
BUDGET MESSAGE OF THE PRESIDENT 
To the Congress oj the United States: 

The situation we face today as a Nation differs significantly from 
that of a year ago. We are now entering a period of national pros-
perity and high employment. This is a time for the Government to 
conduct itself so as best to help the Nation move forward strongly and 
confidently in economic and social progress at home, while fulfilling 
our responsibilities abroad. The budget of the United States for the 
fiscal year 1960, transmitted herewith, will effectively and responsibly 
carry out the Government's role in dealing with the problems and the 
opportunities of the period ahead. 

This budget proposes to increase our military effectiveness, to en-
hance domestic well-being, to help friendly nations to foster their 
development, to preserve fiscal soundness, and to encourage economic 
growth and stability, not only in the fiscal year 1960 but in the years 
beyond. And it clearly shows that these things can be done within 
our income. 

We cannot, of course, undertake to satisfy all proposals for Govern-
ment spending. But as we choose which ones the Government should 
accept, we must always remember that freedom and the long-run 
strength of our economy are prerequisite to attainment of our national 
goals. Otherwise, we cannot, for long, meet the imperatives of indi-
vidual freedom, national security, and the many other necessary 
responsibilities of Government. In short, this budget fits the condi-
tions of today because: 

1. It is a balanced budget.—My recommendations call for an 
approximate equality between revenues and expenditures, with a 
small surplus. 

2. It is a responsible budget.—By avoiding a deficit, it will 
help prevent further increases in the cost of living and the hidden 
and unfair tax that inflation imposes on personal savings and 
incomes. 

3. It is a confident budget.—It anticipates, in a rapidJy 
advancing economy, increases in revenues without new general 
taxes, and counts upon the unity and good judgment of the 
American people in supporting a level of government activity 
which such revenues will make possible. 

4. It is a positive budget.—It responds to national needs, 
with due regard to urgencies and priorities, without being either 
extravagant or unduly limiting. 

5. It is an attainable budget.—Its proposals are realistic and 
can be achieved with the cooperation of the Congress. 

m6 

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

1960



MlO MESSAGE OF THE PRESIDENT 

Any budget is a financial plan. The budget for the Government is 
proposed by the President, but it is acted upon by the Congress which 
has the duty under the Constitution to authorize and appropriate for 
expenditures. Therefore, responsibility for the Government's fi-
nances is a shared one. Achievement of the plan set forth in this 
budget from here on depends upon congressional response, popular 
support, and developments in our economy and in the world. 

FUTURE BUDGET OUTLOOK 

The actions we take now on the 1960 budget will affect the fiscal 
outlook for many years to come. This budget was prepared in the 
light of the following generaljprospects for Government finances for 
the next few years. 

Growth of revenues.—Our Nation's population and labor force 
will continue to increase. The output per hour of work on our farms 
and in our factories can also be expected to grow as it has in the 
past. With sustained economic expansion, with employment of our 
people and resources at high levels, and with continued technological 
advance, the value of total national production and income will be 
substantially larger in the future than it is today. 

Economic growth generates higher personal incomes and business 
profits. Under our graduated income tax system, with present tax 
rates, budget receipts should grow even faster than national income, 
although the rise in receipts certainly will nob be uniform from year 
to year. Also, some tax reforms and downward tax adjustments will 
be essential in future years to help maintain and strengthen the 
incentives for continued economic growth. With a balance in our 
finances in 1960, we can look forward to tax reduction in the reasonably 
foreseeable future. In the long run, taxes should be so arranged that 
in periods of prosperity some annual provision is made for debt 
reduction, even though at a modest rate. 

Control of expenditures.—The estimated 1960 expenditures, 
while $3.9 billion less than in 1959, will still be $12.4 billion higher 
than in 1955, an average increase of almost $2.5 billion a year. These 
figures emphasize that if we are to succeed in keeping total expendi-
tures under control in the coming years we must recognize certain 
hard facts. 

First, defense spending will remain extremely large as long as we 
must maintain military readiness in an era of world trouble and unrest. 
Until there is a significant and secure easing of world tensions, the 
actions by the Department of Defense to realign forces, close unneeded 
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installations, and cut back 
outmoded weapons will 
achieve only relatively 
small expenditure reduc-
tions. Keeping our mili-
tary structure capable and 
ready to meet any threat 
means that we must con-
tinue to strengthen our 
defenses. It is but a re-
flection of the world in 
which we live to stress 
again the fact that mod-
ern weapons are complex and costly to develop, costly to procure, and 
costly tp operate and maintain. 

Second, without one single new action by the Congress to authorize 
additional projects or programs, Government outlays for some of our 
major activities are certain to keep on rising for several years after 
1960 because of commitments made in the past. For example, com-
mitments for urban renewal capital grants have exceeded net expendi-
tures by about $200 million or more for each of the last 3 years. 
Money to meet these commitments will be paid out in the years 
immediately ahead. Similarly, continued construction of the many 
water resources projects underway throughout the country will raise 
expenditures for these programs in the next 2 years beyond the current 
record amount. 

Moreover, inescapable demands resulting from new technology and 
the growth of our Nation, and new requirements resulting from the 
changing nature of our society, will generate Federal expenditures in 
future years. As a matter of national policy we must, for example, 
make our airways measure up to the operational and safety needs of 
the jet age. We must not forget that a rapidly growing population 
creates virtually automatic increases in many Federal responsibilities. 

Fiscal soundness and progress.—Both domestic and defense 
needs require that we keep our financial house in order. This means 
that we must adhere to two policies: 

First, we must review all government activities as a part of the 
continuing budgetary process from year to year. Changing circum-
stances will inevitably offer opportunities for economies in a variety 
of existing Federal programs. If we do not make such reviews and 
act forthrightly on their findings, the combination of old commitments 
and new authorizations for new or enlarged Federal responsibilities 
could swell expenditures unnecessarily and inconsistently. Con-
sonant with this policy of review, reductions have been recommended 

In the 1960 Budget: 

I. A Balanced Budget 
Receipts $77.1 billion 
Expenditures. 77.0 billion 

Surplus. 0.1 billion 

New authority to incur obligations. $76.8 billion 
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MESSAGE OF THE PRESIDENT 

in this budget for 1960 appropriations which will affect expenditures 
not only in that year but also in later years. Furthermore, this 
budget contains proposals to modify certain activities and institute 
certain charges for special services. These recommendations are 
practicable and sound. They should be enacted. 

Second, we must examine new programs and proposals with a critical 
eye. Desirability alone is not a sound criterion for adding to Federal 
responsibilities. The impact today and tomorrow on the entire 
Nation must be carefully assessed. 

Our economy will continue to grow vigorously. This growth will 
produce additional Federal revenues, but it will not produce them 
without limit. We cannot take our resources for granted and we 
cannot spend them indiscriminately. We must deal with new condi-
tions as they arise. We must choose what the Federal Government 
will do and how it will do it. If the choice is responsibly made, 
reductions obtained through economies and the rising revenues ac-
companying economic growth will produce surpluses which can be 
used to lessen the burden of taxes, meet the cost of essential new 
Government services, and reduce the public debt. The proposals in this 
budget have been formulated with these long-run objectives in mind. 

Budget expenditures are proposed to be held to $77 billion in fiscal 
1960, which is $3.9 billion less than the estimated 1959 level of $80.9 
billion. 
PURPOSE OF BUDGET EXPENDITURES 

BUDGET TOTALS 

• 
iip 

Interest 

®1 

Fiscal Year i960 Estimate 
4 
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With continued vigor-
ous economic recovery, 
and with the relatively few 
new tax adjustments pro-
posed herein, budget re-
ceipts in fiscal 1960 are 
expected to reach a total 
of $77.1 billion, an increase 
of $9.1 billion over fiscal 
1959. 

Thus a very modest sur-
plus of about $0.1 billion 
is estimated for 1960, com-
pared with a recession-
induced deficit of $12.9 
billion in the current fiscal 
year. This estimated bal-
ance assumes enactment 
of recommendations for 
extending present excises 
and corporation income 
taxes scheduled for reduc-
tion under existing law, 
for some new tax legisla-
tion to remove inequities 
and loopholes, for in-
creased charges for special 
services, and for reductions 
in some current programs. 
It also assumes that certain programs can be made self-financing by 
stepping up the sale of portfolio assets. 

Financing of the $12.9 billion budget deficit for the current fiscal 
year will increase the public debt to $285 billion by June 30, 1959, 
$2 billion in excess of the present permanent debt limit. With a 
balanced budget in 1960, a $285 billion debt is indicated also for 
June 30, 1960. On the basis of these estimates, it will be necessary 
to renew the request made duiing the past session of Congress for a 
permanent debt ceiling of $285 billion and, further, to seek an increase 
in the temporary debt ceiling sufficient to cover heavy borrowing 
requirements during the first half of the fiscal year 1960, borrowings 
which would be repaid before June 30, 1960. 

The new authority to incur obligations recommended for fiscal 1960 
is $76.8 billion, which is slightly less than the estimates for expendi-
tures and for receipts. Further reductions in new obligational 
authority can be attained in 1961 by the Congress enacting my recom-
mendations for program modifications, 

In the 1960 Budget: 

II. General Recommendations 
1. Strengthen the effectiveness of our Armed Forces 

by further modernization and by improved efficiency of 
operations; and strengthen free world security by contin-
ued military assistance to our allies. 

2. Assist free nations in their economic development 
through well-considered programs. 

3. Promote scientific research and space exploration. 
4. Carry forward current public works programs—now 

larger than ever before. 
5. Continue at a high level programs which promote 

the general welfare of our people. 
6. Foster community development with increased local 

participation. 
7. Discontinue temporary emergency measures and 

strengthen permanent programs for economic stability. 
8. Continue the adjustments needed for a freer agricul-

tural economy with less reliance on the Federal Treasury. 
9. Reduce the burden on the general public for services 

to special groups. 
10. Encourage private lending through flexible interest 

rates for Government credit programs. 
11. Achieve long-run economies by adapting programs 

to changed circumstances. 
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BUDGET TOTALS 
[Fiscal years. In billions] 

1957 
actual 

1958 
actual 

1959 
estimate 

1960 
estimate 

Budget receipts 

Budget expenditures 

Budget surplus ( + ) or deficit (—)- -

New obligational authority 

$71.0 
69. 4 

$69. 1 
71.9 

$68. 0 
80.9 

$77. 1 
77.0 

Budget receipts 

Budget expenditures 

Budget surplus ( + ) or deficit (—)- -

New obligational authority 

+ 1.6 - 2 . 8 - 1 2 . 9 + 0 . 1 

Budget receipts 

Budget expenditures 

Budget surplus ( + ) or deficit (—)- -

New obligational authority 
70. 2 76.3 182.4 76.8 

1 Includes $8.7 billion of anticipated supplemental requests. 

A consolidation of budget and trust fund transactions on a cash basis 
shows that the total Federal receipts from the public in fiscal 1960 are 
expected to exceed payments to the public by $0.6 billion. This 
figure exceeds the budget surplus in 1960 mainly because (1) cash 
payments of interest on redeemed savings bonds are less than the 
accrued interest included in budget expenditures and (2) trust fund 
receipts exceed trust fund expenditures. 

FEDERAL GOVERNMENT RECEIPTS FROM AND PAYMENTS TO 
THE PUBLIC 

(See special analysis A in part IV of this document) 

[Fiscal years. In billions] 

1957 
actual 

1958 
actual 

1959 
estimate 

1960 
estimate 

Receipts from the public — 
Payments to the public. 

Excess of receipts over payments - -
Excess of payments over Receipts 

$82. 1 
80.0 

$81. 9 
83. 4 

$81.7 
94. 9 

$93.5 
92.9 

Receipts from the public — 
Payments to the public. 

Excess of receipts over payments - -
Excess of payments over Receipts 

2. 1 
1.5 13.2 

0.6 
1.5 13.2 

BUDGET RECEIPTS 

Extension of present tax rates.—The budget outlook for 1960 
makes it essential to extend present tax rates on corporation profits 
and certain excise taxes another year beyond their present expiration 
date of June 30, 1959. 

Development of a more equitable tax system.—Considerable 
progress was made last year in removing unintended benefits and 
hardships from the tax laws. Continued attention is necessary in 
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this area. As the budget 
permits, additional re-
forms should be under-
taken to increase the fair-
ness of the tax system, to 
reduce the tax restraints 
on incentives to work and 
invest, and wherever fea-
sible to simplify the laws. 
I hope that the committees 
of the Congress will work 
with the Treasury Depart-
ment in preparing further 
adjustments of our tax 
laws for the future. 

I urge the Congress to 
take action now on certain 
specific changes to main-
tain or increase revenues 
and to make the laws more 
equitable. The Treasury 
Department has recently 
proposed an equitable plan 
for taxing the income of 
life insurance companies. 
Specific proposals for corrective amendments of the laws on taxation 
of cooperatives will be transmitted to the Congress shortly. The 
Treasury will also recommend an amendment specifying the treatment 
processes which shall be considered mining for the purpose of comput-
ing percentage depletion in the case of mineral products. This 
amendment, prompted by court decisions, is designed to prevent an 
unintended extension of percentage depletion allowances to the sales 
price of finished products; a similar recommendation with respect to 
cement and clay products was made to the Congress last year. 

Other changes in tax rates.—In order to make highway-related 
taxes support our vast highway expenditures, excises on motor fuels 
need to be increased 1% cents a gallon to 4% cents. These receipts 
will go into the highway trust fund and preserve the pay-as-we-go 
principle, so that contributions from general tax funds to build 
Federal-aid highways will not be necessary. 

At the same time, to help defray the rising costs of operating the 
Federal airways, receipts from excises on aviation gasoline should be 
retained in general budget receipts rather than transferred to the 
highway trust fund. The estimates of budget and trust fund receipts 

In the 1960 Budget: 

III. New Receipts Proposals 

Highway trust fund: 
1. Raise motor fuel tax to 4% cents per gallon. 

Postal fund: 
2. Revise rates to bring in an additional $350 million in 

fiscal 1960. 
Special and technical income tax adjustments: 

3. Enact equitable plan for taxing income of life in-
surance companies. 

4. Revise rules for computing percentage depletion al-
lowances to insure that they are limited to mining proc-
esses. 

5. Enact corrective legislation relating to taxation of 
cooperatives. 
Other receipts: 

6. Raise aviation gasoline tax to 4% cents per gallon and 
levy new 4K-cent tax on jet fuels. 

7. Adjust other fees and charges so that persons re-
ceiving special services will more nearly pay the cost of 
those services. 
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from excise taxes reflect such proposed action. They also include a 
proposal to have users of the Federal airways pay a greater share of 
costs through increased rates on aviation gasoline and a new tax on 
jet fuels. These taxes, like the highway gasoline tax, should be 4% 
cents per gallon. I believe it fair and sound that such taxes be 
reflected in the rates of transportation paid by the passengers and 
shippers. 

BUDGET RECEIPTS 

(See special analysis B in part IV of this document) 

[Fiscal years. In billions] 

1958 1959 1960 
actual estimate estimate 

Individual income taxes $34. 7 $36. 9 $40. 7 
Corporation income taxes. 20. 1 17. 0 21. 5 
Excise taxes 8. (> 8. 5 8. 9 
All other receipts 5. 7 5. 6 6. 0 

Total. 69. 1 68. 0 77. 1 

As part of my proposals referred to later in this message to return 
responsibility for certain Federal programs to the States—in this 
instance, responsibility for vocational education and for waste treat-
ment facilities—Federal excise taxes on local telephone service should 

SOURCES OF BUDGET RECEIPTS 

Corporation 
Income Taxes 

Excise Taxes 

Otfier 

-e 11 

•••••111 
I I I H M 

Individual 
Income Taxes 

B H H H M H B B B 

Fiscal Year 19,60 SUftmafe , " ; ' 
" (Hzt k IfefcitwfcO , T , V' 
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be revised effective July 
1, I960, to allow limited 
credits for telephone taxes 
paid to the States. 

Revenues.—The resur-
gence of our economy has 
been stronger than was 
assumed in the budget esti-
mates that were published 
last September. Conse-
quently, budget receipts 
for the fiscal year 1959 
are now expected to total 
$68 billion instead of the 
$67 billion estimated at 
that time. 

The estimate of $77.1 
billion in receipts for 1960 
is contingent on enact-
ment of the tax recom-
mendations mentioned 
earlier. Of this estimate, 
approximately $76.5 bil-
lion reflects the increases 
in receipts under present 
tax rates and present tax 
sources while $0.6 billion 
is from new taxes and in-
creased nontax sources. 

The anticipated rate of 
recovery of revenues in 
fiscal 1960 may be com-
pared with the experience 
of the fiscal years 1955 
and 1956, which reflect 
the recovery from the re-
cession of the calendar year 1954. After adjusting for comparability 
in corporate tax payment dates, the increase in revenues from 1955 
to 1956 was more than the increase estimated in this budget. With 
similar forces of economic recovery at work today, I have confidence 
that our revenue estimate is sound and will be attained. 

In the 1960 Budget: 

IV. Highlights of Legislative Program 

Authorize: 
1. A transitional 4-year program of grants for construc-

tion of civil airport facilities. 
2. Loans and grants to aid areas of chronic unemploy-

ment. 
3. A 6-year program of urban renewal capital grants. 
4. Revenue bond financing for TVA generating 

facilities. 
5. Statehood for Hawaii and home rule for the District 

of Columbia. 
6. Item veto for legislation authorizing expenditures 

and for appropriation bills. 
7. Revisions in the agricultural price support program. 
8. Widening coverage of unemployment compensa-

tion. 
Continue: 

9. Military draft, reserve forces, and related legislation. 
10. Mutual security program with strengthened invest-

ment guaranties. 
11. Agricultural Trade Development and Assistance 

Act. 
12. Current tax rates for corporation income taxes and 

excise taxes which are scheduled for reduction under 
existing law. 
Strengthen and improve: 

13. Housing mortgage insurance programs. 
14. Minimum wage and 8-hour laws. 
15. Statutory protection in labor-management relations. 
16. Requirements for conduct of labor union affairs, 

including welfare and benefit plan reporting. 
Repeal: 

17. Limitations on minimum strength of military reserve 
forces and on disposal of unneeded military real estate. 
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M A J O R P R O G R A M R E C O M M E N D A T I O N S 

Eleven key features of the budget recommendations are summarized 
below: 

1. Strengthen the effectiveness of our Armed Forces by fur-
ther modernization and by improved efficiency of operations; 
and strengthen free world security by continued military 
assistance to our allies.—This budget assures that essential defense 
needs are met. The budget recommendations will bolster the defense 
of our country against possible attack and enable our forces to respond 
more quickly and vigorously to any emergency. At the same time, 
and as part of our effort to keep America strong, this budget reflects 
policies to streamline operations, to remove duplication of weapons, 
to accentuate the principle and practice of unification, and to minimize 
maintenance costs—in short, to assure the maximum defense from 
each dollar expended. A realignment of the Armed Forces and a 
continuing reappraisal of existing defense activities are underway to 
accomplish these objectives. This can be illustrated by the changes 
in the composition of expenditures for the Department of Defense. 
While the estimated total expenditures for the Department will in-
crease $145 million from 1959 to 1960, those for procurement of missiles 
and for research, development, test, and evaluation will rise more than 
$800 million. 

In addition to strengthening our own Armed Forces, and recognizing 
the inseparability of free world defense, the budget continues to provide 
through military assistance the critical margin of weapons and equip-
ment required by our allies who, with us, forge a strong shield against 
possible aggressors. 

2. Assist free nations in their economic development through 
well-considered programs.—Today the less-developed nations—a 
score of which have attained independence since World War II—are 
struggling to improve their economic and social conditions. The 
success of these efforts is vital not only to the freedom and well-being 
of the millions of people within their boundaries but also to the popula-
tion of the entire world. Fortunately, the free countries of the world 
are taking many actions together to promote trade with and to expand 
investment in such nations. As part of this joint effort, the following 
actions for the United States are recommended: 

(a) Increase substantially our subscriptions to the International 
Bank for Reconstruction and Development and the International 
Monetary Fund. This should be done promptly. 
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(6) Bring the capitaliza-
tion of our Development 
Loan Fund up to the 
amount originally recom-
mended for the fiscal year 
1959 by enacting a supple-
mental amount of $225 
million. 

(<c) As a supplement to 
established institutions, 
create a joint development 
banking institution with 
our Lat in Amer ican 
neighbors. 

(id) Increase the empha-
sis on economic develop-
ment in the mutual se-
curity programs through 
such measures as the ap-
propriation of $700 million 
for the Development Loan 
Fund and $211 million for 
technical cooperation in 
fiscal 1960. 

(e) Enact legislation to 
expand the mutual secu-
rity investment guaranty 
program. 

3. Promote scientific 
research and space ex-
ploration.—In the cur-
rent fiscal year, total expenditures for basic and applied research and 
for scientific development have reached record amounts and a supple-
mental appropriation for 1959 to advance space technology is recom-
mended. 

For the fiscal year 1960, research and development expenditures will 
be increased still further, with emphasis on space exploration, peace-
ful uses of atomic energy, and basic science. Extensive space explora-
tion investigations are being initiated, utilizing satellites and probes. 
Development work is going forward on high-energy fuel rockets, a 
million-pound thrust engine, and a nuclear rocket engine. 

In the 1960 Budget: 

V. Legislative Proposals to Adapt 
Programs to Changed Circumstances 

Encourage more private financing for credit 
programs through flexible interest rates 
and other changes: 

1. Veterans housing loans. 
2. Rental, military, and cooperative housing mortgages. 
3. Rural electrification and telephone loans. 
4. College housing loans. 
5. Maritime mortgages. 

Authorize sale of property: 
6. Surplus military and other real property. 
7. Alaska communications system and related facilities. 

Review and revise operating and benefit 
standards: 

8. Foreign bidding on certain military contracts. 
9. Agricultural conservation program. 

10. Military service credits for railroad retirement. 
11. Veterans pension and other programs. 

Expand non-Federal participation: 
12. Urban renewal. 
13. Flood control. 
14. School aid in federally affected areas. 
15. Waste treatment construction grants. 
16. Vocational education grants. 
17. Public assistance. 
18. Feed and seed assistance in disaster areas. 
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RESEARCH AND DEVELOPMENT EXPENDITURES 

(See special analysis H in part IV of this document) 

[Fiscal years. In millions] 

1958 1959 1960 
actual estimate estimate 

Department of Defense $2, 314 $3, 282 $3, 692 
Atomic Energy Commission. _ .. _ 637 790 846 
National Aeronautics and Space Admin-

istration _ __ — 89 153 280 
Department of Health, Education, and 

Welfare — - 179 236 250 
Department of Agriculture __ _ 111 128 127 
National Science Foundation 35 60 80 
Other agencies. __ 133 192 208 

Total 3, 498 4, 841 5, 484 

1 As explained in special analysis H, part IV, figures for 1958, 1959, and 1960 
are not fully comparable because of changes in appropriation structure; they also 
exclude about $2 billion of procurement funds in each year in support of research 
and development. 

4. Carry forward current public works programs—now larger 
than ever before.—Increases were provided last year in construction 
programs for water resources, health facilities, public buildings, air-
ways, and highways, partly to combat the recession. As a result, 
Federal expenditures for civil public works in fiscal 1960 will be the 
highest in history. It therefore seems both possible and prudent to 
take a breathing spell in the initiation of new projects. Accordingly, no 
additional funds are proposed in 1960 for starting new water resources 
projects, general office buildings, and veterans hospitals. Further-
more, reduced new spending authority is recommended for grants 
for local public and private hospitals, health research facilities, and 
for waste treatment works, although expenditures under earlier 
authorizations will continue to be high. Highway expenditures will 
increase in accordance with the program planned under the Federal 
Aid Highway Act, and modernization of airway facilities to meet 
operational and safety needs will go forward at a higher level of 
expenditure. 

The combined outlay for reclamation, flood control, and navigation 
projects is estimated to be higher than ever before in 1960. Expendi-
tures are expected to increase again in fiscal 1961 and to hold at that 
level in 1962 even without new starts beyond those for which initial 
appropriations have already been made. The new water resources 
projects authorized for starting in 1959 will be so spread out as to 
schedule initiation late in the year, wherever practicable, and, in a 
few cases, construction may be deferred until the fiscal year 1960. 
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CIVIL PUBLIC WORKS 

Expenditures from budget and trust funds, including grants and loans to State and 
local governments 

(See special analysis F in part IV of this document) 

[Fiscal years. In millions] 

1958 1959 1960 
actual estimate estimate 

Highways and roads. $1, 589 $2, 559 $3, 097 
Water resources and related developments, _ 971 1, 031 1, 089 
Office buildings and post offices 78 200 310 
Aviation and space flight facilities- 110 195 233 
Schools and hospitals _ 183 215 201 
Other structures. 175 343 312 

Total 3, 106 4, 543 5, 242 

5. Continue at a high level programs which promote the gen-
eral welfare of our people.—This budget makes provision for pro-
grams which are of utmost importance to our individual citizens. 
Expenditures for health research and for constructing various types 
of health facilities will be at a record level in 1960. Activities to im-
prove education, especially in science and mathematics, will be in-
creased significantly in 1960 as a result of programs started or ex-
panded in fiscal 1959. Grants to States for vocational rehabilitation 
will be higher in 1960 than in 1959, with services provided to 314,000 
disabled persons. Public assistance grants to the aged, the blind, the 
disabled, and to dependent children will continue to rise. Strengthened 
programs in the Food and Drug Administration are recommended. 

Proposals will be made for widening the coverage of unemployment 
compensation, for extending and improving the minimum wage and 
8-hour laws, and for providing added protection in labor-management 
relations. I am again proposing legislation to strengthen safeguards 
on the conduct of labor union affairs, including the strengthening of 
the law enacted last year requiring public reporting on union welfare 
and pension plans. 

In the housing field, the budget recommends broadening the 
authority of the Federal Housing Administration and removing the 
ceiling on the total volume of mortgage insurance it can provide. 
Legislation is also recommended authorizing capital grants for urban 
renewal projects for a 6-year period. Annual contributions to local 
housing authorities for low-rent public housing projects will rise in 1960 
as more projects are completed. Commitments by the Federal Na-
tional Mortgage Association to purchase mortgages on housing for 

480000—59 II 
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urban renewal areas for relocating displaced families and for the 
elderly will continue to rise in 1960. 

6. Foster community development with increased local par-
ticipation.—The Federal Government is helping local communities 
meet many of the major problems of community development created 
by increasing population and growing urbanization. Federal expendi-
tures for grants and long-term loans to assist 14 major types of capital 
improvements alone will reach an estimated $2.1 billion in 1960, or 
almost double the amount actually spent for these programs in 1958. 

CAPITAL IMPROVEMENTS IN COMMUNITIES 

Federal grants and long-term loans, excluding net operating expenses 

[Fiscal years. In millions] 

Expenditures Out-
standing 
commit-

1958 1959 1960 ments, 
actual esti- esti- June 30, 

mate mate I9601 

Airport grants $43 $50 $55 $162 
Area assistance loans (proposed) 7 43 
College housing loans 165 234 186 329 
Development corporation loans (Small 

Business Administration) 4 15 6 
District of Columbia construction grants 

15 6 

and loans - 11 15 16 73 
Health research facilities construction 

grants, __ 12 20 20 55 
Hospital construction grants 105 123 128 288 
Public facility loans 11 24 30 34 
Public housing, annual contributions 95 111 120 2 240 
School construction grants to federally 

affected areas __ 80 78 51 98 
Urban renewal capital grants 35 76 100 1, 393 
Urban renewal and relocation housing 

mortgage purchases __ 20 122 181 450 
Waste treatment works grants 17 30 30 82 

Total, budget funds 594 887 939 3, 253 
Highway grants for urban areas (trust 

fund) 534 911 1, 136 2, 929 

Total, budget and trust funds 1, 128 1, 798 2, 075 6, 182 

1 Including allocations and program reservations. 
2 Estimated maximum annual payment to cover debt service on long-term 

bonds sold to finance projects. (Unamortized capital costs underwritten by 
Federal contributions are estimated at $5 billion.) 
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By the close of fiscal 1960, commitments for future Federal expendi-
tures for the same programs are estimated to be over $6 billion. 

These totals show how rapidly direct Federal aid to communities 
is growing. They exclude many other Federal programs which 
indirectly assist development or redevelopment of communities, such 
as construction of river and harbor improvements and air navigation 
facilities, grants for intercity highways, purchases of general housing 
mortgages and guaranties of housing and business loans of many 
types. They also exclude Federal aid to communities for noncon-
struction programs in such fields as health and welfare. 

Federal programs should foster orderly development in a way that 
will encourage private participation and will share costs equitably 
among the beneficiaries and the various levels of government. Legis-
lation will be proposed to meet these objectives in the programs for 
urban renewal, college housing, highways, airports, schools in federally 
affected areas, and construction of waste treatment facilities. The 
budget also provides for a new program to assist industrial redevelop-
ment of areas which have severe and persistent unemployment. The 
Congress is urged to enact legislation for such assistance along the 
line I have recommended previously. 

7. Discontinue temporary emergency measures and 
strengthen permanent programs for economic stability.— 
Among the governmental actions taken last year under the stress of 
the recession were two temporary measures involving substantial 
Federal expenditures. 

Funds were advanced to the States and Territories to finance ex-
tended unemployment benefits for workers who had exhausted their 
regular benefits. Only 17 jurisdictions chose to receive these advances 
for all workers who could be made eligible. Five other States enacted 
their own legislation extending the period of benefits for those covered 
under the regular State program. Of the remaining States and 
Territories, some obtained Federal aid for extended unemployment 
benefits for veterans and Federal employees alone, while 17 had no 
extended benefit legislation of their own and did not take advantage 
of the Federal program at all. In view of the rapidity of the economic 
recovery and the lack of uniformity of State participation, it is now 
estimated that expenditures over the life of this program will be 
$206 million less than the $666 million appropriated for it. 

Another temporary measure was the authorization for Government 
purchases of $1 billion of mortgages on low-cost housing. This full 
amount has been committed. By the end of fiscal 1959, it is estimated 
that the Government will have spent over $600 million for such 
mortgages and will have over $300 million of commitments still 
outstanding, for which expenditures will occur in 1960. 
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Direct emergency Federal expenditures for unemployment benefits 
and for emergency stimulation of home construction are unnecessary 
on a continuing basis. It is better to strengthen our essential con-
tinuing programs for economic growth and stability, and this budget 
so contemplates. 

8. Continue the adjustments needed for a freer agricultural 
economy with less reliance on the Federal Treasury.—The 
agricultural sector of our economy is in the paradoxical situation of 
having more efficient farms than ever before and yet of being more 
dependent upon Federal financial aid. During the current fiscal 
year, budget expenditures for agriculture and agricultural resources 
are expected to reach a peak of $6.8 billion. For the coming year, 
they are estimated to decline to about $6 billion, mainly as a result 
of the termination of the acreage reserve of the soil bank. 

About three-quarters of these expenditures are for price supports 
and other programs to stabilize farm prices and income. Other ex-
penditures for agriculture consist primarily of payments for conserva-
tion; loans for rural electrification, telephones, and farm ownership 
and operation; and research and extension activities. 

Last year, the Congress enacted some changes in price-support laws, 
but additional amendments are necessary to help our agricultural 
economy adjust to the continuing revolution in farming technology. 
Changes are also needed in other agricultural programs. Legislative 
proposals will be transmitted later which should help our agricultural 
economy gradually free itself from so much Government support 
and control. 

9. Reduce the burden on the general public for services to 
special groups.—Certain Government activities confer measurable 
special benefits on identifiable groups or individuals beyond the 
benefits to the general public. The cost of Federal services which 
convey special benefits should be recovered through charges paid by 
the beneficiaries rather than through taxes on the general public. 

In furtherance of this principle, the recent Congress approved some 
adjustments in postal rates, and increased the fees for a few other 
relatively smaller services. On the other hand, it increased postal 
employees' pay and highway construction grants without providing 
the additional charges needed to finance such expenditures. As a 
result of these and other developments, further legislation is necessary 
to put the postal service on a self-supporting basis and to finance 
highway construction without drawing on the general revenues. 

This budget recommends legislation to make the activities listed 
in the following table more nearly self-supporting. 
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ESTIMATED SAVINGS TO THE GENERAL TAXPAYERS FROM MORE 
ADEQUATE FEES AND CHARGES 

[In millions] 

Support highway expenditures by highway-related taxes:2 

Finance deficiency estimated under present law 
Transfer financing of forest and public lands highways to 

trust fund 
Revise postal rates 
Charge specifically for use of Federal airways: 

Transfer aviation fuel taxes from highway trust fund to 
general fund 

Increase taxes on aviation fuels . _ 
Revise fee schedule for noncompetitive oil and gas leases 
Raise patent and trademark fees 
Miscellaneous increased fees and cost recoveries, 

Total-

Fiscal 
year 
1960 

Full 
annual 
effect1 

$241. 0 $818. 0 

41. 0 41. 0 
350. 0 350. 0 

34. 0 34. 0 
51. 0 70.0 

14. 0 
3. 5 3. 5 

11. 5 20. 8 

732. 0 1, 351. 3 

1 Net change on annual basis with present workload or first full fiscal year effect. 
2 Trust fund receipts, as distinct from budgetary savings, will be increased by 

an estimated net amount of $690 million in 1960 and nearly $900 million in sub-
sequent years. 

10. Encourage private lending through flexible interest rates 
for Government credit programs.—In a number of important 
cases, present legislation on programs for making loans, purchasing 
mortgages, and insuring or guaranteeing private loans sets inflexible 
and uneconomic restrictions on interest rates. This creates unneeded 
and hidden subsidies and requires excessive use of Federal funds by 
discouraging private lending. 

To correct this situation, I recommend that for interest rates on 
new loans and commitments: 

(a) The 4%% ceiling on loans guaranteed by the Veterans Admin-
istration be replaced by a maximum rate not in excess of the rate for 
mortgages on sales housing insured by the Federal Housing Adminis-
tration. This change will also have the effect of revising the interest 
rate ceiling on direct housing loans of the Veterans Administration. 

(ib) The ceilings of 4%% and 5% for rental (including armed serv-
ices) and for cooperative housing mortgages insured by the Federal 
Housing Administration be increased to levels adequate to assure 
private financing. 
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(ic) The present statutory interest rate of 2% for loans made by 
the Rural Electrification Administration be replaced by a rate which 
will cover the current cost to the Treasury of equivalent-term bor-
rowing and other reasonable costs. 

(d) The statutory standard for college housing loans made by the 
Housing and Home Finance Agency (the rate at present is 2%%) be 
amended to authorize a rate which will cover the current cost to the 
Treasury of equivalent-term borrowing and other reasonable costs. 

(e) The 3%% ceiling on ship mortgage loans by the Maritime 
Administration be replaced by authority to charge the full costs of 
the loans. 

Such actions by the Congress will encourage the participation of 
private capital, and, in the long run, will reduce Government expendi-
tures significantly. At the same time, Government guaranties or 
insurance will continue to permit interest costs to borrowers more 
favorable than the rates charged in the open market for similar loans. 

11. Achieve long-run economies by adapting programs to 
changed circumstances.—Changing conditions in recent decades 
have resulted in the enactment of hundreds of laws and the creation 
of vast new programs administered by new or enlarged agencies. 
In this same period, few Government programs or operations have 
been discontinued or reduced. Furthermore, in many cases, worth-
while objectives have been pursued with outmoded activities or 
methods and with accompanying excessive costs to taxpayers. This 
is a wasteful and inefficient way to conduct public business. 

It is proposed in this budget that we start anew to amend the basic 
legislation for a number of Government programs and operations in 
order to adapt them to present circumstances and assure that they 
accomplish their objectives more effectively and with less cost. 

I M P R O V E C O N T R O L O V E R T H E B U D G E T 

Actions can and should be taken to achieve more effective control 
over the budget by improving present practices and procedures, es-
pecially those related to the consideration of budgetary requests. 

Consider full fiscal situation.—The procedure used by the Con-
gress for the review of fiscal matters is one which only the Congress 
itself can determine. Nevertheless, I believe that achievement of any 
overall fiscal objective is handicapped by the absence of arrangements 
under which the Congress can look at the fiscal situation as a whole. 
Such an arrangement was contemplated under a procedure established 
in the Legislative Reorganization Act of 1946, but apparently did 
not prove satisfactory to the Congress. Over the years since that 
arrangement fell into disuse, the executive branch has made consider-
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able progress in achieving a more comprehensive consolidated execu-
tive budget which sets forth a financial plan, including the effect of 
proposed legislation. I sincerely hope that the Congress will again 
consider ways by which it can more effectively overcome the diffused 
consideration which results from separate appropriation bills, the pro-
vision of new obligational authority outside of the appropriations 
process, and the separate deliberations on revenue bills and the debt 
limit. 

Item veto.—The item veto is another important and needed 
reform, regardless of whether appropriations are made in a number 
of bills or in a consolidated bill. In either case, the necessity of 
accepting or rejecting a bill in its entirety prevents the President 
from considering separable provisions on their own merits. Congress 
has recognized the value of an item veto by granting it to governors 
of our territories and insular possessions. Most States have adopted 
this device. Presidents of both parties, starting as far back as 
Ulysses S. Grant, have recommended an item veto. Legislation 
granting an item veto to the President should apply to legislative 
measures authorizing expenditures as well as to appropriation bills, 
and should include authority to reduce the amount of an appropriation 
as well as to strike out an item. The use of such a veto by a President 
would not remove the final authority of the Congress, which would 
still retain its constitutional power to override any specific veto. 

Public enterprises.—The appropriation and fund structure of the 
Government needs a new review and some overhaul. For example, 
major lending programs and other business-type activities are now 
financed through revolving funds, which enable their expenditures 
and applicable receipts to be more easily related to each other and thus 
improve their operating flexibility. However, there are several nota-
ble exceptions—among them the Rural Electrification Administra-
tion, Farmers' Home Administration, and the power marketing 
agencies of the Department of the Interior. Legislation will be 
proposed to permit these enterprises to be budgeted through revolving 
funds. The possibility of converting still more business-type activi-
ties to a revolving fund basis will continue to be studied, with a view 
to making recommendations to the Congress. 

More adequate control over the financial affairs of the Government 
could be achieved if all Government corporations which possess author-
ity to draw money from the Treasury or to commit the Treasury for 
future expenditures were brought under the budget provisions of the 
Government Corporation Control Act. As in past years, legislation 
to accomplish this purpose will be again submitted to the Congress. 
I urge that it be enacted. 

Legislation will also be proposed to incorporate the Alaska Railroad 
to facilitate its operations on a business-like basis. 
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Accrued expenditures and other controls.—In accordance with 
Hoover Commission recommendations, legislation was enacted last 
year to enable the Congress to exercise more direct control over the 
level of Government spending through limitations on accrued expendi-
tures. As an initial step, this budget proposes such limitations for 
six appropriations. The beginning that can thus be made in improved 
congressional control should be extended as rapidly as experience 
warrants. 

This budget extends the cost-based budgeting procedures which 
are necessary to get a proper measure of financial performance for 
many of the various agencies and programs. Further extensions will 
be made as agency accounting systems are made adequate to support 
them. 

Continuing improvements.—Efforts to improve financial man-
agement practices need to be continued. Considerable progress has 
already been made by the executive agencies under the leadership of 
the joint accounting program which is sponsored by the Bureau of the 
Budget, the Treasury Department, and the General Accounting Office. 
But there remain a number of unsatisfactory situations, unimportant 
in earlier years of smaller budgets, that are now worthy of attention. 

In the past, a number of appropriation items have been placed 011 
a permanent basis and, in some of these cases, the major result achieved 
lias been weaker control over the expenditures concerned. In addi-
tion, even though there are a few justifiable exceptions, the practice 
of providing authorizations to expend from debt receipts and contract 
authority outside the appropriation process is generally inconsistent 
with sound standards of budget practice. 

Other inconsistencies occur in the system for making financial 
authority available to Government agencies. Some guaranty pro-
grams are fully funded by specific grants of obligational authority, 
some are partially funded, and others have an open-end call upon 
the Treasury. Some collections of funds now credited to miscella-
neous receipts might be more properly credited against the related 
expenditures deliberately incurred to generate the receipts. Criteria 
for the use of revolving funds and trust funds have not been con-
sistently applied. 

Another problem in budgetary control has developed over the use 
of foreign currencies. In view of the volume of currencies generated 
by transactions under the Agricultural Trade Development and Assist-
ance Act of 1954 and the numerous competing demands for their use 
for supplementary United States programs, more adequate procedures 
parallel to those governing dollar obligations are necessary. The 
action required by the Congress to authorize the use of certain of these 
currencies, for which a supplemental request will be transmitted for 
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fiscal 1960, now relates to only a small portion of the currencies which 
will actually be used for Government programs. 

The Director of the Bureau of the Budget is undertaking studies 
of the various weaknesses and inconsistencies mentioned herein to 
determine the most appropriate courses of action. Corrective recom-
mendations will be made to the Congress as needed. 

REVIEW OF MAJOR FUNCTIONS 

The table below compares current estimates for each of the nine-
major functional categories in this budget with the actual figures for 
fiscal 1958 and the latest estimate for 1959. The recommendations 
and estimates for 1960 are discussed in the sections of this message 
which follow the table. 

BUDGET EXPENDITURES 
[Fiscal years. In millions] 

1960 
1958 1959 

Function actual estimate 
Estimate Percent 

of total 

Major national security _ _ _ $44, 142 $46, 120 $45, 805 59. 5 
International affairs and finance 2, 234 3, 708 2, 129 2. 8 
Commerce and housing 2, 109 3, 509 2, 243 2. 9 
Agriculture and agricultural resources 4, 389 6, 775 5, 996 7. 8 
Natural resources 1, 543 1,708 1, 710 2. 2 
Labor and welfare _ 3, 447 4, 380 4, 129 5. 4 
Veterans' services and benefits 5, 026 5, 198 5, 088 6. 6 
Interest 7, 689 7, 601 8, 096 10. 5 
General government. _ 1, 356 1, 673 1, 735 2. 2 
Allowance for contingencies _ 200 100 1 200 100 1 

Total 71, 936 80, 871 77, 030 100. 0 

M A J O R N A T I O N A L SECURITY 

The changes in emphasis in the four major national security pro-
grams for the fiscal year 1960 reflect the growing armed strength of 
the United States and its allies and the continuing modernization of 
defense methods. The Department of Defense will significantly 
increase expenditures for procurement of missiles and for development 
and evaluation of new weapons, while reducing expenditures for other 
procurement and for construction. The Atomic Energy Commission 
is advancing all phases of its programs, particularly research in the 
peaceful uses of atomic energy. Our allies' progress in equipping 
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their armed forces and the deliveries under military assistance in 1959 
and prior years permit a reduction in military assistance expenditures. 
Expenditures for stockpiling and expansion of defense production will 
be reduced because basic stockpiling objectives for most materials 
are now fulfilled and because many defense production expansion con-
tracts have already been completed. 

Total expenditures for major national security programs in fiscal 
1960 are estimated to be $45.8 billion. 

M A J O R N A T I O N A L S E C U R I T Y 

[Fiscal years. In millions] 

Program or agency 

Budget expenditures Recom-
mended 

new 
obliga-
tional 

author-
ity for 
1960 

Program or agency 
1958 

actual 
1959 
esti-
mate 

1960 
esti-
mate 

Recom-
mended 

new 
obliga-
tional 

author-
ity for 
1960 

Department of Defense—Military Func-
tions : 

Present program 
Proposed legislation for construction 

Subtotal-. 

Atomic energy: 
Present program 
Proposed legislation 

$39, 062 $40, 800 $40, 693 
252 

$39, 287 
1, 563 

Department of Defense—Military Func-
tions : 

Present program 
Proposed legislation for construction 

Subtotal-. 

Atomic energy: 
Present program 
Proposed legislation 

39, 062 40, 800 40, 945 40, 850 

Department of Defense—Military Func-
tions : 

Present program 
Proposed legislation for construction 

Subtotal-. 

