNITY DEVELOPMENT 
A^r c J.. [Administrat ive B u d g e t . . — $ 0 . 3 Bill ion 1 9 6 5 Expend,fu,es { T n J s t F u n d s , „ 5 B i | | i o n 

The Federal Government extends financial support in numerous 
ways to help realize the long-range goal of a decent home and a 
suitable living environment for every American family. Tools being 
used to achieve this goal include grants, loans, purchases of mortgages, 
and Government insurance of private loans. The substitution of pri-
vate for public financing will be continued through the sale of seasoned 
housing and community facility loans to private investors. Adminis-
trative budget receipts from sales of loans and from other sources are 
estimated to exceed expenditures for housing and community develop-
ment in 1965 by $317 million. 

Urban Renewal and Community Facilities 

Federal expenditures for urban renewal and other community de-
velopment programs aid in revitalizing areas and improve the neigh-
borhoods of their residents. Approximately 65 urban renewal proj-
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ects will he completed in 1965, and plans for 200 new projects are 

expected to be approved. It is expected that an additional $1.4 billion 

in authority for urban renewal grants will be enacted in 1964 to finance 

the program through 1966. 

The urgent need to revitalize urban mass transportation systems re-

quires strengthened Federal assistance. A new program to attack this 

problem with the help of grants, direct loans, and loan guarantees, 

would involve expenditures of $10 million in 1965. 

Housing and Community Development • Administrative Budget Trust Funds 

A i d s to 

Private 

Hous ing 

Public Housing Programs 

The Public Housing Administration assists local housing authorities 

in constructing housing for low-income families. Additional authority 

will be proposed to contract for 200,000 more units over the next 4 

years. 

Aids to Private Housing 

The Federal Government assists people to obtain suitable housing 

mainly by assuring the availability of credit on favorable terms by a 

variety of methods—which are largely or wholly self-supporting. 

Net Receipts 

Federal Savings a i 

Federal Na t i ona l M o r t g a g e Associa 

Federal Housing Admin is t ra t ion a n d O t t e r 

Itoiema Capital raSfen 
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Federal Savings and Loan Insurance Corporation.—Federal 

insurance of savings and loan accounts encourages small savers to pool 

their funds for home mortgage lending, thus providing the largest 

single source of funds for private housing. Premiums charged for 

Federal insurance will exceed expenditures in 1965 and will permit the 

Federal Savings and Loan Insurance Corporation further to strengthen 

its reserves. 

Federal Housing Administration.—In 1965 the Federal Housing 

Administration will insure the loans used to finance construction or 

purchase of an estimated 546,800 houses and apartments, and mod-

ernization and improvement of 800,000 houses. Receipts from insur-

ance premiums, and from sales of acquired properties and mortgages, 

will exceed expenditures by $173 million. 

Federal National Mortgage Association.—The Federal National 

Mortgage Association influences the supply of funds for private hous-

ing by buying and selling federally insured or guaranteed mortgages. 

Marketing policies of the Association this year will provide enough 

receipts to pay for all current operations as well as repay some previous 

borrowings. A new program is being proposed to broaden further the 

scope of private investment in federally insured or guaranteed mort-

gage loans. FHA-insured and VA-guaranteed loans, now owned by 

Federal agencies, would be grouped in pools, and certificates of partici-

pation in these pools would be sold to the public. 

Federal home loan hanks.—The 11 Federal home loan banks 

supplement private home mortgage funds by lending money to mem-

ber savings and loan associations which experience loan demands tem-

porarily greater than they can meet. In 1965, it is estimated that repay-

ments of old loans will exceed new loans made, giving rise to net 

receipts for the year. 

Other aids to private housing.—Direct loan commitments of $100 

million for building apartments for the elderly will be made in 1965. 

National Capital Region 

The government of the District of Columbia provides both State 

and local services for the businesses and residents of the National Capi-

tal City. As the predominant property owner and major industry of 
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the District, the Federal Government recognizes a special responsibility 
to bear its proper share of the costs of these services, as well as to pro-
vide long-term loans needed to carry out an orderly program of capital 
improvements. These expenditures are included in the administrative 
budget. Expenditures made directly by the District government, 
primarily from local revenues, are included in trust fund expenditures. 

HEALTH, LABOR, A N D WELFARE 
c j . . [Administrative B u d g e t . . $ 5 . 8 Bill ion 

1 9 6 5 Expenditures 1 T r u $ t F u n d s 3 . . . . $ 2 3 5 Bill ion 

Federal expenditures help meet the special needs of many of our 
people, particularly the retired, the unemployed, the sick, and the 
needy. Trust funds account for more than four-fifths of the outlays 
for this purpose. 

Social insurance.—The social insurance and retirement programs 
of the Federal Government provide financial support to help those 
individuals and their families who suffer a loss of income because of 
retirement, disability, death, or unemployment of the breadwinner. 
They are financed through trust funds, which depend for their receipts 
on payroll contributions made by employers and employees and on 
interest earned on invested reserves. The benefit payments made by 
the trust funds have been growing steadily, as shown on the accom-
panying chart. 

In 1965, expenditures under the old-age, survivors, and disability 
insurance trust funds are estimated at $17.5 billion. Benefits will 
go to the retired, the disabled, and to survivors. The railroad re-
tirement system will provide former railroad employees and their 
families similar benefits totaling $1.1 billion in 1965. 

Expansion of the social security system to assist the aged in paying 
the heavy costs of hospital and nursing home care is again being pro-
posed. Benefits to those now aged and ineligible for social security or 
railroad retirement benefits would be financed from the administrative 
budget. No expenditures would be made under the program in 1965, 
because benefit payments would not begin until 1966. 

Expenditures from the unemployment insurance trust fund are 
estimated at $3.4 billion in 1965. Legislation will be proposed to 
broaden the coverage of the unemployment insurance system and to 
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lengthen the period of benefits to help meet the needs of the long-term 

unemployed. 

Most Federal civilian employees are provided retirement, dis-

ability, and survivor benefits through the Federal employees retire-

ment trust funds. These funds are financed by employee contributions 

matched by the Federal Government. Retirement and other benefit 

payments by the funds are estimated at $1.5 billion in 1965. 

Public assistance.—Expenditures for public assistance help meet 

basic needs—food, shelter, and medical care. However, legislation 

enacted recently provides a new emphasis on helping needy individuals 

achieve economic independence through counseling, guidance, and 

rehabilitation services financed by both Federal and State govern-

ments. Proposed legislation is geared to further encourage self-

sufficiency, particularly through community work-training programs. 

Health services and research.—Of the Nation's total outlay for 

health research in the current year, nearly two-thirds, or more than $1 

billion, is supported by the Federal Government. In turn, the National 

Institutes of Health will account for about three-fifths of the total 

Federal Government expenditures for health research in 1965. 

Health, Labor, and Welfare 

$ 6illion< 
— 30 

1954 1955 1956 1957 1958 1959 I960 1961 1962 1963 1964 !965 
Fbeal Yean : . / _ a. ; J - . 'X- p . E s t i m a t e 
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Health, Labor, and Welfare 

[ 2,849 

Public Assistance 

Health Services and Research 
\ 1 ,733 

1,103 
Labor a n d M a n p o w e r Services 

; 344 
School Lunch, S p e c i a l M i l k , a n d Food S t a m p Programs 

| 236 
O t h e r W e l f a r e Services 

| Administrative Budget WW, Trust Funds 

$ MILLIONS 

I 23,097 

Social Security, Unemployment, and Retirement Benefits 

Legislation was enacted in calendar year 1963 authorizing Federal 

grants to assist in building new medical, dental, public health, and 

related professional schools, and in providing financial aid to needy 

and qualified students in medicine, dentistry, and osteopathy. These 

measures will help to supply the increased number of physicians and 

dentists which our growing population requires. Legislation is being 

proposed for programs to increase the number of qualified professional 

nurses. 

The older general hospitals in the Nation, largely in urban centers, 

require substantial renovation and modernization. Physical facilities 

to meet the rapidly increasing needs for the long-term care of the 

chronically ill and aged are also inadequate. The budget contains 

funds for proposed legislation to broaden and change the emphasis 

in the Hill-Burton Act to stimulate construction for this purpose. 

The budget also provides for strengthening environmental health 

and consumer protection activities. Special emphasis will be given to 

research on the possible health hazards resulting from the expanded 

use of pesticides, and to programs to prevent and control air pollution. 

Mental health and mental retardation.—The great majority of 

the mentally ill in our society receive too little treatment and receive 

it much too late. Many mental hospitals serve largely as custodial 

institutions. 
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In recognition of the need for energetic action to combat mental 
illness, pathbreaking legislation was adopted in calendar year 
1963. In 1965, funds provided for the National Institute of Mental 
Health are estimated to rise to $189 million, $13 million more than in 
1964. These funds will stimulate intensive therapy programs and 
training of personnel in State mental institutions. Increasing em-
phasis is being placed on modern psychiatric methods which can 
better diagnose and treat the mentally disturbed in their own com-
munities, rather than in distant mental hospitals. Funds totaling $35 
million are provided to support construction of community mental 
health centers. 

Programs to combat mental retardation were also augmented by 
several pieces of legislation enacted in calendar year 1963. These 
programs—totaling $243 million of new obligational authority in 
1965—will help prevent retardation, and improve the health, education, 
and general well-being of those already mentally retarded. 

Labor and manpower.—Increased emphasis is being given to pro-

viding training and employment opportunities for unemployed work-

ers and youths. The budget provides additional funds under the 

Manpower Development and Training Act to permit training services 

for more than 275,000 workers in 1965. Basic literacy training has 

been authorized when necessary as a first step before vocational 

training. The proposed Youth Employment Act would provide work 

experience and training for an estimated 60,000 unemployed youths 

in 1965. 

The Federal-State employment service system, with 1,900 offices, 

will increase its activities in matching the abilities of workers with the 

skills needed by employers. 

Other welfare services.—The budget provides Federal matching 

funds for the cooperative Federal-State vocational rehabilitation pro-

gram which will rehabilitate an estimated 133,000 individuals in 1965. 

Expenditures for the school lunch and special milk programs of the 

Department of Agriculture are estimated at $293 million in fiscal 

1965. an increase of $13 million over 1964. The pilot food stamp pro-

gram provides food for needy families in 43 areas in 22 States. 
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E D U C A T I O N 

1965 Administrative Budget Expenditures: $1.7 Billion 

Education enriches the individual and is essential to the freedom, 

economic growth, and welfare of our society. Great advances were 

made last year toward strengthening our educational system, but 

many inadequacies remain to be overcome. 

The Higher Education Facilities Act of 1963 represents an important 

milestone in financing construction of academic facilities for grad-

uate and undergraduate schools, public junior colleges, and technical 

institutes. Other significant legislation enacted last year expands and 

modernizes Federal-State vocational education programs, increases 

student loan funds under the National Defense Education Act, and 

provides a new program for training teachers of handicapped children. 

Education H I Administrative Budget H f : Trust Funds 

!

% M/a/ONS 

Assistance for E lementary a n d Secondary Educat ion H H H H H H I B H Assistance for H i g h e r Educat ion NHHMMNMHMHMH Assistance t o Science Educat ion ond Basic Research H H f l H H H H 479 
N e w Program a n d O t h e r A i d t o Educat ion 

Legislation proposed for fiscal year 1965 would help strengthen the 

base of the educational process—the elementary and secondary school 

system—through grants for teachers' salaries and urgently needed class-

room construction. A new program is being proposed to provide 

project grants for educational services to schoolchildren with special 

needs, such as slow learners and the handicapped, as well as the tal-

ented. Project grants would also be used in connection with broad 

community action programs to combat poverty. In addition, Federal 

support would be provided for able college students, teacher training, 

libraries, and basic adult education and general university extension 

programs. In all, the 1965 budget proposes $718 million in new legisla-
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five authorizations for education. Expenditures in 1965 are estimated 

at $118 million. 
The remaining sections largely relate to existing educational activi-

ties of the Federal Government. 

Assistance for elementary and secondary education.—The 1965 

budget provides $395 million for continued assistance to schools in areas 

where enrollments are increased by children of Federal employees, 

and $76 million for laboratory equipment and for counseling and 

testing programs under the National Defense Education Act. 

Assistance for higher education.—To meet the demands of 
doubled college enrollment during the 1960's, there is an urgent need 
for expansion of facilities and for aid to students. The 1965 budget 
provides expenditures of $246 million for loans and grants to col-
leges to construct classrooms, libraries, laboratories and dormitories, 
and $134 million for National Defense Education Act loans to students. 