Atomic energy: 
Present program 
Proposed legislation 

2, 268 2, 630 2, 717 
28 

2, 622 
150 

Subtotal 

Stockpiling and expansion of defense pro-
duction : 

Present program 
Proposed legislation _ _ . _ _ 

2, 717 
28 

2, 622 
150 

Subtotal 

Stockpiling and expansion of defense pro-
duction : 

Present program 
Proposed legislation _ _ . _ _ 

2, 268 2, 630 2, 745 2, 772 Subtotal 

Stockpiling and expansion of defense pro-
duction : 

Present program 
Proposed legislation _ _ . _ _ 

625 378 140 
125 

Subtotal 

140 
125 

Subtotal 625 378 265 

Military assistance: 
Present program 

625 378 265 

Military assistance: 
Present program 2, 187 2, 312 1,600 

250 Proposed legislation.__ 
2, 187 2, 312 1,600 

250 1, 600 

Subtotal 

Total 

1,600 
250 1, 600 

Subtotal 

Total 

2, 187 2, 312 1,850 1, 600 Subtotal 

Total 44, 142 46, 120 45, 805 1 45, 222 44, 142 46, 120 45, 805 1 45, 222 

1 Compares with $40,448 million of new obligational authority enacted for fiscal 
1958 and $45,704 million (including $619 million of anticipated supplemental 
authorizations) estimated for fiscal 1959. 
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Department of Defense—Military Functions.—The defense 
program for 1960 calls for new appropriations of $40,850 million. 
This is $288 million less than the appropriations estimated for 1959. 
However, approximately $0.7 billion of the funds appropriated by the 
Congress for 1959 in excess of the amounts recommended will be 
added to the 1960 program. 

Expenditures in 1960 are estimated at $40,945 million, which is 
$145 million more than in 1959 and about $1.9 billion more than the 
amount spent in 1958—continuing the upward trend which began in 
1956. Over the 5-year period from 1955 to 1960, annual expenditures 
for defense will have increased by over $5.4 billion. 

Recent developments.—In the 1959 budget message I recommended 
a substantial acceleration of our defense effort in selected areas to 
enable our military strategy, techniques, and organization to keep 
pace with the rapid strides in science and technology. 

During the last year we have made substantial progress in accelerat-
ing or starting key programs. The Atlas intercontinental ballistic 
missile has successfully completed a full-range test and the first 
operational Atlas missiles will be at launching sites by the end of the 
current fiscal year. Additional missiles will be put in place in 1960. 
The first units of the intermediate range missile Thor have already 
been deployed to the United Kingdom and additional units of both 
Thor and Jupiter will be deployed during the next 18 months. Con-
struction is already well along on the first five submarines which will 
be equipped to fire the Polaris solid fuel ballistic missile and the 
first such submarine will go into operation in the calendar year 1960. 
Construction of the sixth Polaris submarine has begun and three more 
are authorized and will be started in fiscal 1960. Coming along at a 
rapid rate is the Titan, an advanced liquid fuel intercontinental bal-
listic missile. Development work is progressing rapidly on a "second 
generation" solid fuel intercontinental ballistic missile, the Minute-
man. 

For air defense, the Nike-Hercules, which is capable of being armed 
with a nuclear warhead, is replacing the Nik^-Ajax. The Bomarc 
ground-to-air missile, capable of destroying attacking aircraft at 
extended ranges, will, when operational, augment manned interceptor 
planes. To meet the threat of attack by ballistic missiles, the Nike-
Zeus missile is being developed at an accelerated pace and construc-
tion is underway on a new ballistic missile early warning system. 

A dispersal program for our strategic bomber force and its supporting 
tankers is nearing completion. To improve the effectiveness of the 
B-52 intercontinental bombers, the production of the Hound Dog 
air-to-ground missile has been accelerated. 

Important scientific data have been obtained from the satellites and 
lunar probes launched to date. The recent successful use of the 
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Atlas as a satellite clearly demonstrated the potential usefulness of 
satellites in the field of communications. The Department of Defense 
will continue to investigate satellite applications of specific military 
interest. Its space programs will be closely coordinated with those of 
the National Aeronautics and Space Administration. 

The time has come to consolidate our position in key areas of 
defense affected by recent advances in missiles. Sufficient progress 
has been made on new weapons systems to permit us safely to eliminate 
marginal systems and to reduce the number of competitive projects. 
The solid fuel Pershing and Sergeant missiles will replace the liquid 
fuel Redstone and Corporal. Production of the Regulus II (a ship-
based aerodynamic intermediate range missile) has been terminated, 
and the Rascal air-to-ground missile program has been canceled. 

Because of a change in tactical concepts, the decoy missile Goose 
has been eliminated. The Seamaster jet powered seaplane project 
will be stopped. Other weapon systems of lesser importance have 
also been eliminated. No more appropriations are planned for the 
Jupiter and Thor intermediate range ballistic missiles after 1960, 
unless units in addition to those already being provided to our allies 
through the military assistance program should later be agreed upon. 

Thus, by concentrating our efforts on the more advanced and more 
promising weapons systems, we can increase substantially the combat 
capabilities of our military forces with a relatively small increase in 
the overall cost of defense. 

Reorganization of the Department of Defense.—The Department of 
Defense Reorganization Act of 1958, approved on August 6, 1958, is 
being put into effect. 

A streamlined chain of command is being established running 
directly from the Secretary of Defense through the Joint Chiefs of 
Staff to unified and specified commands which have been given full 
operational control of the forces assigned to their commands. The 
organization of the Joint Chiefs of Staff has been strengthened to 
provide the Secretary of Defense with the military advice and assist-
ance required for effective planning and direction. The committee 
system of the Joint Staff has been replaced by seven new directorates, 
including one for operations. Appropriate instructions have been 
issued to delineate the additional responsibilities of the Joint Chiefs of 
Staff and to outline their relationships with other agencies of the 
Department of Defense. 

A director of defense research and engineering has been appointed 
to assure that all scientific and technological resources of the Depart-
ment of Defense are put to the best possible use. I expect the new 
organization to provide more effective leadership, help to eliminate 
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duplication, and develop an integrated research and development 
program. 

In addition, improvements have been made in the administrative 
procedures of the Department of Defense. Operating methods in the 
Office of the Secretary of Defense have been improved. Nearly 200 
committees have been abolished. The responsibilities and functions 
of the assistant secretaries are being clarified. 

The job ahead is to develop within this organizational framework 
the management relationships that will improve the decision-making 
process, clearly fix responsibilities, and provide to all agencies of the 
Department a full understanding of the broad national requirements 
that determine our military policy. The attainment of this objective 
will provide the teamwork that is essential for the continued main-
tenance of an effective and, at the same time, economical defense 
effort. 

Military personnel policy.—This budget provides for a military force 
of about the same overall size and composition in fiscal 1960 as that 
planned for the end of the current fiscal year. This force, however, 
will have significantly greater combat power as new weapons continue 
to be added to inventories. 

The number of active duty military personnel during 1960 will 
continue at the level planned for the end of the current fiscal year 
except for a small reduction in the Air Force. Since the end of the 
Korean conflict, we have followed the policy of reducing numbers of 
military personnel as more powerful weapons become available to our 
forces. However, it has become increasingly apparent that the Com-
munist bloc is following a policy of deliberately and constantly probing 
free world positions to test our determination to resist the further 
forcible expansion of Communist influence. Under these circum-
stances, it is prudent not to plan for any significant changes during 
fiscal 1960 in our deployments overseas or in our ready military 
forces at home. 

A major effort has been made during the last few years to enhance 
the attractiveness of military service as a career. The most recent 
action along this line has been the enactment of military pay adjust-
ments and adoption of recommendations of the Advisory Committee 
on Professional and Technical Compensation. Although these and 
earlier measures increase the average cost per man, they have had 
highly beneficial effects in all the services. The quality of inductees 
and enlistees has improved. The first term reenlistment rate has 
increased and the experience and skill levels have been raised. These 
improvements point to greater stability of personnel, smaller basic 
and technical training loads, and, over the longer run, may permit 
some further reductions in military personnel. 
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The objective of our defense effort today is the same as it has been 
in the past—to deter wars, large or small. To achieve this objective 
we must have a well rounded military force, under unified direction 
and control, properly equipped and trained, and ready to respond to 
any type of military operations that may be forced upon us. We 
have such a force now, and under this budget we will continue to 
have such a force. 

Strategic forces,—A principal element of our deterrent power is the 
Strategic Air Command. The 43 wings of this Command are main-
tained at a high state of readiness and can react quickly and effectively 
to meet any major threat to our national security. This Command 
will be further strengthened during fiscal 1960 by additional deliveries 
of the improved B-52 intercontinental jet bomber and by the first 
deliveries of the new supersonic B-58 medium jet bomber together 
with additional KC-135 jet tankers. In addition, a new and im-
portant weapon will be provided by the introduction of Atlas missiles. 

Our deterrent forces are complemented by the tactical units of the 
Army, Marine Corps, and Air Force and the mobile carrier task forces 
of the Navy, all with striking potential of great magnitude. The 
submarines designed to launch the Polaris missile will add significantly 
to our deterrent strength as they come into the fleet. 

Air defense forces— The North American air defense system is 
well established and is being improved constantly. Our forward 
warning line, which we operate jointly with Canada, stretches from 
the mid-Pacific around the northern edge of the continent and across 
the Atlantic approaches. Behind this line we have an extensive 
surveillance, tracking, and communications network. Elements of 
the structure are being tied together for operation by the semiauto-
matic ground environment (SAGE) system. 

All the services contribute military elements to the unified com-
mand responsible for maintaining our air defense capability. The 
Air Force provides warning and control and the longer range weapons 
systems. The Army provides the shorter range weapons and over 70 
Nike-Ajax and Nike-Hercules ground-to-air missile battalions will be 
in operation by the end of fiscal 1960. The Navy provides sea and 
air based radar which extend the early warning systems. National 
Guard units of many States participate in air defense. In addition, 
other regular and reserve forces of all the services stand ready in the 
event of need. 

These forces, together with Canada's Air Defense Command, com-
prise the North American Defense Command and provide an air de-
fense shield of growing effectiveness for the entire continent. 
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Sea control forces.—Historically, the Navy has been assigned the 
primary mission of controlling sealanes. In the conduct of amphibi-
ous warfare and antisubmarine campaigns, it is equipped to support 
the commands responsible for actions ranging from localized emergen-
cies to large-scale military operations. It is ready to conduct prompt 
and sustained combat anywhere in the world at sea or adjacent to the 
sea, and is able to exploit the mobility, surprise, and concealment 
afforded by the world's free oceans. 

The naval forces will operate 864 ships, including 389 warships, in 
1960. The carrier task forces will be strengthened with new Forrestal-
class carriers and higher performance aircraft possessing both conven-
tional and atomic firepower. The cruiser, destroyer, and frigate 
forces are steadily acquiring a guided missile capability. 

Special programs, including research and scientific studies, are 
underway to enhance our antisubmarine capabilities. Task forces of 
specially equipped ships and planes specifically designed for antisub-
marine warfare are being employed. 

Tactical forces.—The tactical elements of the ground, naval, and 
air forces combine to deal with situations short of general war or to 
carry out essential tasks in event of general war. These forces 
include 14 Army divisions organized along pentomic lines and able 
to deliver both nuclear and high explosive firepower. Many of these 
divisions are deployed overseas and are evidence of this Nation's 
determination to participate actively in the collective defense of the 
free world. 

The Army divisions are supported by the tactical air wings of the 
Air Force, approximately half of which are deployed overseas. Other 
important elements of our tactical forces are the 3 divisions and 3 
air wings of the Marine Corps. In areas adjacent to the seas these 
forces can also be supported by carrier-based aircraft. 

Both the Army and Marine Corps divisions are backed up by a 
variety of support units organized to provide both nuclear and non-
nuclear military power. Air and sea transportation for these forces 
are provided by the Air Force and the Navy. 

The readiness of our tactical forces to respond to potential aggression 
was well demonstrated during the Lebanon and Quemoy crises. 

Appropriation structure.—In my message to the Congress last year 
transmitting recommendations relative to our entire defense estab-
lishment, I pointed out the need for the Secretary of Defense to have 
adequate authority and flexibility to discharge his heavy responsi-
bilities. One of the areas requiring attention is the pattern under 
which funds are appropriated. 
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This budget proposes a rearrangement of appropriations for the 
Department of Defense in terms of major purposes rather than of 
organization units. These broad categories are: (1) military per-
sonnel; (2) operation and maintenance; (3) procurement; (4) military 
construction; and (5) research, development, test, and evaluation. 
This rearrangement will permit consideration of the Department of 
Defense budget on a more uniform and more clearly understandable 
basis. 

Operating costs.—The annual operating costs of the Department of 
Defense for active and reserve military personnel, for retired pay, and 
for operation and maintenance are approximately the same in 1960 as 
in 1959. They are estimated at about $22.3 billion in 1960, not taking 
into account credits of $0.4 billion in revolving funds. Savings from a 
somewhat lower average number of military personnel and somewhat 
smaller inventories of aircraft and ships to be supported in 1960 are 
offset by higher unit costs. 

The average cost per man in uniform will be somewhat higher 
because of (1) required increases in the Government's social security 
contributions as employer, (2) additional longevity pay reflecting the 
larger proportion of career personnel, and (3) the proficiency pay pro-
visions of the new military pay law. 

The average cost of operating and maintaining each weapon and 
unit of equipment will be higher because they are more complex. 
Other elements of increased cost are the additional SAGE centers 
which will be operational in 1960, the increased cost of medical care 
for dependents of military personnel, and the larger number of family 
housing units which will have to be supported by the Department in 
1960. 

For the past 5 years, the Department of Defense has pursued a 
vigorous program to provide adequate housing for military personnel 
and their families, both within the continental United States and 
overseas. This program has met with significant success and suffi-
cient numbers of units have been built or are under construction to 
satisfy a major part of the military requirements. With the recom-
mended extension of the armed services mortgage insurance program 
for another year and with a more adequate interest ceiling, private 
enterprise and local community support should be able to meet most 
of the remaining requirements for military housing in the continental 
United States. Some new Government-operated housing will still be 
required, however, for new installations and certain existing installa-
tions in the United States and overseas. 

Procurement, research, and construction.—Expenditures for procure-
ment, research, development, test, and evaluation, and military 
construction are estimated at $19 billion for 1960. There is an in-
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crease over 1959 in the combined expenditures for procurement and 
for research, development, test, and evaluation and a decrease in 
expenditures for military construction. Missile systems in 1960 will 
take a larger share of total procurement expenditures and aircraft 
will take less. Ships and other weapons and equipment will take 
about the same amount as in 1959. 

This budget will provide for the procurement of a total of 1,610 
aircraft, including jet bombers and jet tankers, land based and ship 
based fighters, ship based attack aircraft, trainers, helicopters, and 
transports. Funds are also provided for the continuation of the 
development of the B-70, a new high altitude supersonic intercon-
tinental bomber, and of a new high speed interceptor. 

Work will also continue, at about the same level as in 1959, on the 
development of a nuclear powerplant for military aircraft. Until 
such a powerplant is successfully developed, and the technical prob-
lems involved in operating a nuclear-powered aircraft safely are solved, 
there is no practical military value in attempting to build the airplane 
itself. It is the judgment of my scientific advisers, which I approve, 
that the pace of this program should continue to be geared to valid 
technical considerations. 

In addition to providing for the missiles discussed earlier, the budget 
also includes funds for a wide variety of tactical missiles, for both the 
ground and naval forces, and for additional quantities of air-to-air 
missiles. 

The shipbuilding program proposed for 1960 includes another 
Forrestal-class carrier, the eighth of its class. In line with the Navy's 
recommendation, this carrier will be conventionally powered. It is 
only good sense to wait until we have more experience with the 
construction of the first nuclear powered carrier authorized in the 
1958 program before we start the construction of another. 

The 1960 shipbuilding program also provides for 17 other new ships 
and for converting 13 ships to more modern types. In addition to 
the carrier, the ship construction program includes 6 guided missile 
destroyers and frigates, 3 nuclear powered attack-submarines, and 
8 other vessels. Nine Polaris submarines have been authorized to 
date. This budget provides for the advance procurement of long 
lead time components for three additional Polaris submarines. Con-
versions include a cruiser, 8 destroyers, and 4 other vessels. This 
modernization will improve the antisubmarine warfare capabilities 
and extend the useful life of World War II destroyers. 

Research will be conducted on, among other things, very early 
warning systems, ballistic missile defense, solid fuel chemistry, and 
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the use of military satellites and other military vehicles for naviga-
tion and communication purposes. I am also requesting $150 million 
for the Department of Defense emergency fund—the same amount as 
provided for 1959—to provide for the exploitation of breakthroughs or 
unanticipated developments which may occur during the coming year. 

Provision has been made for the essential needs of our ground forces. 
Included in this budget are funds for weapons, ammunition, engineer-
ing and training equipment for the Army and Marine Corps ground 
forces to enhance the combat power of the individual soldier. 

Legislation for military operations.—There are a number of existing 
provisions of law concerning military personnel which will require 
legislative action during this session of Congress to extend the expira-
tion dates. They include induction authorities under the Universal 
Military Training and Service Act, the special enlistment program 
authorized by the Armed Forces Reserve Act, the act suspending the 
permanent limitation on the authorized active duty strength of the 
Armed Forces, and the Dependents Assistance Act. 

In the Department of Defense Appropriation Act for fiscal year 
1959, the Congress enacted mandatory minimum strengths for the 
reserve components of the Army, an unprecedented departure from 
past policy. This action cuts deeply into the concept of flexibility 
overwhelmingly endorsed by the same Congress in the Department of 
Defense Reorganization Act of 1958. It is entirely inconsistent with 
a policy of promptly adjusting our military forces and concepts to 
rapidly changing world conditions and revolutionary advances in 
science and technology. Furthermore, I consider these mandatory 
provisions wasteful of resources that can be more appropriately applied 
elsewhere. I strongly urge, therefore, that the Congress repeal these 
mandatory provisions at an early date, and recommend that future 
defense appropriations contain no similar provisions. 

The Departments of the Army, Air Force, and Commerce have for 
some years been operating long-line communications in Alaska. With 
Alaska now a State, a communications system should be developed 
which will be more responsive to the growing needs of the Alaskan 
economy and people, as well as to the needs of the Government 
agencies operating in that State. In my judgment, such a system 
can best be developed by private enterprise. I will therefore soon 
submit to the Congress proposed legislation to authorize the sale of 
these Government-owned communications facilities. 

For the past several years the Department of Defense Appropria-
tion Act has contained a rider which limits competitive bidding by 
firms in other countries on certain military supply items. This re-
striction is sharply at variance with the general law, popularly known 
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as the Buy American Act. I strongly urge that the Congress not 
reenact this rider. 

There are special problems involved in our present system of pro-
ficiency flying and its relationships to flight pay for personnel assigned 
to flying duty. The Secretary of Defense has been requested to make a 
study of these problems in the interest of improvements and economies. 

Legislation on military property, construction, and procurement.— 
Changes in military concepts, weapons, and training requirements 
have markedly reduced or eliminated the need for some military 
installations and property while creating additional requirements for 
new types of facilities. Consideration should be given to legislation 
to streamline procedures and legal requirements for disposing of such 
obsolete facilities and real property. Such procedures would also 
reduce administrative costs of managing property and place property 
which is now exempt from State and local taxes on the tax rolls. 

In this connection, section 601 of Public Law 155, 82d Congress, 
imposes restrictions on the executive branch of the Government with 
respect to certain real estate transactions of the Department of 
Defense. As stated in the budget message last year, the Attorney 
General has advised me that this provision of law reflects the exercise 
of legislative authority not warranted by the Constitution. I again 
recommend its immediate repeal. 

The continued and rapid growth in the use of petroleum products has 
made questionable the need for maintenance of the relatively small 
naval petroleum reserves as a significant defense measure, since it 
would appear that the nationwide, even worldwide, petroleum indus-
try must be relied upon to provide efficiently for our petroleum require-
ments in both peace and war. Accordingly, the administration will 
study (and I would hope the Congress would do likewise) the advis-
ability of disposing of the anachronistic naval petroleum reserves, 
thereby relieving the Department of the Navy of an inappropriate 
responsibility and also providing additional revenue to the Federal 
Government. 

This budget contains recommendations for $1.6 billion additional 
authorization for acquisition and construction of facilities for the 
Armed Forces. The details of this program are now under study in 
the Department of Defense and are subject to modifications in con-
sonance with the program planning of the Armed Forces. The pro-
gram will be held to the minimum requirements for facilities and 
installations essential to the modern weapons systems being made 
operational. I will submit at an early date both the additional 
authorizations and the related estimates of appropriations for the 
military construction programs. 
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Another matter which will require the attention of the Congress 
during this session is the expiration of the Renegotiation Act on June 
30, 1959. This is the law under which excess profits gained on certain 
Government contracts and related subcontracts are recaptured by the 
Government through renegotiation. I recommend that this act be 
extended. 

Development and control of atomic energy.—Expenditures 
by the Atomic Energy Commission are expected to reach an all-time 
high of $2.7 billion in fiscal 1960. This large amount reflects our 
determination to maintain our position of world leadership in the field 
of nuclear military armaments until such armaments are brought 
under adequate international control and to promote the development 
of peaceful applications of atomic energy. 

In the light of our offer to suspend tests of nuclear weapons for a 
1-year period starting October 31, 1958, and in view of the negotia-
tions for further suspension, the budget does not provide for any 
weapons tests in the fiscal year 1960. Under the circumstances, test-
ing grounds in Nevada and the Pacific will be kept on a standby basis. 

A satisfactory test suspension agreement, of course, is but a first 
step toward reducing the grave threat of nuclear warfare. This 
administration intends to explore all possible means of attaining 
armament control under adequate inspection guaranties despite the 
recent suspension of negotiations on means of avoiding surprise attack. 
I hope that we shall succeed. Until an acceptable agreement is 
reached, however, financial authorizations must be provided to con-
tinue development and production of nuclear weapons at current high 
levels to meet a variety of military needs. 

Programs for the development of nuclear reactors for a variety of 
military propulsion and power applications will be continued at or 
above the high levels already attained. 

Peaceful uses of atomic energy.—At the second Conference on the 
Peaceful Uses of Atomic Energy in Geneva during September 1958, the 
United States demonstrated the range and scope of its atomic research 
and development in the peaceful applications of this new energy 
source. 

We plan to pursue energetically the promising technical approaches 
to civilian power reactors. We will emphasize efforts to reduce the 
cost of the reactor fuel cycle; such a reduction is basic to the attain-
ment of economic atomic power. This budget provides for continua-
tion of construction and for development, modification, and operation 
of a number of experimental and prototype power reactors owned by 
the Government, including operation of the atomic power station at 
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Shippingport, Pa., the world's first nuclear powerplant devoted 
primarily to the production of electric energy. We will also continue 
substantial support of power reactor projects undertaken by groups 
outside of the Atomic Energy Commission. 

The Commission in exercising its responsibility for direction of the 
civilian nuclear power development program will identify desirable 
projects to advance that program. In carrying out these projects the 
Commission will continue to work with the Nation's electric power 
producers, both privately and publicly owned, and will continue to 
seek cooperation from industry in order to utilize its experience and 
resources. In addition, exchange of technical information with for-
eign countries will be expanded through participation in international 
undertakings, especially the European Atomic Energy Community 
(Euratom) and the International Atomic Energy Agency. 

Further investigations into the possible use of nuclear explosions 
for such peaceful purposes as mining and earth moving, known as 
Project Plowshare, will be conducted. 

Legislation will be proposed in this session to carry out the recom-
mendations of the Joint Federal-State Action Committee in the field 
of atomic energy, which would recognize certain State responsibilities 
for the protection of public health and safety. 

The budget provides for a higher level of research in the physical 
and life sciences. Three large particle accelerators in the multibillion 
electron volt range will be put in operation in 1960. These new ac-
celerators, together with two already completed, will produce valuable 
new information on the basic structure of the atomic nucleus. More 
advanced experimental devices will be fabricated and operated to 
explore the control of thermonuclear reactions. Also, as part of the 
life science program, the budget includes funds for the operation of 
the new Brookhaven Medical Center, where the first nuclear reactor 
designed primarily for medical research purposes is located. 

Stockpiling and defense production expansion.—Most of the 
objectives for the stockpile of strategic and critical materials have 
been substantially reduced as a result of new studies, and most of 
these reduced objectives have been met. Consequently, the need for 
new procurement has been sharply decreased. At the same time 
deliveries under contracts made during the Korean conflict to en-
courage expanded production of defense materials are declining. 
Substantial reduction in the Government's purchase commitments 
has also been achieved through negotiation with contractors. 

For these reasons, expenditures for stockpiling and expansion of 
defense production are estimated to decline from $378 million in fiscal 
1959 to $265 million in 1960. However, because the present authority 
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is inadequate, legislation will be needed in 1959 to authorize an 
additional $325 million to finance probable deliveries in the next 2 
years under existing contracts for expanding defense production. 

Mutual security program.—The mutual security program is 
designed to help strengthen the defense and bolster the political and 
economic stability of the free world. Through it the United States 
shares in worldwide efforts to meet the Communist threat and to help 
improve the standard of living of people in less developed nations. 
For the fiscal year 1960, I am recommending new obligational au-
thority of $3,930 million for the mutual security program. Expendi-
tures are estimated to be $3,498 million, which is $383 million less than 
in fiscal 1959. 

The military assistance portion of the mutual security program, 
which is primarily related to our military defense effort, is discussed 
in this section of the message. The other portions of the mutual 
security program are directed primarily toward promoting stability 
and economic growth in less developed countries. They are discussed 
in the International Affairs and Finance section of this message. 

The accomplishments, future needs, techniques, and interrelation-
ships of military and economic assistance need to be reassessed in the 
light of continuing change in military technology and strategy and 
in economic and political conditions, and with consideration of new 
Communist techniques in waging the cold war. Therefore, I recently 
appointed a committee of outstanding citizens, with experience in 
government, the Armed Forces, and business, to appraise the military 
assistance program and the relative emphasis the United States should 
place on military and economic aid. Accordingly, in the present 
budget, provisions for the mutual security program are subject to 
whatever recommendations I may make in connection with my later 
transmission to the Congress of this program. 

Military assistance.—In meeting the threats of Communist military 
aggression, the United States relies on two sources of strength, our 
own defense forces and the forces of more than 40 free-world nations, 
to many of whom we provide military assistance. Three of these, 
Korea, China, and Vietnam, are divided nations facing aggressive 
Communist-dominated forces across uneasy boundaries. Other recip-
ients border on hostile Communist states, face potentially dangerous 
internal Communist movements, or are defenders of the great indus-
trial communities of the free world. 

Our primary concern is to insure the free world's ability to deter 
war and to retaliate against attack if deterrence fails, This we do 
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MUTUAL SECURITY PROGRAM 

[Fiscal years. In millions] 

Function and program 

Budget expenditures Recom-
mended 

new 
obliga-
tional 

author-
ity for 
1960 

Function and program 
1958 

actual 
1959 
esti-
mate 

1960 
esti-
mate 

Recom-
mended 

new 
obliga-
tional 

author-
ity for 
1960 

Major national security: 
Military assistance 

International affairs and finance: 
Development Loan Fund 
Defense support -
Technical cooperation 
Contingencies and other assistance. 

Subtotal 

Total, mutual security 

$2, 187 $2,312 $1, 850 $1, 600 
Major national security: 

Military assistance 

International affairs and finance: 
Development Loan Fund 
Defense support -
Technical cooperation 
Contingencies and other assistance. 

Subtotal 

Total, mutual security 

2 
874 
140 
408 

125 
815 
159 
470 

200 
780 
170 
498 

700 
835 
211 
584 

Major national security: 
Military assistance 

International affairs and finance: 
Development Loan Fund 
Defense support -
Technical cooperation 
Contingencies and other assistance. 

Subtotal 

Total, mutual security 

1, 424 1, 569 1, 648 2, 330 

Major national security: 
Military assistance 

International affairs and finance: 
Development Loan Fund 
Defense support -
Technical cooperation 
Contingencies and other assistance. 

Subtotal 

Total, mutual security 3,611 3, 881 3, 498 1 3, 930 

1 Compares with new obligational authority of $2,764 million enacted for 
1958 and $3,516 million (including $225 million of anticipated supplemental 
appropriations for the Development Loan Fund) estimated for 1959. 

through our own military capability and by providing intermediate 
and short-range missiles and other weapons to a number of our allies. 

But the free world also faces the Communist threat of local aggres-
sion and military subversion. This danger is best met by conventional 
forces of the threatened countries. If necessary, the United States 
and other free-world nations would send reinforcements under the 
terms of regional pacts and bilateral agreements. Our allies, through 
their own efforts, are covering the bulk of the costs of operating and 
maintaining their forces. The United States supplies the critical 
military equipment that our partners cannot supply themselves and 
assists in the training of their officers and men. 

The estimate of new obligational authority for military assistance 
in the fiscal year 1960 is $1,600 million. Expenditures in 1960, which 
will be made primarily from obligational authority enacted in previous 
years, are estimated to be $1,850 million, a reduction of $462 million 
from the amount estimated for 1959, 
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Nonmilitary defense.—Closely allied to our military preparedness 
are the nonmilitary civil defense and mobilization programs. 
These were reorganized last year under a new Office of Civil and 
Defense Mobilization, for which increased appropriations are recom-
mended for 1960. These programs are discussed with other programs 
concerned with industry and community facilities in the Commerce 
and Housing section of this message, under which these expenditures 
are classified. 

INTERNATIONAL AFFAIRS AND FINANCE 

The United States is directing its diplomacy and devoting a sub-
stantial share of its economic resources to maintaining world peace 
and the security of free nations. In a world which still contains much 
want and suffering, it is a goal of our foreign policy to promote the 
economic stability and growth of less developed countries. This is 
as vital to us as it is to the countries concerned in the present world 
situation. 

Although military danger persists, a strengthened free-world de-
fense system enables less developed countries to concentrate much of 
their effort on needed economic progress. Increased international 
trade, private investment, public programs of lending, and tech-
nical assistance are essential to these efforts. 

Expenditures for international affairs and finance are estimated to 
be $2.1 billion in the fiscal year 1960. This amount is $1.6 billion 
less than the expenditure estimate for 1959, mainly because of an ad-
ditional and nonrecurring subscription of $1,375 million to the Inter-
national Monetary Fund for which I am requesting authority for 1959. 

Further expansion of trade was made possible when the Congress 
last year extended the reciprocal trade agreements legislation for 
4 years. Under the authority of this act, we will seek additional 
agreements with friendly countries for mutually beneficial reductions 
of trade barriers. 

The greater share of investment capital and technical ability in the 
United States and other highly developed countries is to be found in 
private hands. Less developed countries could benefit in greater 
measure from this large private reservoir by making investment more 
attractive to firms from other countries. The United States on its 
part invites negotiation of tax treaties designed to encourage its citi-
zens to invest abroad. I will request legislation to expand the Mutual 
Security investment guaranty program, which offers guaranties to 
American private investors against losses on foreign investment that 
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INTERNATIONAL AFFAIRS AND FINANCE 

[Fiscal years. In millions] 

Program or agency 

Budget expenditures 

1958 
actual 

1959 
esti-
mate 

1960 
esti-
mate 

Recom-
mended 

new 
obliga-
tional 

author-
ity for 
1960 

Economic and technical development: 
International Monetary Fund sub-

scription (proposed legislation) 
Export-Import Bank 
Mutual security, economic: 

Development Loan Fund: 
Present program 
Proposed legislation 

Defense support: 
Present program 
Proposed legislation 

Technical cooperation: 
Present program 
Proposed legislation 

Contingencies and other assist-
ance: 

Present program 
Proposed legislation 

Other (primarily Department of 
Agriculture emergency famine re-
lief abroad) 

Conduct of foreign affairs: 
Department of State 
Other 

Foreign information and exchange activi-
ties : 

United States Information Agency 
Department of State, exchange of 

persons 
President's special international pro-

gram 

$340 

874 

140 

408 

Total. 

146 

175 
2 

109 

24 

16 

2, 234 

$1, 375 
243 

125 

815 

159 

470 

135 

242 
4 

107 

25 

9 

3, 708 

180 
20 

515 
265 

85 
85 

272 
226 

126 

212 
4 

114 

24 

7 

2, 129 

$700 

835 

211 

584 

115 

204 
2 

127 

24 

7 

12, 809 

1 Compares with new obligational authority of $3,983 million enacted for 1958 
and $7,070 million (including $4,945 million of anticipated supplemental authori-
zations) estimated for 1959. The 1959 supplemental include proposed addi-
tional U. S. subscriptions to the International Bank for Reconstruction and 
Development of $3,175 million and to the International Monetary Fund of 
$1,375 million. 
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are caused by inconvertibility of currencies, expropriation, or war. 
The Export-Import Bank is actively seeking more private partici-
pation in its loans and is selling part of its portfolio to private investors, 
with the expectation of financing all of its operations in fiscal 1960 
from receipts. The United States subscription to the capital of the 
International Bank for Reconstruction and Development helps that 
agency in channeling private capital into public loans to less developed 
countries. 

In addition, studies are being conducted by the Department of State 
and the Business Advisory Council of the Department of Commerce 
on ways to increase the role of private investment, management, and 
technical training abroad. 

International financial organizations.—To assist in economic devel-
opment and in the sound expansion of trade, the United States par-
ticipates with other countries in international financial organizations 
and also makes loans and grants directly to other nations. The 
multilateral and bilateral approaches complement each other and 
both are essential to the achievement of our objectives. 

The International Bank for Reconstruction and Development ex-
tends loans for capital investment, and the International Monetary 
Fund promotes sound foreign exchange policies and encourages trade 
by assisting countries to overcome short-term foreign exchange prob-
lems. Both institutions have proved their worth as instruments of 
international financial cooperation. However, they cannot continue 
with the same effectiveness unless their present resources are supple-
mented. The executive directors of each institution have recom-
mended an increase in member country subscriptions of 100% for 
the Bank and 50% for the Fund. I request that the Congress 
promptly approve the United States share of these recommended 
increases. Early approval will assure the other member countries 
that the increase in capitalization can be achieved quickly, and thus 
encourage prompt action by them. 

For the additional United States quota in the International Mone-
tary Fund, this budget includes $1,375 million as supplemental new 
obligational authority and as estimated expenditures in 1959. Of this 
amount, $344 million is to be paid in gold and the balance of $1,031 
million is to be paid in the form of non-interest-bearing Treasury 
notes. The anticipated subscription to the International Bank of 
$3,175 million in the fiscal year 1959 is included in the budget as new 
obligational authority but not as an expenditure because it will be in 
the nature of a guaranty fund. On the strength of guaranties from 
all its members, the Bank is able to sell its bonds to private investors. 

We are now negotiating with our Latin American neighbors con-
cerning the establishment of an inter-American development banking 
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institution which would facilitate the flow of public and private 
capital to economic development projects in this hemisphere and 
would supplement existing lending arrangements. This negotiation 
may result in a later request for legislation permitting United States 
participation in such an institution. 

The administration is also currently studying the feasibility of 
establishing an international development association which would be 
affiliated with the International Bank for Reconstruction and De-
velopment and would make loans repayable wholly or partially in the 
borrower's currency. 

Development Loan Fund.—In 1957, the United States established 
the Development Loan Fund to provide capital on terms more 
favorable than are normally available from other sources, including 
repayment in foreign currencies. The Development Loan Fund 
finances both public and private projects that clearly contribute to 
the basic development of a country but do not qualify for private 
loans or for financing by the International Bank for Reconstruction 
and Development or the Export-Import Bank. 

The Development Loan Fund is now making loans in substantial 
numbers, and will have an increasing impact in assisting less developed 
economies. The Fund will have committed virtually its entire capital 
by the end of this month. Because of the vital importance to our 
foreign economic objectives of continuing this type of lending, a sup-
plemental appropriation for fiscal 1959 of $225 million is recommended. 
This amount has already been authorized but not appropriated by 
the Congress. New obligational authority of $700 million is requested 
for fiscal 1960. 

Defense support.—Many of our allies among the less developed 
countries maintain large military forces required for the common 
defense despite the added strain placed on their national economies 
by the continuing cost of these forces. To help prevent the living 
conditions and political stability of these countries from deteriorating 
because of the economic burden of their military forces, the United 
States provides economic aid through appropriations for defense sup-
port. This aid takes the form of food, textiles and other consumer 
goods, machinery, and raw materials. For fiscal 1960, new obligational 
authority of $835 million is requested for defense support. 

Technical cooperation.—Through technical cooperation under the 
mutual security program the United States assists less developed 
countries to acquire technical, administrative, and managerial skills. 
This improvement of skills must go hand in hand with the financial 
and material resources made available for development. For 1960 an 
increase of approximately $40 million in new obligational authority is 
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requested. This will enable the United States to train more foreign 
technicians and provide more American experts and demonstrational 
equipment, with emphasis on expanding programs in Africa. The 
increase will also permit the United States to pay its share of the 
expected greater contributions by member nations to the new United 
Nations special fund for technical assistance projects. 

Contingencies and other assistance.—The mutual security program 
for 1960 includes a request for $200 million to be available for unforeseen 
contingencies and emergencies that may arise. In addition, appro-
priations will be requested for special assistance needed for the 
stability and progress of a number of countries not covered by other 
categories of aid and for such programs as our contributions to 
the worldwide malaria eradication program. Other special activities 
covered by the mutual security program are the United States con-
tributions to the United Nations Children's Fund (UNICEF) and to 
refugee programs. 

Legislation will be recommended to revise requirements on eligibility 
of countries for aid and thus provide the necessary additional flexi-
bility to help nations that are resisting Soviet domination. 

Conduct of foreign affairs.—The Department of State plans to open 
several new diplomatic and consular posts and to increase its staff 
dealing with problems of eastern Europe and international com-
munism. Legislation will again be recommended to clarify the 
authority of the Secretary of State with regard to the issuance of pass-
ports. Legislation will also be recommended to reimburse Americans 
for certain property damage in Europe and the Far East during 
World War II for which compensation has not previously been 
authorized. 

Foreign information and exchange activities.—The United States 
Information Agency will continue the major rebuilding of its radio 
facilities begun in fiscal 1959 to improve the reception overseas of the 
Voice of America. The cultural content of our information programs 
will be increased, more American books will be distributed abroad, and 
greater emphasis will be given to English-language teaching. 

C O M M E R C E A N D HOUSING 

Over the past 6 years this administration has fostered major ad-
vances in the programs of the Federal Government for aviation, 
highways, urban renewal, the postal service, and aid to small business. 

Expenditures for all commerce and housing programs in the fiscal 
year 1960 are estimated at $2.2 billion, which is $1.3 billion less than 
the estimated expenditures for 1959. The estimated reduction occurs 
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COMMERCE AND HOUSING 
[Fiscal years. In millions] 

Program or agency 

Promotion of aviation and space flight: 
National Aeronautics and Space 

Administration: 
Present program 
Proposed legislation 

Federal Aviation Agency: 
Present program 
Proposed legislation 

Civil Aeronautics Board 
Promotion of water transportation: 

Department of Commerce 
Coast Guard 
Panama Canal 

Provision of highways 
Postal service: 

Present program 
Proposed legislation 

Community development and facilities: 
Urban Renewal Administration: 

Present program 
Proposed legislation 

Other 
Public housing programs 
Other aids to housing: 

Federal Housing Administration 
Federal National Mortgage Associa-

tion 
College housing loans 
Veterans Administration: 

Present program 
Proposed legislation 

Other 
Other aids to business: 

Small Business Administration 
Proposed legislation, area assistance.. 
Other 

Regulation of commerce and finance 
Disaster insurance, loans, and relief 
Civil and defense mobilization 

Total-

Budget expenditures 

1958 
actual 

277 

38 

174 
219 
- 1 
31 

674 

58 

21 
51 

- 6 3 

- 3 2 
164 

159 

- 1 

71 

44 
49 
21 
66 

2, 109 

1959 
esti-
mate 

$146 
7 

466 

58 

212 
238 

13 
36 

752 

80 

39 
93 

- 6 2 

678 
236 

144 

29 

157 

48 
58 
20 
60 

3, 509 

1960 
esti-
mate 

Recom-
mended 

new 
obliga-
tional 

author-
ity for 
1960 

$130 
150 

560 

63 

232 
250 

5 

459 
- 3 5 0 

104 

40 
93 

-113 

186 

133 
- 3 3 
- 2 4 

164 
10 
40 
60 
16 
65 

2, 243 

$485 

537 
65 
63 

279 
260 

P) 
522 

-350 

1 
252 

7 
137 

150 

10 

201 
55 
52 
61 

5 
87 

2 2, 880 

1 Reflects proposed financing of Federal-aid highways in national forests and 
public lands from highway trust fund. 

2 Compares with new obligational authority of $5,863 million enacted for 1958 
and $3,210 million (including $715 million of anticipated supplemental authori-
zations) estimated for 1959. 
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primarily in the Federal National Mortgage Association and the 
Post Office Department. Reduced purchases of low-cost housing 
mortgages and administrative steps to increase receipts will enable 
the Association to finance its 1960 operations entirely from its current 
collections. The proposed legislation to provide more adequate 
postal rates and the absence of the large retroactive 1959 payments 
for pay and transportation will sharply reduce net budget expendi-
tures for the postal service. 

Transportation and communication.—In recent years, the 
Federal Government has had to take actions to meet emergency 
problems which have arisen in highways, railways, and aviation. 
These actions have sometimes been taken on a partial and piecemeal 
basis, without full consideration of the impact on other transportation 
programs. The Secretary of Commerce, at my request, is under-
taking a comprehensive study of national transportation to identify 
emerging problems, redefine the appropriate Federal role, and recom-
mend any legislation or administrative actions needed to assure the 
balanced development of our transportation s3̂ stem. 

Space flight.—The National Aeronautics and Space Administration, 
organized in 1958, is initiating extensive scientific investigations with 
satellites and probes to increase our understanding of the earth's outer 
atmosphere; the moon and the planets; the earth's gravitational, 
magnetic, and electric fields; radiation from space; and other phe-
nomena. Programs in the field of meteorology will look toward the 
ultimate establishment of a worldwide system of satellite weather 
observation, and in the field of communications will continue to ex-
periment with the use of satellites to serve as relays for the inter-
continental transmission of messages, voice, and television. Projects 
to increase our ability to place heavy objects in space include develop-
ment of high energy fuel rockets, a million-pound thrust engine, and 
a nuclear rocket engine. 

To promote rapid advancement of space technology, a supplemental 
appropriation of $45 million is requested for 1959. Of this amount 
$21 million is for accelerating development of the technology of manned 
space flight and $24 million is for equipment and facilities for pro-
pulsion development and tracking. For 1960, I am requesting new 
obligational authority of $485 million, an increase of $135 million 
over the 1959 total; this includes the agency's aeronautical programs 
as well as its outer space activities. 

Aviation.—Under the new Federal Aviation Agency, traffic con-
trol activities, both civil and military, are now being combined 
into a single system more capable of handling safely and efficiently 
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the increasing number of planes of varying speeds. Expenditures for 
construction and operation of needed new facilities for the Federal 
airways system are accelerating as programs authorized in earlier 
years move from plans to performance. A newly established program 
to augment civilian facilities with existing air defense radar is now in 
effect and is being accelerated. At the same time, the extensive 
research underway will help us to resolve the even more difficult air 
traffic control problems of the future. 

Legislation for Federal grants to aid local airport construction ex-
pires at the end of fiscal 1959. As I stated last year in disapprov-
ing legislation greatly expanding this program, the Federal Govern-
ment should now begin an orderly withdrawal from the airport grant 
program. Legislation will therefore be recommended to authorize a 
transitional program of Federal grants to share the costs of basic 
facilities, such as runways and control towers. One-half—instead of 
three-fourths as in the expiring law—of the funds appropriated would 
continue to be available to the States on the basis of the existing 
apportionment formula. The other one-half would be available for 
expenditure on a discretionary basis. Revenue-producing facilities, 
such as terminals and hangars, should be financed locally. This pro-
gram will require $65 million of new obligational authority in fiscal 
1960, with somewhat smaller amounts in each of the following 3 years. 

For the Federal Aviation Agency as a whole, including direct pro-
grams and airport grants, I recommend that the Congress provide new 
obligational authority of $602 million in 1960. Expenditures are esti-
mated to be $560 million, which is $94 million more than in 1959 and 
almost four times the amount spent for these purposes in 1956. 

Subsidy payments by the Civil Aeronautics Board to commercial 
air carriers are continuing to rise, primarily because of the increasing 
service to small communities. Practically all of the $63 million in 
payments estimated for 1960 will go to local service carriers includ-
ing helicopter operators. The loan-guaranty program administered 
by the Board, by helping local service carriers to finance new equip-
ment, should in the long run reduce the need for subsidy. Moreover, 
the Board has announced its intention to suspend service at any point 
where adequate traffic has not developed after a fair trial. This 
"use it or lose it" policy should help to prevent permanent certifica-
tion of uneconomic service. 

Airway user charges.—The magnitude of the burden on the general 
taxpayers for rising airway expenditures makes it essential that 
users of the facilities pay a greater share of the cost. To this end, 
legislation will be transmitted to raise the effective tax on aviation 
gasoline from 2 cents to 4% cents in 1960 and to levy the same tax on 
jet fuels, which are now tax-free. These increased costs should be 
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includible, along with other airline costs, in determining the rates 
charged the ultimate users of air transportation. Receipts from 
taxes on aviation gasoline should not be used for highways; they 
should be retained in the general fund instead of being transferred 
to the highway trust fund. These changes in revenue laws will 
increase general fund receipts by an estimated $85 million in fiscal 
1960 and by somewhat larger amounts in subsequent years. 

Promotion of water transportation.—The national maritime policies 
under which we now operate were laid down 23 years ago in the 
Merchant Marine Act of 1936. It is increasingly apparent that both 
the adequacy of and the need for those policies require reappraisal 
by the executive branch and the Congress. Accordingly, as a part 
of the general transportation study referred to earlier, the Secretary 
of Commerce will review the major problems of the shipping indus-
try. As soon as his report is available, I hope the Congress will 
hold comprehensive hearings. We need new national policies and 
guidelines which can become effective at the earliest possible date. 

At present, the bulk of our Merchant Marine consists of ships built 
during the years 1942 to 1946. Since existing law normally requires 
replacement of vessels at the age of 20 years, we must establish 
definitive policies on such questions as the realistic life span of mer-
chant ships, the number of ships actually needed in our Merchant 
Marine, the extent to which their construction and operation should 
continue to be subsidized by the Government, and the pattern of 
trade routes that should be served by subsidized ships. There should 
also be an examination of present policies on such matters as foreign 
flag registration and the competition of foreign shipping. 

In the meantime, the 1960 budget provides for a substantial ship 
construction program. New obligational authority of $129 million is 
recommended for construction subsidies and related programs in 1960. 
This appropriation will be used for replacing 14 needed cargo and 
combination passenger and cargo ships. It is not contemplated that 
any of it will be used for the passenger superliners authorized last year. 
I request that the Congress reconsider its action requiring that these 
superliners be built under direct Federal loans, which under present 
law would be made at an interest rate below that paid by the Govern-
ment itself for comparable borrowed money. 

The first nuclear powered merchant ship, the N. S. Savannah, is 
expected to be completed in January 1960. Research on improved 
nuclear propulsion of merchant ships is continuing. Legislation 
should be enacted to assure that nuclear materials may be distributed 
for use as fuel on United States merchant ships. 

Some savings in maintenance costs will be realized by the Maritime 
Administration through disposal of surplus shipyards which it owns 
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and through reducing preservation work on over 1,000 Liberty ships 
no longer suitable for mobilization. 

Expenditures for operating subsidies to shipowners, estimated at 
$130 million, will be unchanged from 1959. A maximum of 330 ships 
are expected to be eligible for operating subsidies, including a limited 
number for new Great Lakes routes. 

Urgently needed repair and modernization of Coast Guard equip-
ment and facilities are provided for in the increase of $20 million in 
new obligational authority over the 1959 amount. This will not only 
improve the protection given life and property but will also save oper-
ating and maintenance costs in the future. 

Highways.—The comprehensive highway program enacted in 1956 
established the principle that highway users, rather than the general 
taxpayers, should pay the cost of Federal-aid highways. The larger 
contract authority enacted in 1958, however, will create a cumulative 
deficit in the highway trust fund under present law of $241 million by 
the end of the fiscal year 1960, and about $2.2 billion by the end of 
1962. 

To maintain the trust fund on a self-supporting basis, I am recom-
mending a temporary increase of 1% cents in highway fuel taxes, 
to become effective July 1, 1959, and to remain in effect through the 
fiscal year 1964. This increase is necessary to assure availability of 
the entire 1961 and 1962 Federal-aid highway authorizations without 
waiving provisions in the basic legislation which limit expenditures to 
the amounts available in the trust fund. 

HIGHWAY TRUST FUND 
[In millions] 

Fiscal year Expendi- Receipts Year-end 
tures balance 

Under existing legislation: 
1957 $966 $1, 482 $516 
1958 1, 602 2, 134 1, 049 
1959 estimate 2, 553 2, 143 639 
1960 estimate 3, 102 2, 222 - 2 4 1 
1961 estimate _ 3, 109 2, 291 - 1 , 059 
1962 estimate 3, 484 2, 377 - 2 , 166 

After enactment of proposed legislation: 
1960 estimate 3, 136 2, 912 415 
1961 estimate _ 3, 180 3, 175 410 
1962 estimate 3, 558 3, 296 148 

<isn o o o — 5 9 tv 
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In addition, as I have previously recommended, the forest and 
public land highways, which are an integral part of the Federal-aid 
system but are now financed from general budget funds, should be 
transferred to trust fund financing, and the revenues from aviation 
gasoline taxes which are now allocated to highway construction should 
be retained in the general fund. The net effect of these changes is 
that all Federal expenditures for Federal-aid highways will be paid 
from the highway trust fund and the fund itself will be financed 
by highway users. 

Postal service.—Since 1953 this administration has been using every 
available method to improve the efficiency of the postal service, and 
to place its operations on a self-supporting basis, except for a few 
subsidized uses authorized by law. 

In the last session the Congress took an important step by enacting 
the first comprehensive increases in postal rates in a quarter century. 
The increases, however, were considerably short of the minimum 
necessary amounts which I had requested and were made more 
inadequate by pay increases for postal employees for which no addi-
tional financing was provided. As a result, new obligational authority 
of $522 million would be required next year, under existing legislation, 
to finance the postal deficit and the subsidized public services. 

The Postal Policy Act of 1958 established, for the first time on a 
statutory basis, the principle that postal rates should be adequate to 
cover all costs of operating the postal establishment with certain 
exceptions. Consistent with tbis requirement, further revisions in 
rates should be enacted adequate to provide at least $350 million of 
additional revenues in 1960. Legislation for this purpose will be 
proposed in the near future. 

An appropriation of $172 million is requested to reimburse the Post 
Office Department for public service costs not required to be covered 
by postal revenues. However, the concept of public services as 
defined in the act requires excessive costs to be charged against 
general Treasury revenues. Therefore, the Congress should correct 
this situation by amending the Postal Policy Act of 1958 to prevent 
these excessive charges and to assure a more equitable sharing of 
postal operating costs between mail users and the general public. 

These increases in rates, together with the appropriations for public 
service items, should provide adequate funds, not only to meet the 
expanded requirements for postal service in 1960, but also to carry 
forward the research and capital programs already underway. As a 
result we can make needed progress in acquiring modern facilities 
and equipment adequate to take care of the steadily increasing mail 
volume in later years. 
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Housing and community development.—A year ago I pre-
sented to the Congress a carefully considered program for revision and 
extension of the basic statutes governing several major housing and 
community development programs. Adjournment of the Congress 
without enactment of these recommendations has made it necessary to 
adopt temporary expedients to handle continuing applications for 
urban renewal capital grants and college housing loans until new 
authorizations can be made available. Emergency legislation has 
already been proposed to the Congress to provide the funds neces-
sary for these programs and to increase the mortgage insurance 
authority available for the remainder of the fiscal year. In this 
message I shall emphasize comprehensive long-run changes needed 
in this important area. 

Urban renewal.—The Federal Government is providing major 
assistance to communities in halting urban deterioration and replacing 
it with orderly redevelopment. Approximately 650 urban renewal 
projects are now underway or completed in more than 380 cities. 
These will involve an ultimate net cost estimated at about $2 billion, 
of which over $1.3 billion will be supplied by Federal capital grants. 
The Federal Government also has outstanding loans and loan guar-
anty commitments totaling about $700 million for temporary financ-
ing of these projects. 

When urban renewal legislation was not enacted by the Congress 
last year, authority subject to the President's discretion had to be 
used to make available $100 million for capital grants. Since this 
authorization will soon be exhausted, the emergency legislation 
already proposed contains an additional $100 million for 1959 and 
also $100 million to restore the discretionary authority for future 
emergencies. 

The Congress should act promptly upon four major revisions in the 
urban renewal laws: 

(a) Assure the States and cities of continuing Federal support for 
urban renewal by authorizing capital grants of $1,350 million for the 
next 6 years. For each of the first 3 years, 1960-62, $250 million 
should be authorized, with $200 million annually for 1963-65. This 
forward authorization, together with administrative steps already 
taken to allocate the available funds equitably, should enable each 
community to develop a long-term community-wide plan which may 
then be financed in realistic annual installments. 

(b) In accordance with the predominantly local benefits received, 
require States and cities to assume a gradually increasing share of the 
expense of buying and improving the land and of other net project 
costs. On projects initiated in fiscal 1960, the Federal Government 
should continue to pay two-thirds of the net cost and the State and 
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local community one-third. In succeeding fiscal years the State and 
local share should increase by steps to 40, 45, and finally 50% in 
1963-65. The increased non-Federal share should not prove oner-
ous, since much of this contribution normally is provided through 
construction of improvements otherwise necessary and the increased 
property values in the completed projects will usually permit the local 
costs to be recovered in increased tax receipts, often within 10 years 
or less. 

(c) Encourage more careful planning by requiring the States or 
communities to assume their share of the cost of planning from the 
start. At present the Federal Government advances the full amount 
for planning and the local share is paid only if the project actually 
goes forward. 

(d) Aid nonresidential urban renewal projects by authorizing $150 
million in loan commitments to assist local agencies to obtain financing 
from private sources. Projects of this type often can yield such sub-
stantial increases in property tax revenues that local communities 
should be able to finance them without requiring Federal grants. 

Public housing programs.—By the end of the fiscal year 1960, 
over 475,000 federally aided public housing units will be occupied by 
about 2 million people, and the additional 110,000 units already 
authorized will be under contract for Federal contributions but will 
not yet be constructed. These 585,000 units should meet most of 
the demand for such housing by low-income families displaced by 
highway construction, urban renewal, or similar governmental action 
in the next few years. I shall not ask for authorization for any 
additional units. 

Insurance of private mortgages.—Through the mortgage insurance 
programs of the Federal Housing Administration and the loan guar-
anty program of the Veterans Administration, the Federal Govern-
ment is underwriting private credit for a substantial share of all 
houses built and purchased. Twice during the past calendar year, 
however, orderly planning and financing of home building have been 
jeopardized when increases in applications for mortgage insurance 
exhausted or threatened to exhaust the maximum amount of insurance 
authorized by law. The emergency housing legislation already recom-
mended to the Congress would increase the existing limitation by $6 
billion. I urge that the limitation be completely removed in general 
legislation so that this self-supporting program will be available at all 
times to insure adequate financing of housing. 

Several other major legislative actions should be taken to permit 
insurance programs of the Federal Housing Administration to meet 
demonstrated needs : 

(a) Enact permanent authority to insure property improvement 
loans; 
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(6) Authorize interest rates for insured armed services and other 
rental and cooperative housing mortgages adequate to assure private 
financing of such loans; 

(c) Establish a new insurance program for mortgages on rental 
housing for elderly persons to replace the present limited program; 

(d) Broaden the special mortgage insurance for families displaced 
by urban renewal and other Government programs to include more 
effective aids for rental housing; 

(e) Extend for another year the authority to insure mortgages for 
military housing; 

(J) Increase the maximum amounts of mortgages on sales housing 
eligible for insurance. 

Veterans' housing loans.—The direct housing loan program of the 
Veterans Administration was extended and liberalized last spring as 
an antirecession measure. Requests for direct loans now exceed 
available funds in large part because the law does not permit interest 
rates that are adequate to attract private financing of guaranteed 
loans. I urge the Congress to act promptly to authorize the same 
flexibility in interest rates for the Veterans Administration as the 
Federal Housing Administration already has for comparable programs, 
and to extend the voluntary home mortgage credit program. These 
two actions should enable private lenders to meet a large share of the 
unsatisfied demand by veterans for Government loans, and will also 
reduce budget expenditures. 

Mortgage purchases.—Under its special assistance programs, the 
Federal National Mortgage Association purchases certain types of 
insured or guaranteed mortgages. From 1956 through 1958 expendi-
tures for these purchases have been exceeded by receipts from repay-
ments and from sales of mortgages acquired under earlier purchase 
programs. Ill 1959, however, mortgage purchases will exceed repay-
ments and sales, and net expenditures will jump to an estimated $678 
million, as a result of the billion-dollar program authorized last spring 
by the Congress to purchase mortgages on low-cost housing at terms 
favorable to the borrowers. 

For the fiscal year I960, the Association will endeavor to cover its 
expenditures for mortgage purchases by receipts from mortgage 
sales and other sources. To make this possible without diverting 
the flow of new funds from the mortgage market, an estimated $335 
million in Government-owned mortgages will be offered to investors in 
exchange for certain Government bonds which then will be retired. 

To avoid unnecessary budget outlays in future years the Housing 
and Home Finance Agency is increasing its efforts to obtain private 
financing for programs now largely financed with special assistance 
funds. These efforts, aided by those of the Department of Defense, 
have alreadyproved successful in obtaining adequate private credit for 
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the armed services family housing program which, until last spring, 
had been financed mainly from Government funds. New commit-
ments of over $400 million are anticipated for 1960, mainly for the 
purchase of mortgages on housing in urban renewal areas and housing 
for the relocation of families displaced by governmental actions. 
Since the agency is now permitted to control the prices at which it 
purchases such mortgages, the rapidly growing financing requirements 
can and should be met in substantial degree from private sources. 

College housing.—No additional authorizations were provided for 
college housing loans by the Congress last year. Accordingly, while 
processing of loan applications has continued, only limited new com-
mitments have been made. The emergency legislation already before 
the Congress would provide $200 million in new lending authority 
at once. This should be adequate to meet the needs for loans for at 
least the remainder of the fiscal year 1959. 

For the fiscal year 1960, no additional new obligational authority 
is requested for college housing loans. However, an estimated $50 
million in obligations owned by the Government will be offered to in-
vestors in exchange for certain Government bonds which then will be 
retired. This amount will'be' available for loans to take care of un-
usual cases during a transitional period from direct Government loans 
to other means of financing college housing needs. 

About 60% of the demand for college housing loans in recent years 
has come from State universities and other public institutions. Such 
institutions normally can borrow privately on relatively favorable 
terms because of Federal tax exemptions on the income from their 
obligations. Nevertheless, they have been encouraged to borrow 
from the Federal Government by the low subsidized interest rates 
required by law since 1955. For the remainder of the present direct 
loan program, the law should be amended to remove this incentive to 
Federal borrowing by {a) denying eligibility for loans to any institu-
tion qualified to issue tax exempt securities and (b) placing in the law 
a requirement that interest rates cover costs on loans to all remaining 
eligible borrowers. 

For the future, and in order that there may be no hiatus in providing 
Federal assistance where it is most needed, this budget suggests that 
the Congress include in general housing legislation provisions relating 
to college housing which would authorize a limited loan guaranty pro-
gram. However, it seems to me that the continued needs of colleges 
and universities for housing should be considered within the frame-
work of the general problems of education. The Department of 
Health, Education, and Welfare is now concluding its studies of these 
problems. 

Small business.—Recent enactment of the Small Business 
Investment Act and of legislation making the Small Business Admin-
istration a permanent agency is substantially strengthening Federal 
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assistance to small businesses. New loan commitments to State and 
local development corporations and to newly authorized small business 
investment companies are estimated at $73 million in 1960, thereby 
putting to work a much larger amount of private capital. Efforts will 
be continued to assist small businesses in obtaining a fair share of 
Federal procurement, to advise them on Government property dis-
posals, and to provide them with technical and management assist-
ance. The new program of grants for research on small-business 
problems and counseling for small firms is getting underway. The 
expansion in loans can be financed largely by increased receipts 
anticipated from loans made in prior years, so that net expenditures 
of $164 million for the agency's business-aid programs will be only 
$7 million greater than in 1959. 

Area assistance.—In disapproving the area redevelopment legisla-
tion enacted in the closing days of the last Congress, I expressed the 
hope that the next Congress would promptly pass a more soundly 
conceived program. The revised legislation which this administration 
is proposing would: 

(a) Place the major responsibility on local citizens; 
(b) Authorize loans to areas where unemployment has been well 

above the national average for 2 or more years; 
(c) Authorize grants for technical assistance to these areas and to 

localities dependent upon a single industry or situated in rural low-
income areas; 

id) Place leadership in the Department of Commerce, with the 
assistance of other Federal agencies. 

To finance this program, I recommend initial appropriations in 
fiscal 1960 of $55 million. Based on the successful, comparable pro-
grams conducted by certain States, these appropriations should be 
adequate to meet the Federal share for redevelopment of all areas 
expected to qualify under the proposed legislation. 

Civil and defense mobilization.—Reorganization Plan No. 1 of 
1958 merged the former Office of Defense Mobilization and the Federal 
Civil Defense Administration into the new Office of Civil and Defense 
Mobilization. This merger is now substantially completed and per-
mits improved coordination of our nonmilitary defense. New obli-
gational authority of $87 million is recommended for 1960. 

Methods for formalizing the means by which the Office of Civil and 
Defense Mobilization utilizes appropriate resources of other depart-
ments and agencies are now being studied. The OCDM budget 
includes $12 million for financing the assigned responsibilities of such 
agencies in civil defense and mobilization programs. 

It also includes $21 million to carry out legislation enacted last 
year for sharing with the States the cost of civil defense personnel 
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and administration, and for providing radiological monitoring devices 
to States and cities for training and operational use. 

During the past year the administration accelerated a program of 
public education on the effects of fallout with the aim of stimulating 
preparations for fallout protection. The new obligational authority 
for OCDM includes $11 million for the continuing support of this 
program and for research and demonstration on shelters. 

AGRICULTURE AND AGRICULTURAL RESOURCES 

Expenditures for agriculture and agricultural resources are surpassed 
in magnitude in the budget only by outlays for national security and 
for interest on the public debt. The continuing heavy impact of 
agricultural programs on the budget is mainly the result of the con-
tinued high volume of agricultural production and our long estab-
lished and now largely outmoded system of farm price supports. This 
system of price supports is not suited to the technically more efficient 
agriculture that has been rapidly developing in this country. The 
system provides production incentives that impede needed adjust-
ments and encourages the production of surpluses which, in turn, 
result in increased Government outlays for commodity loans and pur-
chases, and for storage and interest costs. 

Legislation is urgently needed, therefore, to make further revisions 
in the price support program. Recommendations will be sent to the 
Congress in a special message on agriculture. In this budget I am 
recommending extension of the Agricultural Trade Development and 
Assistance Act of 1954 (Public Law 480) and the Sugar Act, major 
changes in the rural credit programs, and a reduction in the advance 
authorization for the agricultural conservation program. 

Estimated expenditures for agricultural programs in fiscal year 1960 
are $6 billion, which is $779 million less than the estimate for the 
current year, but $1.6 billion more than was actually spent in 1958. 
The main part of the decrease expected in 1960 is in the soil bank 
program, because the acreage reserve portion terminated at the 
end of the 1958 crop year. 

Total new authority to incur obligations requested for agriculture 
and agricultural resources in 1960 is $5.1 billion. This amount 
includes, among others, $2 billion to restore the capital impairment 
of the Commodity Credit Corporation resulting from price support 
losses, and $1.2 billion to reimburse the Corporation for estimated 
costs and losses under other programs financed through that agency. 
All of these Commodity Credit Corporation costs and losses are 
reflected in budget expenditures of 1959 and prior years. 
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A G R I C U L T U R E A N D A G R I C U L T U R A L R E S O U R C E S 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

new 
Program or agency obliga-

1958 1959 1960 tional 
actual esti- esti- author-

mate mate ity for 
1960 

Stabilization of farm prices and farm 
income: 

Commodity Credit Corporation:1 

Price support, supply, and pur-
chase programs _ $987 $3, 118 $2, 880 $2, 044 

Public Law 480: 
Present program 1, 073 1, 049 983 968 
Proposed legislation. 50 

National Wool Act 57 21 81 48 
Other.. 177 233 224 193 

Soil bank—acreage reserve 620 713 1 1 
Removal of surplus agricultural com-

modities 125 150 150 239 
Sugar Act 70 68 75 72 
Other 42 35 46 46 

Subtotals 3, 151 5, 386 4, 490 3, 609 
Financing rural electrification and rural 

telephones 297 325 335 225 
Financing farm ownership and operation: 

Farm Credit Administration _ - 3 4 2 2 
Farmers' Home Administration 242 247 194 204 

Conservation of agricultural land and 
water resources: 

Agricultural conservation program 
(including CCC loan) 233 240 197 242 

Soil bank—conservation reserve 113 141 343 360 
Soil Conservation Service, watershed 

protection, Great Plains program, 
and other 102 133 135 129 

Research and other agricultural services. _ 255 299 301 294 

Total, agriculture and agricultural 
resources _ 4, 389 6, 775 5, 996 2 5, 065 

1 Certain expenditures for agriculture and agricultural resources which are 
shown elsewhere in this document under CCC are shown in this table under the 
soil bank programs for which the CCC serves as disbursing agent. 

2 Compares with new obligational authority of $6,257 million enacted for 1958 
and $5,414 million (including $1,241 million for anticipated supplemental author-
izations) estimated for 1959. 
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Price supports and related programs.—Expenditures for price supports 
and other programs to stabilize farm prices and farm income will com-
prise about 75% of total expenditures for agriculture and agricultural 
resources in 1960. 

Because of the many uncertainties with respect to future production, 
consumption, and exports of farm commodities, it is difficult to esti-
mate the expenditures required for price supports. The budget 
assumes that crop yields in 1959 will be lower on the average than 
the record yields of 1958, but that a part of the land that was in the 
acreage reserve of the soil bank will be used to produce additional 
price-supported crops in the 1959 crop year. The shift of this idle 
land to crops will be a factor contributing to continued heavy Com-
modity Credit Corporation expenditures under existing laws. 

Because of the technological revolution that is still increasing pro-
ductivity in agriculture, farmers continue to produce more than can 
be marketed at home and abroad. Under our present open-end price 
support system, this excess production results in increased Federal 
loans and purchases and increased carryover inventories. Total 
loans and commodity inventories of the Commodity Credit Corpora-
tion on June 30, 1958, amounted to $7.1 billion. This accumulation 
is expected to rise to $9.1 billion by June 30, 1959, and still further 
to nearly $10.5 billion by June 30, 1960. To prevent continuation 
of huge Federal outlays, legislation will be proposed to make badly 
needed changes in the price support system. 

Titles I and II of the Agricultural Trade Development and Assist-
ance Act of 1954 expire on December 31, 1959. Sales of farm com-
modities for foreign currencies under title I of this act and donations 
of commodities for relief purposes under title II have provided a 
temporary method of coping with some of the continuing excess pro-
duction of farm commodities. This budget proposes extension of 
titles I and II of this act for 1 additional year, with an increase from 
$6,250 million to $7,750 million in the authorization for the Com-
modity Credit Corporation to incur costs and losses under title I. 

The International Wheat Agreement between wheat importing and 
wheat exporting countries expires on July 31, 1959. The desirability 
of extending this agreement is currently being studied. 

Although the Sugar Act, which serves to stabilize domestic sugar 
prices and assure adequate domestic supplies, does not expire until 
December 31, 1960, it is recommended that the act be extended at 
this time in order to give sugar producers needed time for production 
planning. 

Agricultural credit programs.—The Rural Electrification Adminis-
tration has made a major contribution to the development of rural 
America. Over 95% of our farms now have central station electric 
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service compared with 11% in 1935. Expanding use of power in the 
areas served by electric cooperatives, however, requires substantial 
amounts of new capital every year to provide additional generating 
capacity and heavier transmission and distribution facilities. Rural 
industrial and nonfarm residential consumers, which already account 
for about one-half of total power sales by the REA system, are 
increasing their power consumption much faster than are farm con-
sumers and comprise about 75% of the new customers being added. 
The prospective size of new capital requirements, together with the 
present state of development of the rural electric cooperatives, empha-
sizes the need to broaden the sources of capital from which the REA 
system may obtain the funds to finance needed expansion. 

I am again proposing that legislation be enacted to assist both 
electric and telephone borrowers to obtain financing from private 
sources. 

A reduction in the levels of the direct loan programs of the Farmers' 
Home Administration is recommended in this budget. Direct loans 
for farm ownership and for soil and water conservation are supple-
mented with private loans insured by the Federal Government. In 
order to attract additional private credit, the Secretary of Agriculture, 
under authority of present law, has raised the interest rate to be paid 
on insured farm ownership and soil and water loans from 4% to 5%. 

Legislation will also be proposed to place the Farmers' Home 
Administration on a revolving fund basis of operation. Under such 
legislation funds received in repayment of previous loans would be 
available for new loans and administrative expenses. 

Conservation of agricultural resources.—Payments to farmers repre-
senting a sharing of the costs of conservation practices performed 
during the 1959 crop year will require $197 million in expenditures 
and $242 million in new obligational authority for fiscal 1960. These 
amounts are needed to pay for the advance authorization in the 1959 
agricultural appropriation act, which exceeded my recommendation. 
For the 1960 crop year a reduced advance authorization of $100 million 
is recommended. This amount, along with other public programs in 
support of soil and water conservation, will provide substantial 
incentives for farmers to continue the soil and water conservation 
practices required to maintain our agricultural resource base. 

With termination of the acreage reserve, many farm owners are 
expected to place larger acreage in the soil bank conservation reserve. 
This shift, together with an increase in rental payments, will result in 
an increase in expenditures from $141 million in fiscal 1959 to $343 
million in 1960. The budget provides for an upper limit of $375 
million on payments in the 1960 calendar year, which is the same as 
was provided for 1959. 
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No additional funds are recommended for 1960 to initiate construc-
tion on watershed projects under the Watershed Protection and Flood 
Prevention Act. However, funds available from the 1959 appropria-
tion will permit starting construction on 60 projects in 1959 and 40 
more in 1960. 

Research and other agricultural services.—Expenditures for research, 
education, and other agricultural services financed from direct appro-
priations will be about the same in the fiscal year 1960 as in 1959, 
more than double the amount spent for these purposes in 1954. 
Research in foreign countries to increase industrial uses of agricul-
tural commodities will be strengthened through the use of foreign 
currencies obtained from the sale of farm commodities abroad. 

NATURAL RESOURCES 

Expenditures for the development and conservation of natural 
resources are estimated at $1.7 billion in 1960, approximately the 
same as in 1959, which itself will be higher than any previous year. 
About two- thirds of the expenditures in 1960 will be for the develop-
ment of water resources. 

Work on many resource development projects underway was accel-
erated in the latter part of the fiscal year 1958 to aid in economic 
recovery, and the higher rate of construction has continued into 1959. 
To carry forward projects started in 1959 and earlier years will require 
some increases in appropriations for 1960. In view of this record 
program, no funds are provided in the 1960 budget for starting 
construction of new water resources projects. Further, the budget 
contemplates stretching out construction on some projects underway 
where this can be done without stopping work on the projects. Other 
programs will be continued at or below current levels. Even with 
these economies, total expenditures in 1960 for resources programs will 
remain at a record level. 

Water resources.—Flood control, navigation, irrigation, and related 
activities of the Corps of Engineers and the Bureau of Reclamation 
are expected to require expenditures of $1.1 billion in 1960—an all-
time high. Of this amount, an estimated $869 million will be spent 
on construction. 

In the years after 1960, an amount of $5 billion will be required 
to complete going projects, and annual expenditures in 1961 and 
1962 will be even higher than in 1960. In view of this extremely 
high level of commitments and expenditures, the budget contemplates 
that in some cases work on new starts, for which appropriations were 
made for 1959, will be limited in that year largely to preconstruction 
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NATURAL RESOURCES 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

new 
Program or agency obliga-

1958 1959 1960 tional 
actual esti- esti- author-

mate mate ity for 
1960 

land and water resources: 
Corps of Engineers, civil functions..- $699 $725 $815 $865 
Department of the Interior: 

Bureau of Reclamation 226 270 250 256 
Power marketing agencies 42 36 41 43 
Indian lands resources 46 64 61 56 
Public domain and other 29 34 32 33 

Saint Lawrence Seaway Develop-
ment Corporation 48 17 4 

Tennessee Valley Authority: 
48 17 

Present programs 38 46 8 15 
Proposed legislation for revenue 

bond financing 2 18 
Federal Power Commission 6 7 7 7 
Department of State and other 5 7 6 5 

Forest resources 174 194 186 192 
Fish and wildlife resources 60 69 70 70 
Recreational resources 69 97 83 81 
Mineral resources _ 59 78 78 68 
General resource surveys and other 43 61 51 52 

Total 1, 543 1, 708 1,710 11, 744 

1 Compares with new obligational authority of $1,456 million enacted for 1958 
and $1,943 million (including $243 million of anticipated supplemental 
authorizations) estimated for 1959. 

activities, including land acquisition. No additional funds are re-
quested to start new projects in 1960. 

In the interest of sound water resources programs in future years, 
funds are recommended to continue investigations and advance plan-
ning and to assemble basic data for future projects. I continue to 
believe that, as part of sound advance planning, the Fryingpan-
Arkansas project in Colorado should again be considered for authori-
zation, but no appropriation to start construction should be enacted 
until the overall budgetary situation is more favorable. 

Research will continue on processes for converting sea water and 
brackish water to fresh water. Design work and site selection for 
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demonstration plants, initiated in fiscal 1959 under legislation enacted 
during the past session of the Congress, will be advanced in 1960. 

One of the most pressing needs for achieving a sound water re-
sources policy is the establishment of a consistent basis for cost shar-
ing on flood control projects. Several distinguished commissions have 
emphasized the disruptive effects of requiring the Federal agencies 
responsible for flood protection works to operate under different and 
confusing cost-sharing standards. Legislation will be proposed to set 
a uniform basis of cost sharing for all projects not yet under construc-
tion that produce identifiable flood protection benefits to local areas. 
Under such legislation, non-Federal interests would bear at least 30% 
of the cost, with the value of lands, easements, and rights-of-way con-
tributed locally counted as part of the non-Federal share. Operation 
and maintenance would be a State or local responsibility. 

I again urge the Congress to take action early in this session to au-
thorize the sale of revenue bonds by the Tennessee Valley Authority 
in order that the Authority may meet its needs for new generating 
facilities. Under such legislation the Congress would retain budgetary 
control of the program. This budget includes a supplemental author-
ization for fiscal 1959 of $200 million under the proposed revenue 
bond legislation. 

To help improve financial management, legislation will be recom-
mended for the establishment of revolving funds for the Bonneville, 
Southeastern, and Southwestern Power Administrations in the De-
partment of the Interior. These Administrations market hydroelec-
tric power generated at certain dams constructed by the Corps of 
Engineers and the Bureau of Reclamation. With this legislation, 
part of the receipts from these power sales would be used directly, 
subject to such limitations as may be included in appropriation acts, 
for financing the operation and maintenance expenses of the marketing 
agencies, thus reflecting the results of these business-type operations 
in the budget on a net basis. 

Other resource programs.—In 1960, expenditures for conserving and 
developing the resources of the national forests, public domain lands, 
and Indian lands will be somewhat lower than in 1959. Receipts 
from management of these lands are estimated at $300 million in 1960, 
an increase of $22 million over the 1959 estimate. In accordance 
with this administration's policy to obtain a fair return for use of 
federally owned resources, legislation will be proposed to revise the 
fee schedule for noncompetitive oil and gas leases on lands in the 
public domain. 

Scheduled construction on Indian reservations will permit progress 
in providing roads, irrigation and water systems, and buildings and 
utilities. The major share of building construction will go for schools 
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for Indian children who reside on lands held in trust by the United 
States. 

Expenditures in 1960 for fish and wildlife resources will be at about 
the present level. An increase is recommended to acquire lands for 
additional wildlife areas in 1960. Also, to aid the fishing industry, the 
fishery loan fund will be augmented by $3 million and mortgages 
for fishing vessels will be insured by the Bureau of Commercial 
Fisheries in the Department of the Interior. 

This budget provides for the continued improvement of our national 
parks and the development of the national forests for recreational use. 
A supplemental 1959 appropriation is recommended to enable the 
recently established Outdoor Recreation Resources Review Com-
mission to undertake the first comprehensive survey of outdoor 
recreational resources and needs. It is anticipated that the Com-
mission's findings and recommendations will provide guides for 
Federal, State, local, and private interests in considering how to 
meet the increasing demands for outdoor recreation. 

Under present methods of utilizing natural gas, helium is largely 
being dissipated into the atmosphere. This unique gas is needed for 
atomic energy and missile programs as well as industrial welding and 
certain types of aircraft. Legislation is recommended to conserve for 
future use the Nation's vital helium. Maximum private participation 
and financing in accomplishing this objective are contemplated. 

LABOR AND WELFARE 

The Federal Government's labor and welfare services have grown 
significantly in the last decade as new programs have been enacted 
and old ones broadened and expanded. Budget expenditures for 
labor and welfare will have doubled between 1950 and 1960. In-
cluding payments from trust funds as well as budget funds, there is 
an almost fourfold increase, from $5.3 billion in 1950 to an estimated 
$19.1 billion in 1960. Much of the increase in budget outlays has 
been for grants-in-aid to States and local governments, which in 1960 
will comprise three-fourths of budget expenditures for labor and wel-
fare programs. 

Total expenditures for these programs are estimated at $4.1 billion. 
This is $682 million more than was spent for these programs in 1958 
but $251 million less than the estimate for the current year. The 
decrease from 1959 to 1960 occurs chiefly because of the expiration 
on April 1, 1959, of the antirecession legislation for temporary Federal 
unemployment compensation payments. Excluding these temporary 
payments, estimated expenditures in fiscal 1960 are $161 million 
greater than in 1959. Significant increases are provided in 1960 for 
the defense education program initiated in fiscal 1959 and for higher 
public assistance grants as required by legislation enacted by the last 
Congress. 
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LABOR AND WELFARE 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

new 
Program or agency obliga-

1958 1959 1960 tional 
actual esti- esti- author-

mate mate ity for 
1960 

Promotion of science, research, libraries 
and museums: 

National Science Foundation: Basic 
research. $35 $60 $80 $94 

Department of Commerce: Bureaus 
of Census and of Standards 16 41 105 120 

Other 21 32 42 26 
Promotion of education: 

National Science Foundation: Science 
education 15 51 60 67 

Department of Health, Education, 
and Welfare: 

Defense education program 65 110 150 
Assistance for schools in federally 

65 110 150 

affected areas 189 198 188 181 
Vocational education and other._ 57 62 63 63 

Department of the Interior: Indian 
activities . 54 60 57 59 

Labor and manpower: 
Temporary extended unemployment 

compensation 48 412 48 412 
Grants for administration of employ-

ment service and unemployment 
compensation. 295 322 324 329 

Other 115 92 101 103 
Promotion of public health: 

National Institutes of Health: 
Research grants and activities 187 251 254 294 
Grants for health research facil-

ities and direct construction 14 24 27 20 
Hospital construction grants 106 124 129 101 
Grants for construction of waste 

treatment facilities . . __ 17 30 30 20 
Other 222 240 238 229 

Public assistance _ _ 1, 797 1, 987 2, 022 2, 038 
Correctional and penal institutions 34 41 45 59 
Other welfare services .... 225 287 251 243 

Total 3, 447 4, 380 4, 129 1 4, 196 

1 Compares with new obligational authority of $4,161 million enacted for 1958 
and $4,158 million (including $273 million of anticipated supplemental authoriza-
tions) estimated for 1959. 
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While continuing to support programs necessary to stimulate 
greater State and local effort in areas of critical national concern, 
this administration has consistently endeavored to strengthen our 
system of government by encouraging State and local governments 
to assume responsibility for many public needs which they can provide 
well without relying on Federal aid at all, or by financing a larger 
share from their own revenue sources. Therefore, toward this objec-
tive, legislation is again recommended to: 

(а) Discontinue Federal grants for vocational education and for 
waste treatment works construction and adjust Federal revenue laws 
as recommended by the Joint Federal-State Action Committee so the 
States can assume full responsibility for these programs starting in 
the fiscal year 1961; 

(б) Modify the provisions for aid to schools in areas affected by 
Federal activities; 

(c) Increase State and local participation in the financing of public 
assistance programs. 

Specific proposals will be transmitted to the Congress during this 
session on each of these matters and I urge the Congress to speed 
their enactment. 

The rapid growth in our population, when added to the increasing 
complexity of our economy as a result of rapid technological advances, 
brings us face-to-face with increasingly difficult problems in the fields 
of health, education, and welfare. We cannot continue to deal with 
these problems on a year-to-year basis. We must, as a Nation, 
arrive at an understanding on long-term goals. At the same time 
we must endeavor to reach an understanding on the respective con-
tributions that should be made by government at all levels and by 
private groups in order to achieve these goals. I have announced in 
my state of the Union message a series of studies designed to facilitate 
the reaching of such consensus. 

Science, research, and education.—Expenditures for basic research, 
which provide the foundation for advancements in applied research 
and technology and assist in the support of our universities, will 
continue upward in 1960. Expenditures for the program of research 
grants by the National Science Foundation are expected to reach 
$80 million, an increase of $20 million above 1959 and more than 
double the 1958 amount. Basic research in other departments and 
agencies will continue to increase over past years. For all agencies 
combined, it is estimated that Federal expenditures for basic research 
will be about $500 million in the fiscal year 1960. 

In the field of education, primarily in science and mathematics, this 
budget provides for increased expenditures by the National Science 
Foundation and the Department of Health, Education, and Welfare 
for programs initiated or enlarged in fiscal 1959. 

480000—59 v 
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The National Science Foundation programs are carried out through 
fellowships to individuals and grants to institutions of higher learn-
ing. They are chiefly directed toward providing encouragement and 
opportunity for capable students to undertake careers in science, im-
proving courses of instruction in sciences, and providing advanced 
training for scientists and science teachers. For example, in 1960, 
28,000 teachers—including one out of every six science and mathe-
matics teachers in our high schools—will have the opportunity to at-
tend institutes devoted to the improvement of teaching in these fields. 
Expenditures for the science education programs of the Foundation 
in the fiscal year 1960 are estimated at $60 million, an increase of $9 
million above the 1959 level, and four times the expenditures in 1958. 

The Department of Health, Education, and Welfare, under the 
National Defense Education Act of 1958, is initiating a program of 
repayable contributions to loan funds for college students and of 
grants-in-aid to States. The grants, which will run for 4 years, will 
help pay for the testing and counseling of high school students, the 
equipping of laboratories in the secondary schools, and related 
activities. The budget includes a supplemental appropriation for 
1959 of $75 million to augment the $40 million already available in 
fiscal 1959 for the defense education program and provides $150 million 
in new obligational authority for fiscal 1960 pending further experience 
with the program. 

Schools in federally affected areas.—Although education is primarily 
a responsibility of State and local governments, the Federal Govern-
ment has an obligation to assist communities where large numbers of 
children of persons engaged in Federal activities impose an extraor-
dinary burden on local school districts. 

Programs to provide financial assistance to districts thus affected 
have been extended and liberalized several times since they were 
first started in 1950, despite the fact that they should be modified to 
assure greater and more equitable local responsibility. The Federal 
Government's responsibility is clear for those children whose parents 
both work and live on Federal property, and do not, therefore, 
pay local property taxes. On the other hand, it is only proper for the 
communities to bear the cost of educating children of those Federal 
personnel who, like all other residents, pay local taxes directly or 
indirectly for the support of public schools. In accordance with these 
principles, legislation will be recommended to place these aid programs 
on a more sound and equitable basis. 

This budget includes appropriations of $181 million for these 
programs for the fiscal year 1960, the same amount as the appropria-
tions provided by the Congress for fiscal 1959. 
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Government statistical and economic services.—The rapid growth of 
our economy and the effective operation of markets for goods and 
services requires prompt and accurate national statistical information, 
as well as improved organization in the Government for its analysis. 

This budget recommends a major increase in funds for obtaining 
fundamental economic and demographic data through the 18th decen-
nial census. It also provides for improvements in the compilation of 
regular price, construction, manpower, and related data to help pro-
duce more sensitive and useful information on which many private 
and Government policies are based. Additional price data will be 
collected for the Consumer Price Index by the Department of Labor, 
and a start will be made toward a revision of the index, which is to be 
completed in 5 years. Preparation of statistics on construction activi-
ties will be consolidated in the Department of Commerce, The 
responsibility for planning and publication of current comprehensive 
employment and unemployment statistics will be centralized in the 
Department of Labor, where the work on labor requirements will be 
strengthened. 

Labor and manpower.—The growth of our economy depends in large 
measure upon the full use of our manpower resources and the effective 
operation of the free labor market. The Federal-State employment 
security system, with an estimated 54,000 State employees in 1,800 
local offices, makes an important contribution to the functioning of 
that market. This budget provides $329 million of appropriations for 
grants to States for administration of employment service and un-
employment insurance offices. 

These grants are presently financed from an earmarked Federal tax 
which flows through the general budget even though it is not available 
for general Government purposes. Legislation is proposed to place 
an amount equal to the proceeds from this tax directly in a trust fund 
from which the necessary grants can be appropriated, and any balance 
used as a reserve for employment security and unemployment pur-
poses. The administration of this program would then be financed 
in the same way as other social insurance programs. 

Our unemployment compensation system has again demonstrated 
its importance in providing income for the unemployed and thereby 
supporting the economy while alleviating hardship. Temporary 
assistance of the kind provided by the Temporary Unemployment 
Compensation Act of 1958 is in no sense a substitute for widening the 
coverage of unemployment compensation and extending the duration 
of benefits and increasing benefit amounts under the Federal-State 
system. I have many times urged such action. I urge it again now 
with added conviction as a result of last year's experience. 
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I am again urging prompt enactment of effective statutory pro-
tection for workers and the public from the racketeering, corruption, 
and abuse of democratic processes which have been disclosed in the 
affairs of certain labor unions. Additional statutory protection in 
the field of labor-management relations will likewise be proposed to 
promote equity and stability in the relations among workers, unions, 
and employers. I shall make specific proposals in a special message 
on labor affairs. 

Legislation is also recommended to provide equal pay for equal 
work, to revise the laws relating to hours of work on Federal con-
struction projects, and to extend the coverage of the Fair Labor 
Standards Act so that several million more workers can receive its 
protection. 

Last year Congress enacted legislation requiring regular reports and 
public disclosure of the provisions and finances of welfare and pension 
plans. Every effort is being made in administering the law to protect 
potential beneficiaries, and amendments to strengthen the basic au-
thority will also be sought. In addition, the Administration recom-
mended and the Congress authorized enforcement of safety codes for 
longshoremen and harbor workers to overcome certain hazardous con-
ditions in the maritime industry. Supplemental appropriations for 
administering these new laws are recommended for 1959. 

Public health.—Expenditures by the Department of Health, Educa-
tion, and Welfare for health programs, including those for research 
and construction of health facilities in fiscal 1960 are estimated at 
$675 million—more than double the amount 5 years earlier. 

Large and rapid increases in outlays for medical research and training 
by the National Institutes of Health have occurred simultaneously 
with expansion in related research by other agencies. In 1960, ex-
penditures for such purposes are estimated to increase to $254 million, 
which is more than three times the amount 5 years ago. The impact 
of this expanded effort on medical schools and research institutions, as 
well as its implications for broader policy in education and health 
programs, requires careful appraisal. The Secretary of Health, 
Education, and Welfare is completing a review of our long-term 
objectives in the field of medical research and training. The results of 
this study in terms of program and costs, including indirect costs, will 
be made available to the Congress. 