Assistance to science education and basic research.—The Na-

tional Science Foundation continues to perform a vital role in stimu-

lating science education and basic research. Expenditures of the Foun-

dation are expected to increase $42 million in 1965 to increase scien-

tific knowledge, and to help overcome the shortage of trained scien-

tists and engineers. This increase in 1965 emphasizes support for 

graduate students in the sciences, improvement of course materials, 

training of science teachers, and related programs designed to 

strengthen college and university science facilities. 

Other aid to education.—The Office of Education will increase its 

expenditures considerably in 1965, principally to augment vocational 

education programs. The expansion of educational research, train-

ing for teachers of the handicapped, and construction of educational 

television facilities also contribute to the rising outlays. 

Federal expenditures for veterans programs will decrease by 

approximately $400 million in 1965 as a result of the sales of Veterans 

VETERANS BENEFITS A N D SERVICES 
Administrative Budget.. $5.1 Billion 

$0.5 Billion 
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Administration-held mortgages, and also because of the acceleration to 

fiscal 1964 of some life insurance dividends originally scheduled for 

1965. However, the major continuing programs for veterans—com-

pensation, pensions, and medical and hospital care—will remain close 

to their present levels. 

Compensation.—Compensation payments are made to veterans or 

to their survivors for disability or death arising from military service. 

The average compensation paid to recipients will increase because of 

cost-of-living adjustments enacted in 1963. However, the number of 

beneficiaries will decline by 7,000, and as a result, expenditures in 1965 

are estimated to be $6 million less than in 1964. 

Veterans Benefits and Services • Administratis Budget T̂rust Funds 

I t MILLIONS 

Pensions.—Payments are made to veterans or their survivors for 

disability or death from causes not related to military service. Expendi-

tures for pensions are expected to rise by $34 million in 1965, as the 

average number of recipients increases to an estimated 2.1 million. 

World War I pensioners and their survivors account for 72% of the 

pension payments. However, a rapidly increasing number of World 

War II and Korean veterans or their survivors are becoming eligible 

for pensions. 

Hospitals and medical care.—Estimated expenditures of $1,160 

million will provide hospital services and medical care for over 137,600 

beneficiaries per day. Provision is made in the 1965 budget for con-

tinued improvement in the quality of medical care, for expansion of 

medical research, and for the opening of a new hospital at Wash-

ington, D.C. 

1.777 

p 2,120 

H o u s i n g Loan P r o g r a m * 
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The 15-year hospital modernization program, begun in 1961, will 

continue, with estimated expenditures of $85 million for hospital 

construction proposed for 1965. 

Loan guarantee and direct housing loan programs.—An esti-
mated 175,000 loans will be guaranteed and 10,000 direct loans will be 
made by the Veterans Administration in 1965. However, receipts 
from increased sales of properties and mortgages held by the Veterans 
Administration—including sales of certificates of participation in 
housing mortgages—will result in net receipts of $334 million for this 
category in 1965. Although the same services will be provided eligi-
ble veterans, Government expenditures will drop as private funds are 
increasingly being substituted for public financing. 

Education and training benefits.—Expenditures for veterans edu-
cation and training benefits are estimated to decline by $23 million 
from 1964 to 1965 because of the continuing decline in the number of 
Korean conflict veterans receiving these benefits. About 15,000 war 
orphans will receive educational benefits, and an estimated 7,000 ex-
servicemen, disabled in peacetime service, will benefit from vocational 
rehabilitation programs. 

Other benefits and services.—Savings from lower workloads and 

increased efficiency in the operating expenses of veterans programs 

will result in decreased expenditures in 1965. 

GENERAL GOVERNMENT 
1 9 6 5 Administrat ive Budget Expenditures: $ 2 . 2 Billion 

Expenditures for general government provide for service activities 

of a Government-wide nature, for executive direction and financial 

management, and for the costs of the Congress and the Federal court 

system. 

These general administrative, legislative, and law enforcement ex-

penses of the Federal Government will require estimated expenditures 

of $2.2 billion in 1965, the same as in 1964. 

Tax collection and central fiscal operations.—The Treasury col-

lects the Government's taxes and other revenues, and issues the checks 
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that pay the bills. The Internal Revenue Service will increase its 

expenditures by an estimated $29 million in 1965, mainly to acquire and 

operate automatic data processing equipment, as a further step in 

improving compliance with the tax laws and regulations. 

General property and records management.—As part of the con-

tinuing program to provide more efficient facilities for Government 

operations, the 1965 budget includes funds for acquisition of 41 sites; 

construction of 151 new buildings; and operation, maintenance, and 

repair of existing facilities. The General Services Administration will 

also provide increasing supply services for the Department of Defense 

and civilian agencies, dispose of surplus property, and continue work 

on the new Federal telecommunications system. 

General Government | Administrative Budget : Trust Funds 

J MILLIONS 

T a x C o l l e c t i o n a n d C e n t r a l Fiscal O p e r a t i o n s 

P r o p e r t y a n d R e c o r d s M a n a g e m e n t 

j 351 
P r o t e c t i v e Serv ices a n d A l i e n C o n t r o l 

| 210 

L e g i s l a t i v e a n d J u d i c i a l Funct ions 

1106 

C e n t r a l Personnel M a n a g e m e n t 

1172 Terr i tor ies a n d Possessions, a n d O t h e r 

Central personnel management.—The administrative costs of the 

Civil Service Commission are included under this heading, together 

with costs of accident compensation and health benefits for Federal 

employees. 

Territories and possessions.—The United States provides Gov-

ernment services and financial assistance to the Canal Zone, Virgin 

Islands, Ryukyu Islands, American Samoa, the Trust Territory of the 

Pacific, Guam, and other areas. The rehabilitation program for Guam 

will provide loans and grants mainly to replace public facilities de-

stroyed by a typhoon 2 years ago. 
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INTEREST 
1 9 6 5 Administrat ive Budget Expenditures: $ 1 1 . 1 Bill ion 

Administrative budget expenditures for interest on the public debt 

are expected to be $400 million more than in 1964. This increase 

reflects in part the higher average level of the outstanding public debt. 

It also takes into account the effect, in 1965, of interest rate increases 

which have taken place in the last several years as part of the effort to 

stem the flow of short-term funds abroad. The impact on the budget is 

occurring gradually as individual issues mature and are refunded with 

securities paying higher interest. 

About $1.9 billion of the total interest expenditures will be paid to 

trust funds and Government agencies which have invested reserves in 

Government interest-bearing securities. 
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Part 3 Budget Facts a n d Figures 

The budget necessarily involves a great many numbers, 

usually with dollar signs attached. To have meaning, 

they must be related to programs, policies, the process of 

Government, the size of the economy, and so on. In the 

first two sections of this booklet, an effort was made to 

present the budget in understandable and nontechnical 

terms, and to limit the use of statistics. 

In order to introduce the reader to some of the more 

technical aspects of the budget, this section presents briefly 

information on measures of Federal finances and on the 

budget process. 

Historical statistics are shown at the end of this booklet. 
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MEASURES OF FEDERAL FINANCES 

Federal financial activities are examined from different points of 
view and for many different purposes. No single set of figures can 
serve all purposes equally well. In the budget (as well as this booklet) 
Government activities are discussed in terms of the administrative 
budget, the statement of total receipts from and payments to the public, 
and the Federal sector of the national income accounts. Technical 
and sometimes complicated distinctions have to be made to clarify 
these various concepts and to explain the usefulness of each one. 

For an understanding of the different budget concepts used to 
measure Federal financial transactions, it is helpful to consider at the 
outset two basic sets of accounts used by the Government. The first 
covers (federally owned) administrative budget funds; the second 
covers trust funds. Together they comprise the financial books of the 
Government, which record in detail each agency's expenditures, as 
well as the revenues of the Government. They are the indispensable 
tools for managing the Government's finances properly and efficiently. 

Administrative budget funds include most of the tax and other 

receipts of the Government. These receipts go into a general fund; 

small amounts are also deposited in other funds for special purposes. 

The receipts of these funds are owned by the Federal Government— 

just as land and equipment are owned. Administrative budget funds 

also include the transactions of wholly owned Government enter-

prises of a business character, such as the postal service, the Small Busi-

ness Administration, the Export-Import Bank, and the Federal Hous-

ing Administration. 

The administrative budget—which covers only administrative 

budget funds—is the oldest and most widely known measure of our 

Federal finances. It is mainly within the framework of this budget 

that Congress evaluates requests for funds and grants the authority 

for Government agencies to carry out their programs. The expendi-

tures of this budget emerge as a result of Presidential requests, con-

gressional action, and the administration of programs by various 
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Government agencies. Thus, the administrative budget is generally 

used for the control, administration, and execution of Federal programs 

that are financed with the Government's wholly owned funds. 

Trust funds come into existence when the Congress designates cer-

tain taxes or contributions as funds to be held in trust by the Federal 

Government for specified benefit payments or special programs. They 

may also arise when Congress provides for an activity, partly owned 

by the Federal Government and partly owned by someone else. The 

receipts of these funds can be spent only to finance the activities for 

which they are set aside. For example, premiums paid by World War I 

and II veterans on their Government life insurance policies are held 

in trust funds and used only to pay insurance claims or dividends to 

policyholders. 

Most of the major trust funds finance insurance-type activities such 

as social security (retirement, disability, and unemployment insur-

ance), Federal employees retirement, and veterans life insurance. 

Trust funds also finance Federal grants for highway construction and 

the secondary market activities of the Federal National Mortgage 

Association ( F N M A ) . 

Trust Fund Estimates for 1965 

S o c i a l S e c u r i t y 
P r o g r a m s 

F e d e r a l - a i d 
H i g h w a y s 

F e d e r a l E m p l o y e e s 
R e t i r e m e n t 

R a i l r o a d 
R e t i r e m e n t 

V e t e r a n s 
L i r e I n s u r a n c e 

F N M A a n d 
A l l O t h e r 

J MILLIONS 

Old Age and Survivors Insurance 

]3,933 
3,443 

Unemployment Insurance 

M i l ,228 
M i l ..428 
Disability Insurance 

j16,271 
116,091 
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Receipts of the trust funds come from sources related to their activ-
ities. For example, the employers and the employees covered by old-
age and survivors insurance pay the taxes that finance the OASI trust 
fund. Similarly, Federal gasoline and other taxes related to highway 
use provide the receipts for the highway trust fund; and veterans life 
insurance policyholders pay premiums which account for the bulk of 
veterans life insurance trust fund receipts. The chart on page 55 lists 
the major trust funds and indicates their estimated receipts and ex-
penditures for 1965. 

Trust fund receipts are often greater than their expenditures. This 
excess is accumulated in reserves to meet anticipated future benefit pay-
ments or other outlays. The reserves are usually invested in U.S. 
securities and earn interest for the trust funds. 

Federal receipts from and payments to the public— Basically, the 

statement of receipts from the public and payments to the public (often 

called the consolidated cash budget) represents a consolidation of 

the administrative budget and trust fund receipts and expenditures. 

In this consolidation, payments between the administrative budget and 

trust funds are eliminated, since they do not involve a flow of money 

between the Federal Government and the public. (An example is 

the payment of interest from the administrative budget to the trust 

funds on the latter's investment in U.S. securities.) 

Thus, the statement of Federal payments to and receipts from the 

public is much more inclusive than the administrative budget. It 

portrays the financial dimensions of the Government's overall pro-

gram. It is the best measure for analyzing the cash needs and borrow-

ing requirements of the Federal Government. 

The table on page 57 summarizes the relationship between the ad-

ministrative budget, trust funds, Federal receipts from and payments 

to the public, and the Federal sector of the national income accounts. 

Federal sector, national income accounts.—Like the consolidated 

cash statement, the Federal sector of the national income accounts in-

cludes the transactions of both the administrative budget and the trust 

funds. However, it excludes those transactions which do not directly 

affect the Nation's current income or production. Thus, it excludes 

transactions of a purely financial nature (such as loans and mortgages), 

as well as purchases and sales of previously existing assets (such as 

land and secondhand items). 
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S U M M A R Y OF FEDERAL RECEIPTS A N D P A Y M E N T S 

[Fiscal years. In billions] 

Description 1963 1964 1965 
actual estimate estimate 

FEDERAL RECEIPTS 

Administrative budget receipts $86.4 $88.4 $93.0 
Trust fund receipts 27.7 30.2 30.9 
Deduct: Intragovernmental transactions 4.3 4.2 4.1 

Total, cash receipts from the public 109.7 114.4 119.7 

Add: Adjustment from cash to accrual basis 0.6 —0.1 - 0 . 2 
Deduct: Receipts from loans, property sales, and other ad-

justments 1.0 0.7 0.7 

National income account receipts—Federal 
sector 109.3 113.6 118.8 

FEDERAL PAYMENTS 

Administrative budget expenditures 92.6 98.4 97.9 
Trust-fund expenditures 26.5 29.3 29.4 
Deduct: Intragovernmental transactions and other adjust-

ments (net) 5.4 5.0 4.6 

Total, cash payments to the public 113.8 122.7 122.7 

Add: Adjustment from cash to accrual basis 0.6 0.1 1.1 
Deduct: Disbursements for loans, land purchases, and other 

adjustments 1.8 3-7 2.3 

National income account expenditures— 
Federal sector 112.6 119.1 121.5 

EXCESS OF RECEIPTS ( + ) OR 
P A Y M E N T S ( - ) 

Administrative budget - 6 . 3 - 1 0 . 0 - 4 . 9 
Receipts from and payments to the public - 4 . 0 - 8 . 3 - 2 . 9 
National income accounts—Federal sector - 3 . 3 - 5 . 5 - 2 . 8 

The national income accounts also differ from the consolidated cash 

statement with respect to the time when receipts and payments are 

recorded. While the consolidated cash statement is on a checks-paid 

basis, the national income accounts are largely on an accrual basis. 

Thus, tax receipts are recorded in the income accounts as tax liabilities 

build up, rather than on the actual date the Treasury receives the 
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money. For example, corporations accrue Federal taxes as they earn 
profits—but they pay these taxes to the Government only after some 
months have elapsed. Similarly, expenditures for most goods and 
services are recorded at the time goods are delivered or services per-
formed, rather than when the checks in payment for them are issued 
or cashed. 

This timing reflects better the economic impact of Federal taxes 
and expenditures on spending decisions in the private sector of the 
economy. 

Total expenditures of the Federal sector of the national income 
accounts are divided into four basic components that provide informa-
tion on the economic nature of Federal expenditures. As the follow-
ing table indicates, the largest is purchases of goods and services. This 
category represents that part of the Nation's current production of 
goods and services which the Government uses for public purposes— 
such as Federal employees' services, military equipment, Government 
buildings, other direct public works, and so on. 

N A T I O N A L INCOME A C C O U N T EXPENDITURES—FEDERAL SECTOR 
[Fiscal years. In billions] 

Description 1963 1964 1965 
actual estimate estimate 

Purchases of goods and services $64.4 $67.8 $69.1 

Transfer payments 29.2 30.5 31.8 

Grants-in-aid to State and local governments 7.9 9.4 9.7 

Net interest and other 11 . 1 11 .5 11.0 

Total national income account expendi-
tures—Federal sector 1 1 2 . 6 1 1 9 . 1 1 2 1 . 5 

The second category, transfer payments, covers Federal expendi-

tures for which there are no current services rendered—unemployment 

benefits, veterans pensions, old-age and survivors insurance bene-

fits, and other benefits (sometimes based on contributions made and 

on eligibility obtained in previous years). When the Government 

makes transfer payments, it does not use up resources itself, but rather 

channels purchasing power to the retired, the unemployed, and others. 

Grants-in-aid to State and local governments also represent the trans-

fer of funds to other economic groups to use for a nationally desirable 

purpose. The State and local governments may use the grants for 
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purchases of goods and services (such as highway construction), or 
they may in turn make transfer payments to individuals (for example, 
through public assistance payments). 

The final category includes net interest (that is, interest paid by the 
Federal Government less the interest it receives on loans it has made 
to others) and such other transactions as subsidies to farm and non-
farm businesses. 

The Federal sector account is closely related to the Nation's eco-
nomic accounts which measure total national income and output. Be-
cause of the relationship, this measure is particularly valuable for fiscal 
analyses, such as studies of the impact of Federal activities on the 
Nation's income and output. 

THE BUDGET PROCESS 
Each January the President recommends to the Congress a budget 

representing his judgment as to the Government programs required 

to meet the Nation's needs during the coming fiscal year. 

The presentation of any budget usually marks the culmination of 

at least 10 months of administrative action and planning. For 

example, the process of formulating the budget for fiscal year 1965 

commenced in March of 1963. The budget was transmitted to the 

Congress in January 1964, about 6 months before the fiscal year be-

gins—July 1, 1964. When the fiscal year ends 12 months later, over 

2 years will have elapsed since the start of the budget cycle. 

These time intervals of approximately 10 months, 6 months, and 12 

months correspond roughly to three basic steps of budgeting: executive 

formulation, congressional deliberation and enactment, and adminis-

trative execution. 

Inevitably over such a long period, many changes will take place in 

the original proposals: international and domestic situations may vary 

from the assumptions made earlier; the President may amend some of 

his own proposals; and the Congress may modify the President's 

requests or add new proposals of its own. Indeed, change is often 

essential to keep the budget responsive to current needs. 

During the 10 months of executive formulation of the budget, there 

is a constant exchange of information between the President, his staff, 

and the executive departments and administrative agencies. Budget 

requests and programs, fiscal policies, and analyses of the domestic and 
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international issues are constantly evaluated and reevaluated during 
this period. This process continues through December when very 
difficult policy issues are finally resolved, and the President's budget 
proposals take on a more definite form in terms of specific dollar 
values. 

When the budget is sent to the Congress, the second phase 
of the cycle—congressional review and enactment—commences. Upon 
receipt of the budget and the President's budget message, the House of 
Representatives refers the proposals to its Appropriations Committee. 
Twelve subcommittees of the Appropriations Committee give detailed 
consideration to the parts of the budget referred to them. The sub-
committees make their recommendations to the whole Appropriations 
Committee, which, in turn, makes its recommendations to the House 
of Representatives. 

When finally passed by the House of Representatives, the measure 
is forwarded to the Senate. The process in the Senate is similar to 
that in the House. 

If there is disagreement between the two Houses of Congress, a con-
ference committee (consisting of members of both bodies) meets to 
resolve the differences. The conference report is then referred back 
to the House and Senate for approval, and forwarded to the President 
for his approval or disapproval. 

The basis for budget control: New obligational authority.—No 

Federal funds can be spent without specific authority from the Con-

gress. Therefore, the budget presents the President's recommenda-

tions for action by the Congress in terms of the amounts of budget 

authorizations (new obligational authority) necessary to carry out 

the programs he is proposing. The Congress then considers and acts 

on these requests for new obligational authority. 

New obligational authority is composed of three kinds of authoriza-

tions which allow Federal agencies to incur obligations requiring the 

payment of money. 

Appropriations are the most common form of new obligational au-
thority; they authorize the agencies to order goods and services and 
to draw funds from the Treasury and make expenditures to pay for 
these items. 
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Contract authorizations, which are occasionally given to agencies, 
allow them to contract for the purchase of goods and services but not 
to make expenditures to pay for them. An appropriation to liquidate 
the contract authorization must later be enacted by the Congress before 
money may actually be spent to pay the bills incurred under a contract 
authorization. 

Authorizations to expend from debt receipts permit agencies to bor-

row money (usually through the Treasury), to contract for its use, 

and to pay the amounts authorized. 

In most cases, new obligational authority becomes available each 

year only as voted by the Congress. In some cases, however, the Con-

gress has voted permanent authority under which additional sums 

become available annually without further congressional action. The 

chief example in the administrative budget is the permanent ap-

propriation to pay interest on the public debt. Most trust fund appro-

priations are also permanent. 

Obligations.—Obligations are commitments made to pay out 

money. Obligations are incurred when personnel are employed, loan 

agreements are approved, and when contracts for equipment or con-

struction are made. They are authorized by the obligational authority 

granted by the Congress and precede expenditures. 

Expenditures.—Expenditures generally consist of checks issued and 

cash paid. Government agencies (such as the Post Office) which carry 

on business-type operations with the public usually have their receipts 

deducted from their disbursements to arrive at the amount included 

in the expenditure totals; when receipts exceed disbursements, the 

result is shown as a negative payment. 

Relationship between new obligational authority and expendi-
tures.—Only a part of the obligational authority enacted for a fiscal 
year is spent in the same year. Appropriations to pay salaries or pen-
sions are usually spent almost entirely in the year for which they are en-
acted. On the other hand, the bulk of appropriations to buy naval 
warships or to construct missile sites is likely to be spent 2 or 3 or more 
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1965 Administrative Budget — Relat ion of Author izat ions to Expenditures 

$ Btlli. 

N e w A u t h o r i t y 
Recommended 

to Congress 
103.8 } 

To Be Used in 1 9 6 5 

70.5 
fc Expenditures 

in 1 9 6 5 
97.9 

Unspent Author iza t ions 
Enacted in Prior Y e a r s 

90.4 V 

Unspent Author izat ions 
for Expenditures in 

Future Y e a r s 

95.0 
T o be held for Expenditures 

in La ter Y e a r s 6 1 . 8 

years after enactment, because of the time required to prepare designs, 

arrange contracts, complete production or consti uction. and finally pay 

the bills. 

Therefore, when the Congress reduces or increases the amount of 

new obligational authority requested by the President for a given 

year, it does not necessarily change the budget expenditures in that 

year by the amount of the increase or decrease. Such a change may 

affect expenditures over a period of several years. The relationship 

between new obligational authority and expenditures estimated for 

the coming fiscal year is illustrated in the accompanying chart. 

Unexpended balances.—The amounts of enacted obligational 

authority that have not been spent at the end of a fiscal year, and are 

still available for expenditure in future periods, are called unexpended 

balances. These balances do not represent cash on hand, but authority 

to enter into contracts or to make payments under earlier contracts. 

Most of the unexpended balances are obligated; that is, the amounts 

are committed to pay bills which come due upon the completion of 

contracts already signed, or when services or goods are received. 
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Often, any authority which is not obligated by the time the year 
ends is no longer available; that is, the authority to obligate expires. 
In some cases, such as programs for construction of public works, the 
unobligated part of the unexpended balances continues available from 
year to year, because the Congress has made the appropriation avail-
able until expended. In a few cases, such as the authorization for the 
Federal Deposit Insurance Corporation to borrow from the Treasury, 
the balances carried forward represent standby authority for possible 
emergencies—authority which the Government does not anticipate 
having to use in the foreseeable future. 

Receipts.—Receipts are moneys received by the Treasury from taxes 

and customs and miscellaneous sources such as collections on certain 

loans, rents, fines, fees, and sales. 

Surplus or deficit.—A surplus results when receipts exceed expendi-

tures; a deficit results when expenditures exceed receipts. A surplus 

is usually used to retire part of the Government's outstanding borrow-

ing from the public. A deficit is normally financed by new borrowing. 
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Portions of the President's Budget M e s s a g e 
To the Congress of the United States: 

This is the budget of the United States Government for 1965. 
The preparation of this budget was the first major task to confront 

me as President, and it has been a heavy one. Many decisions of great 
importance have had to be made in a brief span of weeks. I have done 
my best, and I am satisfied that the budget which I am sending to the 
Congress will advance our Nation toward greater national secu-
rity, a stronger economy, and realization of the American dream of 
individual security and equal opportunity for all of our people. 

In formulating my budget, I have been guided by two principles: 

• I have been guided by the principle that spending by the Federal 
Government, in and of itself, is neither bad nor good. It can be 
bad when it involves overstaffing of Government agencies, or need-
less duplication of functions, or poor management, or public serv-
ices which cost more than they are worth, or the intrusion of gov-
ernment into areas where it does not belong. It can be good when it 
is put to work efficiently in the interests of our national strength, 
economic progress, and human compassion. 

• I have been guided by the principle that an austere budget need 
not be and should not be a standstill budget. When budgetary 
restraint leads the Government to turn its back on new needs and 
new problems, economy becomes but another word for stagnation. 
But when vigorous pruning of old programs and procedures releases 
the funds to meet new challenges and opportunities, economy be-
comes the companion of progress. 

This is, I believe, a budget of economy and progress. On the one 
hand, it calls for a reduction from the preceding year in total admin-
istrative budget expenditures—and it is only the second budget in 9 
years to do so. It calls for a substantial reduction, in total civilian 
employment in the executive branch—and it is the first budget to do 
so since the practice of totaling the employment estimates in the 
budget was initiated in January 1956. It cuts the deficit in half, and 
carries us a giant step toward the achievement of a balanced budget 
in a full-employment, full-prosperity economy. 