Another large component of the health programs consists of con-
struction of hospitals and waste treatment works through grants, and 
of health research facilities through grants and direct financing. 
Expenditures in the fiscal year 1960 for these programs are estimated 
at $186 million, which is $8 million more than in the previous peak 
year 1959. Proposed new obligational authority has been reduced in 
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a manner consistent with the policy outlined earlier in this message 
relative to public works. For hospital construction, the Congress 
provided a sharply increased 1959 appropriation for antirecession 
purposes, a sizable portion of which will be available for obligation 

The future of our health programs depends on an adequate supply of 
qualified personnel. Legislation is recommended to extend the pro-
grams, which expire on June 30, 1959, for training of professional 
nurses and for graduate training of public health personnel. 

Social security and public assistance.—The Federal Government's 
responsibility for income maintenance should be mainly discharged 
through contributory, self-supporting social insurance. Today we 
have social insurance programs which help protect nearly all our 
people from loss of income due to old age, permanent disability, or 
death of the wage earner. The Federal old-age, survivors, and dis-
ability insurance system provides basic protection for nearly all 
workers; military personnel and railroad workers are covered in addi-
tion by special Federal systems; and Federal civilian employees are 
protected by special laws. The growth of the social security program 
since World War II is indicated below : 

Despite this tremendous growth, and despite the primary responsi-
bility of State and local governments for the economic security needs 
not met by soci&l insurance, Federal expenditures for public assistance 
grants to States will continue to rise in 1960—chiefly because of the 
1958 amendments to the Social Security Act. Legislation raising the 
Federal matching share or extending Federal participation to new 
groups has been enacted five times in the last six Congresses. The 
following table shows the growth in this program in the period since 

in 1960. 

OLD-AGE, SURVIVORS, A N D DISABILITY INSURANCE 

[Fiscal years] 
1946 1960 

actual estimate 
Percent of workers covered 60% 90% 
Total annual benefits paid out (in millions) $321 $10, 510 
Average monthly number of beneficiaries (in millions) _ 1. 3 13. 7 

1946: 
PUBLIC ASSISTANCE GRANTS 

[Fiscal years] 

Federal expenditures (in millions) 
Federal share in total expenditures 
Average monthly number of recipients (in millions). 

1946 1960 
actual estimate 

$446 $2,018 
44% 57% 

2. 8 5. 7 
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Under the authority of recent legislation, an advisory council is 
being appointed by the Secretary of Health, Education, and Welfare 
to study the whole structure and financing of our public assistance 
programs. I have asked the Secretary to present to this council, at 
the earliest possible time, the issue of what constitutes an appropriate 
Federal share in these programs. I have also requested him to 
develop recommendations, after consulting the council, which can be 
presented to the Congress to increase State and local participation in 
the cost of the public assistance programs beginning in 1961. In this 
connection, I believe we must keep in mind the fact that the Federal 
share of such expenditures has increased to more than 57% on an 
overall basis and runs as high as 80% in many cases. I believe that 
this trend is inconsistent with our American system of government. 
If it continues, the control of these programs will shift from our State 
and local governments to the Federal Government. We must keep 
the financing and control of these programs as close as we possibly 
can to the people who pay the necessary taxes and see them in daily 
operation. 

A basic problem in the public assistance programs is achieving the 
goal of helping people to help themselves return to self-support. 
Solution of this problem requires studies into the causes of dependency 
and its prevention. It also requires better training of local case 
workers. This budget provides for cooperative work with the States 
in these two areas. 

Other welfare services—The rehabilitation of disabled people is re-
warding in human as well as economic terms. This budget provides 
additional funds in 1960 for the Federal-State vocational rehabilita-
tion program. It is estimated that services will be provided to 
314,000 persons during 1960 and that the number rehabilitated will 
increase to 90,000. 

Additional funds are included for the White House Conference on 
Children and Youth which I have called for 1960 so that the States, 
localities, private organizations, and Federal agencies can pool their 
knowledge of the best ways to meet the needs of our youth. Funds 
are also included in this budget for the 1961 White House Conference 
on Aging, which will provide an opportunity for all levels of Govern-
ment and our many private organizations to find means through 
which they can contribute to a better life for our 15 million elderly 
citizens. 

Railroad retirement insurance.—The railroad retirement system is a 
combination social insurance and industrial retirement program oper-
ated by the Government but self-financed from employment taxes on 
railroad workers and carriers. Several legislative steps should be 
taken to improve this system: 

First, it should be placed on a sound actuarial basis. Although it 
is generally accepted that railroad retirement should be fully self-
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financed, studies made in recent years show that the system is incur-
ring a substantial actuarial deficit. Therefore, taxes on railroad 
employment should be increased at the earliest possible time, without 
changing the status of such contributions for Federal income tax 
purposes. 

Second, the wages covered for railroad retirement should be raised 
from $4,200 to $4,800 annually in line with the 1958 amendments for 
Federal old-age, survivors, and disability insurance. These two 
systems have been increasingly coordinated, particularly through the 
1946 and 1951 amendments, but were not equally strengthened last 
year. 

Finally, revisions should be made in the law governing Federal 
payments to the railroad retirement account for time spent by railroad 
workers in military service. According to the Comptroller General, 
the Government has already paid to the railroad retirement account 
an estimated $350 million more than will ever be required for the 
added cost of benefits resulting from military service previously 
rendered by railroad workers. Furthermore, the law requires Gov-
ernment contributions of several hundred million dollars on a 10-year 
installment basis to the old-age, survivors, and disability insurance 
trust funds for past military service, including the service of railroad 
workers for whom contributions have already been paid to the rail-
road retirement fund. 

Legislation should be enacted to make the actual added cost of 
military service credits the basis of payment to the railroad account. 
This is the method already incorporated in law for military service 
by railroad workers before 1937 and is also the method specified for 
noncontributory service credits for old-age, survivors, and disability 
insurance purposes. Payment on this basis will save taxpayers an 
estimated $95 million in future appropriations for military service 
between 1948 and 1954. The past Government overpayments to the 
railroad system should be transferred to the old-age, survivors, and 
disability insurance trust funds as the annual installments of Govern-
ment contributions to those funds become due. By providing the 
first such installment for 1960, this legislation will make unnecessary 
an $80 million appropriation from the general fund for that year. 

VETERANS' SERVICES AND BENEFITS 

The upward trend of expenditures in veterans' programs is expected 
to halt temporarily in the fiscal year 1960, mainly because declining 
workloads result in a decrease of $163 million for readjustment pro-
grams which have helped so many veterans of World War II and the 
Korean conflict to become reestablished in civilian life. Expenditures 
for disability and death compensation, which have increased in the 
last several years because higher rates were enacted, are expected to 
decrease somewhat in 1960 as the number of beneficiaries declines. 
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However, expenditures for other permanent programs are continuing 
to increase, primarily because more veterans with disabilities not re-
sulting from their military service are receiving hospital and medical 
care or pensions. The estimated total expenditures for veterans in 
1960 of $5.1 billion are $110 million less than in 1959, and $62 million 
more than in 1958. 

VETERANS' SERVICES AND BENEFITS 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

new 
Program or agency obliga-

1958 1959 1960 tional 
actual esti- esti- author-

mate mate ity for 
1960 

Readjustment benefits: 
Education and training $699 $619 $490 $481 
Loan guaranty and other benefits 92 105 107 107 
Unemployment compensation (Depart-

ment of Labor) 75 44 8 8 
Compensation and pensions: 

Serviefe-connected compensation. _ __ 2, 024 2, 065 2, 043 2, 043 
Non-service-connected pensions 1, 036 1, 135 1, 203 1, 203 
Burial expenses and other 44 57 61 61 

Hospital and medical'care, except construction^ 823 885 891 896 
Hospital construction 33 45 55 20 
Insurance and servicemen's indemnities. 43 44 49 54 
Other services and administration (Vet-

erans Administration and others): 
Present program 156 199 176 177 
Proposed legislation 5 5 

Total 5, 026 5, 198 5, 088 5, 054 

1 Compares with new obligational authority of $5,071 million enacted for 1958 
and $5,125 million (including $122 million for anticipated supplemental author-
izations) estimated for 1959. 

Most of the expenditures for veterans' benefits and services cannot 
be controlled by ordinary appropriation processes because the eligi-
bility conditions and benefit rates are set by basic legislation, and 
payments must be made if eligible veterans apply. 

This Nation has always shown deep gratitude and provided special 
benefits and privileges for its war veterans and their dependents, 
particularly for those veterans killed or disabled as a result of their 
service and for their widows and children. I am convinced that we 
will always continue compensation programs which reflect this policy. 

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

1960



MESSAGE OF THE PRESIDENT M65 

However, I believe that certain, of our national policies and legislation 
governing other veterans programs should be modified. This is par-
ticularly true of the benefits provided to veterans and their families 
for disability or deaths not resulting from or related to military service. 
With veterans and their families constituting nearly half of our popu-
lation, the cost of these veterans' benefits is high, and will continue to 
increase as our veterans advance in age. 

Pensions.—We must continue veterans' pensions and increase 
pension rates for those who are without other resources, particularly 
if they have families. However, eligibility should be determined 
according to effective tests of need, both as to income and as to net 
worth, so that payments will no longer be made where the veteran or 
his family has adequate resources for basic necessities from other 
sources. Properly applied, I believe this approach can better serve 
those who are now in need and at the same time minimize the burden 
placed on taxpayers by present laws. I have, accordingly, asked the 
Administrator of Veterans Affairs to present to the Congress legis-
lation both to provide more equitable treatment of needy veterans 
and to modernize the veterans' pension program in the light of social 
developments and changes. 

Compensation.—Other veterans programs also merit close continuing 
attention. The Veterans Administrator will expedite and broaden 
the work underway in the Veterans Administration on revising 
standards for rating of disabilities. For some of the seriously disabled 
veterans, whose activities are greatly restricted, increases in com-
pensation rates are warranted. Likewise, improved rehabilitation 
services should be provided for those few peacetime ex-servicemen 
with substantial service-connected disabilities. 

Hospital and medical care.—This budget includes $891 million of 
expenditures for hospital and medical care for veterans in 1960. The 
increase of $6 million from 1959 is provided to improve the staffing 
and quality of service in the hospitals. Provision is made for hospital 
and domiciliary care for an average of 140,800 beneficiaries per day. 

More than 2 million outpatient treatments or examinations for 
service-connected disabilities will be provided in 1960. 

An appropriation of $20 million is recommended for modernization 
of hospital and domiciliary facilities; with balances from prior years, 
this appropriation will permit expenditures of $55 million for con-
struction and modernization. 

Administration.—Administrative expenditures associated with vet-
erans programs wdll be lower in 1960 than in the current year because 
of declining workloads and increasing efficiency. Funds are provided 
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for improving the top management and evaluation activities of the 
Veterans Administration. The application of modern high-speed 
automatic equipment to the large volume recordkeeping and clerical 
operations will be extended. This will produce significant adminis-
trative savings in future years. 

I N T E R E S T 

Interest payments are estimated to rise $495 million to $8.1 billion 
in the fiscal year 1960. These payments, almost entirely for interest 
on the public debt, represent more than 10% of budget expenditures. 

INTEREST 

[Fiscal years. In millions] 

Item 

Budget expenditures Recom-
mended 

new 
obliga-
tional 

author-
ity for 
1960 

Item 
1958 

actual 
1959 
esti-
mate 

1960 
esti-
mate 

Recom-
mended 

new 
obliga-
tional 

author-
ity for 
1960 

Interest on public debt-
Interest on refunds of receipts _ 
Interest on uninvested funds 

Total 

$7, 607 
74 
8 

$7, 500 
92 
9 

$8, 000 
87 
9 

$8, 000 
87 
9 

Interest on public debt-
Interest on refunds of receipts _ 
Interest on uninvested funds 

Total 7, 689 7, 601 8, 096 8, 096 7, 689 7, 601 8, 096 8, 096 

Since the spring of 1958, market rates of interest have increased, 
reflecting the strong recovery of the economy. The rise in market 
rates requires the Treasury to pay higher interest on securities issued 
to refinance the heavy volume of maturing Government obligations, 
a large part of which were issued when interest rates were lower. 

In addition to higher interest rates, the amount of interest payments 
depends on the size and composition of the public debt. It is antici-
pated that the public debt will reach $285 billion by the end of the 
fiscal year 1959. On the basis of the balanced budget I am pre-
senting, the debt will be no higher at the end of 1960, although there 
will be a substantial temporary increase during the year. 
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G E N E R A L G O V E R N M E N T 

Expenditures for general government activities are estimated at 
$1.7 billion in 1960, an increase of $62 million from 1959, primarily 
because of the volume of construction of Government office buildings 
started in earlier years, including the new office building for the 
House of Representatives. 

GENERAL GOVERNMENT 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

new 
Program or agency obliga-

1958 1959 1960 tional 
actual esti- esti- author-

mate mate ity for 
1960 

Legislative functions $88 $104 $136 $92 
Judicial functions 44 49 51 51 
Executive direction 10 13 13 13 
Federal financial management 502 566 563 566 
General property and records manage-

ment- - 239 343 373 258 
Central personnel management and em-

ployment costs 140 215 211 215 
Civilian weather services 39 49 51 52 
Protective services and alien control 199 217 219 221 
Territories and possessions and the Dis-

trict of Columbia 73 94 98 128 
Other general government: 

Present programs _ __ - 20 25 9 9 
Proposed legislation for Alaska 10 10 10 10 

Total 1, 356 1, 673 1, 735 1 1, 617 

1 Compares with new obligational authority of $1,417 million enacted for 1958 
and $1,799 million (including $157 million for anticipated supplemental authori-
zations) estimated for 1959. 
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General property and records management.—Initiation of new con-
struction is being deferred in the fiscal year 1960 and no funds are 
recommended for starting new general office buildings. In 1959, 
a total of $208 million new obligational authority was enacted for this 
purpose. Hence, expenditures in 1960 for Government office 
buildings started in prior years will increase sharply. 

Central personnel management.—The public interest requires a com-
prehensive analysis and modernization of Federal pay policies and 
systems. The salary and benefit systems for Federal civilian em-
ployees should combine the best practices of progressive private em-
ployers with the special needs of the Government. Government 
policy should promote efficiency, maintain a clear relationship at all 
levels between pay and work performed, and assure compensation 
reasonably comparable with that in private employment. Although 
some progress has been made in recent years, the present system falls 
far short of meeting these objectives. Accordingly, I again urge the 
Congress to establish a Joint Commission on Civilian Employee 
Compensation in the Federal Government. 

Statehood for Hawaii and home rule for District of Columbia.—I again 
recommend that the Congress enact legislation to admit Hawaii into 
the Union as a State, and to grant home rule to the District of Co-
lumbia. It would be unconscionable if either of these actions were 
delayed any longer. 

Alaska.—I am highly gratified to be the first President in 47 years 
to have had the privilege of welcoming a new State into the Union. 
Alaska takes its place as the equal of the other 48 States with both 
the privileges and the responsibilities that go with statehood. Rec-
ommendations will be transmitted to the Congress concerning certain 
changes needed in Federal law as a result of Alaska's admission to the 
Union in order to apply to Alaska the same general laws, rules, and 
policies as are applicable to other States. 

The size of the new State, its geographic location, present Federal 
ownership of 99% of the land area, and Federal administration of 
services provided elsewhere by private enterprise and State and local 
governments create problems not previously encountered when new 
States were admitted into tbe Union. Furthermore, some time will 
elapse before Alaska can benefit fully from the revenues to be derived 
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from public lands and other resources to be made available to the 
State by the Statehood Act. The Federal Government is cooperat-
ing with Alaska in developing constructive solutions to these transi-
tional problems. 

In the long-run interest of both the State and the Nation, the 
Federal Government should not continue special programs in Alaska 
which, in other States, are the responsibility of State and local gov-
ernments or of private enterprise. The Federal Government should 
provide such financial assistance as is necessary to facilitate transfer 
to the State of such programs as highway construction and mainte-
nance, airport operations, and public health services. Therefore, 
legislation will be proposed to authorize the payment of transitional 
grants to the State of Alaska in an amount not to exceed $10.5 mil-
lion for the fiscal year 1960 and in declining amounts for the subse-
quent four years. Under the proposed legislation Alaska could 
choose between receiving the entire transitional grant or requesting 
that a portion be used for financing continued Federal operations 
during an interim period. 

Expenditures for the transitional grants to Alaska will be largely 
offset by the elimination of existing special Federal programs in 
Alaska. Alaska will, of course, be eligible to participate in regular 
Federal grant-in-aid programs on a comparable basis with the other 
States. 

Other recommendations for legislation.—The last Congress enacted 
legislation to cover some of my most urgent proposals for amending 
the immigration laws. Legislation on the remaining proposals should 
be promptly enacted, and the expiring authority to issue visas to 
certain orphans and to aliens afflicted with tuberculosis should be 
extended. 

I also recommend that the Congress direct special attention to the 
creation of additional Federal judgeships as proposed by the Judicial 
Conference, and the strengthening of Federal laws against organized 
crime. 

To permit further timely improvements in the structure of the 
executive branch of the Government, I recommend that the Congress 
extend the Reorganization Act of 1949, as amended, which is effective 
only until June 1, 1959. 

I again recommend that the President be authorized to make 
awards for distinguished civilian achievement. 
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CONCLUSION 

This budget charts the course our Government should take as we 
embark on the decade of the 1960's. Since the end of World War II, 
the pace of achievement and universal change has quickened with 
each successive year, sharpening the need for adjustments in the rela-
tions of peoples and nations to each other. In the decade facing us, 
the challenges to representative government will be no less than in the 
past; indeed, the tasks which are certain to be laid upon the executive, 
legislative, and judicial branches will require from each increasing 
vision, understanding, and wisdom. 

This budget is designed to serve the needs of the Nation as a whole 
as effectively as possible. It rejects the philosophy that the national 
welfare is best served by satisfying every demand for Federal 
expenditures. 

Our objective, as a free Nation, must be to prepare for the momen-
tous decade ahead by entering the fiscal year 1960 with a world at 
peace, and with a strong and free economy as the prerequisite for 
healthy growth in the years to follow. This can be achieved through 
Government actions which help foster private economic recovery and 
development, and which restrain the forces that would drive prices 
higher, and thereby cheapen our money and erode our personal savings. 
The first step is to avoid a budget deficit by having the Government 
live within its means, especially during prosperous, peacetime periods. 

The 1960 budget reflects our determination to do this. 
D W I G H T D . EISENHOWER. 

JANUARY 19, 1 9 5 9 . 
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BUDGET MESSAGE OF THE PRESIDENT 
To the Congress of the United States: 

With this message, transmitting the Budget of the United States for 
the fiscal year 1961, I invite the Congress to join with me in a deter-
mined effort to achieve a substantial surplus. This will make possible 
a reduction in the national debt. The proposals in this budget demon-
strate that this objective can be attained while at the same time 
maintaining required military strength and enhancing the national 
welfare. 

This budget attests to the strength of America's economy. At the 
same time, the budget is a test of our resolve, as a nation, to allocate 
our resources prudently, to maintain the Nation's security, and to 
extend economic growth into the future without inflation. 

In highlight, this budget proposes: 
1. Kevenues of $84 billion and expenditures of $79.8 billion, leaving 

a surplus of $4.2 billion. This surplus should be applied to debt reduc-
tion, which I believe to be a prime element in sound fiscal policy for 
the Nation at this time. 

2. New appropriations for the military functions of the Department 
of Defense amounting to $40.6 billion, and expenditures of $41 billion. 
These expenditures, which 
will be slightly higher than 
the 1960 level, will provide 
the strong and versatile 
defense which we require 
under prevailing world 
conditions. 

3. Increased appropria-
tions (including substan-
tial restoration of con-
gressional reductions in 
the 1960 budget), and a 
virtual doubling of ex-
penditures, for nonmili-
tary space projects under 
the National Aeronautics 
andSpace Administration. 
Thi s furthers our plans to 
kee p moving ahead vigor-
ously and systematically 
with our intensive pro-
gram of scientific explora-

BUDGET TOTALS 

[Fiscal years. 

Budget receipts 
Budget expenditures 

In billions] 

1959 
actual 
$68.3 
80.7 

I960 
estimate 
$78.6 
78.4 

1961 
estimate 
$84.0 
79.8 

B u d g e t deficit 12.4 
Budget surplus (applied 

to debt retirement) .2 4.2 

New obligational authority. . 81.4 79.7 79.4 

Public debt at end of year... 284.7 284.5 280.0 
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tion and with the development of the large boosters essential to the 
conquest of outer space. 

4. Nearly $4.2 billion in new appropriations for mutual security 
programs, an increase of about $950 million above appropriations for 
the current year, with an increase of $100 million in expenditures. 
This increase in program is needed to accelerate economic and tech-
nical assistance, chiefly through the Development Loan Fund, and 
to strengthen free world forces, in particular the forces of the North 
Atlantic Treaty Organization, with advanced weapons and equipment. 

5. A record total of expenditures, $1.2 billion, for water resources 
projects under the Corps of Engineers and the Bureau of Reclamation. 
In addition to funds for going work, this amount provides for the 
initiation of 42 new high-priority projects, which will require $38 
million in new appropriations for 1961, and will cost a total of $496 
million over a period of years. 

6. Substantially higher expenditures in a number of categories 
which under present laws are relatively uncontrollable, particularly 
$9.6 billion for interest; $3.9 billion to help support farm prices and 
income; $3.8 billion for veterans compensation and pensions; and $2.4 
billion in aid to State and local governments for public assistance and 
employment security activities. The aggregate increase in these rela-
tively uncontrollable expenditures is more than $1 billion over 1960. 
£ 7. Research and development expenditures of $8.4 billion—well 
over one-half of the entire Nation's expenditures, public and private, 
for these purposes—in order to assure a continuing strong and modern 
defense and to stimulate basic research and technological progress. 

8. Recommendations for prompt legislative action to increase taxes 
on highway and aviation fuels, and to raise postal rates. These 
measures are needed to place on the users a proper share of the rising 
costs of the Federal airways and postal service, and to support the 
highway program at an increased level. 

9. Recommendations to extend for another year present corpora-
tion income and excise tax rates. 

10. A constructive legislative program to achieve improvements in 
existing laws relating to governmental activities and to initiate needed 
actions to improve and safeguard the interests of our people. 

In short, this budget and the proposals it makes for legislative 
action provide for significant advances in many aspects of national 
security and welfare. The budget presents a balanced program which 
recognizes the priorities appropriate within an aggregate of Federal 
expenditures that we can soundly support. 

I believe that the American people have made their wishes clear: 
The Federal Government should conduct its financial affairs with a 
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high sense of responsibility, vigorously meeting the Nation's needs 
and opportunities within its proper sphere while at the same time 
exercising a prudent discipline in matters of borrowing and spending, 
and in incurring liabilities for the future. 

BUDGET TOTALS 

During the present fiscal year we have made encouraging progress in 
achieving sound fiscal policy objectives. The deficit of $12.4 billion 
in fiscal 1959, which was largely caused by the recession, is expected 
to be followed by a surplus of $217 million in the current year. To 
safeguard this small surplus, I am directing all Government depart-
ments and agencies to exercise strict controls over the expenditure 
of Federal funds. Even so, the slender margin of surplus can be 
attained only if economic growth is not interrupted. 

For the fiscal year 1961, I am proposing a budget surplus of $4.2 
billion to be applied to debt retirement. In my judgment this is the 
only sound course. Unless some amounts are applied to the reduction 
of debt in prosperous periods, we can expect an ever larger public 
debt if future emergencies or recessions again produce deficits. 

In times of prosperity, such as we anticipate in the coming year, 
sound fiscal and economic policy requires a budget surplus to help 
counteract inflationary pressures, to ease conditions in capital and 
credit markets, and to increase the supply of savings available for 
the productive investment so essential to continued economic growth. 

PURPOSES OF BUDGET EXPENDITURES 
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The budget recommendations for 1961 lay the groundwork for a 
sound and flexible fiscal policy in the years ahead. A continuance of 
economic prosperity in 1962 and later years can be expected to bring 
with it further increases in Federal revenues. If expenditures are held 
to the levels I am proposing for 1961 and reasonable restraint is 
exercised in the future, higher revenues in later years will give the next 
administration and the next Congress the choice they should rightly 
have in deciding between reductions in the public debt and lightening 
of the tax burden, or both. Soundly conceived tax revision can then 
be approached on a comprehensive and orderly basis, rather than by 
haphazard piecemeal changes, and can be accomplished within a 
setting of economic and fiscal stability. 

Budget expenditures in 1961 are estimated at $79.8 billion, which is 
$1.4 billion more than the 1960 level. The total increase is attribut-
able to (1) an increase of more than $1 billion in relatively uncon-
trollable expenditures for farm price supports fixed by law, interest 
on the public debt, veterans compensation and pensions, and public 
assistance grants, and (2) an increase of about $500 million in expendi-
tures because of commitments made in prior years for Federal housing 
programs, for civil public works projects and other construction, for 
loans under the mutual security program, and for other programs. 

New activities and expansion of certain other programs have been 
included on a selective basis of need. These increases are offset 
by reductions in other existing programs, including the proposed 
elimination of the postal deficit. 

New obligational authority recommended for the fiscal year 1961 
totals $79.4 billion. This is $306 million less than the amounts 
already enacted and recommended for 1960, and $401 million less 
than estimated expenditures in 1961. 

Budget receipts under existing and proposed legislation are expected 
to rise substantially to $84 billion in 1961. This compares with the 
revised estimate of $78.6 billion for 1960 and actual receipts of $68.3 
billion in 1959. 

MANAGEMENT OF THE PUBLIC DEBT 

Achievement of the proposed budget surplus will provide an op-
portunity to offset part of the deficits incurred in the fiscal years 1958 
and 1959 largely because of the recession. The corresponding reduction 
of the public debt will reduce Government competition with private 
industry, individuals, and State and local governments for investment 
funds and will help ease the pressure on interest rates. Along with the 
recommended removal of the interest rate ceiling on long-term Federal 
debt, this will help hold down budget expenditures for interest, which 
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now amount to almost 
one-eighth of the whole 
budget. 

Statutory debt lim-
it.—It is estimated that 
the public debt, which 
stood at $284.7 billion on 
June 30, 1959, will be 
$284.5 billion on June 30, 
1960, and will decline to $280 billion at the end of fiscal 1961. Thus, 
the budget surplus estimated for fiscal 1961 will permit the Govern-
ment to end the year with desirable operating leeway within the 
permanent debt limit of $285 billion. However, the fluctuating 
seasonal pattern in receipts will again require a temporary increase in 
the debt limit during the fiscal year 1961, since the present temporary 
limit of $295 billion expires on June 30, 1960. It is expected that the 
request for a new temporary limit will be for less than the present 
$295 billion if the Congress accepts my budgetary proposals. 

Interest ceiling.—Effective management of a debt of this size 
requires a reasonable distribution among securities maturing at dif-
ferent times. Three-fourths of all marketable Treasury securities 
outstanding today come due in less than five years, of which $80 billion 
will mature in less than a year. As long as the rate that would have 
to be paid on newly issued bonds exceeds the present statutory ceil-
ing of 4%%, it is impossible to issue and sell any marketable securities 
of over five years' maturity. 

Exclusive reliance on borrowing in a limited sector of the market is 
an expensive and inefficient way to manage the debt. Inflationary 
pressures increase as the volume of short-term and hence highly liquid 
securities mounts, especially if these securities are acquired by 
commercial banks. Further, effective monetary policy becomes 
more difficult when the Treasury has to refinance often. To make 
possible prudent and flexible management of the public debt, to 
permit sale of a modest amount of intermediate and longer term 
bonds when market conditions warrant such action, and to keep the 
average maturity of the debt from constantly shortening, it is im-
perative that the Congress immediately act to remove the 42-year-old 
4%% limitation on interest rates on Government securities maturing 
after five years. 

BUDGET RECEIPTS 

Estimated budget receipts of $84 billion in the fiscal year 1961 
assume a high and rising level of economic activity in calendar year 

Management of the Public Debt: 

LEGISLATIVE PROPOSALS 

1. Remove interest ceiling on Treasury bonds. 
2. Provide temporary increase in debt limit. 
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1960. Specifically, this 
revenue estimate is con-
sistent with an increase 
in the gross national prod-
uct from about $480 bil-
lion for calendar 1959 to 
about $510 billion for cal-
endar 1960. Personal in-
comes and corporate prof-
its are expected to rise 
considerably beyond last 
year's levels, which were 
depressed somewhat by 
the long duration of the 
steel strike. The accom-
panying table shows the 
sources of Government re-
ceipts for the fiscal years 
1959, 1960, and 1961. 

BUDGET RECEIPTS 
(See special analysis B in part IV of this document) 

[Fiscal years. In billions] 

Source 1959 1960 1961 
actual estimate estimate 

Individual income taxes $36. 7 $40. 3 $43. 7 
Corporation income taxes 17.3 22.2 23. 5 
Excise taxes 8. 5 9. 1 9.5 
All other receipts 5. 8 7.0 7.3 

Total 68. 3 78. 6 84. 0 

The estimates for 1961 assume (1) extension of present tax rates and 
(2) the adoption of modifications recommended last year for certain 
tax laws. These are summarized in the following paragraphs. 

Extension of present tax rates.—In order to maintain Federal 
revenues, it is necessary that the present tax rates on corporation 
profits and certain excises be extended for another year beyond their 
scheduled expiration date of June 30,1960. The scheduled reductions 
in the excise tax rates on transportation of persons and the scheduled 
repeal of the tax on local telephone service, which were enacted in 
the last session of the Congress, should be similarly^postponed. 

Budget Receipts: 

LEGISLATIVE PROPOSALS 
1. Extend corporate and excise tax rates scheduled for 

expiration or reduction June 30, 1960. 
2. Provide equitable taxation of cooperatives. 
3. Prevent excessive depletion allowances on mineral 

products (issue now before Supreme Court). 
4. Revise tax on gains from sales of depreciable personal 

property. 
5. Adopt clarifying technical amendments to income 

tax laws. 
6. Increase aviation fuel taxes and credit them to general 

fund. 
7. Establish adequate fees and charges for special serv-

ices or benefits. 
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Improvement of the tax system.—The recent tax revision hear-
ings of the Ways and Means Committee have provided valuable 
information bearing on changes in the tax laws. The Treasury will 
continue to work in cooperation with the committees of the Congress 
in developing sound and attainable proposals for long-range improve-
ment of the tax laws. 

As the development of a comprehensive tax revision program will 
take time, the Congress should consider this year certain changes in 
the tax laws to correct inequities. These include amendments of the 
laws on taxation of cooperatives, now before the Congress, and a num-
ber of technical changes on which the Treasury Department has been 
working with committees of Congress. There is also before the Con-
gress an amendment to prevent unintended and excessive depletion 
deductions resulting from the computation of percentage depletion 
allowances on the selling price of finished clay, cement products, and 
mineral products generally; unless the problem is satisfactorily re-
solved in a case now pending before the Supreme Court, the need for 
corrective legislation in this area will continue. 

Under existing law, administration of the depreciation provisions is 
being hampered by the attempts of some taxpayers to claim excessive 
depreciation before disposing of their property. If gain from the sale 
of depreciable personal property were treated as ordinary income, the 
advantage gained in claiming excessive depreciation deductions would 
be materially reduced and the taxpayer's judgment as to the useful 
life of his property could more readily be accepted. Accordingly, I 

SOURCES OF BUDGET RECEIPTS 

Corporation 
Income Taxes 

2 8 % 
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recommend that consideration be given to a change in the law which 
would treat such gain as ordinary income to the extent of the deprecia-
tion deduction previously taken on the property. 

Aviation fuel taxes.—To help defray the cost of the Federal air-
ways system, the effective excise tax rate on aviation gasoline should 
be promptly increased from 2 to 4% cents per gallon and an equivalent 
excise tax should be imposed on jet fuels, which now are untaxed. 
The conversion from piston engines to jets is resulting in serious 
revenue losses to the Government. These losses will increase unless 
the tax on jet fuels is promptly enacted. The revenues from all taxes 
on aviation fuels should be credited to general budget receipts, as 
a partial offset to the budgetary costs of the airways system, and 
clearly should not be deposited in the highway trust fund. 

Changes in fees and charges.—The cost of other Federal pro-
grams which provide measurable special benefits to identifiable 
groups or individuals should be recovered through charges paid by 
beneficiaries rather than by taxes on the general public. Whenever 
feasible, fees or charges should be established so that the beneficiaries 
will pay the full cost of the special services they receive. To help 
accomplish this purpose, I have directed that further work be done by 

ESTIMATED SAVINGS TO THE GENERAL TAXPAYERS FROM MORE 
ADEQUATE FEES AND CHARGES 

[In millions] 

Proposal 
Fiscal 
year 
1961 

Increase postal rates $554. 0 
Support highway expenditures by highway-user taxes: 

Replace future diversion of general excise taxes to trust 
fund with increased motor fuel tax or other user charges. _ 

Transfer financing of forest and public land highways to 
trust fund 39. 0 

Charge users for share of cost of Federal airways: 
Increase taxes on aviation fuels 72. 0 
Transfer aviation fuel taxes from highway trust fund to 

general fund 17. 0 
Revise fees for noncompetitive oil and gas leases 
Recover administrative costs of Federal crop insurance 
Increase patent fees___ 3. 7 
Increase miscellaneous fees now below costs 8. 0 

Total savings . 693.7 
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the departments and agencies on a carefully defined inventory of 
Federal services which convey such special benefits. In the mean-
time, the Congress is requested to act favorably on the postal rate 
proposals described in this message and on a number of other specific 
proposals now pending before it or planned to be submitted this year 
for increased fees or charges for special services. 

RECEIPTS FROM AND PAYMENTS TO THE PUBLIC 

The program of responsible fiscal policy represented by a balanced 
budget with a substantial surplus is reinforced by an even greater 
surplus of total cash receipts from the public over cash payments to 
the public. In this more comprehensive measure of Federal financial 
activity, obtained by consolidating budget, trust fund, and certain 
other Federal transactions, receipts from the public are estimated at 
$102.2 billion in 1961 and payments to the public at $96.3 billion, 
resulting in an excess of $5.9 billion of receipts. 

This excess of receipts will be used to repay cash the Government 
has previously borrowed from the public. Repayment of such debt 
owed to the public will be greater than the amount of public debt 
retired, because the Government trust funds are expected to add to 
their holdings of public debt securities to the extent that trust fund 
receipts exceed trust fund expenditures. This will reduce the debt 
held by the public in like amount by shifting ownership to the trust 
funds. 

For the fiscal year 1960, on the other hand, an excess of payments 
to the public of $542 million is estimated, despite the anticipated 
budget surplus of $217 million. This situation reflects the fact that 
total disbursements of trust funds will exceed their receipts in 1960, 
notably in the old-age and survivors insurance, unemployment, and 
highway trust funds. 

FEDERAL GOVERNMENT RECEIPTS FROM AND PAYMENTS TO 
THE PUBLIC 

(See special analysis A in part IV of this document) 
[Fiscal years. In billions] 

1 9 5 9 
actual 

1 9 6 0 
estimate 

Receipts from the public. 
Payments to the public. _ 

$81. 7 
94. 8 

$ 9 4 . 8 
95. 3 

Excess of payments over receipts-
Excess of receipts over payments. 

- 1 3 . 1 5 
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REVIEW OF MAJOR FUNCTIONS 

The following sections of this message discuss the legislative and 
budget recommendations for 1961 in terms of the major purposes 
which they fulfill. The following table compares the estimated ex-
penditures for each of the nine major functional categories with the 
actual figures for 1959 and the latest estimate for 1960. 

The expenditure totals for 1960 and 1961 include expenditures 
under both existing and proposed legislation. The allowance for con-
tingencies is intended to provide for unforeseen increases in existing 
programs, and for proposed new programs not separately itemized. 

BUDGET EXPENDITURES 

[Fiscal years. In millions] 

1961 
1959 1960 

Function actual estimate 
Estimate Percent 

of total 

Major national security _ __ $46, 426 $45, 650 $45, 568 57. 1 
International affairs and finance __ 3, 780 2,066 2, 242 2. 8 
Commerce and housing 3,421 3, 002 2, 709 3. 4 
Agriculture and agricultural resources 6, 529 5, 113 5, 623 7.0 
Natural resources 1, 669 1, 785 1, 938 2. 4 
Labor and welfare 4, 421 4, 441 4, 569 5. 7 
Veterans services and benefits 5, 174 5, 157 5, 471 6. 9 
Interest 7, 671 9, 385 9, 585 12. 0 
General government 1, 606 1,711 1,911 2.4 
Allowance for contingencies _ 75 200 .3 

Total 80, 697 78, 383 79, 816 100. 0 

The figures for 1961 allocate to the separate programs for the first 
time the dollar equivalent of expenditures for U.S. Government pro-
grams of foreign currencies received from the sale abroad of surplus 
U.S. agricultural commodities under Public Law 480. 

MAJOR NATIONAL SECURITY 

Our national objective remains as before—peace with justice for 
all peoples. Our hope is that the heavy burden of armaments on the 
world may be lightened. 

But we should not delude ourselves. In this era of nuclear weapons 
and intercontinental missiles, disarmament must be safeguarded and 
verifiable. The problems involved in achieving reductions of arma-
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ments with safety and 
justice to all nations are 
tremendous. Yet we must 
face up to these problems, 
for the only alternative is 
a world living on the edge 
of disaster. 

While seeking the true 
road to peace and disarma-
ment we must remain 
strong. Our aim at this 
time is a level of military 
strength which, together 
with that of our allies, is 
sufficient to deter wars, 
large or small, while we 
strive to find a way to re-
duce the threat of war. 
This budget, in my judg-
ment, does that. 

Expenditures of the De-
partment of Defense in 
1961 will continue to em-
phasize the modernization 
of our Armed Forces. Military assistance for our allies under the 
mutual security program will also reflect the growing importance of 
modern weapons and missiles in the continued strengthening of the 
free world defense forces. The Atomic Energy Commission is con-
tinuing its weapons programs on a high level and will move forward 
with research and development on the peaceful applications of atomic 
energy. Expenditures for stockpiling and for expansion of defense 
production will decline further, since most of the stockpile objectives 
have been met. 

Department of Defense—Military.—New appropriations of 
$40,577 million are recommended for the military functions of the 
Department of Defense for 1961. Expenditures in 1961 are estimated 
at $40,995 million. These amounts exclude funds for the development 
of the Saturn space project which I have proposed be transferred to 
the National Aeronautics and Space Administration. 

Strategy and tactics of the U.S. military forces are now undergoing 
one of the greatest transitions in history. The change of emphasis 
from conventional-type to missile-type warfare must be made with 
care, mindful that the one type of warfare cannot be safely neglected 
in favor of the other. Our military forces must be capable of con-

Major National Security: 

BUDGET TOTALS 
[In billions] 

1959 1960 1961 
actual estimate estimate 

Expenditures $46.4 $45.6 $45.6 
New obligational authority.. 45.5 44.7 45.3 

LEGISLATIVE PROPOSALS 
(In addition to program extensions) 

1. Discontinue statutory minimum strength for Army 
National Guard. 

2. Equalize military retirement pay. 
3. Facilitate sale of surplus military real property. 
4. Authorize sale of Alaska Communication System. 
5. Eliminate certain restrictions on foreign bidding on 

military supply items. 
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MAJOR NATIONAL SECURITY 
[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-Program or agency 
1959 1960 1961 gational 

actual estimate estimate authority 
for 1961 

Department of Defense—Military: 
Military functions: 

Military personnel: 
Present programs. $11, 801 $11, 959 $12, 124 ^11, 813 
Proposed legislation, retirement 

pay 22 24 22 24 
Operation and maintenance 10, 384 10, 137 10, 321 10, 527 
Procurement 14, 410 13, 943 13, 602 13, 085 
Research, development, test, and 

evaluation 2, 859 3, 680 3,917 3, 910 
Construction- 1, 948 1, 670 1, 359 1, 188 
Revolving funds. - 1 6 9 — 444 - 3 5 0 30 

Subtotal.. 41, 233 40, 945 40, 995 40, 577 
Military assistance 2, 340 1, 800 1,750 2, 000 

Atomic energy 2, 541 2, 675 2,689 2, 666 
Stockpiling and expansion of defense 

production 312 230 134 39 

Total 46, 426 45, 650 45, 568 2 45, 282 

1 Additional obligational authority available by transfer: $350 million. 
2 Compares with new obligational authority of $45,517 million enacted for 

1959 and $44,749 million (including $25 million in anticipated supplemental 
appropriations) estimated for 1960. 

tending successfully with any contingency which may be forced upon 
us, from limited emergencies to all-out nuclear general war. 

Forces and military personnel strength.—This budget will provide in 
the fiscal year 1961 for the continued support of our forces at approxi-
mately the present level—a year-end strength of 2,489,000 men and 
women in the active forces. The forces to be supported include an 
Army of 14 divisions and 870,000 men; a Navy of 817 active ships 
and 619,000 men; a Marine Corps of 3 divisions and 3 air wings with 
175,000 men; and an Air Force of 91 combat wings and 825,000 men. 

If the reserve components are to serve effectively in time of war, 
their basic organization and objectives must conform to the changing 
character and missions of the active forces. Quality and combat 
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readiness must take precedence over mere numbers. Under modern 
conditions, this is especially true of the ready reserve. I have re-
quested the Secretary of Defense to reexamine the roles and missions 
of the reserve components in relation to those of the active forces 
and in the light of the changing requirements of modern warfare. 

Last year the Congress discontinued its previously imposed mini-
mum personnel strength limitations on the Army Reserve. Similar 
restrictions on the strength of the Army National Guard contained in 
the 1960 Department of Defense Appropriation Act should likewise 
be dropped. I strongly recommend to the Congress the avoidance of 
mandatory floors on the size of the reserve components so that we 
may have the flexibility to make adjustments in keeping with military 
necessity. 

I again propose a reduction in the Army National Guard and 
Army Reserve—from their present strengths of 400,000 and 300,000, 
respectively, to 360,000 and 270,000 by the end of the fiscal year 1961. 
These strengths are considered adequate to meet the essential roles and 
missions of the reserves in support of our national security objectives. 

Military personnel costs.—About 30% of the expenditures for the 
Department of Defense in 1961 are for military personnel costs, 
including pay for active, reserve, and retired military personnel. 
These expenditures are estimated to be $12.1 billion, an increase of 
$187 million over 1960, reflecting additional longevity pay of career 
personnel, more dependents, an increased number of men drawing 
proficiency pay, and social security tax increases (effective for the full 
year in 1961 compared with only 6 months in 1960). Retired pay 
costs are increased by $94 million in 1961 over 1960, partly because 
of a substantial increase in the number of retired personnel. These 
increased costs are partially offset by a decrease of $56 million in 
expenditures for the reserve forces, largely because of the planned 
reduction in strength of the Army Reserve components during 1961. 

Traditionally, rates of pay for retired military personnel have been 
proportionate to current rates of pay for active personnel. The 1958 
military pay act departed from this established formula by providing 
for a 6% increase rather than a proportionate increase for everyone 
retired prior to its effective date of June 1, 1958. I endorse pending 
legislation that will restore the traditional relationship between retired 
and active duty pay rates. 

Operation and maintenance.•—-Expenditures for operating and 
maintaining the stations and equipment of the Armed Forces are 
estimated to be $10.3 billion in 1961, which is $184 million more than 
in 1960. The increase stems largely from the growing complexity 

520000—60 II 
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of and higher degree of maintenance required for newer weapons and 
equipment. 

A substantial increase is estimated in the cost of operating additional 
communications systems in the air defense program, as well as in all 
programs where speed and security of communications are essential. 
Also, the program for fleet modernization will be stepped up in 1961 
causing an increase in expenditures. Further increases arise from the 
civilian employee health program enacted by the Congress last year. 

Other factors increasing operating costs include the higher unit cost 
of each flying hour, up 11% in two years, and of each steaming hour, 
up 15%. In total, these increases in operating costs outweigh the 
savings that result from declining programs and from economy meas-
ures, such as reduced numbers of units and installations, smaller 
inventories of major equipment, and improvements in the supply 
and distribution systems of the Armed Forces. 