On the other hand, this budget safeguards the peace by providing 
for the further strengthening of the most formidable defense estab-
lishment the world has ever known; it recommends continued military 
assistance to those nations menaced by Communist aggression, direct 
and indirect; it includes economic assistance to those nations which 
are willing to take the steps necessary to guard their freedom and 
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independence through economic self-help; it provides the funds neces-
sary to advance our mastery of space toward the achievement of a 
manned lunar landing in this decade; it provides for the sound 
management and development of our natural and agricultural re-
sources; and in its recommendations relating to education, housing, 
manpower training, health, and employment opportunities for youth, 
it provides more funds than ever before in our history for the fuller 
development of our Nation's most important resource—its people. 

Moreover, this budget makes provision for the initiation of a new 
and major effort to break the vicious circle of chronic poverty, which 
denies to millions of our fellow citizens a just participation in the 
benefits of life in our country. We owe to every young person in 
America a fair start in life—and this means that we must attack those 
deficiencies in education, training, health, and job opportunities by 
which the fetters of poverty are passed on from parents to children. 
The attack on poverty must rely on local initiative and leadership ; 
and the resources of the local, State, and Federal Governments must 
be mobilized to support these efforts. I will shortly send to the Con-
gress a special message conveying my recommendations for the attack 
on poverty. 

The urgent and necessary program increases recommended in this 
budget will be financed out of the savings made possible by strict 
economy measures and by an exhaustive screening of existing pro-
grams. As a result of the highly successful cost reduction program 
launched in 1962 by the Secretary of Defense, the 1965 program 
of the Department of Defense will require over $2 billion less in ap-
propriations than would otherwise be the case—a sum greater than 
the 1965 cost of the new programs I am recommending to the Congress. 
Department of Defense expenditures will decline by more than $1 
billion from 1964 to 1965, and additional savings are expected to be 
realized in agriculture, atomic energy, postal services, veterans bene-
fits, and in various lending programs through substitution of private 
for public credit. 

My proposals call for administrative budget expenditures in 1965 
of $97.9 billion—$900 million less than was requested in the 1964 budget 
and $500 million less than I now estimate will be spent in 1964. This 
reduction in expenditures will be achieved despite a steady growth in 
the workload of nearly every civilian agency of Government—ranging 
all the way from the number of income tax returns to the number of 
visitors to our national parks. The reduction in expenditures will be 
achieved despite built-in and relatively uncontrollable expenditure 
increases resulting from past commitments and legislative provisions, 
including higher costs for interest on the debt and for military and 
civilian pay increases required by law. 

Administrative budget receipts are expected to increase in 1965 to 
$93.0 billion, $4.6 billion over 1964. This increase, reflecting the 
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expectation of a strongly growing economy spurred by prompt enact-
ment of the tax program, takes into account the estimated revenue 
losses from the new tax rates. 

The resulting administrative budget deficit of $4.9 billion for 1965 
is $5.1 billion below the deficit now estimated for the current year 
and marks an important first step toward a balanced budget. 

* * * 

On the cash basis, total payments to the public are estimated at 
$122.7 billion for 1965. Total receipts from the public are estimated 
at $119.7 billion, resulting in a $2.9 billion excess of payments over 
receipts. The estimates of cash payments and receipts in 1965 reflect 
the normal, built-in growth of trust fund benefit payments, and the 
employment and excise tax revenues which finance them. 

Another measure of Federal finances—one which emphasizes the 
impact of the Government's fiscal activities on the economy—is based 
on the national income accounts. Under this concept, Federal fiscal 
data, including the trust funds, are generally estimated on an accrual 
rather than a cash basis, and eliminate transactions, such as loans, 
which do not directly result in production and income. These data 
indicate an excess of payments over receipts of $2.8 billion in fiscal 
year 1965. 

THE ECONOMY A N D TAX REDUCTION 

The Federal budget is a detailed plan for managing the business 
of Government, but it is more than that: In setting the relationship 
between Government expenditures and taxation, the budget is also a 
powerful economic force which can help or hamper our efforts to 
achieve stable prosperity and steady growth. 

The expenditure proposals in this budget are ample to satisfy our 
most pressing needs for governmental services, but the broad economic 
stimulus needed to carry our economy to new high ground in produc-
tion, income, and employment will not come principally from Govern-
ment outlays. I believe—as did President Kennedy—that the pri-
mary impetus needed to move our economy ahead should come, in 
present circumstances, from an expansion of the private sector rather 
than the public sector. Therefore, the earliest possible enactment of 
the tax reduction bill now before the Congress is an integral and vital 
part of my budgetary proposals. 

Our country is currently in its fourth postwar period of economic 
expansion—a period which started in February 1961, and has now 
lasted nearly 3 years. 

Preliminary estimates indicate that the Nation's total output of 
goods and services—our gross national product—rose to $585 billion 
in calendar year 1963, an increase of 5.4% over 1962. 
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Over the same period, personal income rose 4.7%, industrial pro-
duction 5.1%, and corporate profits 10.5%. 

Price stability has been maintained for the sixth consecutive year. 
This is a record of strong expansion—and yet the expansion has 

not been strong enough to absorb the margin of idle workers and idle 
plant capacity which continues to tarnish our economy's performance. 
Almost 3 years after the trough of the last recession, and despite the 
creation of million new jobs in our economy, the unemployment 
rate now stands at 5̂ 2 %• Our factories continue to produce below 
their optimum rate. As a nation we are producing at a rate at least 
$30 billion below our comfortable capacity. This is a gap for which 
we are paying a high price in idle resources, both human and physical. 

This gap must be closed. It must be closed—as President Kennedy 
urged a year ago—by loosening "the checkrein of taxes on private 
spending and productive incentives." It must be closed promptly, 
for the unemployed have already waited too long for jobs which can 
be created simply by allowing our people to spend and invest a greater 
part of the money they earn. 

The bill approved by the House of Representatives last September 
meets the fundamental requirements for tax action in 1964. I propose 
only two changes in that bill: 

• The bill provides for a reduction in the rate of withholding on 
wages and salaries from 18% to 15% for calendar 1964, starting 
on January 1, 1964. Since that date has already been passed, the 
institution of the 15% withholding rate at a later date in 1964 
would require substantial additional refunds to taxpayers next 
year. A corresponding part of the economic stimulus provided 
by the tax program would be delayed until then. Hence, I pro-
pose that the withholding rate be reduced to 14% rather than 15%, 
effective as soon as possible after enactment. This will assure that 
the beneficial effects of the 1964 tax reductions are felt immediately, 
instead of being postponed, in part, for a year. It will simplify 
procedures for taxpayers and their employers by making unneces-
sary another change in the withholding rate in 1965, as provided in 
the House bill. Moreover, the change will also maintain approxi-
mately the same division between the fiscal year 1964 and 1965 
revenue impact of tax reduction as would have resulted from the 
House bill. The revenue estimates in this budget assume approval 
of this change. 

• The House bill fails to close the loophole by which property trans-
ferred at death now escapes capital gains taxation, but it never-
theless would reduce the rate of taxation on capital gains. With-
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out the former provision, the latter provision is unwarranted, and 
it should be deleted from the bill. 

With these two changes, I urge the enactment of the House bill 
by the Senate. 

With prompt enactment of the tax program, economic expansion in 
1964 should proceed briskly. Reflecting the effects of the first stage of 
the tax reduction, the gross national product in calendar year 1964 
should rise to about $623 billion, plus or minus $5 billion. This is 
substantially higher than the GNP which could be expected in the 
absence of prompt enactment of the tax legislation. In fact, since 
expectations of a tax reduction have been incorporated into the for-
ward planning of many business firms, the effect on the economy of 
failure to pass the legislation swiftly might be deeply disturbing. 

As the tax reduction takes full effect, its stimulus to private con-
sumption and investment will shrink the $30 billion gap between 
the Nation's actual and potential output, and provide approximately 
2 million additional jobs for the unemployed and the new workers 
entering the labor force. As economic activity expands, and personal 
and business incomes increase, Federal revenues will also rise. The 
higher revenues, combined with continuing pressure for economy and 
efficiency in Federal expenditure programs, should hasten the achieve-
ment of a balanced budget in an economy of full prosperity. 

Income tax revisions.—The bill currently before the Senate will 
reduce income tax liabilities by $11.1 billion. Individual rate reduc-
tions and structural changes account for about 80% of the total tax 
reduction. The remaining 20% reflects a reduction in corporate taxes, 
providing enhanced incentives for new investment. 

Once the tax bill becomes fully effective in calendar year 1965, 
the entire schedule of individual income tax rates will fall from the 
present range of 20% to 91% to a range of 14% to 70%, and the cur-
rent first $2,000 bracket of taxable income will be divided into four 
successive brackets of $500 each. 

Al l corporations will pay lower tax rates, with incorporated small 
businesses receiving the largest proportionate tax rate reduction be-
cause the tax rate on the first $25,000 of their taxable income is reduced 
from 30% to 22%. Large corporations (with estimated tax liabilities 
above $100,000) will have to speed up their tax payments in order to 
reduce the lag between the time when taxable profits are earned and 
the time when taxes are paid; however, this speedup plan is gradual, 
shifting the timing of corporation tax collections a bit each year for 
the next 7 years. 

The combination of the investment tax credit and the revision of 
depreciation guidelines achieved in 1962, plus the $2y2 billion tax rate 
reductions and structural changes proposed for corporations in the 
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pending bill, will result in a total reduction of about $5 billion in 
corporate tax liabilities. 

The bill also contains many changes in the income tax laws that 
are designed to reduce the weight of taxes where the burden is most 
unfair, and to correct special tax advantages which will no longer be 
equitable under the proposed structure. 

Excise tax extension.—The Congress should extend several cur-
rent excise tax rates which will otherwise decline or expire on July 1, 
1964. These excise taxes have been continued at the present rates 
through annual extensions for the past several years. Without exten-
sion, revenues would fall by $1.7 billion during fiscal year 1965. 

User charges.—Many Federal Government programs furnish spe-
cific, identifiable benefits to the individuals and. businesses using 
them. Equity to all taxpayers demands that those who enjoy the 
benefits should bear a greater share of the costs. I am, therefore, 
renewing recommendations for the enactment of user charges for com-
mercial and general aviation and for transportation on inland water-
ways. 

Appropriate fees should also be assessed in other areas where the 
Government provides special services. New legislation is necessary 
in several cases to carry out this policy—such as a revision of patent 
fees to reflect today's costs more adequately—and appropriate pro-
posals are either before the Congress or will be forwarded this year. 

NEW OBLIGATIONAL AUTHORITY 
Obligations incurred by Federal agencies under authority pro-

vided by the Congress are the forerunners of Federal expenditures. 
Expenditure control, therefore, depends substantially upon careful 
control of obligations. 

In this budget, new obligational authority of $103.8 billion is pro-
posed in the administrative budget for fiscal year 1965. This is $1.2 
billion above the amount now estimated for fiscal year 1964, but is $4.1 
billion less than was originally requested for the current year in the 
1964 budget. The amount recommended for 1965 includes $50.9 bil-
lion for the Department of Defense (including military assistance), 
$120 million less than the amount for the current year. 

Significant changes in new obligational authority from 1964 to 
1965 include increases of $1.5 billion for the Department of Health, 
Education, and Welfare, mainly as a result of new health and educa-
tion proposals; $361 million for the Department of Labor because of 
the recently amended manpower training program and the proposed 
youth employment legislation; and $500 million for special appropria-
tions requested for new community programs to attack poverty. Ma-
jor decreases include $1.5 billion for the Housing and Home Finance 
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NEW OBLIGATIONAL AUTHORITY 
[Fiscal years. In billions] 

Description 1963 1964 1965 Description 
actual estimate estimate 

Total authorizations requiring current action by Congress: 
$ 9 1 . 4 Administrative budget funds . . $ 9 0 . 6 $ 9 0 . 0 $ 9 1 . 4 

Trust funds.. - 3 . 9 . 4 4 . 2 
Total authorizations not requiring current action by Congress: 

12.4 Administrative budget funds. - . 11 .6 12 .6 12 .4 
Trust funds. . - 2 4 . 7 3 1 . 3 2 7 . 6 

Total new obligational authority: 
102 .3 102 .6 103.8 Administrative budget funds . . . 102 .3 102 .6 103.8 

Trust funds - - - - - 2 8 . 6 3 1 . 7 3 1 . 8 

Agency, reflecting nonrecurring authority requested in 1964, and $1.3 
billion for the Department of Agriculture. 