In the budget message for 1959, and again for 1960,1 recommended 
immediate repeal of section 601 of the Act of September 28, 1951 (65 
Stat. 365). This section prevents the military departments and 
the Office of Civil and Defense Mobilization from carrying out certain 
transactions involving real property unless they come into agreement 
with the Committees on Armed Services of the Senate and the House 
of Representatives. As I have stated previously, the Attorney Gen-
eral has advised me that this section violates fundamental consti-
tutional principles. Accordingly, if it is not repealed by the Con-
gress at its present session, I shall have no alternative thereafter but 
to direct the Secretary of Defense to disregard the section unless a 
court of competent jurisdiction determines otherwise. 

Basic long-line communications in Alaska are now provided through 
Federal facilities operated by the Army, Air Force, and Federal 
Aviation Agency. The growing communications needs of this new 
State can best be met, as they have in other States, through the 
operation and development of such facilities by private enterprise. 
Legislation has already been proposed to authorize the sale of these 
Government-owned systems in Alaska, and its early enactment is 
desirable. 

Procurement, research, and construction.—Approximately 45% of the 
expenditures for the Department of Defense are for procurement, 
research, development, and construction programs. In 1961, these 
expenditures are estimated at $18.9 billion, compared to $19.3 billion 
in 1960. The decreases, which are largely in construction and in 
aircraft procurement, are offset in part by increases for research and 
development and for procurement of other military equipment 
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such as tanks, vehicles, guns, and electronic devices. Expendi-
tures for shipbuilding are estimated at about the same level as in 1960. 

New obligational authority for 1961 recommended in this budget 
for aircraft procurement (excluding amounts for related research and 
construction) totals $4,753 million, which is $1,390 million below that 
enacted for 1960. On the other hand, the new authority of $3,825 
million proposed for missile procurement (excluding research and 
construction) in 1961 is $581 million higher than for 1960. These 
contrasting trends in procurement reflect the anticipated changes 
in the composition and missions of our Armed Forces in the years 
ahead. 

The Department of Defense appropriation acts for the past several 
years have contained a rider which limits competitive bidding by 
firms in other countries on certain military supply items. As I have 
repeatedly stated, this provision is much more restrictive than the 
general law, popularly known as the Buy American Act. I urge once 
again that the Congress not reenact this rider. 

The task of providing a reasonable level of military strength, with-
out endangering other vital aspects of our security, is greatly compli-
cated by the swift pace of scientific progress. The last few years have 
witnessed what have been perhaps the most rapid advances in military 
technology in history. Some weapons systems have become obso-
lescent while still in production, and some while still under devel-
opment. 

Furthermore, unexpectedly rapid progress or a technological break-
through on any one weapon system, in itself, often diminishes the 
relative importance of other competitive systems. This has necessi-
tated a continuous review and reevaluation of the defense program in 
order to redirect resources to the newer and more important weapons 
systems and to eliminate or reduce effort on weapons systems which 
have been overtaken by events. Thus, in the last few years, a number 
of programs which looked very promising at the time their develop-
ment was commenced have since been completely eliminated. For 
example, the importance of the Regulus II, a very promising aero-
dynamic ship-to-surface missile designed to be launched by surfaced 
submarines, was greatly diminished by the successful acceleration of 
the much more advanced Polaris ballistic missile launched by sub-
merged submarines. 

Another example is the recent cancellation of the F-108, a long-
range interceptor with a speed three times as great as the speed of 
sound, which was designed for use against manned bombers in the 
period of the mid-1960's. The substantial progress being made in 
ballistic missile technology is rapidly shifting the main threat from 
manned bombers to missiles. Considering the high cost of the F-108 
system—over $4 billion for the force that had been planned—and the 
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time period in which it would become operational, it was decided to 
stop further work on the project. Meanwhile, other air defense forces 
are being made effective, as described later in this message. 

The size and scope of other important programs have been reduced 
from earlier plans. Notable in this category are the Jupiter and Thor 
intermediate range ballistic missiles, which have been successfully 
developed, produced, and deployed, but the relative importance of 
which has diminished with the increasing availability of the Atlas 
intercontinental ballistic missile. 

The impact of technological factors is also illustrated by the his-
tory of the high-energy fuel program. This project was started at a 
time when there was a critical need for a high-energy fuel to provide 
an extra margin of range for high performance aircraft, particularly 
our heavy bombers. Continuing technical problems involved in the 
use of this fuel, coupled with significant improvements in aircraft 
range through other means, have now raised serious questions about 
the value of the high-energy fuel program. As a result, the scope of 
this project has been sharply curtailed. 

These examples underscore the importance of even more searching 
evaluations of new major development programs and even more pen-
etrating and far-ranging analyses of the potentialities of future tech-
nology. The cost of developing a major weapon system is now so 
enormous that the greatest care must be exercised in selecting new 
systems for development, in determining the most satisfactory rate of 
development, and in deciding the proper time at which either to place 
a system into production or to abandon it. 

Strategic forces.—The deterrent power of our Armed Forces comes 
from both their nuclear retaliatory capability and their capability to 
conduct other essential operations in any form of war. The first 
capability is represented by a combination of manned bombers, 
carrier-based aircraft, and intercontinental and intermediate range 
missiles. The second capability is represented by our deployed 
ground, naval, and air forces in essential forward areas, together with 
ready reserves capable of effecting early emergency reinforcement. 

The Strategic Air Command is the principal element of our long-
range nuclear capability. One of the important and difficult decisions 
which had to be made in this budget concerned the role of the B-70, 
a long-range supersonic bomber. This aircraft, which was planned 
for initial operational use about 1965, would be complementary to 
but likewise competitive with the four strategic ballistic missile sys-
tems, all of which are scheduled to become available earlier. The 
first Atlas ICBM's are now operational, the first two Polaris subma-
rines are expected to be operational this calendar year, and the first 
Titan ICBM's next year. The Minuteman solid-fueled ICBM is 
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planned to be operational about mid-1963. By 1965, several or all 
of these systems will have been fully tested and their reliability 
established. 

Thus, the need for the B-70 as a strategic weapon system is 
doubtful. However, I am recommending that development work 
on the B-70 airframe and engines be continued. It is expected that 
in 1963 two prototype aircraft will be available for flight testing. By 
that time we should be in a much better position to determine the 
value of that aircraft as a weapon system. 

I am recommending additional acquisitions of the improved version 
of the B-52 (the B-52H with the new turbofan engine) and procure-
ment of the B-58 supersonic medium bomber, together with the sup-
porting refueling tankers in each case. These additional modern 
bombers will replace some of the older B-47 medium bombers; one 
B-52 can do the work of several B-47's which it will replace. Funds 
are also included in this budget to continue the equipping of the B-52 
wings with the Hound Dog air-to-surface missile. 

In the coming fiscal year additional quantities of Atlas, Titan, and 
Polaris missiles also will be procured. I am recommending funds for 
3 additional Polaris submarines to be started in the coming fiscal year 
and for the advance procurement of long leadtime components on 3 
more—making a total of 15 Polaris submarines and the appropriate 
number of missiles. Funds to continue the development and to initiate 
production of the first operational quantities of the Minuteman are 
also included in this budget. 

Thus, four strategic ballistic missile systems will be in development 
and production during the coming fiscal year. These, together with 
the manned bomber force, the carrier-based aircraft, the intermediate 
range ballistic missiles, and the tactical aircraft deployed abroad, en-
sure our continued capability to retaliate effectively in the event of 
an attack upon ourselves or our allies. 

In order to ensure, insofar as practicable, the safety and readiness 
of these forces, we have substantially completed the dispersal of 
Strategic Air Command aircraft and the construction of alert facilities. 
These measures will permit a large portion of all our manned bombers 
and supporting tankers to get off the ground within 15 minutes after 
receiving warning of an attack. 

I have also authorized the Department of Defense to begin to acquire 
a standby airborne alert capability for the heavy bombers. This will 
entail the procurement of extra engines and spare parts, and the train-
ing of the heavy bomber wings with the ability to conduct an airborne 
alert. It is neither necessary nor practical to fly a continuous airborne 
alert at this time. Such a procedure would, over a relatively short 
period of time, seriously degrade our overall capability to respond to 
attack. What I am recommending is a capability to fly such an alert 
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if the need should arise and to maintain that alert for a reasonable 
period of time until the situation which necessitated it becomes 
clarified. 

Attention is also being given to the safety and readiness of our 
land-based strategic missile forces. Except for the first several squad-
rons, strategic missiles will be dispersed in hardened underground sites. 
Measures are also being taken to shorten the reaction time of liquid-
fueled missiles. The Minuteman, because it will be solid fueled, will 
have a quick reaction time and will lend itself to mobile use. The 
solid-fueled Polaris to be carried in submarines at sea is by its very 
nature highly invulnerable. 

Air defense forces.—Much progress has been made in increasing the 
effectiveness of the North American Air Defense Command organized 
in 1957 as an integrated command of the United States and Canadian 
forces. The U.S. military elements—consisting of parts of all of our 
armed services—are integrated with Canada's Air Defence Command 
for maintaining an air defense capability for the entire North American 
Continent. 

While we pay increasing attention to the growing threat of a poten-
tial enemy's ballistic missiles we should not lose sight of the fact that 
for the time being the manned bomber is the major threat. Although 
some $17 billion has already been invested in defense systems against 
manned bombers, excluding the cost of personnel and operation and 
maintenance, certain segments have yet to be completed. These 
were described in the Department of Defense air defense plan pre-
sented to the Congress last year. The funds recommended in this 
budget will substantially complete the programs outlined in that plan. 
Specifically, the last major elements of the Nike-Hercules surface-to-
air missile program will be financed in 1961 and the Bomarc inter-
ceptor missile program will approach completion. The related radar 
warning, electronic control, and communication systems will also be 
further equipped and modernized. 

In response to the increasing missile threat, we are pressing to 
completion a new system for the detection of ballistic missile attack— 
the ballistic missile early warning system. Construction has been 
under way for the last two years and the first segment is expected to 
be in operation in about a year. 

To provide for an active defense against ballistic missile attack, I 
am recommending the continued development of the Nike-Zeus 
system, but it will not be placed in production during the coming 
fiscal year during which further testing will be carried out. 

The Nike-Zeus system is one of the most difficult undertakings ever 
attempted by this country. The technical problems involved in 
detecting, tracking, and computing the course of the incoming ballistic 
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missile and in guiding the intercepting Zeus missile to its target— 
all within a few minutes—are indeed enormous. 

Much thought and study have been given to all of these factors and 
it is the consensus of my technical and military advisers that the 
system should be carefully tested before production is begun and 
facilities are constructed for its deployment. Accordingly, I am 
recommending sufficient funds in this budget to provide for the 
essential phases of such testing. Pending the results of such testing, 
the $137 million appropriated last year by the Congress for initial 
production steps for the Nike-Zeus system will not be used. 

Sea control jorces.—Control of sea and ocean areas and sea lanes of 
communication is an integral element in the maintenance of our 
national security. The naval forces which carry the primary respon-
sibility for this mission will consist of 817 combatant and support 
ships, 16 attack carrier air groups, 11 antisubmarine air groups, and 
41 patrol and warning air squadrons. 

From new construction and conversion programs started in prior 
years, the Navy will receive during fiscal year 1961 an unusually large 
number of modern ships. These will include the fifth and sixth 
Forrestal-class attack carriers, the first nuclear-powered cruiser, nine 
guided missile destroyers, seven guided missile frigates, and six nu-
clear-powered submarines. Three more Polaris ballistic missile sub-
marines and a converted guided missile cruiser will also be com-
missioned. 

For the coming fiscal year I am recommending the construction of 
20 new ships and conversions or modernizations of 15 others. In-
cluded among the new ships is an attack carrier. It is planned to 
construct this carrier with a conventional rather than a nuclear 
powerplant. 

While it is generally agreed that a nuclear-powered attack carrier 
has certain military advantages, such as extended range and endur-
ance at high sustained speeds, these advantages are not overriding 
as in the case of a submarine. In a submarine, nuclear power pro-
vides the critical advantage of almost unlimited operation, submerged 
at high speeds. This enables nuclear-powered submarines to carry 
out missions which no conventionally powered submarine, no matter 
how modern, could accomplish. 

The advantages of nuclear power with respect to the carrier, how-
ever, are not comparable. The primary requirement in a carrier is up-
to-date facilities to operate, safely and effectively, the most modern 
naval aircraft. Use of a conventional powerplant will in no way pre-
vent a carrier from functioning as a completely modern and mobile 
base for fleet aircraft for its foreseeable life. The additional $130 
million which a nuclear-powered carrier would cost can be used to 
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much greater advantage for other purposes. I therefore strongly urge 
the Congress to support this request for a conventionally powered 
aircraft carrier. 

Tactical forces.—Elements of the ground, naval, and air forces com-
prise the tactical forces which are available to deal with cold war 
emergencies and limited war situations, in addition to performing 
essential tasks in the event of general war. Recommendations made 
in this budget provide funds for modernization and improvement in 
the effectiveness of our tactical forces. 

Increased emphasis has been given in this budget to improving the 
mobility and firepower of the 14 Army divisions and other active 
combat elements of the Army and the 3 Marine Corps divisions. Ad-
ditional quantities of new rifles and machineguns employing the 
standard NATO ammunition will be procured, as will combat and 
tactical vehicles of all kinds, including the new M60 tank, the Ml 13 
armored personnel carrier, self-propelled howitzers, trucks and jeeps. 
In recognition of the value of artillery in both nuclear and non-
nuclear warfare, an entire new family of self-propelled artillery is 
introduced with this budget. This new artillery is lighter, more 
mobile, and, utilizing new ammunition, will have greater range than 
that of types currently available. 

The Army and Marine Corps will also buy a wide variety of guided 
missiles and rockets such as: Sergeant, Honest John, Little John, and 
Lacrosse for medium and close range ground fire support; Davy 
Crockett for an integral infantry-unit close-range atomic support 
weapon; and Hawk and Redeye for defense of field forces against air 
attack. Army aircraft procurement proposed for 1961 is more than 
35% higher than for the current year, and includes funds for sur-
veillance aircraft and for utility and medium cargo helicopters. 

The tactical forces of the Army are supported by the tactical air 
wings of the Air Force which will also be provided with an increased 
capability under these budget recommendations. Funds are provided 
for increased procurement of F-105 supersonic all-weather fighter 
bombers. These aircraft, with their low-altitude handling character-
istics and large carrying capacities for both nuclear and nonnuclear 
weapons, will strengthen significantly the air support available to the 
Army ground units. 

The three Marine divisions are tactically supported by three 
Marine aircraft wings, which will also receive quantities of new 
aircraft. 

Military assistance.—The ability of the free world to deter aggres-
sion depends on the combined strength and determination of many 
countries. The total forces of the countries receiving aid under the 
military assistance program include about 5 million Army troops, 
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2,200 combatant ships, and over 25,000 aircraft, about half of which 
are jet. These forces make a vital contribution to the security of the 
free world, including the United States. 

A committee of distinguished private citizens, the President's 
Committee to Study the United States Military Assistance Program, 
conducted an extensive and comprehensive analysis of the mutual 
security program during the last year. I have previously transmitted 
the reports of the Committee to the Congress. Many of the significant 
findings and recommendations of this group have been put into effect 
by the executive agencies; others are in the process of implementation. 
The military assistance program has been budgeted in 1961 with other 
activities and programs of the Department of Defense, and major 
changes are being made in the management, organization, and pro-
graming of military assistance. 

Last spring I mentioned the possibility of requesting a supple-
mental appropriation as suggested by the Committee largely to 
expedite modernization of NATO forces. However, in view of the 
time factor involved in securing a separate authorization and appro-
priation for 1960, a supplemental request this year is not practical. 

The new obligational authority of $2 billion recommended for fiscal 
year 1961 for the military assistance program will provide the training 
and quantities of materiel required to support the forces in the coun-
tries receiving aid. Because of the long leadtime required for many 
items, procurement must be started in 1961 in order to provide the 
necessary deliveries in future years. During recent years, deliveries 
have been maintained only by drawing down the backlog of unde-
livered items by an amount ranging from $500 to $800 million per 
year. The backlog has now been reduced to the point where adequate 
deliveries in the future must depend on new appropriations. 

The defense of Western Europe in this era of modern weapons is 
costly and must be accomplished through the combined efforts of all 
NATO countries. Many of these countries have now assumed the 
financial responsibility for producing or purchasing conventional arms 
and equipment which the United States previously supplied. At the 
same time, the 1961 military assistance program squarely faces the 
pressing need for new and costly weapons for which the free world 
still looks for help from the United States. In addition, it provides for 
an intensified training effort to assure effective use and maintenance 
of the new equipment by allied forces. 

This budget also provides for military assistance to countries which 
are building defenses against aggression and subversion in other parts 
of the world. These countries border on aggressive regimes, or are 
confronted with strong internal subversive elements. Many of them 
have joined in mutual defense organizations such as the Southeast 
Asia Treaty Organization (SEATO) and the Central Treaty Organ-
ization (CENTO), or with the United States in bilateral defense 
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agreements. Assistance to these countries, most of which are in the 
Near East and the Far East, emphasizes primarily the strengthening 
of conventional forces in keeping with the nature of the threat in 
each area. 

Atomic energy activities.—In 1961 the expenditures for the 
Atomic Energy Commission are expected to remain at the 1960 level 
of about $2.7 billion. Substantial increases for research and develop-
ment activities will be offset by reductions in procurement of uranium 
ore concentrates from United States and Canadian producers. These 
reductions will bring ore supplies into better balance with production 
requirements. 

Development and production of nuclear weapons in 1961 will 
remain at the high levels of previous years. The vigorous develop-
ment of military reactors for a variety of propulsion and power uses 
will continue. When the land-based prototype reactor for a de-
stroyer is placed into operation in 1961 along with four other naval 
prototype reactors now operating, nuclear powerplants will be avail-
able for major types of naval combatant ships. Emphasis in naval 
reactor development in 1961 will be placed primarily on development 
of improved and longer lived reactor fuel. The development of nu-
clear ramjet engines for missiles, of nuclear aircraft engines, and of 
nuclear electric powerplants for use at remote military bases will be 
carried forward. 

Peaceful uses oi atomic energy.—Expenditures in 1961 for develop-
ment of civilian electric power from atomic energy are estimated at 
$250 million. Of this amount, $185 million is for research and 
development and $65 million is for construction of civilian power 
reactors and related development facilities. The estimated expendi-
tures include amounts from proposed new appropriations of $40 million 
for assistance to private and public power groups in developing and 
building demonstration nuclear powerplants, and alternatively for 
such direct Government construction as may be considered necessary. 
The number, type, and size of reactors built and the nature of the 
assistance provided will be determined by the Commission after con-
sidering the state of technology and the cooperation proposed by 
industry. 

Expenditures by the Commission for research in the physical and 
life sciences in 1961 will again increase subs tan tially to over $210 
million. This level of research will help the United States to con-
tinue its leadership in the study of the behavior of the basic matter of 
the universe and the effects of radiation on man and his environment. 
The largest part of the increase will be used to place in operation in the 
next 18 months three new particle accelerators in the multibillion 
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electron-volt energy range, including the alternating gradient synchro-
tron at Brookhaven National Laboratory. 

In support of the civilian space program, the Atomic Energy Com-
mission will continue development of nuclear-powered rockets and 
small, long-lived nuclear power sources for space vehicles. Develop-
ment work on thermonuclear power and on applications of nuclear 
explosives to a variety of civilian uses will continue in 1961. 

Stockpiling and defense production expansion.—Most of the 
objectives for the stockpile of strategic and critical materials have 
been met. Receipts of materials under contracts to promote expan-
sion of defense production are continuing at a reduced rate, as the 
number of such contracts still in effect declines. Hence, expenditures 
for stockpiling and expansion of defense production are estimated to 
decline from $230 million in 1960 to $134 million in 1961. 

Amendments to outstanding contracts are now being negotiated 
where practicable, so as to minimize the delivery of materials no 
longer required for stockpiling. Arrangements are also under way to 
dispose of materials excess to stockpile objectives whenever disposal 
will not seriously disrupt markets or adversely affect our international 
relations. 

INTERNATIONAL AFFAIRS AND FINANCE 

The United States is continuing to support programs to maintain 
world peace and to improve economic conditions throughout the free 
world. In helping to improve economic conditions, we are being 
joined in larger measure by our friends in the free world who have now 
reached a high level of prosperity after recovering from the ravages 
of war. Accordingly, multilateral programs are being expanded. At 
the same time, the pressing need for economic development requires 
the continuation of substantial economic assistance under the mutual 
security program. 

Expenditures for international affairs and finance are estimated to 
be $2.2 billion in the fiscal year 1961. This amount is $177 million 
higher than estimated expenditures for 1960, mainly because of 
larger disbursements by the Development Loan Fund under prior 
commitments. 

Mutual security program.—Through the mutual security pro-
gram as a whole the United States helps promote stability and eco-
nomic growth in less-developed countries and helps strengthen the 
defenses of the free world. For these purposes new obligational 
authority of $4,175 million is recommended in fiscal year 1961, an in-
crease of $949 million over the amount enacted for 1960 (of which $700 
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million is for military as-
sistance) . Expenditures 
are estimated to be $3,450 
million, an increase of $100 
million over 1960. 

The military assistance 
portion of this program is 
carried in the Department 
of Defense chapter and 
has been discussed in the 
major national security 
section of this message. 
Economic assistance is dis-
cussed in the following 
paragraphs in this section. 

Development Loan 
Fund.—The Development 
Loan Fund was estab-
lished in 1957 in order to 
provide capital to less-
developed countries, when 
capital is not available 
from other sources. The 
capital is provided on fa-
vorable terms, often in-
cluding the option to repay 

in the borrower's own currency. By the end of the fiscal year 1960, the 
Fund will have made commitments for an estimated 148 loans totaling 
some $1,400 million. More than three-fourths of the projects it is fi-
nancing are for roads, railroads, electric power generation, and indus-
try, including industrial development banks. Because many of these 
projects require several years for construction, expenditures have thus 
far been relatively small. However, in the fiscal year 1961 they are esti-
mated to be $300 million, an increase of $125 million over 1960. 
New obligational authority of $700 million is requested for 1961, an 
increase of $150 million over the amount enacted for 1960. This 
will provide the loan funds essential to our foreign policy objective 
of assisting in the economic growth of the less-developed countries of 
the free world. 

Technical cooperation.—Technical and administrative skills are no 
less important for the newly developing countries than capital. 
Through the technical cooperation program, American experts are 
sent abroad to transmit the skills required in a modern economy 
and foreign technicians are brought to the United States for training. 

International Affairs and Finance: 

BUDGET TOTALS 
[In billions] 

1959 1960 mi 
actual estimate estimate 

Expenditures $3.8 $2.1 $2.2 
New obligational authority. . . 7.0 2.7 2.7 

LEGISLATIVE PROPOSALS 
(In addition to program extensions) 

1. Defer taxation of income derived from less-developed 
areas abroad. 

2. Revise eligibility requirements for countries to receive 
economic assistance. 

3. Repeal reservation with respect to jurisdiction of 
World Court. 

4. Authorize payment of certain Philippine war damage 
claims. 

5. Authorize compensation to displaced residents of the 
Bonin Islands. 
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INTERNATIONAL AFFAIRS AND FINANCE 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-Program or agency 
1959 1960 1961 gational 

actual estimate estimate authority 
for 1961 

Economic and technical development: 
Mutual security—economic: 

Development Loan Fund_ __ __ $66 $175 $300 $700 
Technical cooperation- 169 170 175 206 
Defense support. _ _ - - 881 740 730 724 
Special assistance _ 257 250 255 268 
Other 120 105 110 101 
Contingencies-. _ _ _ __ __ 30 110 130 175 

Subtotal, mutual security—eco-
nomic 1,524 1, 550 1,700 2, 175 

International Monetary Fund sub-
scription __ _ _ 1,375 1,375 

Inter-American Development Bank 80 
Export-Import Bank 390 - 5 6 - 7 390 - 5 6 
Emergency relief abroad and other 113 140 131 116 

Conduct of foreign affairs: 
Administration of foreign affairs. 211 205 197 205 
Philippine claims: 

Present program _ __ _ _ 24 24 
Proposed legislation _ __ 49 49 49 49 

Other 2 5 3 2 
Foreign information and exchange activi-

ties : 
United States Information Agency 109 110 124 124 
Department of State, exchange of 

persons 22 24 36 36 
President's special international pro-

gram 8 7 8 9 

Total 3, 780 2, 066 2, 242 1 2, 715 

1 Compares with new obligational authority of $6,982 million enacted for 1959 
and $2,697 million (including $49 million of anticipated supplemental appropria-
tions) estimated for 1960. The 1959 authorization included $3,175 million for 
the International Bank for Reconstruction and Development and $1,375 million 
for the International Monetary Fund. 

For the fiscal year 1961, new obligational authority of $206 million 
is requested, which is $25 million over the amount enacted for 1960, 
in order to permit an increase in the bilateral programs. It will also 
permit a higher contribution to the United Nations technical assist-
ance program and the related special fund; as other governments in-
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MUTUAL SECURITY PROGRAM 

[Fiscal years. In millions] 

Program 

Budget expenditures Recom-
mended 

new obli-
gational 

authority 
for 1961 

Program 
1959 

actual 
1960 

estimate 
1961 

estimate 

Recom-
mended 

new obli-
gational 

authority 
for 1961 

Military assistance 
Economic (including technical) assistance. 

Total, mutual security 

$2, 340 
1, 524 

$1, 800 
1, 550 

$1, 750 
1, 700 

$2, 000 
2, 175 

Military assistance 
Economic (including technical) assistance. 

Total, mutual security 3, 864 3, 350 3, 450 *4, 175 

1 Compares with new obligational authority of $3,448 million enacted for 1959 
($1,515 million military, $1,933 million economic) and $3,226 million enacted 
for 1960 ($1,300 million military, $1,926 million economic). 

crease their contributions for the United Nations programs, the 
United States contribution, which is two-fifths of the total, also 
increases. 

Defense support.—Many of the less-developed countries partici-
pating in the common defense maintain large military forces whose 
cost imposes a severe strain upon their limited economic resources. 
In order to help maintain political and economic stability and to pre-
vent the cost of necessary defensive forces from unduly hindering 
economic development, the United States provides economic aid 
principally by supplying commodities for consumption and raw 
materials and machinery for industrial production. For the fiscal 
year 1961, new obligational authority of $724 million is requested, 
an increase of $29 million over the amount enacted for 1960. 

Special assistance.—New obligational authority of $268 million is 
requested for economic assistance to promote economic and political 
stability in various countries of the free world where the United States 
is not supporting military forces, and for certain other special pro-
grams. In several instances, this assistance indirectly relates to 
military bases maintained by the United States. 

The appropriation recommended for special assistance in 1961 is 
$23 million above the amount enacted for 1960. Additional programs 
are proposed to help improve conditions in Africa, largely for educa-
tion, public health, and administration. 

Increased funds will also be devoted to certain worldwide health 
programs in conjunction with the World Health Organization of the 
United Nations. The largest of these is the malaria eradication pro-
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gram, now in its fourth year. In addition numerous public health 
projects are supported through technical cooperation. 

Other mutual security programs.—Other programs include assistance 
to refugees and escapees; grants of atomic research equipment, 
including reactors, to the less-developed countries for training and 
research in nuclear physics; support of the NATO science program; 
and the United States contribution to the United Nations Children's 
Fund. For the fiscal year 1961, new obligational authority of $101 
million is requested, an increase of $1 million above the amounts 
enacted for 1960. 

Contingencies.—Experience has shown that economic and military 
assistance is also required in some international situations which 
cannot be foreseen or for which it is not possible to estimate in ad-
vance the specific amount needed. To cover situations of this type, 
new obligational authority of $175 million is requested. 

Other economic and technical development.—More resources 
from countries of the free world are being channeled into economic 
development by increasing the capital funds of international organi-
zations. In the past year the capital of the International Bank for 
Reconstruction and Development was doubled and that of the Inter-
national Monetary Fund increased by half. 

The Inter-American Development Bank, with planned total re-
sources of $1 billion, including $450 million from the United States, 
is expected to begin operations before the close of this fiscal year. 
Expenditures of $80 million are estimated in the fiscal year 1960 as 
the first installment of the U.S. cash investment in the Bank. In 
addition, guarantee authority of $200 million will be made available, 
on the basis of which the Bank can sell its bonds to private investors. 

Last October the Governors of the International Bank for Recon-
struction and Development unanimously approved in principle a 
U.S. proposal for an International Development Association, which 
will be closely affiliated with the Bank. Under this proposal, the 
Association will make loans on more flexible terms than the Bank 
is able to offer under its charter, such as loans repayable in the currency 
of the borrowing country. In addition, it is expected that the charter 
of the Association will contain provisions under which a member could 
provide to the Association, for use in lending operations, other mem-
ber country currencies which it holds. The draft charter of the 
Association is being prepared and will probably be submitted to the 
member governments early this year. Legislation authorizing U.S. 
participation and making financial provision for membership will be 
transmitted to the Congress at the appropriate time. 
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Private investment.—The United States is trying to encourage more 
reliance on private enterprise in foreign economic development. 
During the past year, the Department of State and the Business 
Advisory Council of the Department of Commerce have both com-
pleted special studies on ways to increase the role of private invest-
ment and management abroad. Tax treaties, with investment 
incentive clauses, are now being negotiated with many countries. 
More trade missions are being sent abroad. Several of the less-
developed countries are opening business information offices in this 
country. As a result of these various activities, more private invest-
ment in the less-developed areas should be forthcoming. To provide 
an additional incentive, U.S. taxation of income earned in the less-de-
veloped areas only should be deferred until repatriated. 

Export-Import Bank.—The oldest Federal agency specializing in 
foreign lending and the largest in terms of foreign loan volume is the 
Export-Import Bank. In the fiscal year 1961 the Bank plans to devote 
an increasing share of its program to transactions which support 
economic development abroad. At the same time the Bank plans to 
finance its operations without requiring net budgetary expenditures by 
encouraging more participation by private lenders in its loan program 
and by using funds obtained from repayments on its large outstanding 
portfolio. 

Eligibility for assistance.—Amendments to the Battle Act to revise 
the eligibility requirements for assistance to certain countries are 
pending before the Congress. It is highly desirable that they be 
enacted. 

Conduct of foreign affairs.—The Department of State is making 
plans to strengthen further the administration of foreign affairs in the 
fiscal year 1961. The disarmament staff is being expanded in prepara-
tion for discussions on disarmament soon to begin in Geneva and for 
the continuation of the negotiations on the suspension of nuclear tests. 
Language training programs will also be expanded. New diplomatic 
and consular posts will be opened in Africa, Latin America, South 
Asia, and Eastern Europe. For these and other activities, new obli-
gational authority of $205 million is requested for the fiscal year 1961. 

Legislation is recommended to remove certain reservations on 
acceptance by the United States of jurisdiction of the International 
Court of Justice (the World Court). 

Legislation will be requested for payment in the fiscal year 1961 of 
certain war damage claims of the Philippine Government against the 
United States in the amount of $73 million. These claims will be 
partially offset by an amount, now estimated at approximately $24 
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million, owed to the United States by the Philippine Government. 
Pending legislation should be enacted in fiscal year 1960 to authorize 
compensation of $6 million to displaced residents of the Bonin 
Islands. 

Foreign information and exchange activities.—New obliga-
tional authority totaling $168 million is requested for foreign infor-
mation and exchange activities in the fiscal year 1961. The United 
States Information Agency plans to expand its programs in Africa 
and Latin America, including construction of a new Voice of America 
transmitter in Africa. The Agency will make greater use of the grow-
ing number of television facilities overseas. The expansion of 
domestic radio transmitting facilities, begun last year in order to 
improve oversea reception, will continue. Exchanges of key persons 
with about 80 other countries will be increased, with special emphasis 
on leaders and teachers. 

COMMERCE AND HOUSING 

The improvements made in recent years in Federal programs for 
outer space exploration, aviation, highways, the postal service, hous-
ing, urban renewal, and small business will be further extended by 
this budget. 

Expenditures for all commerce and housing programs in the fiscal 
year 1961 are estimated at $2.7 billion, which is $293 million less than 
the estimated expenditures for 1960. Proposed legislation to provide 
adequate postal rates will reduce sharply the net budget expenditures 
of the Post Office Department. Expenditures for other programs, 
however, especially space exploration and the promotion of avia-
tion, will increase substantially. 

Space exploration and flight technology.—The National Aero-
nautics and Space Administration is carrying forward the nonmilitary 
space projects started by the Department of Defense and has initiated 
additional programs that will lay the foundations for future explora-
tion and use of outer space. Estimated expenditures of $600 million 
during the fiscal year 1961, nearly double the expenditures in 1960, 
will carry forward the programs now under way and those becoming 
the agency's responsibility in 1961. Appropriations of $802 million 
for 1961, together with anticipated supplemental appropriations for 
1960 of $23 million to restore substantially the Congressional reduction 
in the space program last year, are recommended to finance these 
programs. Legislation is being submitted to authorize the appro-
priations required for 1961 and to provide permanent authorization 
for later years. 

520000—60 ill 
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Commerce and Housing: 

BUDGET TOTALS 
[In billions] 

New obligational authority. 

1959 I960 1961 
actual estimate estimate 
$3.4 $3.0 $2.7 
2.9 3.8 3.2 

I am assigning to this 
new agency sole responsi-
bility for the development 
of space booster vehicles 
of very high thrust, in-
cluding Project Saturn. 
This assignment includes 
the transfer of certain 
facilities and personnel of 
the Army Ballistic Missiles 
Agency. With the im-
minent completion of the 
Jupiter missile project this 
outstanding group can 
concentrate on developing 
the large space vehicle 
systems essential to the 
exploration of space. Cer-
tain amendments to the 
National Aeronautics and 
Space Act of 1958 will be 
proposed to clarify the 
organization and stream-
line the management of 
the space programs. 

At the present time 
Soviet scientists have the 
advantage in the weight 
of the payloads that they 
can hurl into space. This 
weight advantage stems 
from the earlier start of 
the Soviet development of 
very large rocket boosters 
that they considered nec-
essary for their intercon-
tinental ballistic missile 
program. Because of the 

relatively advanced state of our nuclear warheads, however, we were 
able, after a much later start, to develop an effective ICBM using a 
smaller rocket booster. 

Our space programs are based on a systematic and technically 
sound approach to the complicated scientific and engineering prob-
lems involved. This approach will assure continued demonstrable 
achievements. Project Mercury has a high priority and we should be 

LEGISLATIVE PROPOSALS 
(In addition to program extensions) 

1. Strengthen organization and management of outer 
space programs. 

2. Increase aviation fuel taxes and credit them to general 
fund. 

3. Remove interest ceiling on Government ship mortgage 
loans. 

4. Provide additional highway trust fund revenues. 
5. Finance forest and public land highways from highway 

trust fund. 
6. Increase postal rates. 
7. Increase savings and loan insurance premiums. 
8. Provide flexible interest rates on veterans and military housing loans. 
9. Liberalize authority of small business investment 

companies. 
10. Broaden exemption of small security issues from 

registration. 
11. Authorize loans and grants to assist areas with chronic 

unemployment. 
12. Improve antitrust legislation. 
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COMMERCE AND HOUSING 
[Fiscal years. In millions] 

Program or agency 

Budget expenditures 

1959 
actual 

1960 
estimate 

1961 
estimate 

Recom-
mended 
new obli-
gational 
authority 
for 1961 

Space exploration and flight technology. _ 
Promotion of aviation: 

Federal Aviation Agency 
Civil Aeronautics Board 

Promotion of water transportation: 
Department of Commerce 
Coast Guard 
Panama Canal Company 

Provision of highways 
Postal service: 

Public service costs 
Postal deficit 
Proposed rate revisions 

Community development and facilities: 
Urban Renewal Administration 
Other 

Public housing programs 
Other aids to housing: 

Federal Savings and Loan Insurance 
Corporation: 

Under present legislation 
Proposed premium increase 

Federal Housing Administration 
Federal National Mortgage Association. 
College housing loans 
Veterans housing loans 
Farm housing loans and other 

Other aids to business: 
Small Business Administration 
Proposed area assistance legislation 
Other 

Regulation of commerce and finance 
Civil and defense mobilization 
Disaster loans and relief 

$145 $325 

441 567 
53 60 

200 257 
229 276 

7 4 
30 45 

37 
774 567 

77 
31 
97 

- 4 1 

- 5 1 
842 
180 
113 
43 

107 

Total. 

32 
5 8 
46 

3, 421 

197 
39 

130 

-50 

- 7 6 
56 

186 
230 

- 1 2 2 

102 

48 
58 
56 

8 

3, 002 

$600 

681 
69 

263 
281 

14 
1 3 

49 
554 

- 5 5 4 

172 
31 

148 

- 5 7 
- 2 8 

-120 
111 
148 

-12 

$802 

717 
72 

299 
285 

P) 
49 

554 
-554 

305 
27 

159 

150 

36 11 

120 66 
10 57 
48 64 
64 66 
68 76 
8 

2, 709 ! 3, 204 

1 Reflects proposed financing of Federal-aid highways in national forests and 
public lands from highway trust fund. 

2 Compares with new obligational authority of $2,929 million enacted for 1959 
and $3,789 million (including $71 million of anticipated supplemental appropria-
tions) estimated for 1960. 
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ready to attempt actual maimed space flights within the next two 
years. Progress on the development of very high thrust engines and 
the vehicles to use them will make it possible, in the not too distant 
future, to launch much larger space vehicles and thus extend the 
conquest of space. 

For the near future satellites and space probes will continue to 
depend primarily on Thor and Atlas missiles as boosters, with the 
Delta and Agena upper stages providing improved performance and 
reliability. These vehicles will make possible a wide variety of highly 
useful scientific experiments which will provide essential information 
for future exploration of outer space by manned and unmanned 
vehicles. Somewhat later the Centaur project will provide an Atlas-
boosted space vehicle with further improved capabilities and establish 
the technology of very high energy propulsion for space vehicles. In 
all of these projects, the success of the space vehicle launchings 
depends on a strong continuing program of supporting research and 
ground testing. 

Transportation and communication.—The detailed review of 
transportation problems and policies which I requested last year is 
now nearing completion in the Department of Commerce. This 
study should provide a sound basis for administrative actions and 
for legislation that may be needed to assure adequate and balanced 
growth of all branches of the Nation's transportation system. 

Aviation.—Primarily because of the airways modernization program 
now under way, expenditures of the Federal Aviation Agency will in-
crease by $114 million to an estimated $681 million in fiscal year 1961. 
New obligational authority of $717 million is requested mainly for 
procurement and operation of radar equipment, airport landing aids, 
communications, and other facilities needed to handle the rapidly 
growing volume of air traffic safely and efficiently and for establish-
ment and enforcement of air safety standards. Research and develop-
ment activities are being accelerated to insure the further improve-
ments in equipment and techniques required to meet future aviation 
needs. 

The Federal Aviation Agency is already making increasing use of 
military facilities, and steps are under way to achieve a closer inte-
gration of air defense and civil air traffic control networks. Over the 
next few years the Agency will also assume traffic control functions 
now performed by military personnel at airbases throughout the 
world, with significant savings in cost. 

Expenditures for subsidy payments to the airlines by the Civil 
Aeronautics Board are estimated at $69 million in 1961, an increase 
of $31 million, or 80%, over the $38 million actually spent in 1958. 
Almost all of the subsidy will go to local service airlines, including 
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helicopter operations in three major metropolitan areas and intra-
Alaska service. This rise and the prospect of even higher subsidies 
in the future make necessary the consideration of proposals to reduce 
the dependence of these airlines on the Government. 

Airway user charges.—Consistent with the principle that special 
beneficiaries of Government programs should pay the cost of those 
benefits, the users of the Federal airways should ultimately be ex-
pected to pay their full share of rising capital and operating costs. 
Accordingly, the effective tax on aviation gasoline should be raised 
from 2 to 4% cents per gallon and the same tax should also be levied 
on jet fuels, which are now tax-free. Receipts from all aviation fuel 
taxes should be retained in the general fund rather than transferred 
to the highway trust fund as at present. These actions will increase 
revenues to the general fund by an estimated $89 million in fiscal 
year 1961. 

Promotion of water transportation.—Expenditures of the Department 
of Commerce to aid water transportation will be sharply higher in both 
1960 and 1961 than in 1959, primarily because of higher levels of pay-
ments required under past commitments for ship operating and con-
struction subsidies. A supplemental appropriation of $32 million 
will be requested for the current year to meet increased operating 
subsidy obligations caused by lower earnings of the shipping industry 
and to permit prompt payment of subsidies accrued. 

Efforts to maintain a U.S. merchant fleet adequate, along with the 
ships of our allies, to meet national defense requirements are seriously 
hampered by high operating costs. To preserve the capability of our 
merchant fleet without placing an undue burden on the taxpayer 
will require willingness by ship operators, maritime labor, and the 
Government to explore and adopt new solutions. 

This budget provides for expanded work on advanced ship designs 
that could bring sharply reduced operating costs. By extending the 
operation of war-built vessels, which comprise more than 70% of the 
subsidized fleet, over a somewhat longer period, the results of this 
research can be more fully exploited in replacement plans. The 
Secretary of Commerce is also undertaking a special study of sailing 
requirements and competitive conditions of maritime trade routes 
and services, in the hope of discovering opportunities to increase the 
benefits flowing from the public investment in this area. 

I repeat the request made last year that the 3%% interest rate ceiling 
on ship mortgage loans made by the Maritime Administration be re-
placed by authority to charge the Government's full cost for such loans. 

Work will continue on widening sections of the Panama Canal from 
300 to 500 feet to facilitate the movement of increased ship traffic. 
Largely as a result of this program and the increased disbursements 
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for the $20 million Balboa Bridge, which is being built to fulfill a 
treaty commitment with the Republic of Panama, expenditures of the 
Panama Canal Company in 1961 will be $10 million higher than in 1960. 

Highways.—Federal payments of $2,728 million from the highway 
trust fund in 1961 will enable the States to proceed with construction 
of the Interstate System at a level consistent with the pay-as-you-build 
principle established by the Highway Revenue Act of 1956 and re-
affirmed by the Congress in 1959. Last year I recommended that 
highway fuel taxes be increased by 1% cents per gallon for a period of 
five years to meet estimated expenditure requirements. The Congress 
after months of delay enacted an increase of only 1 cent for less than 
two years. 

As a result of both the delay and the failure to provide the full 
amount of revenue requested, the roadbuilding program has been 
slowed below a desirable rate of progress. The apportionments to the 
States for future construction had to be reduced and a plan had to be 
established to time reimbursements to the States so that the trust fund 
could be kept in balance. By timely action and planning, however, 
potential failures to reimburse States promptly for want of funds in 
the trust fund have been avoided, and equitable and proportionate 
programs in every State have been established. 

I urge the Congress again to increase the highway fuel tax by an-
other one-half cent per gallon and to continue the tax at 4% cents until 
June 30, 1964. This will permit the construction program for the 
Interstate System to proceed at a higher and more desirable level. 
I request repeal of the diversion of excise taxes enacted last year for 
the period July 1, 1961, to June 30, 1964. New reports giving esti-
mates of the cost of completing the Interstate System and recom-
mendations on the allocation of costs among future highway benefi-
ciaries will become available in 1961. At the appropriate time, further 
recommendations will be made to the Congress for the ensuing conduct 
and financing of the program. 

A temporary advance of $359 million from the Treasury to the 
trust fund was necessary in fiscal 1960 to balance out the monthly 
flow of revenues and expenditures within the fiscal year, but this will 
be repaid by June 30, 1960. A similar temporary advance of $200 
million will be required in the fiscal year 1961, repayable before the 
end of that year. 

During this session of the Congress, funds should be authorized 
for 1962 and 1963 for regular Federal-aid highway programs and for 
forest and public lands highways. In view of the limited resources 
available to the trust fund and the priority requirements of the 
Interstate System, it is recommended that authorizations for the 
regular programs for each of these years be reduced to $900 million 
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from $925 million provided, for 1961. Annual authorizations of $33 
million for forest highways and $3 million for public lands highways 
are also recommended. 

Finally, I again request that the financing of forest and public 
lands highways be transferred from the general fund to the highway 
trust fund. Most of these highways are integral parts of the Federal-
aid systems, and they should be financed in the same way. 