Of the total amount proposed, $40 billion will become available 
under permanent authorizations without further congressional action, 
including $27.6 billion becoming automatically available as revenues 
flow into the trust funds. In the administrative budget, the principal 
permanent appropriation is to pay the interest on the public debt 
which in 1965 is estimated at $11 billion, $0.4 billion more than in 
1964. 

For the current fiscal year, the Congress is requested to enact $4.2 
billion of additional new obligational authority to provide needed 
funds for housing and space programs and to finance legislation en-
acted last year for which no appropriations were provided—such as 
increased military compensation, broadened manpower development 
activities, aid to higher education, vocational education activities, and 
mental retardation programs. Including supplemental authoriza-
tions, a total of $102.6 billion in new obligational authority is esti-
mated for fiscal year 1964 in the administrative budget. 

GOVERNMENT PROGRAMS A N D EXPENDITURES 
The expenditures proposed in this budget are necessary to meet 

the needs of our growing society, promote the basic strength of the 
Nation, honor our worldwide commitments, and fulfill our financial 
obligations. 

Between 1955 and 1965, our population will grow by almost 30 
million people, about 17% with the largest increases in the very young 
and the very old age groups. To keep pace, the Federal Government 
has had to continue existing public services and provide the additional 
services needed for future growth. The expansion of the economy, 
even though falling short of its potential in recent years, has helped 
provide the resources for both increased public and private services. 

We will continue to experience rapid population growth while we 
seek to improve the rate of economic growth, and over the long run 
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this will put upward pressure on Government expenditures for civilian 
purposes. Nevertheless, wherever and whenever possible, we should 
try to reduce costs, curtail less urgent activities, and find other savings 
to permit essential new or growing services to be financed at the least 
cost to the taxpayer. That has been the policy in this budget. Essen-
tial services have been provided while administrative budget expendi-
tures decline by over one-half billion dollars between the fiscal years 
1964 and 1965. 

THE 1964 AND 1965 BUDGETS COMPARED 
[In billiona] 

Change from prior year (administrative budget) 

New obligational 
authority 

Expenditures 

1964 
budget 

document 

1965 
budget 

document 

1964 
budget 

document 

1965 
budget 

document 

National defense +$2.2 
+ 2 . 0 

+ . 3 

- $ 0 . 2 
+ . 1 
+ . 4 

+$2 .4 
+ 1 . 8 
+ . 3 

- $ 1 . 3 
+ . 6 
+ . 4 

Space 
+$2.2 

+ 2 . 0 
+ . 3 

- $ 0 . 2 
+ . 1 
+ . 4 

+$2 .4 
+ 1 . 8 
+ . 3 

- $ 1 . 3 
+ . 6 
+ . 4 Interest . 

+$2.2 
+ 2 . 0 

+ . 3 

- $ 0 . 2 
+ . 1 
+ . 4 

+$2 .4 
+ 1 . 8 
+ . 3 

- $ 1 . 3 
+ . 6 
+ . 4 

Subtotal 

+$2.2 
+ 2 . 0 

+ . 3 

- $ 0 . 2 
+ . 1 
+ . 4 

+$2 .4 
+ 1 . 8 
+ . 3 

- $ 1 . 3 
+ . 6 
+ . 4 

Subtotal + 4 . 6 + . 3 + 4 . 6 - . 3 

Health, labor, welfare, and education (including 
attack on poverty) 

All other 

+ 4 . 6 + . 3 + 4 . 6 - . 3 

Health, labor, welfare, and education (including 
attack on poverty) 

All other 
+2.1 
- 2 . 0 

+ 2 . 6 
- 1 . 7 

+ . 9 
- . 9 

+ . 9 
- 1 . 1 

Total 

+2.1 
- 2 . 0 

+ 2 . 6 
- 1 . 7 

+ . 9 
- . 9 

+ . 9 
- 1 . 1 

Total + 4 . 7 + 1 . 2 + 4 . 5 - . 5 + 4 . 7 + 1 . 2 + 4 . 5 - . 5 

The attack on poverty.—In this budget I have provided over $1 
billion of new obligational authority to begin an all-out attack on the 
problem of poverty in the United States. In a nation as rich and pro-
ductive as ours we cannot tolerate a situation in which millions of 
Americans do not have the education, health, and job opportunities for 
a decent and respected place as productive citizens. The vicious circle 
of poverty—in which one generation's poverty, ignorance, and disease 
breed the same problems for the next—must be broken. I propose to 
break that circle by raising the educational, skill, and health levels 
of the younger generation, increasing their job opportunities and help-
ing their families to provide a better home life. I propose a program 
which relies upon the traditional and time-tested American methods of 
organized local community action to help individuals, families, and 
communities to help themselves. 

Poverty stems from no one source, but reflects a multitude of 
causes. Correspondingly, a number of individual programs have been 
developed over the years to attack these individual problems of job 
opportunities, education, and training. Other specific programs deal 
with the closely related areas of health, housing, welfare, and agri-
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cultural services. I propose to establish a means of bringing together 
these separate programs—Federal, State, and local—in an effort to 
achieve a unified and intensified approach to this complex problem, in 
which each separate element reinforces the others. 

Under this proposal, locally initiated, comprehensive community 
action programs would be developed, to focus the various available 
resources on the roots of poverty in urban and rural areas. I shall 
shortly transmit to the Congress legislation initiating this attack and 
authorizing, in 1965, $500 million of new obligational authority spe-
cifically for this purpose. Additional funds for the local commu-
nity action programs will be available from existing agency programs. 
Moreover, other legislative proposals, recommended elsewhere in this 
message, will contribute important new resources to the attack on 
poverty. The Youth Employment Act, the National Service Corps, 
and the community work and training program, are examples of such 
proposals. Of particular significance will be the education proposal 
for project grants to meet special educational needs. Al l told, in 1965 
more than $1 billion of Federal resources under existing and proposed 
legislation would be concentrated, through local community action 
programs, in an intensive and coordinated attack on poverty. 

Special emphasis is also being given to the economic needs of the 
165,000-square-mile Appalachian region of the United States, which 
has been largely bypassed in the growth of prosperity in recent years. 
This emphasis by the Government, combined with the resources and 
activities of State, local, and private institutions and enterprises in 
the region, will be directed toward the development of the natural re-
sources of the region, and the promotion of better employment oppor-
tunities for its people. 

# # # 
PUBLIC DEBT 

Under present law the temporary debt limitation of $315 billion will 
continue in effect through June 29, 1964. The temporary limit then 
becomes $309 billion for one day, June 30, 1964, after which the per-
manent ceiling of $285 billion again becomes effective. 

The present temporary debt limits were enacted in November 1963. 
The House Committee on Ways and Means noted in its report of 
November 4, 1963, that the ceilings were very restrictive, and cut 
sharply into the normal allowances for contingencies and flexibility 
during periods of peak requirements in March and June. The report 
also noted the concern of the Secretary of the Treasury that the debt 
could not be reduced to the $309 billion limit set by statute for June 30, 
1964, without disrupting orderly management of Treasury finances. 

Based on the latest estimates contained in this budget, the debt 
subject to limit on June 30, 1964, is now estimated to be $312 billion. 
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Accordingly, a change in the limit is necessary before June 30, 1964, 
if serious difficulties in the conduct of public debt management are to be 
avoided. A further change will be needed to cover the anticipated 
but reduced, deficit for 1965. 

Debt limitations which are so restrictive or so temporary in applica-
tion as to necessitate several legislative revisions in a single year—as 
last year—conflict with economical operation of the Government and 
effective financial management, and involve both the Congress and 
the Executive in unnecessarily repetitive discussions of the same issues. 
Instead, the debt ceiling should provide sufficient flexibility for sound 
management of the Government's finances at the lowest cost, and 
also permit the Treasury leeway for actively supporting the Nation's 
balance-of-payments position through timely debt operations. With 
or without a restrictive debt ceiling, expenditures in this administra-
tion will be held to the lowest possible level. 

EFFICIENCY A N D ECONOMY IN GOVERNMENT 
I call upon all Government employees to observe three paramount 

principles of public service: 
First, complete fairness in the administration of governmental 

powers and services; 
Second, scrupulous avoidance of conflicts of interest; and 
Third, a passion for efficiency and economy in every aspect of Gov-

ernment operations. 
For its part, the Federal Government must be a good employer. It 

must offer challenging opportunities to its employees. It must be 
prompt to recognize and reward initiative. It must pay well to attract 
and keep its share of dedicated and resourceful workers. It must wel-
come fresh ideas, new approaches, and responsible criticism. 

For 33 years I have been in Government service. I have known its 
challenge, its rewards, and its opportunities. But all these will mul-
tiply in the years to come. The time is at hand to develop the Federal 
service into the finest instrument of public good that our will and 
ingenuity can forge. 

Controlling employment.—Although both our population and our 
economy are growing and placing greater demands upon the Govern-
ment for services of every kind, I believe the time has come to get our 
work done by improving the efficiency and productivity of our Federal 
work force, rather than by adding to its numbers. 

This budget proposes a reduction in Federal employment in 1965— 
from 2,512,400 to 2,511,200 civilian employees—and I have directed 
the heads of all departments and agencies to work toward reducing 
employment still further. This reversal in the trend of Federal em-
ployment results from a rigorous appraisal of personnel needs, de-
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termined measures to increase employee productivity and efficiency, 
and the curtailment of lower priority work. It will be accomplished 
despite large and unavoidable increases in workloads. 

Of the 9y2 million civilian employees of governments in the United 
States today, 2y2 million are employed by the Federal Government 
and about 7 million by the State and local governments. In the decade 
from fiscal year 1955, Federal civilian employment in the executive 
branch will rise by 6%, while the population of the United States 
will increase by 17%. State and local employment will increase about 
65% during the same period. 

In fiscal year 1955, we had 14 Federal civilian employees in the 
executive branch for every 1,000 people; in fiscal year 1965, we will 
have fewer than 13 Federal civilian employees to serve every 1,000 
people. 

Management improvement and cost reduction.—As substantial 
as are savings due to tightening up on Federal employment, even 
larger economies result from actions which eliminate waste and dupli-
cation, simplify unnecessarily complex systems and procedures, and 
introduce new and better business methods. 

The emphasis on management improvement in the executive branch 
during the past 3 years has led to impressive economies on a very 
wide front. Functions have been consolidated. Automatic data proc-
essing equipment has improved efficiency and reduced operating costs. 
Excess property in the possession of one agency has been transferred 
to others, saving substantial funds budgeted for new purchases. Pro-
ductivity has been increased in agencies with the heaviest volume 
of workloads, thus avoiding payroll increases. 

In the Department of Defense, the cost reduction program has 
achieved exceptional results. Without impairing combat strength or 
effectiveness, savings of over $1 billion were achieved in fiscal year 
1963, and annual savings by fiscal year 1967 are expected to reach the 
impressive figure of $4 billion. As part of this effort, defense bases 
and installations no longer needed will be shut down. The number of 
civilian employees in the Department of Defense will decrease by 10,-
000 in fiscal year 1964 and by another 17,000 in 1965—to the lowest 
level since 1950. 

I have directed all departments and agencies to continue and in-
tensify these efforts. When the search for economy is compromised, 
the taxpayer is the loser. 

Government organization.—The organization of the Government 
must be adjusted to cope with new and challenging problems resulting 
from scientific and technological advances, the development of new 
and the elimination of old programs, and changes in policies and pro-
gram emphasis. 
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One of the most urgently needed improvements requiring congres-
sional action is legislation to create a Department of Housing and 
Community Development to provide leadership in coordinating vari-
ous Federal programs which aid the development of our urban areas. 
I recommend that the Congress approve establishment of this new 
Department during its current session. 

The authority of the President to transmit reorganization plans 
to the Congress expired on May 31, 1963. Legislation now pending 
in the Congress should be enacted to renew this authority. 

Salary reform and adjustment.—Although this budget is deliber-
ately restrictive, I have concluded that Government economy will be 
best served by an upward adjustment in salaries. In the last year 
and a half the Federal Government has taken far-reaching steps to 
improve its pay practices. The Federal Salary Reform Act of 1962 
and the Uniformed Services Pay Act of 1963 established the principle 
of keeping military and civilian pay generally in line with pay in the 
private economy. This is a sound principle, and it is reinforced by 
the sound procedure of annual review. This principle is fair to the 
taxpayer, to Government employees, and to the Government as an 
employer. 

This budget provides for the costs of such action in this session of 
Congress. Any pay action by the Congress should bring salary rates 
for top executive branch positions up to levels more nearly commen-
surate with their respective responsibilities, and increase rates for the 
Congress and the judiciary. Economy and efficiency in Government 
will come primarily from the hard and conscientious work of our top 
managers, who are now plainly underpaid for what is expected of 
them. 

CONCLUSION 
Approval of this budget will: 

• L i f t a major barrier to more rapid growth in the private sector of 
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the economy by reducing tax burdens and providing investment 
incentives. 

• Meet the Nation's defense, international, and domestic require-
ments. 

• Provide generously for human needs and, with local community 
action, attack forcefully the pockets of human want and deprivation 
in our land. 

• Advance efficient and economical administration in the Govern-
ment so that each tax dollar will be a dollar well spent. 

The program proposed for 1965 should provide ample assurance of 
our determination to keep costs under tight control and move the tax 
reduction bill toward speedy approval. It should also provide ample 
evidence that critical national problems need not go unsolved and 
human wants unmet in a nation rich in moral as well as material 
strength. 

A government that is strong, a government that is solvent, a gov-
ernment that is compassionate is the kind of government that endures. 

There is no inconsistency in being prudent and frugal, in being alert 
and strong, and in being sensitive and sympathetic to the unfilled 
needs of the people. 

This is the objective of this administration. It is an objective 
that will be met. 

I firmly believe the proposals in this budget will serve the Nation 
well and I ask the support of the Congress and the American people 
in putting them into effect. 

LYNDON B . JOHNSON. 

January 21,1964. 
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TABLES O N THE BUDGET 
Administrat ive Budget a n d Trust Fund Expenditures by Funct ion, 

1 9 5 8 - 6 5 
The fo l lowing two tables show administrative budget and trust fund expenditures since 1958, 

according to the functions they serve. T h e functional categories provide a meaningful 
historical comparison because all expenditures for activities of a similar nature are grouped 
together even if they are made by different agencies, or i f—through reorganizations or 
otherwise—they are shifted f r o m one agency to another over the years. 

ADMINISTRATIVE BUDGET EXPENDITURES BY FUNCTION 
[Fiscal years. In millions of dollars] 

Description 
Actual Estimate 

Description 

1058 1959 1960 1961 1962 1963 1964 1965 

National defense: 
Department of Defense—military: 

Purchase of weapons and equipment 
Military personnel 
Operation and maintenance 
Research and development 

14,083 
11,611 
9,761 
2,504 
2,187 

14,409 
11,801 
10,378 
2,866 
2,340 

13,334 
11,738 
10,223 
4,710 
1,609 

13,095 
12,085 
10,611 
6,131 
1,449 

14,532 
13,032 
11,594 
6,319 
1,390 

90 
1,248 

16,632 
13,000 
11,874 
6,376 
1,721 

203 
170 

16,337 
14,180 
11,870 
6,943 
1,400 

150 
1,420 

14,785 
14,660 
12,278 
6,580 
1,200 

150 
1,547 Military construction and other 

Subtotal, military 
Atomic energy 
Defense-related activities 

Subtotal 

International affairs and finance: 
Economic ana financial programs: 

Development loans 

1,110 1,769 1,210 1,305 

14,532 
13,032 
11,594 
6,319 
1,390 

90 
1,248 

16,632 
13,000 
11,874 
6,376 
1,721 

203 
170 

16,337 
14,180 
11,870 
6,943 
1,400 

150 
1,420 

14,785 
14,660 
12,278 
6,580 
1,200 

150 
1,547 Military construction and other 

Subtotal, military 
Atomic energy 
Defense-related activities 

Subtotal 

International affairs and finance: 
Economic ana financial programs: 

Development loans 

41,258 
2,268 

709 

43, 563 
2,541 

379 

42,824 
2,623 

244 

44,676 
2, 713 

104 

48,205 
2,806 

92 

49,973 
2,758 

24 

52,300 
2,800 

197 

51,200 
2,735 

44 

Military construction and other 

Subtotal, military 
Atomic energy 
Defense-related activities 

Subtotal 

International affairs and finance: 
Economic ana financial programs: 

Development loans 

44,234 46,483 45,691 47,494 51,103 52,755 55,297 53,979 

Military construction and other 

Subtotal, military 
Atomic energy 
Defense-related activities 

Subtotal 

International affairs and finance: 
Economic ana financial programs: 

Development loans 2 66 202 258 347 
155 
618 
272 
980 
249 

197 

760 
260 
494 
245 
282 
346 

201 

790 
325 
415 
230 
137 
316 

234 

850 
405 
335 
225 

- 1 1 0 
315 

227 

Supporting assistance 
Development grants 
Other 

Conduct of foreign affairs 
Foreign information and exchange ac-

tivities 

Subtotal 

Space research and technology: 1 

1,103 
136 
669 
173 

149 

1,138 
146 

2,053 
237 

139 

995 
149 
131 
217 

137 

1,013 
169 
685 
216 

158 

347 
155 
618 
272 
980 
249 

197 

760 
260 
494 
245 
282 
346 

201 

790 
325 
415 
230 
137 
316 

234 

850 
405 
335 
225 

- 1 1 0 
315 

227 

Supporting assistance 
Development grants 
Other 

Conduct of foreign affairs 
Foreign information and exchange ac-

tivities 

Subtotal 

Space research and technology: 1 

2,231 3,780 1,832 2,500 2,817 2,588 2,447 2,248 

Supporting assistance 
Development grants 
Other 

Conduct of foreign affairs 
Foreign information and exchange ac-

tivities 

Subtotal 

Space research and technology: 1 

237 
216 

16 

275 

547 
337 
61 

312 

1,533 
484 

90 

445 

2,898 
645 
105 

752 

3,370 
670 
97 

853 

237 
216 

16 

275 

547 
337 
61 

312 

1,533 
484 

90 

445 

2,898 
645 
105 

752 

3,370 
670 
97 

853 

237 
216 

16 

275 

547 
337 
61 

312 

1,533 
484 

90 

445 

2,898 
645 
105 

752 

3,370 
670 
97 

853 
Other research, technology, and support-

237 
216 

16 

275 

547 
337 
61 

312 

1,533 
484 

90 

445 

2,898 
645 
105 

752 

3,370 
670 
97 

853 

Subtotal 

Agriculture and agricultural resources: 
Farm income stabilization and Food for 

Peace 
Agriculturallandand water resources.... 
Rural electrification and telephone loan's. 
Farming and rural housing loans 
Research and other agricultural services. 

Subtotal 

Natural resources: 
Land, water and power resources 
Forests 
Recreational resources 
Minerals 
Fish and wildlife 
Other 

Subtotal 

237 
216 

16 

275 

547 
337 
61 

312 

1,533 
484 

90 

445 

2,898 
645 
105 

752 

3,370 
670 
97 

853 

Subtotal 

Agriculture and agricultural resources: 
Farm income stabilization and Food for 

Peace 
Agriculturallandand water resources.... 
Rural electrification and telephone loan's. 
Farming and rural housing loans 
Research and other agricultural services. 

Subtotal 

Natural resources: 
Land, water and power resources 
Forests 
Recreational resources 
Minerals 
Fish and wildlife 
Other 

Subtotal 

89 145 401 744 1,257 2,552 4,400 4,990 Subtotal 

Agriculture and agricultural resources: 
Farm income stabilization and Food for 

Peace 
Agriculturallandand water resources.... 
Rural electrification and telephone loan's. 
Farming and rural housing loans 
Research and other agricultural services. 

Subtotal 

Natural resources: 
Land, water and power resources 
Forests 
Recreational resources 
Minerals 
Fish and wildlife 
Other 

Subtotal 

3,284 
315 
297 
269 
255 

5,297 
376 
315 
311 
291 

3,602 
368 
330 
289 
293 

3,800 
397 
301 
349 
324 

4,576 
426 
303 
234 
341 

5,517 
404 
342 
300 
391 

4,746 
417 
219 
279 
409 

3,750 
423 
216 
130 
388 

Subtotal 

Agriculture and agricultural resources: 
Farm income stabilization and Food for 

Peace 
Agriculturallandand water resources.... 
Rural electrification and telephone loan's. 
Farming and rural housing loans 
Research and other agricultural services. 

Subtotal 

Natural resources: 
Land, water and power resources 
Forests 
Recreational resources 
Minerals 
Fish and wildlife 
Other 

Subtotal 

4,419 6,590 4,882 5,172 5,881 6,954 6,070 4,907 

Subtotal 

Agriculture and agricultural resources: 
Farm income stabilization and Food for 

Peace 
Agriculturallandand water resources.... 
Rural electrification and telephone loan's. 
Farming and rural housing loans 
Research and other agricultural services. 

Subtotal 

Natural resources: 
Land, water and power resources 
Forests 
Recreational resources 
Minerals 
Fish and wildlife 
Other 

Subtotal 

1,139 
174 
69 
59 
60 
44 

1,184 
201 
85 
71 
68 
61 

1, 235 
220 

74 
65 
68 
51 

1, 394 
331 
91 
61 
73 
55 

1,564 
280 
94 
68 
81 
60 

1,699 
303 
112 
71 
94 
73 

1,720 
354 
122 
107 
104 
76 

1,808 
339 
138 
113 
110 
80 

Subtotal 

Agriculture and agricultural resources: 
Farm income stabilization and Food for 

Peace 
Agriculturallandand water resources.... 
Rural electrification and telephone loan's. 
Farming and rural housing loans 
Research and other agricultural services. 

Subtotal 

Natural resources: 
Land, water and power resources 
Forests 
Recreational resources 
Minerals 
Fish and wildlife 
Other 

Subtotal 1, 544 1,670 1, 714 2,006 2,147 2,352 2,483 2,588 

1 Breakdown not available on a comparable basis prior to 1961. 
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ADMINISTRATIVE BUDGET EXPENDITURES BY FUNCTION—Continued 

[Fiscal years. In millions of dollars] 

Description 
Actual Estimate 

Description 

1968 1959 1960 1961 1962 1963 1964 1965 

Commtrce and transportation: 
Aviation 
Water transportation 
Postal service 
Advancement of business 
Area redevelopment 

31S 
392 
674 
170 

494 
436 
774 
234 

568 
508 
525 
265 

716 
569 
914 
271 

781 
654 
797 
427 

7 
74 
33 

808 
672 
770 
366 
101 
84 
41 

875 
708 
546 
426 
463 
89 
45 

912 
717 
475 
455 
375 

94 
42 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

49 
31 

58 
30 

59 
38 

67 
36 

781 
654 
797 
427 

7 
74 
33 

808 
672 
770 
366 
101 
84 
41 

875 
708 
546 
426 
463 
89 
45 

912 
717 
475 
455 
375 

94 
42 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

1,632 

78 
51 

—38 

—32 

—56 
26 

2,025 

108 
97 

—41 

842 

—69 
33 

1,963 2,573 

162 
150 

—35 

75 

—84 
51 

2,774 

261 
163 

—237 

—123 

211 
74 

2,843 3,151 3,069 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

1,632 

78 
51 

—38 

—32 

—56 
26 

2,025 

108 
97 

—41 

842 

—69 
33 

130 
134 

—20 

—30 

—122 
30 

2,573 

162 
150 

—35 

75 

—84 
51 

2,774 

261 
163 

—237 

—123 

211 
74 

222 
178 

- 2 6 4 

- 4 3 9 

167 
70 

316 
146 

- 2 5 0 

- 5 7 8 

106 
69 

411 
222 

- 3 4 9 

- 5 8 8 

- 1 0 5 
90 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

30 970 122 320 349 - 6 7 - 1 9 1 - 3 1 7 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

1,797 
540 
488 
167 
67 

1,969 
700 
924 
218 
66 

2,061 
815 
510 
234 
70 

2,170 
938 
809 
241 
85 

2,437 
1,128 

591 
275 
108 

2,788 
1,354 

224 
284 
140 

3,007 
1,638 

390 
325 
174 

2,869 
1,733 

651 
344 
236 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

3,059 3,877 3,690 4,244 4,538 4,789 5,533 5,832 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

189 
178 
50 

124 

259 
225 
106 
141 

327 
261 
120 
156 

332 
286 
143 
181 

337 
350 
183 
207 

392 
428 
206 
219 

411 
404 
260 
272 

471 
442 
302 
477 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

541 732 866 943 1,076 1,244 1,348 1,691 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

2,024 
1,037 

856 
699 
239 
329 

2,071 
1,152 

921 
574 
234 
335 

2,049 
1,265 

961 
383 
328 
281 

2,034 
1,532 
1,030 

237 
312 
268 

2,017 
1,635 
1,084 

142 
236 
287 

2,116 
1,698 
1,145 

88 
- 1 0 9 

248 

2,126 
1,743 
1,240 

56 
- 5 9 
257 

2,120 
1,777 
1,246 

33 
- 3 3 4 

240 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

5,184 5,287 5,266 5,414 5,403 5,186 5,362 5,081 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

502 
245 
233 
133 
84 
88 

566 
295 
255 
149 
95 

107 

558 
372 
263 
158 
84 

108 

607 
372 
289 
170 
140 
131 

653 
419 
300 
192 
153 
158 

715 
444 
323 
194 
142 
160 

800 
540 
338 
209 
175 
178 

838 
561 
351 
210 
106 
172 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

1,284 1,466 1,542 1,709 1,875 1,979 2, 238 2, 238 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 

7,689 7,671 9,266 9,050 9,198 9,980 10,701 11,101 

Regulation of business 
Highways 

Subtotal 

Housing and community development: 
Urban renewal and community facilities . -
Public housing 
Aids to private housing: 

Federal Savings and Loan Insurance 
Corporation 

Federal National Mortgage Associa-
tion 

Federal Housing Administration and 
other 

National capital region 

Subtotal 

Health, labor, and welfare: 
Public assistance 
Health services and research 
Labor and manpower 
School lunch, special milk, and food stamp. 
Vocational rehabilitation and other 

Subtotal 

Education: 
Elementary and secondary education 
Higher education 
Science education and basic research 
New program and other aid to education. 