Postal service.—The Post Office Department is intensifying its 
efforts to improve service and to hold down the persistent postal 
deficit while handling a growing volume of mail. Initial steps have 
been taken to mechanize mail processing and to reduce serious con-
gestion at major distribution centers. Ultimately, modern mail 
processing plants will be established in all principal urban areas to 
assure prompt and efficient deliveries. 

The Postal Policy Act of 1958 established the policy that postal 
rates should be adjusted whenever necessary to recover postal ex-
penses, excluding the costs of certain public services as fixed by 
appropriation acts. Over the past 13 fiscal years, 1947-59, the 
Federal budget has had to finance postal deficits totaling $6.8 billion, 
which is almost half of the increase in the national debt during that 
time. At the average rate of interest on the outstanding debt the 
taxpayers are paying well over $200 million annually in interest for 
the unwillingness of the Congress to take timely action to increase 
postal rates. 

For fiscal 1961, a postal service deficit of $554 million is estimated 
with postage rates now in effect or scheduled, after designating $49 
million as attributable to public services. Rate increases enacted in 
1958 were substantially less than needed to meet the deficit at that 
time and made no allowance for the pay increase for postal employees 
then enacted. Since then, increased railroad rates (up $55 million), 
costs of modernization (up $80 million), and the new employee health 
insurance program ($39 million) have widened the gap between 
revenues and expenditures. 

Accordingly, legislation is again proposed to increase first-class and 
airmail rates by 1 cent and to raise other rates and fees by enough 
to cover the postal deficit. I urge the Congress to act promptly on 
these proposals, which will be submitted in the near future. 

Housing and community development.—I have presented to 
each of the past two sessions of the Congress a comprehensive program 
of legislation for the Government's housing and community develop-
ment programs. Some of these recommendations were enacted in 
the Housing Act of 1959. This }7ear, legislation will be requested 
only for the authority necessary to continue important existing pro-
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grams and provide necessary flexibility in interest rates. The 
authorization of additional funds for these programs should be subject 
to appropriation action. 

Urban renewal.— In the decade since Federal grants were first au-
thorized, urban redevelopment has become recognized as essential to 
the future vitality of our cities, and planning has been initiated on 647 
projects in 385 communities. However, only 26 projects have been 
completed. An additional 355 projects for which Federal funds have 
been obligated are now under way, but progress on many of these has 
been slow. 

The budget, accordingly, places major emphasis on accelerating 
program progress. Sixty-five projects are scheduled for completion 
in 1960 and 1961. At the same time, the number of projects under 
way is expected to increase from 355 at the end of 1959 to 510 at the 
end of 1961. The acquisition of land for these projects in 1961 is 
estimated at more than double, and the sale of land to redevelopers 
at nearly triple, the 1959 amounts. As a result of the increased rate 
of activity, a supplemental appropriation of $50 million will be neces-
sary in the current year to pay capital grants for projects nearing 
completion under prior contracts. Since the Housing Act of 1959 
provided new contract authority for capital grants of $350 million for 
1960 and $300 million for 1961, no additional obligational authority 
will be necessary for this program for 1961. 

Public facility loans.—The authority of the Housing and Home 
Finance Agency to borrow $100 million from the Treasury for loans to 
small communities for needed public facilities will be exhausted early 
in 1961. An additional $20 million will be required to meet loan 
applications through the end of the fiscal year 1961. Legislation 
is recommended to authorize the provision in annual appropriation 
acts of this amount and such future increases as may be necessary. 

Public housing programs.—By the end of fiscal year 1961, about 
500,000 federally-aided public housing units will be occupied and an 
additional 125,000 units will be under contract for Federal contribu-
tions. In the allocation of new contracts authorized in the Housing 
Act of 1959 emphasis is being given to projects which will be con-
structed in the near future. The 1959 act authorized 37,000 added 
units of public housing, to be available until allocated. Accordingly, 
no additional authorization is requested. Increases of $18 million in 
1961 expenditures result primarily from rising Federal contributions 
to local authorities under past contracts. 

federal Savings and Loan Insurance Corporation.—The share 
accounts of savings and loan associations insured by the Federal 
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Savings and Loan Insurance Corporation have increased fivefold 
over the past 10 years. With a continuation of this rate of growth, the 
insurance reserve of the Corporation cannot reach levels commen-
surate with the mounting insurance liability without an increase in 
the present premium rate. I am, accordingly, recommending legisla-
tion to restore the higher premium rate in effect prior to 1949, to 
remain in force until the reserve exceeds 1% of the share accounts and 
borrowings of insured institutions. At the same time, the statutory 
goal of a reserve equal to 5% of such accounts and borrowings exceeds 
potential needs and should be reduced to 2%. In addition, the 
Corporation should be given authority to borrow from private sources, 
both to increase the available sources of funds to levels adequate to 
meet any temporary borrowing needs and to reduce its potential 
dependence upon the Federal Government. 

Insurance of private mortgages.—The mortgage insurance programs 
of the Federal Housing Administration will continue in 1961 to 
underwrite a substantial share of the mortgages on residential housing. 
While it is difficult to forecast mortgage insurance requirements, the 
general mortgage insurance authorization of the Federal Housing 
Administration now appears to be adequate to meet demands for 
mortgage insurance until the next Congress is in session. 

Sharp fluctuations in the demand for mortgage insurance during 
recent years have caused the funds available for personnel under 
appropriation act limitations to be inadequate in periods of heavy 
demand to provide the staff required by the Federal Housing Admin-
istration for prompt service on applications. Supplemental funds are 
usually not made available in time to meet this problem. To correct 
this situation, appropriation language is being requested to permit 
use of additional income for such expenses when actual demand ex-
ceeds the budget estimate. 

Legislation should also be enacted to extend the authority for 
insurance of loans on home improvements. This program, which 
makes a major contribution to modernization of existing homes, 
would otherwise expire on October 1, 1960. 

Last year legislation was recommended to provide some flexibility 
in maximum interest rates on mortgages originated under the housing 
loan and guarantee programs of the Veterans Administration and 
under certain mortgage insurance programs of the Federal Housing 
Administration. The action taken by the Congress was inadequate, 
and some of these programs are now seriously hampered by their 
inability at present maximum interest rates to attract adequate private 
capital. The Veterans Administration should be given the same 
flexibility to adjust its interest rates to market conditions which is 
now possessed by the Federal Housing Administration in its basic 
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mortgage insurance programs. In addition, the maximum interest 
rate of 4%% on insured mortgages on armed services family housing 
should be removed. 

Veterans housing loans.—The direct housing loan program of the 
Veterans Administration, which has been extended several times, 
terminates July 25, 1960, and I am asking for no further authoriza-
tion. At that time, over $1 billion of loans will be outstanding, and 
the program will have provided over 150,000 loans to veterans. There 
is no longer justification for continuing this readjustment program. 

Mortgage purchases.—The authority of the Federal National Mort-
gage Association to borrow from the Treasury to purchase mortgages 
under its special assistance program will be exhausted during 1961. 
I am recommending legislation which would permit future increases 
in authorizations to be subject to appropriation review. An addi-
tional $150 million is requested for 1961 for this program. The 
additional funds will be used chiefly to buy mortgages on housing in 
urban renewal areas, on housing for the relocation of displaced families, 
and on housing for the elderly. 

Special assistance for these mortgages is intended to be transitional, 
and an increasing proportion of total financing should in the future be 
obtained from private sources. With annual financing requirements 
in excess of $1 billion already in sight for these programs, the need can 
be met only with the full and active support of local communities and 
private financial institutions. 

At the same time, mortgage purchases by the Association's sec-
ondary market operations trust fund will continue at high levels. 
Expenditures for such purchases are estimated at $1,047 million in 
1960 and $975 million in 1961. These purchases will be almost wholly 
financed through the sale of debentures to the public and the purchase 
of common stock by mortgage sellers. Budget expenditures of $50 
million, however, will be necessary for the additional Treasury pur-
chases of the preferred stock of the Association required to support 
the mortgage purchase program. 

College housing.—No additional authorizations are proposed for the 
existing college housing direct loan program. The housing needs of 
our colleges and universities represent only a part of the need for new 
university facilities of all types. These needs should be considered as 
a whole and within the framework of the general problems of educa-
tion. I have, accordingly, recommended the termination of the 
college housing program and the enactment of legislation authorizing 
a new program of grants and loan guarantees for college facilities, to 
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be administered by the Department of Health, Education, and Wel-
fare (discussed under labor and welfare programs). 

Small business*—The increase in financial assistance to small 
businesses under the Small Business Investment Act of 1958 will con-
tinue in 1961. I recommend the enactment of legislation previously 
proposed to the Congress to encourage the formation of additional 
investment companies by liberalizing the authority of these companies, 
thus expanding the supply of private capital available to small busi-
nesses. Other loans by the Small Business Administration will con-
tinue at a high level, but less new obligational authority is recom-
mended because repayments on outstanding loans will increase. 
Efforts to assist small businesses in obtaining a fair share of Federal 
Government procurement and surplus property will also continue. 
In order to facilitate small business financing, the Securities Act of 
1933 should be amended to extend the privilege of simplified filings to 
a wider range of security issues. 

Area assistance.—Despite the rapid economic recovery in the 
Nation as a whole, unemployment remains high in a relatively small 
number of local areas. The chronic problems in these communi-
ties reflect primarily basic changes in consumer buying habits, produc-
tion methods, and industry location patterns. Some localities and 
States have properly taken the initiative in measures designed to 
meet these problems. In addition, the Department of Commerce, 
with the cooperation of 13 other Federal agencies, is intensifying 
existing Federal programs to encourage and support this local initia-
tive. More help is required. Therefore, for the past four years, I 
have requested expanded legislative authority, primarily for loans 
and grants, to supplement existing Federal, State, and local programs. 
Prompt enactment of this legislation is important. The budget in-
cludes an estimated $57 million in appropriations as the initial amount 
necessary to provide the proposed additional Federal aid. 

Regulation of commerce and finance.—The general growth of 
the economy, newly legislated responsibilities, and the increased com-
plexity of the problems which confront the regulatory agencies require 
increases in funds for most of them. The largest single increase in this 
category will permit the Federal Communications Commission to 
make a thorough study of ultrahigh frequency television to determine 
whether channels in this range can be used to meet the needs of the 
expanding television industry. 

I again recommend legislation to strengthen the antitrust laws, 
including extending Federal regulation to bank mergers accomplished 
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through the acquisition of assets, requiring businesses of significant 
size to notify the antitrust agencies of proposed mergers, empowering 
the Attorney General to issue civil investigative demands in antitrust 
cases when civil procedures are contemplated, and authorizing the 
Federal Trade Commission to seek preliminary injunctions in merger 
cases where a violation of law is likely. 

Civil and defense mobilization.—Preparations for nonmilitary 
defense have been seriously hindered by the unwillingness of Congress 
to provide appropriations to carry out programs authorized by the 
1958 amendments to the Federal Civil Defense Act. Funds are again 
being requested for 1961, as well as in a supplemental appropriation for 
1960, to help States and localities strengthen their full-time civil de-
fense organizations. Increased funds are also required to finance 
greater purchases of radiological instruments for donation to the 
States; for expansion of the emergency preparedness activities of other 
Federal agencies; and to carry on the national fallout shelter policy. 

In accordance with the national fallout shelter policy, the Federal 
departments and agencies have been directed to include fallout shelters 
when appropriate in the design of new buildings for civilian use, and 
funds for such shelters are included in the budget requests of the 
various agencies. In addition, the budget of the General Services 
Administration includes $6 million for a new fallout shelter program 
at certain Federal relocation sites and in some existing Federal 
buildings. 

AGRICULTURE AND AGRICULTURAL RESOURCES 

In the fiscal year 1961, Federal programs for agriculture will again 
have a heavy impact on the budget, primarily because of continued 
high agricultural production and the past unwillingness of the Congress 
to make appropriate modifications in the long-established price sup-
port laws. The longer unrealistic price supports are retained, the 
more difficult it will be to make the adjustments in production needed 
to permit relaxation of Government controls over farm operations. 

Last year I proposed to the Congress urgently needed legislation 
relating to price supports. Very little of that program was enacted. 
I recommend that the Congress give this important matter early con-
sideration. 

Particularly urgent now is legislation to put wheat price supports 
on a more realistic basis. Stocks of wheat are continuing to rise in 
spite of our efforts to move wheat abroad through the International 
Wheat Agreement, sales for foreign currencies, and grants to disaster 
victims and needy people. The carryover of wheat stocks is expected 
to rise to almost 1.4 billion bushels by July 1, 1960, an amount that 
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would provide for more 
than two years of domestic 
consumption without any 
additional production. 

The wheat surplus prob-
lem has been a long time 
in the making and cannot 
be solved overnight. In 
fact, wheat legislation en-
acted in this session can-
not be made applicable 
before the 1961 crop. The 
fact that any significant 
effect on the budget would 
be delayed until the fiscal 
year 1962 underlines the 
need for prompt action at 
this session of the Con-
gress. 

Authority to bring addi-
tional land into the con-
servation reserve expires 
after the 1960 crop year. 
Legislation is proposed to 
extend this authority 
through the 1963 crop 
year and to expand the 
program by increasing the 
basic limitation on the 
amount of payments that may be made in any calendar year from 
$450 million to $600 million. Specific authority will be requested for 
the Secretary of Agriculture to give special consideration, in allocating 
conservation reserve funds, to those States and regions where curtail-
ment of production of wheat or other surplus commodities is con-
sistent with long-range conservation and production-adjustment 
goals. The rental rates needed to induce farmers to withdraw crop-
land from production under the conservation reserve depend on the 
income prospects from farming, which in turn are a reflection of the 
levels of price supports. Therefore, the future authorization for the 
conservation reserve program should not be increased above the 1960 
level unless needed price support legislation is enacted for wheat. 

Estimated expenditures for agricultural programs in fiscal 1961 are 
$5.6 billion, which is $510 million more than the estimate for the 
current year but $907 million less than was spent in 1959. Total 
new authority to incur obligations requested for agriculture and agri-

Agriculture and Agricultural Resources: 

BUDGET TOTALS 
[In billions] 

1959 I960 1961 
actual estimate estimate 

Expenditures $6.5 $5.1 $5.6 
New obligational authority 5.4 5.1 4.6 

LEGISLATIVE PROPOSALS 
(In addition to program extensions) 

1. Further revise agricultural price support programs, and 
extend with revisions the conservation reserve pro-
gram. 

2. Strengthen "food for peace" program. 
3. Revise interest rates for rural electric and telephone 

loans. 
4. Simplify and consolidate loan authority of Secretary of 

Agriculture for farm ownership and operation. 
5. Require greater sharing by States in costs of farm dis-

aster relief. 
6. Reduce advance authorization for agricultural conser-

vation program. 
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AGRICULTURE AND AGRICULTURAL RESOURCES 
[Fiscal years. In millions] 

Program or agency 

Budget expenditures 

1959 
actual 

1960 
estimate 

1961 
estimate 

Stabilization of farm prices and farm in-
come: 

Commodity Credit Corporation—price 
support, supply, and purchase pro-
grams 

Commodity Credit Corporation—spe-
cial activities (other than acreage 
reserve of the soil bank): 

Public Law 480 
International Wheat Agreement 
National Wool Act 
Other 

Soil bank—acreage reserve: 
Program total 

Under CCC special activities 
Removal of surplus agricultural com-

modities 
Sugar Act 
Other 

$2, 775 

1, 022 
48 
20 

347 

673 
(64) 

141 
67 
34 

Subtotal 
Financing rural electrification and rural 

telephones 
Financing farm ownership and operation: 

Farm Credit Administration 
Farmers Home Administration 

Conservation of agricultural land and 
water resources: 

Conservation reserve: 
Existing program total 

Under CCC special activities 
Proposed legislation 

Agricultural Conservation Program 
Service: 

Program total 
Under CCC special activities 

Soil Conservation Service (including 
watershed protection and Great 
Plains program) 

Research and other agricultural services. _ 

Total, agriculture and agricultural 
resources 

5, 126 

315 

5 
246 

175 
(4) 

246 
(7) 

125 
291 

$1, 828 

1, 055 
49 
94 

243 

6 
(5) 

110 
74 
41 

$2, 279 

1, 172 
68 
70 

124 

110 
78 
48 

3, 499 

334 

6 
236 

365 
(30) 

3, 950 

355 

8 
221 

362 

244 
(1) 

130 
298 

6, 529 5, 113 

32 

233 
(~12) 

137 
325 

5, 623 

1 Compares with new obligational authority of $5,421 million enacted for 1959 
and $5,099 million (including $704 million in anticipated supplemental appropria-
tions) estimated for 1960. 
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cultural resources in 1961 is $4.6 billion. This amount includes $1.3 
billion to restore, to the extent necessary, the capital impairment of 
the Commodity Credit Corporation resulting from previous price 
support losses and $1.4 billion to reimburse the Corporation for 
estimated costs and losses through the fiscal year 1960 of other pro-
grams financed through that agency. 

Stabilization of farm prices and farm income.—Most of the recent 
year-to-year variations in expenditures for agriculture and agricul-
tural resources reflect changes in expenditures for price supports and 
other programs to stabilize farm prices and farm income. During the 
five fiscal years, 1955-59, Federal spending for these programs has ac-
counted for 70% to 80% of the total for all agricultural programs. 
In the fiscal year 1961, these programs are estimated to cost $3.9 bil-
lion, an increase of $450 million over 1960, but a decrease of $1.2 billion 
from 1959. 

Under present laws, price support expenditures for agricultural 
commodities cannot be controlled through regular budgetary processes. 
They are the result, mainly, of the loans and commodity purchases 
that the Commodity Credit Corporation is required to make, and the 
other price- and income-supporting programs that the Corporation is 
required to finance, under existing laws. These expenditures reflect 
the volume of production, consumption, and exports of price-supported 
commodities, which, in turn, are influenced by such uncertain factors 
as the weather and domestic and foreign economic conditions. 

The budget estimate for 1961 reflects the residual effect of the 
large 1958 and 1959 crops and assumes that yields on price-supported 
crops for the 1960 crop year will be in line with recent averages; 
also exports of farm commodities in the fiscal year 1961 may be down 
somewhat from the high level expected in 1960. 

The Sugar Act expires on December 31, 1960. To give sugar pro-
ducers maximum time for production planning, action should be taken 
early in the present session of the Congress to continue this program. 

We are continuing to use our surplus agricultural production in many 
ways for constructive purposes overseas through the "food for peace" 
program. Under the Agricultural Trade Development and Assistance 
Act of 1954 (Public Law 480), surplus wheat, cotton, corn, rice, and 
other commodities are being sold abroad for foreign currencies. 
These currencies are used principally as loans or grants for the eco-
nomic development and common defense in foreign countries, and to a 
lesser extent to finance various U.S. programs abroad. Surplus com-
modities are also being given to foreign governments for emergency 
relief needs and to private relief organizations in support of their 
programs abroad; over 60 million needy people benefited this past 
year from these donation programs. Last year the executive branch 
proposed certain amendments which, if enacted, would have made 
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this surplus disposal program more effective. It is recommended 
that the Congress again consider these amendments. 

Rural electrification and telephones.—About 96% of our farms now 
have central station electric service, as compared with 11% in 1935. 
The expanding use of power in the areas served by electric coopera-
tives financed by the Rural Electrification Administration continues 
to require substantial amounts of new capital every year to provide 
additional generating capacity and heavier transmission and distribu-
tion facilities. More than one-half of the total power sales by the 
REA system are made to rural industrial, recreational, and other non-
farm customers. These nonfarm users now comprise over 80% of 
the new customers being added. 

The Rural Electrification Administration currently finances the 
capital needs of the cooperatives by borrowing from the Treasury at 
the statutory interest rate of 2% and relending at the same rate. 
Legislation is proposed under which REA would (a) borrow from the 
Treasury at not to exceed the average rate of interest payable by the 
Treasury on recently issued long-term marketable obligations, and 
(b) make future electric and telephone loans at the same rate plus 
one-fifth of 1% to cover administrative expenses and estimated losses. 
Legislation now before the Congress to place the operations of this 
agency on a revolving fund basis should also be enacted. 

It is vital, looking ahead, that legislation be developed to enable 
telephone as well as electric borrowers to obtain funds from a mutually 
owned financing institution to meet the needs for the future growth 
of these borrowers. Under this longer range plan, loans would 
also be available from the Rural Electrification Administration to 
meet special circumstances. The Secretary of Agriculture will 
work with REA cooperatives and other interested parties in developing 
such a proposal. 

Farm ownership and operation.—In 1961, new direct loans and 
administrative expenses of the Farmers Home Administration are 
proposed in an amount equal to estimated collections on outstanding 
loans. Loans are made to borrowers who are unable to obtain credit 
from other sources at interest rates currently prevailing in their com-
munities in order to finance farm ownership and enlargement, farm 
operations, and soil and water conservation. Direct loans for farm 
ownership and soil and water conservation are supplemented with 
private loans insured by the Federal Government. 

The present authority of the Secretary of Agriculture to make loans 
to farmers and ranchers is the cumulative result of the enactment 
of many separate laws over a long period of years. The legislation 
now before the Congress to simplify, consolidate, and improve the 
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authority of the Secretary of Agriculture to make these types of loans 
should be enacted. Also, the pending legislation to require the States 
to share a greater part of the costs of farm disaster relief assistance 
should be enacted. 

Conservation of agricultural resources.—Expenditures under the con-
servation reserve program are expected to be $394 million in the fiscal 
year 1961. Of this amount $362 million will be needed to fulfill com-
mitments incurred in the crop years 1956 through 1960 under existing 
authority, and $32 million will be used for conservation practice pay-
ments and additional operating expenses under proposed legislation 
to extend this program for three years. Under the proposed legislation 
it is planned to add about 9 million additional acres to the program 
during the 1961 crop year, bringing the total at the end of that crop 
year to about 37 million acres. Increases in expenditures required for 
the 1961 crop year program will occur mainly in 1962 and later fiscal 
years. 

In both the 1959 and 1960 appropriation acts, the Congress main-
tained the agricultural conservation program at levels which far 
exceeded my recommendations. As a result, expenditures of the 
Agricultural Conservation Program Service are estimated to be $244 
million in 1960 and $233 million in 1961. The advance authorization 
for the 1961 agricultural conservation program, which will affect pri-
marily fiscal year 1962 expenditures, should be limited to $100 million. 
The lower program recommended, together with other public aids for 
soil and water conservation, will meet the Nation's high-priority 
conservation needs. 

Federal policy on cost-sharing assistance in the future should be 
concentrated on conservation measures which will foster needed shifts 
to less intensive uses of cropland, and assistance should be eliminated 
for practices which increase capacity to produce agricultural commod-
ities already in surplus supply. Continuation of cost sharing for 
output-increasing practices would directly conflict with the recom-
mended expansion of the conservation reserve program under which 
cropland is removed from production. 

New obligational authority of $43 million is recommended for the 
upstream watershed programs, including $28 million for projects under 
the Watershed Protection and Flood Prevention Act. Of this amount, 
$5 million is provided to initiate construction on projects involving an 
estimated total Federal cost of $29 million. 

New obligational authority of $10 million is requested for the Great 
Plains conservation program, the same as for 1960. Under this pro-
gram conducted in designated counties of the 10 Great Plains States, 
the Federal Government provides cost-sharing and technical assistance 
to farmers who enter into long-term contracts to make needed adjust-
ments of land use on their farms. 

5 2 0 0 0 0 — 6 0 IV 
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Research and other agricultural services.—Expenditures for research, 
education, and other agricultural services, exclusive of programs fi-
nanced with foreign currencies, will be about $8 million higher in the 
fiscal year 1961 than in 1960. This amount will provide increased 
support for the research programs on pesticide residues and on indus-
trial uses of farm commodities. It will also provide increased support 
for the rural development program which is making an important 
contribution to the solution of the economic problems of rural areas 
arising out of technological changes in agriculture and inadequate 
employment opportunities. 

In addition, it is estimated that $19 million will be spent in 1961 for 
the purchase of foreign currencies, obtained from the sale of surplus 
farm commodities, to be used for research and market development 
work abroad. This compares with approximately $12 million in 
foreign currencies to be used for this purpose in 1960. 

NATURAL RESOURCES 

The recommendations in this budget for Federal natural resource 
programs take into account their great importance to the Nation's 
economic growth and security. 

The estimated total of $1.9 billion to be spent in the fiscal year 
1961 for natural resources is more than has been spent for this purpose 
in any previous year. The increase of $152 million over 1960 is 
predominantly for water resources programs. 

Water resources.—The Corps of Engineers and the Bureau of 
^Reclamation will spend an estimated $1.2 billion in the fiscal year 
1961 to construct, maintain, and operate flood control, navigation, 
irrigation, power, and related projects. This record total includes, in 
addition to operating costs, $965 million to continue construction on 
projects started in 1960 or prior years, $12 million for advance plan-
ning, and $18 million for the first-year expenditures on 42 proposed 
new starts. These new projects, as well as three new construction 
starts by the Tennessee Valley Authority and one by the International 
Boundary and Water Commission, are recommended in this budget 
in the interest of balanced development of water resources. 

For the Corps of Engineers, appropriations (as distinct from the 
expenditures previously discussed) of $21 million are required for 
starting 31 new projects and for an additional number of smaller 
projects costing less than $400,000 each. The estimated commit-
ments for these new projects total $301 million. Appropriations of 
$6 million for 1961 are recommended for the Bureau of Reclamation 
to begin construction on six projects with total estimated commit-
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ments of $184 million, and 
$11 million for loans which 
will be used by local groups 
to start work on five small 
reclamation projects. 

I again recommend that 
the Congress authorize the 
Fryingpan-Arkansas proj-
ect in Colorado. 

To carry forward the 
joint development of the 
waters of the Rio Grande, 
construction should be 
started on the Amistad 
(Diablo) Dam, in accord-
ance with the treaty of 
February 3, 1944, between 
the United States and 
M e x i c o . I urge the 
Congress to enact prompt-
ly the legislation now 
needed to authorize nego-
tiation of an agreement 
for this construction. 
Funds will be requested 
for the U.S. share of the 
first-year cost of this proj-
ect following enactment of 
the legislation. Provision 
is made in this budget to begin modification of the lower Rio Grande 
levee system. 

Under legislation enacted during the past session, the Tennessee 
Valley Authority plans to issue an estimated $115 million of revenue 
bonds in 1961. These funds will be used to help finance construction 
of a second unit in the Paradise steam powerplant and of other units 
under way, including new generating capacity in the eastern part of 
the TVA area. The Authority will start construction of the Melton 
Hill project for navigation and power. In accordance with this admin-
istration's policy, and as authorized under the Tennessee Valley Au-
thority Act as amended by the recently enacted revenue bond legisla-
tion, the power facilities portion of this project will be financed from 
net power proceeds and revenue bonds, and the remaining portion will 
be financed from appropriations. With the completion of the Wilson 
lock, the present lock at Wheeler Dam will be a bottleneck for shipping 

Natural Resources: 

BUDGET TOTALS 
[In billions] 

1959 1960 1961 
actual estimate estimate 
$1.7 $1.8 $1.9 

1.7 2.5 1.8 

LEGISLATIVE PROPOSALS 
1. Authorize Fryingpan-Arkansas project. 
2. Authorize negotiation with Mexico for joint construc-

tion of Amistad (Diablo) Dam. 
3. Require non-Federal interests to bear at least 30% of 

the cost of flood protection projects. 
4. Promote greater conservation of helium. 
5. Authorize coal research on a contract basis. 
6. Increase fees for noncompetitive oil and gas leases on 

the public domain. 
7. Transfer from the Secretary of the Interior to the 

Secretary of Agriculture certain authority with re-
spect to land and timber exchanges. 

8. Preserve three undeveloped shore areas for public use. 
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NATURAL RESOURCES 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-
1959 1960 1961 gational 

actual estimate estimate authority 
for 1961 

land and water resources: 
Corps of Engineers $779 $860 $910 $936 
Department of the Interior: 

Bureau of Reclamation 246 234 300 314 
Power marketing agencies. 33 40 40 40 
Indian lands resources __ _ 57 62 57 41 
Public domain and other 33 36 40 38 

Saint Lawrence Seaway Development 
Corporation 15 7 4 15 

Tennessee Valley Authority 7 35 73 21 
Federal Power Commission 7 7 8 8 
Department of State and other. 5 6 9 9 

Mineral resources._ _ __ 71 66 64 63 
Forest resources 201 223 222 191 
Recreational resources 86 87 87 54 
Fish and wildlife resources._ _ _ __ 68 70 71 68 
General resource surveys and other 60 53 53 53 

Total 1, 669 1, 785 1, 938 11, 836 

1 Compares with new obligational authority of $1,742 million enacted for 1959 
and $2,538 million (including $32 million of anticipated supplemental appro-
priations) estimated for 1960. 

on the Tennessee River. Appropriations are therefore recommended 
for 1961 to begin construction of a new lock at Wheeler Dam. 

Research for converting sea water and brackish water into fresh 
water, carried on cooperatively by the Department of the Interior 
and non-Federal groups, has progressed to the point where some 
processes are in the development stage. Construction will begin in 
1960 at Freeport, Tex., on a demonstration plant for conversion of 
sea water, and $1.5 million is recommended in the 1961 budget for 
the Federal cost of building the first brackish water plant as well as 
a second sea water plant. Advance planning will be completed in 
1961 on two additional demonstration plants. 

Cost-sharing on flood protection projects.—It is essential that legisla-
tion be promptly enacted to establish a consistent basis for cost-
sharing on projects which provide flood protection benefits. At the 
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present time, the various Federal agencies responsible for flood pro-
tection operate under different and confusing cost-sharing standards. 
The non-Federal contributions vary from zero to over 60%. This 
intolerable situation should be corrected. Legislation now before 
the Congress would require generally that identifiable non-Federal 
interests receiving flood protection benefits bear at least 30% of the 
costs of flood protection. The value of lands, easements, and rights-
of-way contributed locally would be included as part of this non-
Federal share. The cost of operation and maintenance would also 
be a State or local responsibility. 

Mineral resources.—Amendments to the Helium Act were recom-
mended last year to carry out a long-range plan for conserving helium. 
This lightweight nonflammable gas is important to the Nation's atomic 
energy and missile programs, and known deposits of it are extremely 
limited. Under the legislation proposed, private industry would be 
encouraged to finance, build, and operate plants which would make 
helium available for conservation by the Department of the Interior. 
Prompt enactment is needed to check the waste of this essential gas. 

The Bureau of Mines will continue its research on improved methods 
of production and utilization of coal and other minerals. Legislation 
is again recommended to grant authority to the Secretary of the 
Interior to contract for coal research, thus allowing the Secretary to 
use outside scientific resources to assist the coal industry. 

Other resource programs.—In the fiscal year 1961, programs for con-
serving and developing the resources of the public domain and Indian 
lands will be carried on at about the 1960 levels. Although total 
expenditures for forest resources are estimated at about the same 
level in 1961 as in 1960, some increases are provided in 1961 to carry 
forward the long-range program of the Forest Service for conservation 
and development, including added facilities and services to accommo-
date campers and picnickers. It is expected that these increased 
expenditures will be offset by a decrease in the unusually large 1960 
outlays for fighting forest fires. 

Receipts from the timber, grazing, and mineral resources on these 
public lands are estimated to increase to a total of over $400 million 
in 1961, including revenues from mineral leases on the Outer Conti-
nental Shelf. To obtain a more adequate return for use of federally-
owned resources, legislation is again recommended to revise the fee 
schedule for noncompetitive oil and gas leases on public domain lands. 

In the interest of improving efficiency and providing convenience 
for the non-Federal parties concerned, certain functions with respect 
to land and timber exchanges should be transferred from the Secretary 
of the Interior to the Secretary of Agriculture by legislation embodying 
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the basic provisions of Reorganization Plan No. 1 of 1959, which was 
disapproved by the Congress. In these exchanges, the Government 
obtains non-Federal lands in exchange for national forest lands ad-
ministered by the Secretary of Agriculture or for timber on such lands. 
This legislation is needed to simplify the work relating to these land 
exchanges. 

Each year more of our citizens use and enjoy the national parks. 
Expenditures of $86 million estimated for the National Park Service 
in 1961 for recreational resources will provide for additional urgently 
needed facilities and services for visitors, for maintenance and opera-
tion of the present facilities, and for selective acquisition of lands to 
add to existing park areas. 

Before it is too late we should take steps to preserve, for public 
benefit, part of the remaining undeveloped shore areas. I hope, 
therefore, that the Congress will enact during this session the legisla-
tion proposed in the last session to permit the Secretary of the Interior 
to select and acquire for the national park system three areas which 
would be of national significance because of their outstanding natural 
and scenic features, recreational advantages, and other public values. 

Contract authority is available to finance planned construction of 
parkways, roads, and trails in the national parks and forests and on 
Indian lands during 1961. Beginning in 1962, this construction 
should be financed by direct appropriations, and the budget so con-
templates. 

Recent legislation increased the fee charged to hunters of migratory 
birds and earmarked these revenues for acquisition of lands for 
refuges and nesting areas. In 1961 land acquisitions from these 
revenues will be four times those of the current year. Other proposed 
increases in expenditures for fish and wildlife resources are mainly for 
fishery research. 

LABOR AND WELFARE 
Budget expenditures for labor and welfare programs in the fiscal 

year 1961 are estimated to reach an all-time high of $4.6 billion, of 
which three-fourths will take the form of grants to States and localities. 
The total expenditures are estimated to be $128 million more than 
for the current year. The largest increase is for promotion of public 
health, mainly for research and hospital construction, as a result of 
much larger appropriations by the Congress in previous years. 
Significant increases are also estimated for the support of basic 
research provided by the National Science Foundation and for the 
defense education and public assistance programs of the Department 
of Health, Education, and Welfare. 

Budget expenditures for labor and welfare programs will be more 
than double the amount a decade ago. During the same period, 
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Labor and Welfare: 

BUDGET TOTALS 
[In billions] 

1959 
actual 

Expenditures $4.4 
New obligational authority. . . . 4.2 

trust fund expenditures for 
these programs, including 
social security and unem-
ployment compensation, 
will have quintupled to an 
estimated $16.2 billion in 
1961. 

New obligational au-
thority recommended for 
1961 totals $4.5 billion, 
about lihe same as for 
1960 but $356 million more 
than for 1959. Reduc-
tions from 1960 are rec-
ommended in the grant-in-
aid programs for assistance 
to schools in federally-
affected areas, for hospital 
construction, and for waste 
treatment works construc-
tion. Larger appropria-
tions are proposed for 
other presently authorized 
activities in the fields of 
science, vocational reha-
bilitation , educat ion, 
welfare, and health. In 
addition, a number of new 
programs are recom-
mended to meet impor-
tant national needs, par-
ticularly in the education 
and labor fields. 

In the last several years 
great strides forward have 
been made in the social 
security, welfare, and 
health fields. The Secre-
tary of Health, Educa-
tion, and Welfare is continually reviewing the various programs in 
these fields for the purpose of determining where improvement should 
be made. As needs for improvement are found, appropriate recom-
mendations will be made. 

1960 
estimate 
$4.4 
4.5 

1961 
estimate 
$4.6 
4.5 

LEGISLATIVE PROPOSALS 
1. Authorize financial help for local school construction. 

2. Authorize financial assistance for construction of col-
lege facilities. 

3. Revise programs for aid to schools in federally-affected 
areas. 

4. Remove affidavit requirement from National Defense 
Education Act. 

5. Finance grants for administration of employment 
security system from trust fund. 

6. Widen coverage of unemployment compensation 
system. 

7. Strengthen Welfare and Pension Plan Disclosure Act. 

8. Extend protection of Fair Labor Standards Act to 
additional workers. 

9. Assure equal pay for equal work. 

10. Improve laws governing hours of work and overtime pay on Federal construction projects. 

11. Strengthen authority for air and water pollution con-
trol. 

12. Revise military service reimbursement to railroad 
retirement trust fund. 

Education and research.—Our Nation seeks to foster a climate 
of freedom and creativity in which education, the arts, and funda-
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LABOR AND WELFARE 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency i aew obli-Program or agency 
1959 1960 1961 gational 

actual estimate estimate j authority 
for 1961 

Promotion of education: 
National Science Foundation, science 

education $51 $54 $59 $70 
Department of Health, Education, and 

Welfare: 
Defense education program 78 134 170 171 
Assistance to schools in federally-

affected areas 216 234 207 171 
Vocational education and other 63 67 67 69 

Other, primarily Bureau of Indian 
Affairs 60 60 62 65 

Promotion of science, research, libraries 
and museums: 

National Science Foundation, basic 
research 55 71 101 122 

Department of Commerce: 
Bureau of the Census 23 91 36 29 
National Bureau of Standards and 

other 12 22 33 50 
Other 27 37 50 45 

Labor and manpower: 
Temporary extended unemployment 

compensation 447 — 7 447 
Grants for administration of employ-

ment service and unemployment 
compensation 306 323 311 326 

Other 91 99 124 126 
Promotion of public health: 

National Institutes of Health, research 
grants and activities 265 364 390 400 

Grants for construction of health re-
search facilities 23 26 29 25 

Hospital construction grants 136 144 161 126 136 144 161 126 
Grants for construction of waste treat-

ment facilities 36 45 45 20 
Other 243 271 279 276 

Public assistance 1, 969 2, 056 2, 087 2, 087 
Correctional and penal institutions 39 46 48 57 
Other welfare services: 

39 46 48 57 

School lunch and special milk programs. 218 234 234 225 
Other 61 71 76 79 61 71 

Total 4, 421 4, 441 4, 569 1 4, 538 4, 421 4, 441 4, 569 1 4, 538 

1 Compares with new obligational authority of $4,182 million enacted for 1959 
and $4,543 million (including $22 million in anticipated supplemental appro-
priations) estimated for 1960. 
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mental science can flourish. The Federal Government helps in the 
attainment of these objectives through programs for support of basic 
research, aid to educational institutions, and training assistance to 
individuals in various fields important to the national interest. In 
this budget I recommend increased appropriations for high-priority 
education and research programs and enactment of new legislation to 
authorize additional aids to education. 

I am recommending repeal of the provision of the National Defense 
Education Act that prohibits payments or loans from being made to 
any individual unless he executes an affidavit that he does not believe 
in or belong to any organization that teaches the illegal overthrow of 
the Government. This affidavit requirement is unwarranted and 
justifiably resented by a large part of our educational community 
which feels that it is being singled out for this requirement. 

Education.—Expenditures for the education-aid programs author-
ized by the National Defense Education Act of 1958 will increase 
sharply in 1961. During the current school year more than 100,000 
students from 1,368 colleges, about four times the number of students 
last year, are expected to borrow from college loan funds to which the 
Government makes repayable advances. A supplemental appropria-
tion of nearly $10 million is proposed to enlarge this loan program for 
1960. A small increase in appropriations is recommended for 1961 
pending further experience on the rate at which loans will be made to 
students. Increases are also proposed for fellowships for prospective 
college teachers; for grants to States for science, mathematics, and 
foreign language teaching equipment; for research in the educational 
use of television and other media; for contracts with universities for 
training of counselors and for foreign language training; and for grants 
to States for vocational training in occupations requiring scientific 
skills. 

Appropriations of $70 million are requested for aids to science 
education programs administered by the National Science Foundation, 
an increase of $3 million over the amount provided in 1960. 

The budget includes the same aggregate amount for vocational 
education programs as was appropriated this year, but with shift in 
emphasis. The need for Federal assistance in the vocational educa-
tion programs begun in 1917 for the purpose of stimulating training in 
agriculture, home economics, industrial trades, and distributive occu-
pations is not as great as for promotion of training in new science-age 
skills. Thus as increased funds for training needs in new skills are 
provided under the National Defense Education Act, Federal assist-
ance for the older programs is being reduced by a corresponding 
amount. 

Appropriations recommended for 1961 to assist school districts 
whose enrollment comes partially from children whose parents work 
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or reside on Federal property â re $54 million below those enacted for 
1960 and are in line with requirements under legislation proposed by 
the administration last year. The appropriation recommended for 
these programs is the maximum which I believe should be provided. 
The substantial increase in Federal employment during World War 
II, which led to the enactment of this legislation in 1950, has been 
superseded by a relatively stable Federal establishment. In many 
cases, the presence of Federal installations in the communities adds 
to rather than detracts from the revenue base for the support of 
schools. This is particularly true where parents employed by the 
Government live on private property which is subject to State and 
local taxation even though they earn their income on nontaxable 
Federal property. The proposed legislation would discharge more 
equitably the Federal responsibility in these districts, and its prompt 
enactment by the Congress is recommended. 

The pressing need now is not for aid to federally-affected districts 
on the basis initiated in 1950 but for general aid to help localities 
with limited resources to build public schools. Despite encouraging 
progress in the rate of school construction, many school districts are 
still finding it difficult to avoid overcrowding and double sessions as 
enrollments continue to mount. Moreover, increasing secondary 
school enrollments require facilities which are much more costly than 
elementary school classrooms. Last year the administration recom-
mended legislation authorizing annual Federal advances to local 
school districts to pay up to half the debt service (principal and 
interest) on $3 billion of bonds to be issued in the next five years for 
school construction. This legislation is designed to stimulate, not 
supplant, additional State and local effort. Affirmative action should 
be taken this year on that proposal. 

Congressional approval of the administration's proposals for aid to 
higher educational institutions is also essential. The enrollment 
growth facing colleges and universities from 1960 to 1975 brings a need 
for additional academic, housing, and related educational facilities. 
To help colleges finance the construction required, the administration's 
proposal would authorize Federal guarantees of $1 billion in bonds with 
interest subject to Federal taxation, and would provide Federal grants, 
payable over 20 years, equal to 25% of the principal of $2 billion of 
bonds. This program would provide aid on a much broader basis, 
and result in the construction of much larger total amounts of college 
facilities per dollar of Federal expenditures, than the present more 
limited college housing loan program which should be allowed to 
expire. 

Basic research.—To provide a strong foundation of fundamental 
scientific knowledge for the Nation's future advancement, this budget 
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provides, in various functional categories including major national 
security, expenditures totaling more than $600 million for support of 
basic research in 1961. 

Appropriations of $122 million are recommended for support of basic 
research by the National Science Foundation, an increase of $34 
million over 1960. The total includes $79 million for basic research 
projects and $15 million for grants to universities for modernization 
of graduate level laboratories under a program initiated in 1960. In-
creased support is also provided for scientific work of the Bureau of 
Standards, including funds for two new laboratories, as a first step 
in the construction of completely new facilities for the agency. 

Oceanography.—Federal support of oceanography and related marine 
sciences is being substantially augmented by several agencies under a 
long-range program developed by the Federal Council on Science and 
Technology to strengthen the Nation's effort in this field. This pro-
gram stems from a study undertaken by the National Academy of 
Sciences at the request of several agencies. The expansion of oceano-
graphic research will be undertaken by the Navy, the Departments of 
Commerce and the Interior, and the National Science Foundation. 
Funds are provided for the construction of new vessels and the replace-
ment of obsolete vessels, and for increased support for research by 
private institutions. 

Government statistical services.—Adequate and timely national 
statistical information is essential for recording and appraising the 
performance of the Nation's economy, and for formulating public and 
private policies. Activities planned in various agencies for the fiscal 
year 1961 will help close significant gaps in our statistical information 
and make improvements in current data. Obligations for these pur-
poses in the various functional categories of the budget are estimated 
at $62 million, including $20 million for the decennial census and other 
periodic statistical programs. 

This budget includes funds for tabulating and processing basic 
economic and demographic data collected through the Eighteenth 
Decennial Census, and for the final publication of the results of the 
1958 censuses of business, manufactures, and mineral industries. 
Other recommendations include the initiation of a new series on the 
service trades and the improvement of data on retail trade, on con-
sumer prices, on health, on crop and livestock production, and on State 
and local government finances. 

Labor and manpower.—Last year the administration recom-
mended and the Congress enacted much-needed legislation designed 
to protect workers and the public from racketeering, corruption, and 
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abuse of democratic processes which had been disclosed in the affairs 
of a few labor unions. To assure effective and efficient administration 
of this new law, the budget recommends supplemental appropriations 
in 1960 for the National Labor Relations Board and the newly estab-
lished Bureau of Labor-Management Reports in the Department of 
Labor. Increased appropriations are proposed for both agencies for 
1961. Additional funds needed by the Department of Justice will be 
requested later when requirements can be better determined. 