Subtotal 

Veterans benefits and services: 
Disability and survivors compensation... 
Non-service-connected pensions 
Hospitals and medical care 
Education and training 
Housing loan programs 
Other benefits and services 

Subtotal 

General government: 
Tax collection and central fiscal opera-

tions 
Property and records management 
Protective services and alien control 
Legislative and judicial functions 
Central personnel management 
Territories and possessions, and other 

Subtotal 

Interest 

Allowances: 
250 
544 
300 

250 
544 
300 250 

250 
544 
300 

Subtotal 
Deduct interfund transactions 

Total administrative budget expend-
itures 

250 

250 
544 
300 

Subtotal 
Deduct interfund transactions 

Total administrative budget expend-
itures 

71,936 
567 

80,697 
355 

77,233 
694 

82,169 
654 

88,419 
633 

93,155 
513 

99,089 
685 

98,500 
600 

Subtotal 
Deduct interfund transactions 

Total administrative budget expend-
itures 71,369 80,342 76,539 81,515 87,787 92,642 98,405 97,900 
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T R U S T F U N D E X P E N D I T U R E S B Y FUNCTION 

[ Fiscal years. In millions of dollars] 

Description 
Actual Estimate Description 

1968 1959 1960 1961 1962 1963 1964 1965 

National defense 
International affairs and finance 
Space research and technology 

344 
1 

229 
21 

256 
48 

196 
13 

366 
15 

679 
44 

867 
86 * 

475 
138 

3,394 
1,628 

22,669 
2 

642 
18 

- 1 1 6 
488 

1,231 
99 
2 

442 
107 

3,466 
456 

23,549 
2 

495 
18 

- 1 7 
477 

Agriculture and agricultural resources 
Natural resources 
Commerce and transportation 
Housing and community development 
Health, labor, and welfare 
Education ! 
Veterans benefits and services 
General government 
Deposit funds (net) 
Deduct interfund transactions 

Total trust fund expenditures 

357 
101 

1,401 
- 2 9 5 

12,775 
1 

671 
10 

- 2 9 
11 

645 
94 

2,493 
1,263 

14,306 
1 

651 
10 

- 6 0 
135 

458 
116 

2,831 
1,439 

16, 358 

673 
17 

- 7 8 
908 

416 
183 

2,505 
- 2 7 3 

19,236 
1 

811 
16 

203 
515 

398 
112 

2,662 
1,524 

2a 382 

733 
20 

- 5 4 4 
528 

507 
122 

2,877 
- 3 6 

21,855 
2 

835 
19 

146 
505 

867 
86 * 

475 
138 

3,394 
1,628 

22,669 
2 

642 
18 

- 1 1 6 
488 

1,231 
99 
2 

442 
107 

3,466 
456 

23,549 
2 

495 
18 

- 1 7 
477 

Agriculture and agricultural resources 
Natural resources 
Commerce and transportation 
Housing and community development 
Health, labor, and welfare 
Education ! 
Veterans benefits and services 
General government 
Deposit funds (net) 
Deduct interfund transactions 

Total trust fund expenditures 15,325 19,521 21,212 22,793 25,141 26,545 29,315 29,372 

•Iiess than one-half million dollars. 

Receipts From a n d Payments to the Public, 1 9 5 8 - 6 5 
The following table presents total receipts from the public by source and payments to the 

public by function. These data combine the administrative budget and trust fund figures, 
and eliminate transactions taking place entirely within the Government A few other adjust-
ments are also made to shift data recorded on an accrual basis to a cash basis. 

[Fiscal years. In millions of dollars] 

Description 
Actual Estimate 

Description 

1958 1959 1960 1961 1962 1963 1964 1965 

Receipts from the public: 
Individual income taxes 
Corporation income taxes 
Excise taxes 
Employment taxes 
Estate and gift taxes 
Customs 
Deposits by States, unemployment 

insurance 
Veterans life insurance premiums 
Other budget and trust receipts 

Total, receipts from the public 

Payments to the public: 
National defense 
International affairs and finance 
Space research and technology 
Agriculture and agricultural resources.. 
Natural resources 
Commerce and transportation 
Housing and community development.. 
Health, labor, and welfare 
Education 
Veterans benefits and services 
Interest 
General government 
Deposit funds (net) 
Allowances: 

34, 724 
20,074 
10,638 
8,565 
1,393 

782 

1,501 
485 

3,730 

36,719 
17,309 
10,578 
8,767 
1, 333 

925 

1,701 
478 

3,851 

40,715 
21,494 
11,676 
11,067 
1,606 
1,105 

2,167 
482 

4,766 

41, 338 
20,954 
11,860 
12,405 
1,896 

982 

2,398 
504 

4,905 

45,571 
20,523 
12,534 
12,561 
2,016 
1,142 

2,729 
501 

4,288 

47,588 
21,579 
13,194 
14,862 
2,167 
1,205 

3,009 
494 

5,641 

47,500 
23,700 
13,699 
16,777 
2,335 
1,275 

2,900 
501 

5,678 

48,500 
25,800 
14,491 
16,996 
2,740 
1,460 

2,825 
499 

6,432 

Receipts from the public: 
Individual income taxes 
Corporation income taxes 
Excise taxes 
Employment taxes 
Estate and gift taxes 
Customs 
Deposits by States, unemployment 

insurance 
Veterans life insurance premiums 
Other budget and trust receipts 

Total, receipts from the public 

Payments to the public: 
National defense 
International affairs and finance 
Space research and technology 
Agriculture and agricultural resources.. 
Natural resources 
Commerce and transportation 
Housing and community development.. 
Health, labor, and welfare 
Education 
Veterans benefits and services 
Interest 
General government 
Deposit funds (net) 
Allowances: 

81,892 81,660 95,078 97, 242 101,865 109,739 114,366 119,742 

Receipts from the public: 
Individual income taxes 
Corporation income taxes 
Excise taxes 
Employment taxes 
Estate and gift taxes 
Customs 
Deposits by States, unemployment 

insurance 
Veterans life insurance premiums 
Other budget and trust receipts 

Total, receipts from the public 

Payments to the public: 
National defense 
International affairs and finance 
Space research and technology 
Agriculture and agricultural resources.. 
Natural resources 
Commerce and transportation 
Housing and community development.. 
Health, labor, and welfare 
Education 
Veterans benefits and services 
Interest 
General government 
Deposit funds (net) 
Allowances: 

44,552 
2,651 

89 
4,347 
1,641 
3,060 
- 3 1 9 

15,757 
542 

5,828 
5,884 
1,292 

- 2 9 

46,673 
2,398 

145 
7,052 
1,754 
4,545 
2,141 

18,017 
733 

5,910 
5,350 
1,475 

- 6 0 

45,915 
1,574 

401 
4,877 
1,822 
4,819 
1,440 

19,107 
867 

5,907 
7,233 
1,558 

- 7 8 

47,685 
2,153 

744 
5,183 
2,101 
5,107 
- 1 0 3 

22,364 
945 

6,187 
7,257 
1,724 

203 

51,462 
2,492 
1,257 
5,942 
2,223 
5,487 
1,691 

23,975 
1,052 
6,092 
6,940 
1,882 
- 5 4 4 

53,429 
2,242 
2,552 
7,266 
2,456 
5,777 
- 2 6 8 

25,698 
1,214 
5,971 
7,427 
1,983 
- 1 9 4 

56,011 
2,452 
4,400 
6,340 
2,611 
6,601 
1,279 

27,265 
1,302 
5,950 
8,120 
2,241 
- 1 1 6 

55,211 
2,377 
4,992 
5,065 
2,688 
6,588 

- 4 0 
28,595 

1,641 
5,525 
8,596 
2,239 

- 1 7 

250 
544 
300 

-1,864 

55,211 
2,377 
4,992 
5,065 
2,688 
6,588 

- 4 0 
28,595 

1,641 
5,525 
8,596 
2,239 

- 1 7 

250 
544 
300 

-1,864 
250 

- 2 , 0 0 3 

55,211 
2,377 
4,992 
5,065 
2,688 
6,588 

- 4 0 
28,595 

1,641 
5,525 
8,596 
2,239 

- 1 7 

250 
544 
300 

-1,864 Undistributed adjustments 

Total, payments to the public 

Excess of receipts ( + ) or payments ( — ) . . 

- 1 , 823 - 1 , 3 8 2 - 1 , 1 1 4 - 2 , 0 0 6 -2 ,289 - 1 , 8 0 1 
250 

- 2 , 0 0 3 

55,211 
2,377 
4,992 
5,065 
2,688 
6,588 

- 4 0 
28,595 

1,641 
5,525 
8,596 
2,239 

- 1 7 

250 
544 
300 

-1,864 Undistributed adjustments 

Total, payments to the public 

Excess of receipts ( + ) or payments ( — ) . . 

83,472 94,752 94,328 99,542 

- 2 , 3 0 0 

107,662 

-5 ,797 

113,751 

- 4 , 0 1 2 

122,704 

- 8 , 3 3 8 

122,690 

-2,948 

Undistributed adjustments 

Total, payments to the public 

Excess of receipts ( + ) or payments ( — ) . . - 1 , 580 -13 ,092 +750 

99,542 

- 2 , 3 0 0 

107,662 

-5 ,797 

113,751 

- 4 , 0 1 2 

122,704 

- 8 , 3 3 8 

122,690 

-2,948 
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Administrat ive Budget Totals and Public Debt , 1 7 8 9 - 1 9 6 5 
T h e a d m i n i s t r a t i v e b u d g e t surplus or def ic i t d u r i n g a g i v e n y e a r d o e s n o t a l o n e d e t e r m i n e 

t h e c h a n g e in the p u b l i c debt . C h a n g e s i n the F e d e r a l G o v e r n m e n t ' s cash b a l a n c e a n d a 

f e w o t h e r factors a lso in f luence t h e c h a n g e i n t h e debt . A s i g n i f i c a n t p a r t of t h e p u b l i c d e b t is 

h e l d b y F e d e r a l G o v e r n m e n t trust f u n d s . 

A s e x p l a i n e d i n this b o o k l e t , the adminis trat ive b u d g e t totals are n o t as c o m p r e h e n s i v e as 

the totals f o r F e d e r a l receipts f r o m a n d p a y m e n t s to the p u b l i c . H o w e v e r , f o r m o s t years 

pr ior to the b e g i n n i n g o f social security in 1 9 3 8 , the d i f f e r e n c e s are ins igni f i cant . 