Appropriations of $326 million are requested in the fiscal year 1961 
for grants to the States to administer the Federal-State employment 
security system with its network of 1,800 offices throughout the 
country. These grants are now financed from an earmarked Federal 
tax and the transactions involved increase both budget receipts and 
expenditures, even though these funds cannot be used for general 
Government purposes. Legislation proposed by the administration 
last year for financing this program through the unemployment trust 
fund should be enacted. Amounts equal to the proceeds from this tax 
could then be placed directly in the trust fund from which the neces-
sary grants could be appropriated and an adequate balance could be 
maintained as a reserve for employment security purposes. The 
administration of the program would then be financed in essentially 
the same way as other major social insurance programs. 

The job placement services and unemployment compensation pay-
ments provided through the State employment security offices are 
important for a smoothly operating free labor market in a growing 
economy. These services and payments provide also for security 
against economic hardship for the work force covered by the system. 
I again urge the enactment of legislation to extend unemployment 
compensation to some 3 million workers, primarily those employed 
in small enterprises. Some States have recently made encouraging 
progress in increasing the duration and level of benefits, but more 
needs to be done and additional States should take these steps. 

Action is needed to strengthen the financial position of the un-
employment compensation system. Although the reserves of most 
States proved adequate in the past recession, a few were and still are 
in a precarious condition. Moreover, reserve funds in most States 
have fallen behind the growth in payrolls during the last decade, and 
in certain States could be inadequate in the event of future economic 
distress. I have asked the Secretary of Labor to make a study of 
this problem and to report to me his conclusions. 

Previously proposed amendments to strengthen the basic authority 
in the Welfare and Pension Plan Disclosure Act should be enacted, 
and the protection of the Fair Labor Standards Act should be extended 
to several million additional workers in accordance with previous 
recommendations. Legislation is likewise again proposed to assure 
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equal pay for equal work, and to strengthen and improve laws gov-
erning hours of work and overtime pay on direct Federal and certain 
federally-aided construction projects. 

Public health.—Advances in medical technology and the spread 
of private health insurance have played important roles in raising 
the level of health services for our rapidly growing population. At 
the same time, the growing demand for better health care has con-
tributed to shortages of facilities, medical and scientific manpower, 
and supporting health workers, as well as to the rising cost of medical 
and hospital services. 

In order to deal effectively with these developments, the Federal 
Government has expanded its public health programs and is actively 
seeking solutions to the Nation's health problems. Expenditures in 
the fiscal year 1961 are estimated to total $904 million, which is $53 
million more than in 1960 and nearly three times the level five years 
earlier. The largest part of the increase is for medical research and 
training of research workers through programs of the National Insti-
tutes of Health, for which the estimated expenditures of $390 million 
in 1961 will be four times as great as five years ago. Expenditures 
for hospital construction grants are estimated at $161 million in 1961, 
a threefold increase during the same period. 

The Department of Health, Education, and Welfare will insist on 
maintaining high standards in determining the acceptability of 
medical research projects for Federal support. As I indicated last 
August in approving the 1960 appropriations for the Department, 
it is essential that Federal grants for these projects be so administered 
that medical manpower is not unduly diverted from other pressing 
needs and that Federal funds are not substituted for funds from 
private sources. The 1960 appropriation of $400 million for the 
National Institutes of Health will not be entirely committed this 
year even with advanced funding of certain training programs. 
I am recommending that 1961 appropriations to the National Insti-
tutes of Health continue at the high level of 1960. 

The recommended appropriation for the Hill-Burton hospital con-
struction program for 1961 is consistent with the levels achieved by 
this program before the 1958 recession. It will assure that sufficient 
new general hospitals can be financed to keep pace with population 
growth, cover current obsolescence rates, and provide for 6,000 new 
beds to reduce the backlog of needs. The remainder of this program, 
covering diagnostic and other special facilities, would approximate the 
1959 and 1960 levels. 

The 1961 appropriation proposed for construction of waste treat-
ment facilities is the same as that requested for 1960. It represents 
the maximum amount which I believe is warranted for a construction 
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program which is and should remain primarily a State and local 
responsibility. 

Larger appropriations are proposed for other health programs where 
present or impending needs create urgent priorities. Emerging health 
problems of increasing seriousness to our population arise from the 
complexities of the environment in which we live. To cope with 
the far-reaching problems of environmental health on a more system-
atic and intensive basis, this budget provides substantial increases 
to the Public Health Service for air pollution, water pollution, and 
radiological health control activities. These increases for radiological 
health, together with the stepped-up activity by the Atomic Energy 
Commission and other agencies, will permit a greatly intensified effort 
by the Federal Government in this field. In order to provide for 
more effective Federal air and water pollution control activities, the 
Secretary of Health, Education, and Welfare will make legislative 
recommendations to strengthen the enforcement provisions of the 
Water Pollution Control Act and to authorize greater Federal leader-
ship in combating air pollution. 

Rapid technological developments in the production, processing, and 
marketing of foods, drugs, and other products likewise underline the 
necessity for more research and action for the protection of the con-
sumer. To meet this need, the budget continues to emphasize an 
orderly expansion of the Food and Drug Administration, expenditures 
for which will be more than double those five years ago. 

Social insurance and other welfare.—The social security 
insurance system now provides basic protection against loss of income 
from death, disability, and retirement to about 85% of our labor 
force. Another 8% are covered under the railroad retirement sys-
tem and other public retirement systems. 

Social security and public assistance.—At the present time 10 million 
of the 16 million people aged 65 and over are receiving monthly old-
age or survivors insurance benefits. This vast insurance system, 
which will pay $11.7 billion in old-age, survivors, and disability bene-
fits to 14.6 million people of all ages in 1961, is administered at a cost 
of about 2% of the social security taxes. 

Our social insurance and public retirement systems provide basic 
protection to the worker and his family. For those who have no such 
protection and whose incomes are insufficient to meet basic needs, the 
Federal Government shares, through grants to the States, in providing 
four categories of public assistance payments. These are (1) old-age 
assistance, (2) aid to the blind, (3) aid to dependent children, and 
(4) aid to the permanently and totally disabled. In 1961, the Federal 
share for payments, made to an estimated monthly average of 5.9 
million beneficiaries, will total an estimated $2.1 billion, or about 58% 
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of the total Federal-State-local public assistance expenditures. This 
contrasts with Federal expenditures of $1.1 billion, representing a 
Federal share of 52%, for payments to 4.9 million individuals in 1950. 

Public assistance has long been recognized as primarily a responsi-
bility of the State and local governments, because need for these 
payments in individual cases can best be determined at the local level. 
I am particularly concerned about the growing Federal share, espe-
cially because it tends to weaken this sense of State and local 
responsibility. 

While we are spending hundreds of millions for aid to the needy, 
there are large gaps in our knowledge of the causes of dependency 
and of the best ways to alleviate or prevent it. I believe that appro-
priations to initiate a program of research and demonstration projects 
designed to identify and alleviate these causes are highly necessary 
and I have so recommended in this budget. 

Military service credits.—It has long been recognized that military 
service should be counted towards the rights of employees under the 
various public retirement programs. Likewise, where employees 
are not required to make payroll contributions during military serv-
ice, the trust funds from which benefits based on such service are 
paid should be reimbursed by the Government. However, the 
Federal Government should not, as required under the Railroad 
Retirement Act, pay more than the true cost of such benefits or pay 
to both the railroad retirement account and to the old-age, survivors, 
and disability insurance trust funds for the same military service 
benefits. 

Accordingly, I repeat my earlier recommendation that the Federal 
Government should reimburse the railroad retirement account only 
for the actual added cost of benefits resulting from military service. 
Pending action on legislation dealing with substantial overpayments 
found by the Comptroller General, no provision is made in this budget 
for further Federal military service payments to either the railroad 
retirement account or the old-age, survivors, and disability insurance 
trust funds. 

Other welfare services.—This budget includes recommended appro-
priations for vocational rehabilitation totaling $72 million for the 
fiscal year 1961, primarily for grants to help the State agencies rehabil-
itate an estimated 93,000 individuals, about 6% more than in 1960. 

Grants to all school systems in the States through the school lunch 
and special milk programs of the Department of Agriculture are esti-
mated at $234 million in 1961, approximately the same as in 1960. 
These programs will provide improved diets for 11.8 million children, 
on the average, in 1961. The 1961 amount is in addition to the com-
modities which are distributed to the schools through the disposal 
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programs classified in this budget under agriculture and agricultural 
resources. 

The health, employment, income, and other needs of the increasing 
number of elderly people in our population can be met only through the 
combined efforts and cooperation of private, local, State, and Federal 
organizations and agencies. The White House Conference on Aging, 
to be held in January 1961, and the State conferences which precede it 
should help point the way toward more productive and satisfying 
living for our aged citizens. 

The realization of our aspirations for a better society in the years 
to come will in large measure depend upon the way in which our 
children and youth are prepared to realize their maximum potential. 
This will be the vital concern of the White House Conference on 
Children and Youth, which will be held in March 1960 and through 
which private and public organizations will endeavor to bring their 
wisest and most expert counsel together on this vitally important 
matter. 

V E T E R A N S S E R V I C E S A N D B E N E F I T S 

Expenditures for veterans programs are estimated to rise by $314 
million to $5.5 billion in 1961, chiefly because of additional pension 
cases and higher pension rates, both authorized by the Veterans' 
Pension Act of 1959. The increase for pensions, amounting to $438 
million, will be partly offset by a decrease of $128 million in readjust-
ment benefit expenditures. 

Programs of the Veterans Administration, providing compensation 
and pension, medical, and readjustment benefits for the Nation's vet-
erans, rank fourth in size among all Government functions in this 
budget. Total expenditures for these programs, as presently author-
ized, will continue to increase in future years as our veterans advance 
in age. The 23 million living veterans, together with the dependents 
and survivors of veterans, comprise a total of 81 million people, a 
considerable proportion of whom are potential recipients of one or 
more types of benefits. 

This country has provided a wide range of benefits and services for 
war veterans and their families to meet needs resulting from military 
service. Disability and death compensation benefits have been pro-
vided for veterans who were injured in the service or for their sur-
vivors. The Servicemen's and Veterans' Survivor Benefits Act of 
1956 improved the death benefit structure both for wartime and 
peacetime servicemen. In 1957, general disability compensation rates 
were increased by 10%, and a still larger increase was enacted in the 
basic rate for the totally disabled. 

A first-rate hospital and medical care program is also being pro-
vided. During the past year a long-range policy for stabilizing the 
Veterans Administration's hospital program at 125,000 beds has been 
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established, and beginning 
with the 1961 budget a 
12-year hospital moderni-
zation program is being 
initiated that will ulti-
mately cost $900 million. 

The 21 million veterans 
who served during World 
War II or the Korean 
conflict were eligible for 
benefits from the highly 
successful readjustment 
programs. For the 16 
million World War II vet-
erans the GI bill provided 
unemployment and self-
employment compensation 
payments to 9.7 million 
veterans; education and training benefits to 8.4 million veterans; and 
loan assistance to 5 million veterans for the acquisition or improve-
ment of homes, farms, and businesses. Except for the loan guar-
antee and direct loan programs, which will terminate on July 25, 
1960, the World War II readjustment benefits have essentially expired. 
Similar readjustment programs, which will continue into 1965 for 
veterans of the Korean conflict, have already provided 2.3 million 
veterans with education and training benefits and 700,000 with loans. 
The special unemployment compensation program for Korean con-
flict veterans which ends in 1961 has aided 1.3 million veterans. No 
further extension or liberalization of these benefits is needed. 

The long-standing veterans pension program also provides special 
assistance to war veterans for needs not arising from military service. 
The Veterans' Pension Act of 1959 was an important step in the 
modernization of the program. It eliminated the disparity in eligi-
bility for pensions between the widows of World War I veterans and 
those of later wars, and provided higher benefits for all persons who 
could demonstrate need under a new sliding scale income test. No 
further liberalization of the laws concerning pensions for non-service-
connected disability is proposed. 

In addition to the special veterans programs, a great majority of 
veterans participate in the general social security, health, and welfare 
programs which are financed wholly or in part by the Federal Gov-
ernment. In the future these general programs will provide with 
increasing adequacy for the economic security needs of our elderly 
population, of which veterans and their widows will constitute a large 
and increasing proportion for several decades. 

Veterans Services and Benefits: 

BUDGET TOTALS 
[In billions] 

1959 1960 
actual estimate 

Expenditures $5.2 $5.2 
New obligational authority 5.1 5.2 

1961 
estimate 
$5.5 
53 

LEGISLATIVE PROPOSAL 
Provide vocational rehabilitation for peacetime ex-service-

men with service-connected disabilities. 
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VETERANS SERVICES AND BENEFITS 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency 
1960 

new obli-
1959 1960 1961 gational 

actual estimate estimate authority 
for 1961 

Readjustment benefits: 
Education and training $574 $445 $316 $286 
Loan guarantee and other benefits 133 115 124 124 
Unemployment compensation 44 8 

Compensation and pensions : 
44 8 

Service-connected compensation 2, 070 2, 071 2, 066 2,066 
Non-service-connected pensions _ __ 1, 153 1, 278 1,716 1, 716 
Burial and other allowances 52 58 58 58 

Hospitals and medical care 875 906 928 933 
Hospital construction 45 60 63 75 
Insurance and servicemen's indemnities._ 35 36 31 49 
Other services and administration.. 193 180 169 168 

Total 5, 174 5, 157 5, 471 i 5, 476 

1 Compares with new obligational authority of $5,125 million enacted for 1959 
and $5,176 million (including $114 million in anticipated supplemental appropria-
tions) estimated for 1960. 

Readjustment benefits.—Readjustment assistance is expected to de-
cline significantly from 1960 to 1961, primarily because of the reduc-
tion in the number of veterans of the Korean conflict participating in 
educational or vocational training programs. An average of 225,000 
veterans will receive training in 1961, compared to 325,000 in 1960 
and 425,000 in 1959. Educational benefits for war orphans, which 
were enacted in 1956, are expected to total over $17 million in 1961. 

Peacetime ex-servicemen are recognized as being in a different 
category from wartime veterans because of the different conditions 
under which they serve. Those who serve in peacetime undergo 
fewer rigors and hazards than their combat comrades. The disruption 
of their educational plans and careers is minimized under peacetime 
selective service procedures. While on active service they now receive 
substantial pay and benefits, and they return to civilian life under more 
favorable conditions after receiving valuable training while in service. 

To discharge its responsibility to peacetime ex-servicemen, the 
Federal Government has provided unemployment compensation, 
employment service and reemployment rights, and service-connected 
disability or death compensation. One additional benefit should be 
added to these in accord with my earlier recommendations: a program 
of vocational rehabilitation for those with substantial service-con-
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nected disabilities. On the other hand, I oppose the establishment of 
special educational and loan guarantee programs for peacetime 
ex-servicemen. Such benefits are not justified because they are not 
supported by the conditions of military service. Moreover, they 
would be directly contrary to the incentives which have been provided 
to encourage capable individuals to make military service a career. 

Compensation and pensions.—Expenditures for compensation for 
service-connected disabilities and deaths will show only a minor 
change in 1961. A reduction in the number of World War I and II 
veterans on the rolls will be offset somewhat by the addition of 
veterans of the Korean conflict and peacetime ex-servicemen. Com-
pensation will be paid for an estimated 2.4 million cases during 1961. 

The net impact of the 1959 law governing non-service-connected 
pensions is to add several hundred thousand new cases to the rolls at 
an estimated additional cost of $284 million in 1961 and an estimated 
cumulative cost of $9 billion during the next 40 years. Expenditures 
are also increasing because of the growing number of World War I 
veterans reaching age 65. Approximately 40% of all World War I 
veterans over 65 are now receiving pensions. An average of 1.9 
million veterans and families of deceased veterans are expected to 
receive pensions in 1961; this is 26% more than in 1960 and 38% more 
than in 1959. 

Hospital and medical services.—The budget includes $928 million of 
expenditures in 1961 for hospital and medical care for veterans. The 
increase of $22 million from 1960 is to continue improvements in the 
staffing and quality of service in the hospitals and to meet the higher 
costs of hospital and medical care generally. Hospital and domiciliary 
care will be provided during the year for an average of 141,250 bene-
ficiaries per day, and a total of 2,300,000 veterans will receive medical 
or dental care for service-connected disabilities in outpatient clinics. 

Hospital construction.—As a first step toward an orderly 12-year 
program for modernization of existing veterans' hospital facilities, an 
appropriation of $75 million is proposed for 1961. Of this total, 
$53 million is for construction of replacement hospitals at Cleveland, 
Ohio (800 beds); Washington, D.C. (700 beds); and Martinez, Calif. 
(500 beds). The remainder is for a large number of modernization 
projects. 

Administration.—The general operating expenses of the Veterans 
Administration are expected to decline approximately 7% in 1961, 
reflecting decreased workloads in loan and educational programs, 
improved administrative procedures particularly in insurance opera-
tions, and the application of modern electronic equipment to record-
ing and paying veterans benefits. 
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I N T E R E S T 

Interest payments are estimated to rise $200 million to $9.6 billion 
in the fiscal year 1961. These payments, almost entirely for interest 
on the public debt, represent 12% of budget expenditures. 

INTEREST 

[Fiscal years. In millions] 

Item 
Budget expenditures Recom-

mended 
new obli-
gational 
authority 
for 1961 

Item 
1959 

actual 
1960 

estimate 
1961 

estimate 

Recom-
mended 

new obli-
gational 
authority 
for 1961 

Interest on public debt__ _ 
Interest on refunds of receipts 
Interest on uninvested funds. _ 

Total 

$7, 593 
70 
9 

$9, 300 
75 
9 

$9, 500 
75 
10 

$9, 500 
75 
10 

Interest on public debt__ _ 
Interest on refunds of receipts 
Interest on uninvested funds. _ 

Total 7, 671 9, 385 9, 585 9, 585 7, 671 9, 385 9, 585 9, 585 

For a year and a half now, market rates of interest have been increas-
ing, reflecting inflationary pressures, the high level of investment 
demands in our economy and heavy Federal borrowing required by 
the 1958 and 1959 budget deficits. The rise in market rates requires 
the Treasury to pay higher interest on securities issued to refinance 
the heavy volume of maturing obligations, which were issued when 
interest rates were lower. 

It is imperative that the Congress lift the present legal ceiling of 
4}i% on interest rates on all Government obligations having maturities 
of more than five years. Otherwise, interest payments could rise even 
more sharply. The current interest rate on shorter term securities is 
now higher than on long-term bonds, and the continued need to limit 
financing to the short-term market tends to raise interest rates more 
than if the financing could be spread over both the short- and long-
term markets. 

G E N E R A L G O V E R N M E N T 

Expenditures for general government activities are estimated to rise 
by $200 million to $1.9 billion in the fiscal year 1961, primarily because 
of increased construction of Government buildings and a new appro-
priation to the civil service retirement fund required by law. 
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Federal financial man-
agement.—There is grow-
ing evidence that a con-
siderable amount of reve-
nue is lost annually to the 
Government because of 
the failure of some indi-
viduals and businesses to 
report fully the income 
which they have received. 
The existence of such a 
condition seriously weak-
ens the integrity of our 
tax system, and places an 
unfair share of the total 
tax burden upon the vast 
majority of citizens who 
conscientiously report all 
of their taxable income. 
This budget includes an 
increase of $29 million for 
the Internal Revenue 
Service, primarily to 
strengthen its enforcement 
programs, including initia-
tion of an electronic com-
puter system. I urge its 
approval as the first step 
in a long-range plan to 
prevent this revenue loss. 
The additional costs should 
be recovered many times 
through increased tax col-
lections in later years. 

General property and rec-
ords management.—The ef-
ficient and economical operation of many Federal agencies is hindered 
by inadequate office space, much of which is rented. Accordingly, 
new obligational authority of $185 million is recommended for fiscal 
year 1961 for the planning and construction of additional general 
office space. Although no funds for such construction were appropri-
ated for 1960, expenditures will rise in 1961 as outlays for new con-
struction are added to those for construction initiated in prior years. 

General Government: 

BUDGET TOTALS 
[In billions] 

1959 I960 1961 
actual estimate estimate 

Expenditures $1.6 $1.7 $1.9 
New obligational authority. . . 1.8 1.6 1.9 

LEGISLATIVE PROPOSALS 
1. Establish policy for financing civil service retirement. 
2. Charge civil service benefits for certain widows and 

retired employees to trust fund after 1961. 
3. Make 1958 salary increase for Post Office field person-

nel permanent. 
4. Revise laws to reflect admission of State of Hawaii. 
5. Provide home rule for District of Columbia. 
6. Create transportation corporation for National Capital 

area. 
7. Authorize nonvoting resident commissioners for Guam 

and Virgin Islands. 
8. Amend immigration and nationality laws. 
9. Include goal of price stability in Employment Act. 

10. Enact civil rights legislation. 
11. Create additional Federal judgeships. 
12. Strengthen laws against organized crime. 
13. Increase authorization for Commission on Inter-

national Rules of Judicial Procedure. 
14. Reimburse citizens for certain World War II property 

damage. 
15. Authorize civilian achievement awards. 
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GENERAL GOVERNMENT 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-
1959 1960 1961 gational 

actual estimate estimate authority 
for 1961 

Legislative functions $102 $121 $146 $95 
Judicial functions 47 50 53 53 
Executive direction and management 12 13 14 14 
Federal financial management 566 560 591 595 
General property and records management- 291 384 432 469 
Central personnel management and em-

ployment costs. _ 205 198 251 251 
Civilian weather services 46 52 58 63 
Protective services and alien control 216 218 229 230 
Territories and possessions, and the 

District of Columbia 89 96 126 124 
Other general government 30 20 12 15 

Total 1, 606 1,711 1, 911 1 1, 910 

1 Compares with new obligational authority of $1,795 million enacted for 1959 
and $1,645 million (including $7 million in anticipated supplemental appropria-
tions) estimated for 1960. 

In addition, the estimate for the legislative functions includes increased 
expenditures for a new office building for the House of Representatives. 

The General Services Administration, in collaboration with other 
agencies, has developed a new program for improved use of excess 
personal property by Federal agencies, and faster, more efficient dis-
posal of surplus property. This involves more effective screening of 
such property and simplifying the procedures under which agencies 
are advised of its availability for other uses. 

Central personnel management.—The Civil Service Commission and 
the Bureau of the Budget have recently recommended a long-range 
policy on financing the civil service retirement system. I hope the 
Congress will speedily enact these recommendations, which would as-
sure continued availability in the fund of the full amount of the net 
accumulations from employee contributions and establish a definite 
basis for meeting the Government's share of the costs consistent with 
the principle that its full faith and credit support the authorized 
benefits. 

A new appropriation of $46 million for payments to the civil service 
retirement fund is requested for 1961 to finance the costs of new or 
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increased benefits enacted in 1958 for certain widows or widowers of 
former Federal employees and for certain retired employees. The law 
provides that these particular benefits cannot be continued after July 
1, 1960, unless such an appropriation is made. Recipients of these 
benefits should enjoy the same assurance of uninterrupted payment 
as do other annuitants of the civil service retirement system, and the 
Federal liability in their case is not different from that for other bene-
fits under this program. Accordingly, I recommend that the Congress 
consider, in connection with the legislation referred to in the preceding 
paragraph, authorizing the civil service retirement and disability fund 
to bear the future cost of these particular benefits without a specific 
appropriation. 

The budget provides approximately $120 million to pay the Govern-
ment's share of the Federal Employees Health Benefits Act of 1959, 
which becomes effective in the fiscal year 1961, and which will provide 
opportunity for approximately 2 million employees and 2.4 million 
dependents to have reasonable protection against the cost of both 
basic and major health care. This program will add substantially 
to employee fringe benefits, which in the aggregate now compare very 
favorably with those provided to employees in private industry. 

In 1958 immediately following enactment of a 10% general salary 
increase for Federal civilian employees, I proposed to the Congress a 
review of all compensation systems in the three branches of the Federal 
Government, directed toward adoption of an equitable employee com-
pensation policy. This recommendation was renewed in my budget 
message for the 1960 fiscal year. 

It has been more than 30 years since a thorough-going review has 
been made of the manner in which the Federal Government compen-
sates its employees. There are now dozens of pay plans in the execu-
tive branch alone. Review and coordination of the excessive number 
of pay plans now in existence are the most effective means of removing 
inequities which adversely affect the Government's ability to recruit 
and retain qualified personnel in some fields. Continued patching of 
individual Federal salary systems is not satisfactory as a substitute 
for a comprehensive Federal pay policy, which should be developed 
either by authorizing a Joint Commission such as I proposed or by 
some other equally effective means. Pending development and adop-
tion of such a comprehensive policy, a general pay raise would be 
unwarranted, unfair to the taxpayers of the United States, and in-
equitable as among employees compensated under different and unre-
lated pay systems. 

The budget estimates for the Post Office Department assume 
legislative action to continue that part of the 1958 salary increase for 
postal field service employees which expires on January 20, 1961. 
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Civilian weather services.—Appropriations totaling $63 million are 
recommended for the fiscal year 1961 for the Weather Bureau. The 
$12 million increase over the amounts enacted for 1960 will permit 
expanded research, weather observation, and forecasting services. 
These improvements are necessary primarily to keep pace with 
advances in air traffic controls. Research projects include intensive 
investigation of hurricanes and tornadoes, and the development of a 
semiautomatic system for the collection and analysis of weather data. 

Hawaii.—Our Union was greatly strengthened in 1959 by the 
admission of the States of Alaska and Hawaii. As in the case of 
Alaska, comprehensive legislation will be necessary to enable Hawaii 
to take its place as the equal of the other 49 States. Recommenda-
tions will be transmitted to the Congress concerning those changes 
needed in Federal laws in order to bring Hawaii under the same 
general laws, rules, and policies as are applicable to the other States. 

Territories, Possessions, and District of Columbia.—Completion of 
action on statehood for Alaska and Hawaii makes it all the more 
urgent that legislation to provide home rule for the District of Co-
lumbia be enacted without delay. Both equity and efficiency require 
that the people of the Nation's Capital be given a voice in their own 
local government and that the role of the Federal Government be 
limited to matters of Federal concern. 

Legislation will shortly be proposed to the Congress to establish 
a Government corporation to develop an improved mass transporta-
tion system in the National Capital metropolitan area, pending 
creation of an interstate agency to assume this responsibility. 

To foster further development of democratic institutions and in 
keeping with the growth of local self-government, action should be 
taken to authorize the Virgin Islands and Guam to be represented in 
the Congress through nonvoting resident commissioners. 

Intergovernmental relations.—There are many problems requiring 
attention of the recently established Advisory Commission on Inter-
governmental Relations. Foremost among these are the problems 
of allocation of tax sources among various levels of government and 
rapid growth of metropolitan areas. 

An aspect of intergovernmental relations requiring attention in 
both the legislative and executive branches involves a series of court 
decisions permitting local taxation of federally-owned property in 
the hands of contractors and leaseholders. This matter should be 
resolved in the context of the broader subject of Federal payments 
in lieu of taxes. 
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Other recommendations.—Legislation enacted in the last session of 
Congress to amend the immigration and nationality laws failed to 
cover several significant proposals, including modification of the quota 
system. Prompt action is needed on these remaining items. 

To strengthen the Government's hand in restraining inflationary 
forces, I urge that the Employment Act of 1946 be amended to make 
reasonable price stability an explicit goal of Federal economic policy, 
coordinate with the goals of maximum production, employment, and 
purchasing power now specified in that Act. 

I urge the Congress to enact the remaining six points of the civil 
rights program that I recommended last year. The Civil Rights 
Commission, extended for an additional two years by the last session 
of Congress, continues its important work and has developed addi-
tional constructive recommendations, particularly for protecting the 
right of every citizen to vote. I hope these recommendations will 
also be earnestly considered by the Congress. 

I also recommend that the Congress create additional Federal judge-
ships, as proposed by the Judicial Conference, and strengthen Federal 
laws against organized crime. 

Legislation will be submitted to increase the authorization for 
appropriations for the Commission on International Rules of Judicial 
Procedure in order that it may complete its work successfully. 

It is important that legislation now before the Congress be enacted 
to provide reimbursement to Americans for certain property damage 
in Europe and the Far East during World War II for which com-
pensation has not previously been authorized. 

I again recommend that a system be devised for suitable recognition 
in the United States for distinguished achievement in various fields of 
endeavor. 

IMPROVEMENTS IN BUDGETING, ORGANIZATION, 
AND MANAGEMENT 

The decisions made by Government are vital to so many aspects of 
our national life that improvement of the procedures through which 
these decisions are made should be a continuing major goal. A sub-
stantial number of important specific steps can and should be taken 
to improve these practices. 

Revisions in authorization and appropriation procedure.—Contract 
authority and authorizations to spend from debt receipts in basic 
legislation outside the appropriation process are generally inconsistent 
with sound standards of budget practice. The recommendations being 
placed before the Congress in this budget are based upon the principle 
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Budget and Organization Improvement: 

2. Authorize the item veto for appropriation bills. 

1. Simplify congressional appropriation authorization 
procedures for continuing programs. 

LEGISLATIVE PROPOSALS 

that authority to make 
budget obligations and 
expenditures, whether fi-
nanced from receipts or 
borrowing, should be 
granted by the Congress 
only in appropriation acts. 

4. Establish revolving funds for certain business-type 
activities. 

6. Remove time limitation from Reorganization Act. 

3. Extend appropriation control over use of foreign 
currencies by Government agencies. 

5. Revise and extend coverage of Government Corpora-
tion Control Act. 

The Congress has shown 
a growing tendency to 
require the annual enact-
ment of authorizing legis-
lation before appropria-
tions may be made. 
Space programs, some 
mutual security programs, 
military and atomic 
energy construction in this 

budget, and much of defense procurement beginning in fiscal 1962, 
will require separate authorizations before appropriations can be con-
sidered. Under this procedure these programs receive a duplicating 
review each year. At the same time the value of legislative consider-
ation and expression of long-range program objectives and amounts 
is largely lost, and agency personnel devote an inordinate amount of 
time to the congressional process at the expense of effective adminis-
tration of the continuing program. I hope the Congress will find it 
possible generally to make authorizing legislation cover program 
requirements for longer periods of time. 

In the interest of good government, methods to expedite the 
authorization and appropriation processes should be found. In order 
to facilitate early consideration, and also to show the Government pro-
gram more fully, this budget includes specific proposed appropria-
tions for a number of programs for which authorizing legislation must 
also be renewed. In most of these cases, proposals for such legislation 
will be submitted in a very short time. This procedure should be an 
improvement over the past practice of delaying submission of detailed 
estimates until the renewing legislation has been enacted. 

Before the executive budget is presented to Congress annually, the 
most careful consideration is given to the relationships of spending to 
receipts and borrowing, and to relative priorities of various programs. 
When the budget reaches the Congress, however, its consideration 
is usually fragmented because of the distribution of responsibilities 
among the various committees and subcommittees. I believe that the 
Congress should find means by which it can more effectively examine 
the budget as a whole and base its actions on the overall fiscal situation. 
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Provision for item veto.—In passing the Alaska and Hawaii state-
hood acts, the Congress again recognized the value of an item veto by 
a chief executive by approving provision for its use in their State 
constitutions. Forty-one State Governors now have item veto 
authority. Many Presidents have recommended it, but the Congress 
has not yet granted the President of the United States that power. 
I again recommend it. 

Control of foreign currencies.—The Government receives from its 
operations considerable quantities of foreign currencies each year. 
Much of this currency is earmarked for grants to and loans in the 
country concerned, and some is available for programs of the U.S. 
Government. In many countries the currencies available to us are 
needed for conducting normal U.S. operations, yet such use is pre-
vented in some cases by statutes or by the international agreements 
under which the currencies are received. 

As a result of a detailed study, this budget includes provisions to 
bring under budget and appropriation controls all foreign currencies 
available for U.S. agency operations which are received from the 
sale of surplus agricultural commodities. This change will not alter 
total appropriations or expenditures, but will increase those of the 
agencies using the currencies and decrease those of the Commodity 
Credit Corporation. Accordingly, I intend that no more allocations 
be made for uncontrolled use after the current fiscal year except for 
country grants and loans committed in international agreements, and 
I recommend that at an appropriate time the Congress remove from 
the laws the provisions which permit uncontrolled use for other 
purposes. I am also instructing that in future negotiations of inter-
national agreements we endeavor to avoid restrictions which would 
limit our ability to apply normal budget and appropriation controls to 
the use of those currencies which are earmarked for U.S. agency 
operations. 

Improved funding for public enterprises.—Major business-type 
activities of the Government should, with few exceptions, operate on 
a self-sustaining basis. Their budgets and accounts should permit 
ready comparison of their expenses and revenues. They should have 
simplicity in their financing structure and the flexibility in expendi-
tures necessary to meet unforeseen business conditions, but should be 
expected to keep their obligations and expenditures within the re-
sources provided by Congress for that purpose, and should be subject 
to annual review and control by the Congress. Accordingly, I rec-
ommend that the Rural Electrification Administration, the Farmers 
Home Administration, the Bureau of Reclamation, the power-
marketing agencies of the Department of the Interior, and the loan 
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guarantee programs of the Veterans Administration be financed 
through revolving funds. Similar recommendations may be made 
in due time for other business-type activities. 

Legislation is again being recommended to bring under budget 
review the activities of those few Government corporations which 
are now exempt from such review, but possess authority to draw 
money from the Treasury or to commit the Treasury for future 
expenditures. This can best be done by including them under the 
budget provisions of the Government Corporation Control Act. 

Revision of budget presentation.—In this budget more than half of 
the 626 appropriation accounts of the executive branch have been 
presented on a cost basis. The remaining appropriations, including 
those for the Department of Defense, will be converted to this basis 
as soon as possible. This budget also provides for accrued expendi-
ture limitations for 12 appropriations, in accordance with legislation 
enacted in 1958. Such limitations are recommended to permit closer 
congressional control over annual expenditures. 

The customary totals of budget receipts and budget expenditures 
are distorted by the inclusion in both of interest and other payments 
by public enterprise funds to the general fund of the Treasury. Such 
interfund payments amounted to $355 million in the fiscal year 1959, 
and are estimated at $737 million for 1960 and $779 million for 1961. 
While this duplication does not affect the amount of the budget 
surplus or deficit, it does overstate the size of the budget receipts 
and expenditures. To correct this it is planned that such amounts, 
while still shown within the figures for the affected agencies, will be 
eliminated from budget totals in financial statements on Government 
operations beginning with the fiscal year 1961. I also plan to present 
the 1962 budget so as to remove this duplication. However, in order 
to preserve full comparability with previous budgets, no such adjust-
ments are shown in the amounts in this document. If adjustments 
had been made, the net totals would appear as follows: 

ADJUSTED BUDGET TOTALS, EXCLUDING INTERFUND PAYMENTS 
[Fiscal years. In billions] 

1959 1960 1961 
actual estimate estimate 

Budget receipts 
Budget expenditures. 

$67. 9 $77. 9 $83. 2 
80.3 77.7 79.0 

Budget deficit. 
Budget surplus. 

12. 4 
.2 4. 2 
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Strengthening of organization and management.—From the beginning 
of this administration I have placed emphasis on obtaining the best 
possible executive ability in the administration of the widespread and 
diverse activities of the Federal Government and on providing the 
best organizational structure in which officials can carry out their 
responsibilities. This continued emphasis is essential not only to 
operate the complex machinery of government effectively, but also to 
meet the constant flow of new problems of organization and man-
agement. 

In recent years several major organizational improvements have 
been made, including the establishment of the Department of Health, 
Education, and Welfare, the Federal Aviation Agency, and the Na-
tional Aeronautics and Space Administration, as well as new organiza-
tional structures for defense programs and for civilian and defense 
mobilization activities. The many actions taken on recommendations 
of the two Hoover Commissions have also resulted in more efficient 
administration. 

The Reorganization Act of 1949, as amended, under which numerous 
executive agencies and functions have been reorganized, contains a 
limitation of June 1, 1959, for the transmittal of reorganization plans 
by the President to the Congress. Accordingly, this authority is not 
now available. I urgently recommend that this cutoff date be re-
moved in order to permit continued use of that act by me and by my 
successor in improving the management and organization of the 
executive branch. 

The search for better management and operations is a never-ending 
process. Like all large organizations, the Federal Government con-
tinues to have management problems. For example, property man-
agement offers an enormous challenge, and in the past year greater 
attention has been focused on it. Application of new data-processing 
techniques to Government operations is under constant study. The 
Post Office Department is improving its operations by installing 
modern methods of mail handling and transportation. The Treasury 
Department is using up-to-date data-processing equipment to achieve 
more effective administration of disbursements and revenue collec-
tion. These are but a few of many examples, and this budget pro-
vides for further improvements. 

At my request, the heads of all Government agencies will give 
renewed emphasis to the review of management procedures and oper-
ating activities to make sure that the most modern methods, tech-
niques, and equipment are in use. All agency heads have been 
encouraged to continue to search for the best practices in other 
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Government agencies, in business, or in industry, to apply them in 
their own agencies to the extent possible during the term of this 
administration, and to leave to their successors a legacy of plans for 
further improvement. 

The plans presented in this budget meet the Nation's immediate 
needs and will support continuing sound economic growth in the 
future. The achievement of these plans, however, will in the last 
analysis depend on the people themselves. 

I believe our people have the determination to hold expenditures in 
check, to pay their own way without borrowing from their children, 
to choose wisely among priorities, and to match sound public policy 
with private initiative. It is that determination which is the key to 
continued progress and sound growth with security. It is that deter-
mination which reinforces the recommendations I have made. 

D W I G H T D . EISENHOWER. 
JANUARY 18, 1 9 6 0 . 
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BUDGET MESSAGE OF THE PRESIDENT 
To the Congress of the United States: 

For the fiscal year 1962 I send you budget and legislative proposals 
which will meet the essential domestic needs of the Nation, provide for 
the national defense, and at the same time preserve the integrity and 
strength of our Federal Government's finances. 

With this budget, I leave to the new administration and the Con-
gress a progressive and workable financial plan which recognizes 
national priorities and which reflects my confidence in the strength 
of our economy now and in the years to come. 

A budget surplus was achieved in the fiscal year which ended on 
June 30, 1960. A narrowly balanced budget is anticipated for fiscal 
year 1961. The recommendations in this budget provide for still 
another balanced budget, with a surplus, in fiscal year 1962. The 
achievement of balanced budgets this year and in the coming fiscal 
year will help foster noninflationary prosperity at home and strengthen 
confidence in the dollar abroad. 

Despite the persistence of hardship in some local areas, economic 
activity continues at a high level. It is imperative for the extension 
of economic growth at a high and sustainable rate that the budget 
be kept balanced and that we act responsibly in financial matters. 

For 1962 the budget estimates reflect expected gains in the national 
economy and provide for carrying programs forward in an efficient 
and orderly manner. The estimates also reflect, as in previous years, 
the budgetary effects of proposed changes in legislation, including the 
cost of certain new programs. Most of the legislative proposals have 
been previously recommended. I again urge their enactment. 

In total and in its parts, this budget embodies a sensible and for-
ward-looking plan of action for the Government. In brief, it provides 
for: 

1. Increasing our own military capabilities and promoting increased 
strength in other free world forces; 

2. Advancing activities important to economic growth and domestic 
welfare; 

3. Continuing assistance to the less-developed nations of the world 
whose peoples are striving to improve their standards of living; 

4. Increasing support for scientific activities in outer space; 
5. Achieving savings by making desirable modifications in existing 

programs and by charging users the costs of special benefits received 
by them; and 

6. Continuing present tax rates to maintain the revenues needed 
for a sound fiscal plan. 

M5 
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The policies and proposals in this budget will enable us to meet 
fully our national and international responsibilities and to promote 
real and sustainable national progress. 

GENERAL BUDGET POLICY 

This budget, like each of the seven which I have previously sent 
to the Congress, reflects the conviction that military strength and 
domestic advancement must be based on a sound economy, and that 
fiscal integrity is essential to the responsible conduct of governmental 
affairs. A surplus in good times, as provided in this budget, helps 
make up the deficits which inevitably occur during periods of reces-
sion. To ignore these principles is to undermine our strength as a 
Nation through deficits, unmanageable debt, and the resulting infla-
tion and cheapening of our currency. 

An 8-year effort has been made by this administration to stabilize 
the purchasing power of the dollar. This effort, which was a neces-
sary undertaking in view of the heavy depreciation of the dollars 
purchasing power following World War II, has had a large measure of 
success, but the problem of maintaining reasonable price stability 
will require close and continuing attention in the future. 

Our national economy is strong and our national welfare continues 
to advance. Despite a leveling out in economic activity during the 
latter part of the calendar year just ended, the total market value of 
all goods and services produced in our country in the calendar year 
1960 increased by approximately $20 billion over the preceding year 

and crossed the half-
trillion-dollar mark for the 
first time in our history. 
Personal incomes increased 
more than 5 % over 1959, 
the previous record high. 
The Economic Keport will 
describe the trends which 
indicate that further sub-
stantial increases can be 
expected during the calen-
dar year 1961, carrying 
the gross national product 
and personal incomes to 
new highs. 

The budgetary outlook 
for the future reinforces 
the need for self-discipline 
in meeting current na-
tional demands. Over the 
next 10 years and beyond, 

B U D G E T T O T A L S 

[Fiscal years. In billions] 

I960 
actual 

1961 
estimate 

1962 
estimate 

Budget receipts $77.8 $79.0 $82.3 
Budget expenditures 76.5 78.9 80.9 

Budget surplus (avail-
able for debt retire-
ment) 1.2 .1 1.5 

New obligational authority. 79.6 82.1 80.9 

Public debt at end of year.. 286.3 284.9 283.4 
Note.—Receipts and expenditures on new basis, which eliminates 

interfund transactions amounting to $0.7 billion for each of the 3 years 
shown. 
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we will be faced with the consequences of many commitments under 
present laws for nondefense expenditures, in addition to the heavy 
military burden we must continue to bear. 

We can confidently expect that a growing economy will help pay 
for these commitments. As the labor force grows and employment 
expands, as business discovers new techniques of production and 
invests in a larger and more efficient productive base, the national 
output and income will grow, and with them our ability to finance 
needed public services. But our resources will not be unlimited. 
New and expanded Federal programs being urged by special groups 
are frequently appealing, but, added to existing commitments, they 
threaten to swell expenditures beyond the available resources. 

The Federal Government cannot reasonably satisfy all demands at 
the same time. We must proceed first to meet those which are most 
pressing, and find economies to help pay their costs by reappraising 
old programs in the light of emerging priorities. We must encourage 
States and localities to increase further their participation in programs 
for meeting the needs of their citizens. And we must preserve and 
strengthen the environment in which individual initiative and respon-
sibility can make their maximum contribution. 

Our unsatisfactory balance of international payments provides 
another compelling reason for pursuing sound financial policies. The 
relationship between our budgetary actions and the balance of pay-
ments needs to be carefully examined to assure a minimum adverse 
effect. Whether the dollar will continue to enjoy high prestige and 
confidence in the international financial community will depend on 
the containment of inflation at home and on the exercise of wise 
restraint and selectivity in our expenditures abroad. 

The need for concern about our spending abroad is not strange or 
surprising. It results from the recovery, profoundly desired and 
deliberately encouraged by our country, of the major centers of pro-
duction in Western Europe and Japan following the devastation and 
disruption caused by war. To reflect this developing state of affairs, 
changes are now required in some policies established in earlier years. 
Therefore, I have prescribed certain actions in international trans-
actions under direct governmental control and others are under study. 
Such measures, combined with proper financial prudence in the 
handling of domestic affairs and strong export promotion, should 
significantly improve our balance of payments. 

In summary, if we plan wisely and allocate our resources carefully, 
we can have both public and private advancement. Sound fiscal 
policies and balanced budgets will sustain sound economic growth and, 
eventually, will make possible a reduced tax burden. At the same 
time, we can have necessary improvements in Federal programs to 
meet the demands of an ever-changing world. If, however, we 
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deliberately run the Government by credit cards, improvidently 
spending today at the expense of tomorrow, we will break faith with 
the American people and their children, and with those joined with 
us in freedom throughout the world. 