[In millions of dollars] 

Admin- Admin- Surplus Public 
Fiscal istrative istrative ( + ) or debt at 
year budget budget deficit end of 

receipts expend- ( - ) year 
itures 

1789-1849. . . 1,160 1,090 + 7 0 63 

1850-1899. . . 13,895 14,932 - 1 , 0 3 7 1,437 

1900 567 521 + 4 6 1,263 
1901 588 525 +63 1,222 
1902 562 485 +77 1,178 
1903 562 517 +45 1,159 
1904 541 584 - 4 3 1,136 

1905 544 567 - 2 3 1,132 
1906 595 570 +25 1,143 
1907 666 579 + 8 7 1,147 
1908 602 659 - 5 7 1,178 
1909 604 694 - 8 9 1,148 

1910 676 694 - 1 8 1,147 
1911 702 691 +11 1,154 
1912 693 690 + 3 1,194 
1913 714 715 — # 1,193 
1914 725 725 * 1,188 

1915 683 746 - 6 3 1,191 
1916 762 713 + 4 8 1,225 
1917 1,100 1,954 - 8 5 3 2,976 
1918 . . . 3,630 12,662 - 9 , 0 3 2 12,455 
1919 5,085 18,448 -13 ,363 25,485 

1920- . - 6,649 6,357 +291 24,299 
1921 5,567 5,058 +509 23,977 
1922 4,021 3,285 +736 22,963 
1923 3,849 3,137 +713 22,350 
1924 3,853 2,890 +963 21,251 

1925 3,598 2,881 +717 20,516 
1926 3,753 2,888 +865 19,643 
1927 3,992 2,837 +1,155 18,512 
1928 3,872 2,933 +939 17,604 
1929 3,861 3,127 +734 16,931 

1930 4,058 3, 320 +738 16,185 
1931 3,116 3, 577 - 4 6 2 16, 801 

Fiscal 
year 

Admin-
istrative 
budget 
receipts 

1932 . . . 
193 3 
193 4 

193 5 
1936 . . . 
1937 . . . 
1938 . . . 
1939 . . . 

1940 . . . 
1941 . . . 
1942 . . . 
1943 . . . 
1944 . . . 

1945 . . . 
1946. . -
1947 . . . 
1948-- . 
1949 . . . 

1950-- . 
1951 . . . 
1952 . . . 
1953. . -
1954 . . . 

1955 . . . 
1956. . . 
1957 . . . 
1958 . . . 
1959 . . . 

1960 . . . 
1961 . . . 
196 2 
196 3 
1964 est 

1965 est 

1,924 
1,997 
3,015 

3,706 
3, 997 
4,956 
5,588 
4,979 

5,137 
7,096 

12, 547 
21, 947 
43, 563 

44, 362 
39,650 
39, 677 
41, 375 
37,663 

36,422 
47,480 
61, 287 
64,671 
64,420 

60, 209 
67, 850 
70, 562 
68, 550 
67, 915 

77, 763 
77, 659 
81,409 
86, 376 
88,400 

93,000 

Admin-
istrative 
budget 

expend-
itures 

4,659 
4,598 
6,645 

6,497 
8,422 
7,733 
6,765 
8,841 

9,055 
13, 255 
34,037 
79, 368 
94, 986 

98, 303 
60, 326 
38,923 
32, 955 
39,474 

39,544 
43, 970 
65, 303 
74,120 
67, 537 

64, 389 
66,224 
68,966 
71, 369 
80, 342 

76, 539 
81, 515 
87, 787 
92,642 
98,405 

97,900 

Surplus 
( + ) or 
deficit 

( - ) 

- 2 , 735 
-2,602 
- 3 , 6 3 0 

- 2 , 791 
- 4 , 4 2 5 
- 2 , 777 
- 1 , 1 7 7 
- 3 , 862 

- 3 , 918 
- 6 , 1 5 9 

- 2 1 , 4 9 0 
- 5 7 , 4 2 0 
- 5 1 , 4 2 3 

- 5 3 , 9 4 1 
- 2 0 , 6 7 6 

+754 
+8 ,419 
-1,811 
- 3 , 122 
+3,510 
- 4 , 0 1 7 
- 9 , 449 
- 3 , 117 

- 4 , 180 
+ 1, 626 
+ 1 , 596 
- 2 , 8 1 9 

- 1 2 , 4 2 7 

+ 1 , 224 
- 3 , 856 
- 6 , 378 
- 6 , 266 

- 1 0 , 0 0 5 

- 4 , 9 0 0 

Public 
debt at 
end of 
year 

19,487 
22, 539 
27,053 

28, 701 
33, 779 
36,425 
37,165 
40,440 

42,968 
48,961 
72,422 

136, 696 
201,003 

258, 682 
269,422 
258, 286 
252, 292 
252, 770 

257, 357 
255, 222 
259,105 
266,071 
271, 260 

274, 374 
272, 751 
270, 527 
276, 343 
284, 706 

286, 331 
288, 971 
298, 201 
305, 860 
311,800 

317,000 

•Less than one-half million dollars. 
NOTES.—Refunds of receipts are excluded from administrative budget receipts and expenditures starting 

in 1913; comparable data are not available for prior years. 
Certain interfund transactions are excluded from administrative budget receipts and expenditures 

starting in 1932. For years prior to 1932 the amounts of such transactions are not significant. 

8 l 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Federal Finances and the Gross Na t iona l Product, 1 9 4 2 - 6 4 
Since the gross national product (GNP) is the total of all the goods and services produced 

by the Nation in a given year, its trend is a useful measure of the growth of the economy. 

By calculating annual Federal outlays as a percentage of GNP, it is possible to tell at a glance 

how these outlays have changed over a period of time in relation to the change in the economy 

as a whole. 

Only Federal purchases of goods and services represent the use of currently produced 

resources by the Federal Government—in effect the Government's direct share of the GNP. 

In contrast, both administrative budget expenditures and Federal payments to the public 

include funds lent or transferred to others, or given to State and local governments, which 

do not represent the use of current economic resources by the Federal Government. 

[Amounts in billions of dollars] 

Fiscal year 
Gross 

national 
product 

Administrative 
budget 

expenditures 

Cash payments 
to the public 

Federal pur-
chases of goods 

and services 
Public debt 

Fiscal year 
Gross 

national 
product 

Amount Percent 
of G N P 

Amount Percent 
of GNP 

Amount Percent 
of G N P 

Amount Percent 
of GNP 

1942 140.5 34.0 24.2 34.5 24.6 30.0 21.4 72.4 51.5 
1943 178.4 79.4 44.5 78.9 44.2 72.4 40.6 136.7 76.6 
1944 202.8 95.0 46.8 94.0 46.4 85.6 42.2 201.0 99.1 

1945 218.3 98.3 45.0 95.2 43.6 90.0 41.2 258.7 118.5 
1946 202.8 60.3 29.7 61.7 30.4 41.3 20.4 269.4 132.8 
1947 223.3 38.9 17.4 36.9 16.5 16.8 7.5 258.3 115.7 
1948 246.6 33.0 13.4 36.5 14.8 16.6 6.7 252.3 102.3 
1949 261.6 39.5 15.1 40.6 15.5 21.8 8.3 252.8 96.6 

1950 263.8 39.5 15.0 43.1 16.3 20.0 7.6 257.4 97.6 
1951 310.8 44.0 14.2 45-8 14.7 26.4 8.5 255.2 82.1 
1952 338.8 65.3 19.3 68.0 20.1 47.8 14.1 259.1 76.5 
1953 359.7 74.1 20.6 76.8 21.4 56.8 15.8 266.1 74.0 
1954 362.0 67.5 18.6 71.9 19.9 53-9 14.9 271.3 74.9 

1955 377.0 64.4 17.1 70.5 18.7 45.0 11.9 274.4 72.8 
1956 408.5 66.2 16.2 72.5 17.8 45.2 11.0 272.8 66.8 
1957 433.0. 69.0 15.9 80.0 18.5 48.3 11.2 270.5 62.5 
1958 440.2 71.4 16.2 83.5 18.9 50.5 11.5 276.3 62.8 
1959 466.5 80.3 17.2 94.8 20.3 53.9 11.6 284.7 61.0 

1960 494.6 76.5 15.5 94.3 19.1 53.0 10.7 286.3 57.9 
1961 505.0 81.5 16.1 99.5 19.7 54.9 10.9 289.0 57.2 
1962 538.9 87.8 16.3 107.7 20.0 60.1 11.2 298.2 55.3 
1963 568.4 92.6 16.3 113.8 20.0 64.4 11.3 305.9 53.8 
1964 (estimate). . . 603.0 98.4 16.3 122.7 20.3 67.8 11.2 311.8 51.7 

82 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Expenditures and N e w Obl iga t iona l Author i ty by A g e n c y 
The following table indicates the 1965 expenditure estimates for the major agencies of the 

Federal Government. It also shows the amount of spending authority being requested for each 

agency. Because of the long lead time required to design, order, produce, and deliver such 

complex goods as military and space equipment, and for other reasons, not all the new obliga-

tional authority granted will result in expenditures during the same year. 

[Fiscal year 1965 estimate. In millions of dollars] 

Description 
Administra-
tive budget 

funds 

Expenditures 

Trust funds 
Administra-
tive budget 

funds 

New obligational 
authority 1 

Legislative Branch 

The Judiciary 

Executive Office of the President 

Funds appropriated to the President: 

Foreign assistance—economic 

Public works acceleration program 

Other 

Department of Agriculture 

Department of Commerce 

Department of Defense: 

Military 

Civil 

Department of Health, Education, and Welfare 

Department of the Interior 

Department of Justice 

Department of Labor 

Post Office Department 

Department of State 

Treasury Department 

Atomic Energy Commission 

Federal Aviation Agency 

General Services Administration 

Housing and Home Finance Agency 

National Aeronautics and Space Administration 

Veterans Administration 

Other agencies 

District of Columbia 

Allowances: 

Attack on poverty 

Civilian pay comparability 

Contingencies 

Subtotal 

Deduct interfund transactions. 

Total. 

179 
72 
28 

2,150 
245 
138 

5,815 
833 

51,200 
1,192 
5, 853 
1,148 

343 
667 
475 
382 

12, 335 
2,735 

829 
578 
149 

4,990 
5,066 
- 8 4 

250 
544 
300 

98,500 
600 

97,900 

* 

52 
3,673 

1,230 
27 

17,519 
64 
22 

3,443 

138 
2 

489 
2,739 

417 

200 
72 
29 

2,392 
5 

404 
5,956 

923 

50,880 
1,214 
7,649 
1, 213 

368 
831 
551 
377 

12, 394 
2,693 

751 
632 
749 

5,304 
5,444 
1,142 

72 

500 
544 
500 

29, 849 
477 

103,789 

29,372 103,789 

•Less than one-half million dollars. . 
i Of which $12.4 billion in administrative budget funds and $27.6 billion m trust funds do not require 

current action by the Congress. 
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Government Employment and Population, 1 9 4 2 - 6 5 
T h e fo l lowing table presents data on employment and population. T h e figures for the 

Federal Government include all employment—ful l - t ime and part-t ime—in the executive 

branch. Legislative and judicial branch employment is excluded. 

Both the total population and State and local employment have risen more than Federal 

executive branch employment in the last t w o decades. T h i s trend wil l continue in 1965. 

Government employment 

Federal 
executive 

branch 
(thousands) 

State and 
local govern-

ments 
(thousands) 

All govern-
mental 
units 

(thousands) 

Federal as 
percent of 
all govern-

mental 
units 

Population 

Total 
United 
States 

(thousands) 

2,272 
3,274 
3,304 
3,787 
2,666 
2,082 
2,044 
2,075 
1,934 
2,456 
2,574 
2,532 
2,382 
2.371 
2.372 
2,391 
2,355 
2,355 
2,371 
2,407 
2,485 
2,490 
2,512 
2,511 

3,310 
3,184 
3,092 
3,104 
3,305 
3,568 
3,776 
3.906 
4,078 
4,031 
4,134 
4,282 
4,552 
4,728 
5,064 
5,387 
5,681 
5.907 
6,233 
6,520 
6,823 
7,141 

5,582 
6,458 
6,396 
6,891 
5,971 
5,650 
5,820 
5,981 
6,012 
6,487 
6,708 
6,814 
6,934 
7,099 
7,436 
7,778 
8,036 
8,262 
8,604 
8,927 
9,308 
9,631 

40.7 
50.7 
51.7 
55.0 
44.6 
36.8 
35.1 
34.7 
32.2 
37.9 
38.4 
37.2 
34.4 
33.4 
31.9 
30.7 
29.3 
28.5 
27.6 
27.0 
26.7 
25.9 
25.2 
24.5 

135,361 
137,250 
138,916 
140,468 
141,936 
144,698 
147,208 
149,767 
152,271 
154,878 
157,553 
160,184 
163,026 
165,931 
168,903 
171,984 
174,882 
177,830 
180,676 
183,742 
186,591 
189,278 

Notes: 
Employment data are for June. 
Population data are for July 1 and include Hawaii and Alaska. 
An official projection of population and of State and local government employment for 1964 and 1966 is 

not available. The percentages and ratios shown for these years are consistent with a range of reason-
able estimates based on recent trends in population and State and local employment. 
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