BUDGET TOTALS—1961 

Current estimates indicate a close balance in the 1961 budget. 
On the newly adopted basis of excluding interfund transactions, 
expenditures are estimated at $78.9 billion and receipts at $79.0 bil-
lion, resulting in a budget surplus of $0.1 billion. The revenue esti-
mate reflects a justifiably optimistic view as to the course of our 
economy, based on circumstances described in my Economic Report. 

Last January, I proposed a budget for 1961 that showed a surplus 
of $4.2 billion. The enactment by the Congress of unrecommended 
expenditures and the unwillingness of the Congress to increase postal 
rates reduced this prospect by approximately $2 billion. In the mean-
time, lower corporate profits have materially reduced our expectation 
of tax collections from this source. 

The small surplus of $79 million currently estimated for 1961 takes 
into account an assumption that postal rates will be increased not 
later than April 1, 1961. 

Despite the congressional increases in the budget last year, the pres-
ent estimate of $78.9 billion for 1961 expenditures is about $900 million 
less than the figure of $79.8 billion which appeared in the budget a 
year ago. The apparent reduction results from (1) the elimination, as 
announced in last year's budget, of certain interfund transactions 
totaling $0.7 billion from the current estimate of expenditures and 
(2) the shift of employment security grants of $0.3 billion to trust 
fund financing as provided by law. As explained elsewhere in this 
budget, these changes affect receipts as well as expenditures and do 
not affect the surplus. 

Apart from these accounting adjustments, the increases and de-
creases from last year's estimate of 1961 expenditures are approx-
imately offsetting. 

Major increases from the original budget include $766 million for 
Federal employee pay raises; $554 million in losses of the postal serv-
ice because rates were not increased as proposed; $269 million for 
defense programs; $188 million for health, education, and welfare 
activities; and $164 million for civil space activities. 

Major decreases from the original estimates include $600 million 
for interest on the public debt; $496 million for the activities of the 
Commodity Credit Corporation; $311 million for veterans compen-
sation, pensions, and readjustment benefits; $93 million for the Export-
Import Bank; and $50 million for military assistance. In addition, a 
reduction of $160 million is estimated under the proposal to reduce the 
postal deficit in 1961 by increasing postal rates effective April 1. 
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Other reductions, including a normal downward revision in the allow-
ance for contingencies, total $210 million. 

BUDGET TOTALS—1962 

For the fiscal year 1962, my recommendations provide for $82.3 
billion in budget receipts and $80.9 billion in budget expenditures. 
The resulting budgetary surplus of $1.5 billion will permit another 
modest payment on the public debt. 

The estimate of receipts in 1962 is $3.3 billion higher than the cur-
rent estimate for 1961, and $4.6 billion more than the receipts actually 
collected in 1960. Expenditures are also increasing, from a total of 
$76.5 billion in 1960 to $78.9 billion currently estimated for 1961 and 
$80.9 billion proposed for 1962. 

Budget expenditures.—The increase of $1.9 billion in estimated 
expenditures between 1961 and 1962 reflects several factors which are 
worthy of special note. 

First, outlays for our Nation's defenses are estimated to rise by 
$1.4 billion in 1962 to a total of $42.9 billion. Much of this increase 
reflects continued emphasis on certain expanding defense programs, 
such as Polaris submarines, the Minuteman missile, the B-70 long-
range bomber, a strengthened airborne alert capability, airlift moderni-
zation, and modernization of Army equipment. These improvements 
are for the purpose of keeping our military might the strongest in the 
world. 

Second, the budget provides for substantial continuing efforts to 
support the cause of freedom through the mutual security program. 

PURPOSES OF BUDGET EXPENDITURES 
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Expenditures for this program in 1962 are estimated at $3.6 billion, 
an increase of $250 million over 1961. 

Third, civil space vehicles and space exploration will require $965 
million in 1962, up $195 million from 1961, and $564 million more 
than in 1960. In total, the recommendations in this budget provide 
for $9.4 billion in expenditures in 1962 for carrying forward research 
and development efforts, of which $7.4 billion is for major national 
security purposes. The total represents an increase of $770 million 
over 1961. As part of the overall research and development effort, 
increasing Federal support for basic research is being provided. 
This budget includes $1 billion for the conduct and support of basic 
research in universities, industrial establishments, Government lab-
oratories, and other centers of research. 

Fourth, increases in expenditures are proposed for certain activities 
important to domestic well-being and to the future development of 
our Nation. These include, among others, broadening medical care 
for the aged; making major improvements in transportation programs; 
continuing development of our natural resources at a new record level 
of expenditures; improving our health and welfare programs; pro-
viding assistance for construction of elementary and secondary schools 
and college facilities; assisting areas of substantial and persistent un-
employment; and fostering rural development. Expenditures in 1962 
for labor, education, health, welfare, community development, trans-
portation aids and services, and conservation of natural resources are 
estimated to total $8.6 billion, an increase of $627 million over 1961. 

To some extent these recommended budget increases are offset by 
proposed reductions which can be effected in existing programs 
through improved operations and through changes in present laws. 
These reductions result from a continuous search for ways to restrain 
unnecessary expenditures in going activities, to recognize real priorities 
of need, and to assure that Federal programs are carried out in an 
efficient manner. 

Savings are proposed and can be achieved through modification of 
activities which, in their existing form, require a disproportionate or 
wasteful expenditure of Federal funds. For example, States, localities, 
and other non-Federal interests should assume a greater share of the 
costs of urban renewal, local flood protection, and the building and 
operating of schools in federally affected areas. The Congress should 
act on proposals to encourage nongovernmental financing, and reduce 
reliance on direct Federal financing, in such activities as home loans 
for veterans and for military personnel, and the expansion of rural 
electrification and telephone systems. Certain grants and benefits 
should also be reviewed and revised, including those for agricultural 
conservation, civil airport construction, airline subsidies, housing aids 
no longer needed for readjustment of World War II veterans, and 
agricultural price supports, particularly for wheat. 
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Benefits to the general 
taxpayer are also proposed 
in the coming fiscal year 
and later years through 
the enactment of measures 
to charge users for special 
services which they derive 
from particular Govern-
ment activities. Among 
these are proposals to elim-
inate the postal deficit and 
to provide more adequate 
taxes on aviation and high-
way fuels. 

Budget receipts.-—Es-
timated budget receipts 
of $82.3 billion in 1962 are 
based on an outlook for 
higher production, em-
ployment, and income as the calendar year 1961 progresses. The 
accompanying table shows the sources of budget receipts for the 
fiscal years 1960, 1961, and 1962. 

BUDGET RECEIPTS 

(See special analysis B in part IV of this document) 

[Fiscal years. In billions] 

Source 1960 1961 1962 
actual estimate estimate 

Individual income taxes. $40.7 $43.3 $45.5 
Corporation income taxes 21.5 20.4 20.9 
Excise taxes 9.1 9 .3 9 . 7 
All other receipts 7.1 6 .7 6 .9 

Total 78.5 79.7 83.0 
Deduct interfund transactions (included in both receipts and expendi-

78.5 79.7 83.0 

tures) .7 .7 .7 .7 .7 

Budget receipts 77.8 79.0 82.3 

Extension of present tax rates.—It is necessary to extend for another 
year the present tax rates on corporation income and the excise 
taxes which are scheduled for reduction or termination on July 1, 
1961. The excise tax rates scheduled for reduction include those on 
distilled spirits, beer, wines, cigarettes, passenger automobiles, 

Budget Receipts: 

LEGISLATIVE PROPOSALS 

1. Extend corporate and excise tax rates scheduled for 
reduction or termination July 1, 1961. 

2. Establish adequate fees and charges for special services 
or benefits. 

3. Raise highway fuel tax to 4}£ cents per gallon and 
repeal the pending diversion of excise taxes from 
the general fund. 

4. Tax aviation fuels at 4% cents per gallon and credit the 
receipts to the general fund. 

5. Provide equitable taxation of cooperatives. 
6. Revise tax on gains from sale of depreciable personal 

property. 
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automobile parts and accessories, and transportation of persons; 
the 10% tax on general telephone service is scheduled to expire. Unless 
these tax rates are extended, the Federal Government will lose an 
estimated $2.6 billion in revenues in 1962, and $3.7 billion on a full 
annual basis. 

Changes in fees and charges.—In the conduct of certain of its activ-
ities, the Government provides special services, sells products, and 
leases federally owned resources, which convey to the recipients 
benefits above and beyond those which accrue to the public at large. 
In fairness to the general taxpayer, the cost of these services or the 
fair market value of the products and resources which are transferred 
to private use should be recovered, wherever feasible, through 
adequate fees and charges. To this end, the Congress was 
requested last year to provide increased fees and charges for a 
number of special benefits. With the one exception of fees for non-
competitive oil and gas leases no final action was taken. The Con-
gress is again requested to raise postal rates to eliminate the postal 
deficit and to act favorably on the proposals for increased highway 
and aviation fuel taxes and for a number of other fees or charges. 

The present highway fuel tax rate should be increased by one-half 
cent per gallon and the resulting rate of 4K cents should be continued 
through 1972. This step is necessary to permit timely completion 
of the Interstate System. It will also make possible the repeal of the 
unwise diversion from the general fund to the trust fund of excise tax 

SOURCES OF BUDGET RECEIPTS 
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receipts amounting to 5% of the manufacturers' price of passenger 
automobiles and automobile parts and accessories; this diversion is 
presently scheduled by law to begin July 1, 1961, and to continue for 
the fiscal years 1962 through 1964. The Congress should also raise 
the excise tax rate on aviation gasoline from 2 to 4% cents per gallon; 
impose the same excise tax rate on jet fuels, now untaxed; and retain 
the receipts from these taxes in the general fund to help pay the cost 
of the Federal airways system. Other aspects of these recommenda-
tions are set forth in the discussion of transportation programs in this 
message. 

ESTIMATED SAVINGS TO T H E GENERAL TAXPAYERS FROM MORE ADEQUATE 

FEES A N D CHARGES 

[In millions] 

Proposal 

Increase postal rates 
Support highway expenditures by highway use taxes: 

Repeal pending diversion of general fund excise taxes to trust fund (and increase motor 
fuel tax) 

Transfer financing of forest and public lands highways to trust fund 
Charge users for share of cost of Federal airways: 

Increase taxes on aviation gasoline and retain in general fund___ 
Tax jet fuels 

Increase patent fees 
Increase miscellaneous fees now below costs 

Total savings 

Public debt.—Achievement of the proposed budget surplus for 
1962 will enable the Federal Government to make another modest re-
duction in the public debt. It is estimated that the public debt, which 
stood at $286.3 billion on June 30, 1960, will decline to $284.9 billion 
by the end of fiscal year 1961 and to $283.4 billion on June 30, 1962. 

If the Congress accepts the proposals in this budget, and the pro-
posed budget surplus for fiscal year 1962 is achieved, at the end of 
that year the Government will have some operating leeway within the 
permanent debt limit of $285 billion. Due to the seasonal pattern of 
tax collections, however, it will again be necessary for the Congress 
to provide a temporary increase in the debt limit during 1962. The 
present temporary debt limit of $293 billion expires Jane 30, 1961. 
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Public Debt: 
The Congress is again 

urged to remove the 4%% 
statutory limitation on 
new issues of Treasury 
bonds, which remains a 
serious obstacle to efficient 
long-run management of 
the public debt. The mar-
ketable debt is still too 
heavily concentrated in 

securities of relatively short maturity, with almost 80% of the total 
coming due within 5 years. Although interest rates have declined in 
recent months, the continued existence of the interest rate ceiling 
limits the flexibility of debt operations by the Treasury. It effec-
tively prevents the Treasury under certain circumstances from length-
ening the debt by offering longer term securities or exchanges at 
maturity and, more importantly, it reduces considerably the possible 
use of the advance refunding technique, which offers the greatest 
promise for lengthening the average maturity of the debt. 

RECEIPTS FROM AND PAYMENTS TO THE PUBLIC 

The budget totals exclude the transactions of funds held in trust by 
the Federal Government as well as certain other transactions affecting 
the flow of money between the public and the Federal Government 
as a whole. Trust fund operations are an important factor in this flow 
and are consolidated with budget transactions to measure the Federal 
Government's cash receipts from and payments to the public. In this 
consolidation, certain transactions involving no flow of cash between 
the Government and the public are eliminated. 

Expenditures from trust funds are financed through taxes and other 
receipts which are specifically designated to serve the special purposes 
for which the funds were established. About one-half of total trust 
fund transactions are accounted for by the old-age and survivors 
insurance system. Other important programs carried on through 
trust funds include the railroad retirement system, the Federal em-
ployees' retirement systems, disability insurance, unemployment com-
pensation, grants for highway construction, purchase of insured and 
guaranteed mortgages, and veterans life insurance. In certain areas 
of Government activity, notably labor and welfare, trust fund ex-
penditures far exceed the amounts spent through budget funds and, 
with the taxes levied to finance them, exert a considerable influence 
on the economy of the Nation. 

Total receipts and expenditures of trust funds more than tripled 
during the decade of the fifties, and passed the $20 billion mark in 
1960. In 1962, they are both estimated to total $25.2 billion. Total 
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receipts from the public in 1962 are estimated at $103.1 billion and 
payments to the public at $101.8 billion, with a resulting excess of 
receipts of $1.3 billion. 

FEDERAL GOVERNMENT RECEIPTS FROM A N D PAYMENTS TO T H E PUBLIC 

(See special analysis A in part IV of this document) 

(Fiscal years. In billions] 

1960 1961 1962 
actual estimate estimate 

Receipts from the public $95.1 $99.0 $103.1 
Payments to the public 94.3 97.9 101.8 

Excess of receipts over payments + . 8 + 1 . 1 + 1 . 3 

IMPROVEMENTS IN THE TAX SYSTEM 

There is a continuing need for a reappraisal of the tax system to 
assure that it operates equitably and with a minimum of repressive 
effects on incentives to work, save, and invest. Continued close coop-
eration between the Treasury and the committees of the Congress is 
necessary to formulate sound and attainable proposals for the long-
range improvement of the tax laws. 

However, as the development of a comprehensive tax revision pro-
gram will take time, the Congress should consider promptly this 
year certain changes in the tax laws to correct inequities. For 
example, it is again recommended that the Congress promptly con-
sider amending the laws on taxation of cooperatives to provide for 
more equitable taxation by insuring that taxes are paid on the income 
of these businesses either by the cooperative or by its members. 

It has been many years since certain of the tax laws which now 
apply to the Nation's various private lending institutions and to 
fire and casualty insurance companies became effective. The Congress 
should review these statutes and the tax burdens now carried by 
lending institutions and insurance companies to determine whether 
or not inequities exist and to remedy any inequitable situations which 
may be found. The Treasury Department has under way studies 
relating to the operation of the existing statutes in this area. These 
studies should be of assistance to the Congress in any such review. 

There is a need for review of present depreciation allowances and 
procedures. More liberal and flexible depreciation can make a major 
contribution toward neutralizing the deterrent effects of high tax 
rates on investment. A better system of capital recovery allowances 
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would provide benefits to those who invest in productive plant and 
equipment and would encourage business expenditures for moderni-
zation and greater efficiency, thus helping to foster long-range eco-
nomic growth. By bringing the allowances for American business 
more nearly into line with those available to many foreign producers, 
improved depreciation procedures would not only strengthen the com-
petitive position of American producers, but their benefits would 
also accrue to American workers through increased productivity and 
greater job opportunity. 

The depreciation rules should not be substantially liberalized, how-
ever, without accompanying remedial legislation with respect to the 
taxation of gains from sale of depreciable property. The legislation 
recommended last year to treat income on disposition of depreciable 
property as ordinary income to the extent of the depreciation deduc-
tions previously taken on the property is an essential first step. 

IMPROVEMENTS IN GOVERNMENT ORGANIZATION 

During the past 8 years major improvements have been made in 
the organization of the executive branch of the Government. An 
executive Department of Health, Education, and Welfare was estab-
lished to give Cabinet status to its important programs. The organi-
zation of the Department of Defense was strengthened to bring it 
more closely into line with the requirements of modern warfare. A 
National Aeronautics and Space Administration was created to pro-
vide effective civilian leadership over appropriate parts of our na-
tional space program. The Council of Economic Advisers was re-
constituted and reorganized to strengthen its internal administration 
and clarify its relationships with the President. Functions of 
coordinating governmental planning for defense mobilization and 
civil defense were consolidated. The establishment of the Federal 
Aviation Agency brought about substantial improvements in aviation 
programs. 

Many of the numerous organizational improvements were effected 
by Presidential reorganization plans authorized by the Reorganization 
Act of 1949, which has now expired. The Congress should renew that 
authority and make it permanently available for all future Presidents 
in the effective form as originally enacted. The task of conforming 
Government organization to current needs is a continuing one in our 
ever-changing times. 

Executive Office oj the President.—The duties placed on the President 
by the Constitution and the statutes demand the most careful atten-
tion to the staffing and organization of the President's Office. While 
the present organization of the Executive Office of the President 
reflects many constructive steps taken over a period of years, much 
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remains to be done to im-
prove the facilities avail-
able to the President. 
The first requirement for 
improvement is for the 
Congress to give the Presi-
dent greater flexibility in 
organizing his own Office 
to meet his great responsi-
bilities. 

Specifically, the Con-
gress should enact legisla-
tion authorizing the 
President to reorganize the 
Executive Office of the 
President, including the 
authority to redistribute 
statutory functions among 
the units of the Office; to 
change the names of units and titles of officers within the Office; to 
make changes in the membership of statutory bodies in the Office; 
and, within the limits of existing laws and available appropriations, 
to establish new units in the Executive Office and fix the compensation 
of officers. Such action would insure that future Presidents will 
possess the latitude to design the working structure of the Presiden-
tial office as they deem necessary for the effective conduct of their 
duties under the Constitution and the laws. Enactment of such 
legislation would be a major step forward in strengthening the Office 
of the President for the critical tests that will surely continue to face 
our Nation in the years to come. These matters are obviously devoid 
of partisan considerations. 

My experience leads me to suggest the establishment of an Office of 
Executive Management in the Executive Office of the President in 
which would be grouped the staff functions necessary to assist the 
President in the discharge of his managerial responsibilities. In an 
enterprise as large and diversified as the executive branch of the 
Government, there is an imperative need for effective and imaginative 
central management to strengthen program planning and evaluation, 
promote efficiency, identify and eliminate waste and duplication, 
and coordinate numerous interagency operations within approved 
policy and statutory objectives. The establishment of an Office of 
Executive Management is highly desirable to help the President 

Improvements in Government 
Organization: 

LEGISLATIVE PROPOSALS 

1. Renew and make permanent President's authority under 
Government Reorganization Act. 

2. Give President power to organize his Executive Office. 
3. Establish a Department of Transportation. 
4. Strengthen position of Chairmen of the Interstate Com-

merce Commission, the Federal Communications 
Commission, and the National Labor Relations 
Board. 

5. Consolidate civil water resources functions. 

570000—61 ii 
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achieve the high standards of effective management that the Congress 
and the people rightfully expect. 

I have given much personal study to the assistance the President 
needs in meeting the multitude of demands placed upon him in con-
ducting and correlating all aspects of foreign political, economic, 
social, and military affairs. I have reached the conclusion that 
serious attention should be given to providing in the President's 
Office an official ranking higher than Cabinet members, possibly with 
the title of First Secretary of the Government, to assist the President 
in consulting with the departments on the formulation of national 
security objectives, in coordinating international programs, and 
in representing the President at meetings with foreign officials above 
the rank of Foreign Minister and below the rank of Head of State. 

Recognizing the personal nature of the relationship of each Presi-
dent to his Cabinet and staff, I am not submitting formal legislative 
proposals to implement these latter two suggestions, but I do com-
mend them for earnest study. 

Other improvements.—Several other organizational reforms should 
be considered by the Congress: 

First, a Department of Transportation should be established so as 
to bring together at Cabinet level the presently fragmented Federal 
functions regarding transportation activities. 

Second, legislation should be enacted to strengthen the position of 
the chairmen of the Interstate Commerce Commission, the Federal 
Communications Commission, and the National Labor Relations 
Board by vesting in them the executive and administrative duties of 
their agencies. The legislation should provide that the Chairman 
of the Interstate Commerce Commission be designated by the Presi-
dent. These steps would place these chairmen generally on a com-
parable basis with the chairmen of other regulatory bodies. In the 
case of the National Labor Relations Board, the legislation should 
vest all regulatory responsibilities under the National Labor Relations 
Act in the Board. Additionally, the responsibility of the President 
to control and supervise the exercise of executive functions by all 
Federal regulatory bodies should be clarified. 

Third, action should be taken to consolidate the civil water resources 
functions of the Corps of Engineers of the Department of the Army, 
the Department of the Interior, and the responsibilities of the Federal 
Power Commission for river basin surveys, in order to bring about 
long needed improvements in the coordination of the increasingly 
important Federal civil water resources activities. 
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REVIEW OF AUTHORIZATIONS AND EXPENDI-
TURES BY MAJOR FUNCTIONS 

The remaining sections of this message discuss the budget and legis-
lative proposals for 1962 in terms of the functions they serve. In the 
following table, estimated expenditures for 1962 are compared with 
the actual figures for 1960 and the current estimates for 1961 for each 
of 9 major functional categories. 

The expenditure total for 1962 includes an allowance for contin-
gencies, which is intended to provide for unforeseen developments in 
existing programs and for programs proposed in this budget but not 
itemized separately. 

BUDGET EXPENDITURES 

[Fiscal years. In billions] 

Function 1960 1961 1962 
actual estimate estimate 

Major national security $45.6 $45.9 $47.4 
International affairs and finance 1.8 2 .3 2 .7 
Commerce, housing, and space technology 2 .8 3 .8 3 .4 
Agriculture and agricultural resources 4 .8 4.9 5.1 
Natural resources 1.7 2 .0 2.1 
Labor and welfare 4 .4 4 .5 4 .8 
Veterans services and benefits 5.1 5 .2 5 . 3 
Interest 9 .3 9 .0 8 .6 
General government 1.7 2 .0 2.1 

.1 Allowance for contingencies 0 ) 

2.1 
.1 

Total 77.2 79.6 81.5 
Deduct interfund transactions (included in both receipts and ex-

77.2 79.6 81.5 

penditures) .7 .7 .7 

Budget expenditures 76.5 78.9 80.9 

1 Less than $50 million. 

MAJOR NATIONAL SECURITY 

The deterrent power of our Armed Forces and the forces of our 
allies is based on a carefully planned combination of nuclear retalia-
tory weapons systems together with worldwide deployment of ground, 
naval, and air forces in essential forward areas, backed up by strong 
ready reserves. These forces make up a collective security system 
for the Free World more versatile and powerful than any military 
alliance in world history. 
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Our Nation's objective 
in pursuing a policy of 
collective security is peace 
with justice for all peoples. 
However, while we strive 
to eliminate the fear of war 
among nations, we must 
maintain our military 
strength. The recommen-
dations made in this 
budget provide for an in-
creasingly strong defense 
posture along with a strong 
national economy. 

Expenditures for major 
national security programs 
in fiscal year 1962 are esti-
mated to be $47,392 mil-
lion, or $1,462 million 
more than for 1961. The 
bulk of the increase is for 
the military functions of 
the Department of De-
fense, reflecting mainly 
evolutionary growth in our 
country's defense pro-
grams. Military assist-
ance in conjunction with 
the efforts of our allies 
will continue to provide 

the Free World with modern weapons and equipment, thus strength-
ening the collective defense. Programs of the Atomic Energy Com-
mission continue to emphasize weapons development and production 
while also providing increases for research and development on peace-
ful applications of atomic energy. Expenditures for stockpiling and 
for expansion of defense production will again decline as nearly all 
stockpile objectives have been met. 

Department of Defense—Military.—Recommended new obli-
gational authority of $41,840 million for the military functions of the 
Department of Defense for fiscal year 1962 reflects the continued 
policy of adapting the Defense Establishment to expected long-run 
requirements. Expenditures in 1962 are estimated at $42,910 million, 

Major National Security: 

BUDGET TOTALS 
[In billions] 

I960 1961 1962 
actual estimate estimate 

Expenditures $45.6 $45.9 $47.4 
New obligational authority. 44.8 45.9 46.3 

LEGISLATIVE PROPOSALS 
(In addition to program extensions) 

1. Discontinue statutory minimum strength for Army 
National Guard. 

2. Reestablish traditional relationship between military 
retirement pay and active duty pay. 

3. Authorize sale of Alaska communications systems. 
4. Transfer responsibility for petroleum reserves of the 

Navy Department to the Department of the Interior. 
5. Authorize appropriate financial relief for officers re-

moved from flying status. 
6. Repeal required prior authorization for procurement of 

aircraft, missiles, and ships. 
7. Authorize construction of linear electron accelerator at 

Stanford University. 
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MAJOR NATIONAL SECURITY 

[Fiscal years. In millions] 

Program or agency 

Budget expenditures Recom-
mended 

new obli-
1960 1961 1962 gational 

actual estimate estimate authority 
for 1962 

Department of Defense—Military: 
Military functions: 

Proposed retirement pay legislation 
Present programs $41,215 $41,500 $42,879 $41,809 

31 31 
Military assistance 

Atomic energy 
Stockpiling and expansion of defense production. 

1,609 1,700 1,750 1,800 
2,623 2,660 2,680 2,598 

180 70 52 40 

Total 45,627 45,930 47,392 * 46,278 

1 Compares with new obligational authority of $44,761 million enacted for 1960 and $45,912 million 
(including $289 million in anticipated supplemental appropriations) estimated for 1961. 

which is $1,410 million more than the estimate for the current fiscal 
year. 

This increase reflects, in part, certain steps recently taken to in-
crease the readiness of our military commands. These steps can be 
financed in 1961 mainly within available appropriations. However, 
some supplemental appropriations will be required for this year and 
are included in this budget. 

The recommendations for 1962 continue a strong posture of readi-
ness and add to the capability of our military forces. 

To take full advantage of the results of scientific and technological 
developments, rapid and sometimes drastic changes must continually 
be made in military forces and programs. Just a few years ago the 
United States was programing twice as much money for manned 
bomber systems as for strategic missile systems. The budget for the 
coming fiscal year, by contrast, programs more than four times as 
much for strategic missile systems as for manned bomber systems. 
Similarly, defense against ballistic missile attack took only a small 
part of the total capital investment in continental air defense as 
recently as the fiscal year 1957, whereas in the coming fiscal year it 
will be a substantial percentage of the total. There has been a gradual 
shift from guns to missiles on surface ships, and from conventional to 
nuclear power for submarines. For surface ships, the relative utility 
of nuclear or conventional power is a question that requires case by 
case consideration in each year's shipbuilding program. In total, 
there has been an increased emphasis on versatile and modern multi-
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purpose military units equipped and prepared for all forms of military 
action—from limited emergencies to a general war. 

Forces and military personnel.—To carry out basic military missions, 
this budget provides for a total strength in our Active Forces of 
2,492,900 men and women on June 30, 1962, the same as now esti-
mated for the end of fiscal year 1961 and 4,000 over the year-end 
strength originally planned for this year. A supplemental appropria-
tion is being requested to provide for this 1961 increase, which is 
primarily to bring our naval forces to a greater degree of preparedness. 

The Active Forces to be supported include an Army of 14 divisions 
and 870,000 men; a Navy of 817 active ships and 625,000 men; a 
Marine Corps of 3 divisions and 3 aircraft wings with 175,000 men; 
and an Air Force of 84 combat wings and 822,900 men. 

Worldwide deployment of these forces, and of civilian employees 
of the Department of Defense as well, requires a considerable amount 
of travel to and from duty stations. The dollar limitation on travel 
established by the Congress in the 1961 appropriation for the Depart-
ment is not sufficient to cover all essential travel costs of military and 
civilian personnel. Accordingly, it is recommended that this limita-
tion be increased by $54 million for the fiscal year 1961 and that no 
limitation be imposed for 1962. 

If the reserve components of our Armed Forces are to serve effec-
tively in time of war, their basic organization and objectives must 
conform to the changing character and missions of the Active Forces. 
Under modern conditions the quality and combat readiness of the re-
serve forces are more important than numbers. The nature of war-
fare has changed so drastically during the last decade that the whole 
concept of the roles and missions of the reserve forces must be re-
evaluated. 

Accordingly, the Secretary of Defense and the Joint Chiefs of Staff 
have been directed to make a new study of the reserve missions and 
requirements. This should be aimed at the objectives of efficiency, 
economy, and promoting administrative effectiveness. As a first step 
toward a more fundamental revision, this budget provides for a reduc-
tion in the number in the Army National Guard and Army Reserve 
paid for participation in reserve training from the present 400,000 
and 300,000, respectively, to 360,000 and 270,000 by the end of fiscal 
year 1962. These recommended reserve personnel strengths are fully 
adequate to meet the needs of our national defense. The statutory 
minimum placed on the personnel strength of the Army National 
Guard in the 1961 Department of Defense Appropriation Act should 
not be continued. The excess strengths which have been provided 
by the Congress above my recommendations in the last several years 
are unnecessarily costing the American people over $80 million an-
nually and have been too long based on other than strictly military 
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needs. Even with the proposed lower reserve personnel strengths, 
the cost of pay, allowances, travel, and operation and maintenance 
for the military reserves will amount to well over $1 billion in 1962. 

Strategic forces.—The strategic forces provided for in this budget 
consist of a combination of nuclear weapons systems of land-based 
and carrier-based aircraft, fixed and mobile missiles of intercontinental 
and intermediate range, and overseas missile systems under the 
military command of mutual defense treaty organizations. The 
composite capability of these forces represents an enormous destruc-
tive potential and should deter any potential aggressor. 

Up to the present time our strategic striking forces have relied in 
large measure on manned bombers. Manned bombers—both land-
based and carrier-based—will continue to be required. However, 
with the advent of operational missile systems, more and more of the 
strategic force in the years ahead will be composed of fixed-base and 
mobile ballistic missiles—both land- and sea-based. The recom-
mendations in this budget reflect this change. 

By the end of fiscal year 1962, the largest part of the planned squad-
rons of the Atlas ballistic missile system will be operational, and a 
significant number of the planned Titan missiles will be in place and 
ready. The solid propellant Minuteman missile system is now well 
along in development, and the first missiles are scheduled to become 
operational during the calendar year 1962. Funds are requested for 5 
additional Polaris submarines, making a total of 19 submarines which 
will have been fully funded, and for the procurement of long leadtime 
components of 5 more; procurement of the appropriate number of 
Polaris missiles to arm these submarines is also planned, as is the 
continued development of a much longer range version of the Polaris 
missile. 

Thor and Jupiter intermediate range ballistic missiles, provided to 
our allies overseas under the military assistance portion of the mutual 
security program, add still another important element of strength to 
the strategic forces. 

All production of B-52 and B-58 manned bomber aircraft is 
scheduled to end in the calendar year 1962. However, as indicated 
in my special message to the Congress last August, additional effort 
is being devoted to the development of the B-70 long-range bomber. 
Funds are included in this budget to continue work in 1962 on the 
airframe and engine, and on the essential subsystems. 

In addition to the forces equipped uniquely for nuclear attack, the 
tactical fighters and missiles of the Air Force also contribute impor-
tantly to our strategic capability. Deployed overseas, with an in-
creasing all-weather strike capability, these tactical forces can deliver 
megaton-class nuclear weapons to potential enemy targets. 
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As a further step in strengthening the strategic forces, the Navy has 
been authorized to increase significantly the proportion of attack air-
craft aboard canters of the 6th and 7th Fleets. This action will 
substantially increase the capability of those fleets to strike enemy 
targets. 

The very diversity of our weapons systems has created an increasing 
need for fully integrated operational planning. To meet this need, 
the Secretary of Defense has established a special staff group composed 
of members of the services and representatives of unified commands 
contributing forces to our nuclear strike capability. I have recently 
approved the integrated strategic operational plan prepared by that 
group and recommended by the Secretary of Defense and the Joint 
Chiefs of Staff. 

The advent of nuclear-armed intercontinental ballistic missiles in 
the hands of a potential adversary has confronted this Nation with a 
problem entirely new to its experience. The speed with which these 
weapons could be delivered against us and their tremendous destruc-
tive power make them suited to use by an enemy for surprise attack. 
Accordingly, this budget will continue the major effort under way 
during the last few years to increase the protection of our forces from 
surprise attack. Except for the first few squadrons of Atlas, all Atlas 
and Titan missiles are being deployed in hardened underground sites. 
All fixed-base Minuteman missiles will be so deployed. There will 
also be mobile squadrons of the Minuteman. The submarine Polaris 
system, of course, lends itself ideally to mobility and concealment and 
should be able to survive under all conditions. 

There has also been an intensive effort to make the manned bomber 
force increasingly less vulnerable. Some 4 years ago the Air Force 
began the dispersal of these aircraft and commenced construction of 
special alert facilities to assure that one-third of the force could be 
airborne wdthin 15 minutes of warning of an attack. Both of these 
programs are substantially completed. Under emergency conditions, 
the long-range bomber force could also use a large number of additional 
bases throughout the country. 

As a further measure, steps have been taken to provide the heavy 
bomber force with an airborne alert capability. Funds are provided 
in this budget to continue to train crews and to acquire spare parts 
and other materiel so that a substantial portion of the heavy bomber 
force could immediately mount a 24-hours-a-day, 365-days-a-year air-
borne alert, should that step ever become necessary in an emergency. 

Air defense forces.—The emergence of the ballistic missile threat 
has, of course, required a revamping of our air defense forces. The 
speed and destructiveness of the nuclear armed ballistic missile have 
placed an extremely high premium on timely warning of an attack. 
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Therefore, systems designed to provide such warning have been re-
ceiving urgent attention. 

The ground-based Ballistic Missile Early Warning System 
(BMEWS), involving a cost of nearly a billion dollars, has already 
been largely financed. Work on this system has been greatly acceler-
ated and is proceeding as fast as practicable. The first of the three 
sites is now in operation. The second site will be in operation this 
year, substantially increasing the coverage. The third site is planned 
to become operational somewhat later. When the entire system is 
in full operation, our air defense forces and civilian population, as well 
as the strategic retaliatory forces, should have 15 minutes of warning 
of intercontinental ballistic missile attack. 

The matter of reliable warning of ballistic missile attack is of such 
crucial importance to the safety of the Nation, however, that a number 
of other approaches are also being explored. The most advanced of 
these is the satellite-borne missile early warning s3 ŝtem, Midas, which 
is now under accelerated development. Midas is designed to detect 
an enemy missile attack at the time of launching; this could about 
double the amount of warning time available to our military forces 
and civilian population. Substantial funds are included in this budget 
to continue development of this system at a high rate. 

With the increasing reliability, accuracy, payload, and sophistication 
of the ballistic missile, our problem of safeguarding against surprise 
attack will become ever more onerous. Development of an active 
defense against ballistic missiles is progressing. The Nike-Zeus anti-
missile system is proceeding under the highest national priority, and 
funds for its Pacific range test facilities are included in this budget. 
Funds should not be committed to production until development 
tests are satisfactorily completed. 

The entire problem of detection, tracking, and destruction of the 
attacking missile must be dealt with as a whole. Every avenue of 
research which offers any reasonable chance of success must be 
explored beyond the present frontiers of knowledge. That is the 
purpose of the group of studies now under way, which has been desig-
nated by the Department of Defense as Project Defender. Additional 
funds to continue this project through the coming fiscal year are also 
included in this budget. 

As long as a manned bomber threat to this Nation exists, we shall 
have to maintain a reasonable degree of defense against it. The 
Air Force now has under way a large-scale program for improving 
the capability of its existing fighter interceptor force, particularly 
against the low level manned bomber. The Bomarc B ground-to-air-
missile program has already been funded. Production is going 
forward, and missiles will be delivered to the air defense units over 
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the next few years. Additional funds are recommended to complete 
and modernize the Nike-Hercules ground-to-air-missile system. 

The Bomarc B and Nike-Hercules, together with the early models 
of these missiles and the very substantial force of supersonic manned 
interceptors armed with air-to-air guided missiles, provide a formi-
dable defense against manned bomber attack. To provide the 
detection, warning, and control for these forces, an extensive network 
of radars and communications lines is being maintained and modern-
ized. Funds for additional construction and for the procurement of 
equipment are included in this budget. 

Sea control forces.—Control of the seas is vital to the maintenance of 
our national security. The naval forces, which are being provided 
during this fiscal year with new combat ships and increased personnel, 
carry the primary responsibility for this important mission. 

The 1962 budget provides for active naval forces consisting of 817 
combatant and support ships, including 14 attack carriers, 16 attack 
carrier air groups, 11 carrier antisubmarine air groups, and 37 patrol 
and warning air squadrons. 

New and modernized ships to be delivered in 1962 from prior year 
authorizations will enhance the combat capability of the naval forces 
and permit the replacement of older ships. Among the new and 
modernized ships to join the fleet in 1962 will be the first nuclear-
powered attack aircraft carrier, the Enterprise; the first nuclear-
powered cruiser, the Long Beach, armed with Talos and Terrier 
surface-to-air missiles; three nuclear-powered attack submarines; four 
Polaris submarines; and several guided missile destroyers. 

The 1962 shipbuilding program provided in this budget will further 
improve the fleet and help offset the increasing number of over-age 
ships. The program consists of construction of 30 new ships and con-
version of 22 others. In addition to the 5 Polaris fleet ballistic missile 
submarines, new ships will include 7 guided missile frigates, 3 nuclear-
powered attack submarines, 6 escort vessels, and 9 amphibious, supply, 
and research ships. The conversion program includes 14 destroyers, 
1 communications relay ship, 1 missile range instrumentation ship, 
and 6 conventionally powered attack submarines. 

A great deal of emphasis in the 1962 shipbuilding program is on 
antisubmarine warfare. Progress has been made in antisubmarine 
warfare organization and tactics. Improvements have been made in 
weapons and equipment, particularly antisubmarine rockets, torpedoes, 
and sound detection gear. However, the fast, deep running, nuclear-
powered submarine of today is exceedingly difficult to detect and 
attack. An increase in the capability to detect and destroy enemy 
submarines is needed. Additional funds are requested in this budget 
for research and development in this area. 
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Tactical forces.—The tactical forces include ground, naval, and air 
elements which are organized and trained to deal with cold war 
emergencies and limited war situations, as well as to be prepared for 
combat roles in the event of a general war. Recommendations in this 
budget will continue the modernization and improve the effective-
ness of the tactical forces. 

This budget provides for a further increase in procurement for the 
ground forces. Procurement of additional quantities of rifles and 
machineguns employing standard ammunition of the North Atlantic 
Treaty Organization will fill the high priority needs of the Army and 
Marine Corps forces; the M-113 armored personnel carrier will be 
made available for high priority active Army forces; the M-60 tank 
will be provided for the Army's highest priority deployed forces; and 
increasing quantities of new field communications equipment, vehicles, 
and self-propelled weapons will be produced. 

The Army and Marine Corps will continue to buy a wide variety 
of tactical guided missiles and rockets, including initial quantities of 
the Pershing, a solid-propellant missile; a new lightweight shoulder-
fired assault weapon; the Davy Crockett, which provides infantry 
units with a close range atomic support weapon; and missiles such as 
Hawk and Redeye for defense of field forces against air attack. 

Army aircraft procurement proposed for 1962 provides for 261 new 
aircraft compared to 229 in the 1961 program, and includes funds for 
surveillance and utility planes, as well as for medium cargo helicopters. 

The tactical forces of the Army are supported by the tactical air 
wings of the Air Force, which will also be provided with an increased 
capability under these budget recommendations. Funds are provided 
for continued procurement of F-105 supersonic all-weather fighter-
bombers. These aircraft, with their low-altitude performance char-
acteristics and large carrying capacities for both nuclear and non-
nuclear weapons, will strengthen significantly the air support available 
to tactical ground units. 

Continued modernization of our existing fleet of military airlift 
aircraft is needed. Although the cargo and troop transport airlift 
now available is generally adequate, much of the fleet is approach-
ing obsolescence. Last year a program was started to acquire 
the best existing transports for the most immediate needs and also 
to develop a new aircraft specifically designed for cargo and transport 
needs. The budget includes funds to continue the orderly develop-
ment of this program. 

Proposed legislation.—Legislation is again recommended to make 
the necessary adjustments in military retirement pay so as to reestab-
lish for all retired personnel the traditional relationship of their pay 
with active duty pay. This relationship was broken for those retired 
prior to June 1, 1958, when the 1958 Military Pay Act increased active 
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duty pay without a comparable increase for those on the retirement 
rolls. The people affected are in most cases those who have fought 
through two or three of our major wars. Legislation to correct this 
situation should no longer be delayed. 

Basic long lines communications systems in Alaska which are now 
operated by the Army, Air Force, and the Federal Aviation Agency 
should be sold to private enterprise for operation and development 
under appropriate regulatory supervision. Legislation is recom-
mended which will permit the sale of these Government-owned 
communications facilities under adequate safeguards. 

The need for maintaining the relatively small naval petroleum 
reserves for strictly military purposes no longer exists. Legislation is 
therefore recommended to transfer responsibility for the administra-
tion of these petroleum reserves from the Department of the Navy 
to the Department of the Interior. 

The need for manned aircraft, and for the pilots and other persons 
necessary to fly them, is declining gradually as more and more missiles 
enter the inventory of our operating forces. During the transitional 
period it will be necessary to remove from flying status a number of 
officers whose professional and managerial skills are still required by 
the services. The complete loss of flight pay which such removal now 
entails would represent a serious hardship to many officers who 
have served their country well and who believed they would qualify 
for flight pay as long as they maintained their flying proficiency. To 
help ease the transition which this group faces as a result of con-
version to new weapons systems, the Congress should make provision 
for appropriate financial relief by reducing flight pay gradually for 
officers removed from flying status because of changing technology. 

The provision of section 412(b) of the Military Construction Act of 
1959 requiring prior congressional authorization of appropriations for 
the procurement of aircraft, missiles, and naval vessels is inappropriate 
and should be repealed. Pending its repeal, the required authoriza-
tions for 1962 should be enacted promptly so that national security 
planning and preparation can go forward with the least possible delay. 
Further, in enacting the authorizations, the Congress should allow 
flexibility in the administration of the Department of Defense pro-
curement programs to meet changing threats and take advantage of 
technological breakthroughs. 

The Capehart military family housing program has admirably 
served its purpose. Over the last 6 years, more than 100,000 such 
family units were provided at a time when they were badly needed. 
It is now apparent that the most urgent family housing needs of the 
Department of Defense have been met. However, in order to place 
under contract presently authorized projects and to provide for a final 
increment of 2,025 units in 1962, it is recommended that a 1-year 
extension of the existing authority be enacted. 
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In 1958, I recommended to the Congress a comprehensive program 
for reorganizing the Department of Defense. While many of these 
recommendations were enacted, and substantial progress has been 
made in implementing them, one area still needing attention is the 
method of providing funds for the Department. As a first step, 
appropriations have now been enacted on a broad category basis 
but with specific limitations by Service. I now recommend that the 
Congress, in acting upon the appropriation structure for the fiscal 
year 1962 for the Department of Defense, give earnest consideration 
to a plan which would make the necessary authorizations and appro-
priations to that Department to be administered by the Secretary, 
but with a substructure of sufficient identification which will retain 
for the Congress its constitutional prerogatives of raising and sup-
porting the military forces of the United States. 

North Atlantic Treaty Organization.—The evolutionary changes in 
warfare that have taken place over the last decade have had a profound 
effect on the military plans and programs of the North Atlantic Treaty 
Organization. These plans are again being reviewed and studied to 
take account of new weapons, better organization of the NATO 
military forces, and more direct channels of command to carry out 
NATO objectives effectively. 

It is expected that the revised military plans for NATO will 
recognize the changes that have taken place. However, the menace 
of Communist military strength is growing. The NATO alliance 
remains vital to the security of the United States, no less than to 
the security of the other NATO allies. The United States will con-
tinue to contribute to the constructive and defensive tasks it has 
assumed. 

Some changes in U.S. force deployments may become advisable 
in light of continuing studies of overall U.S. programs. Nevertheless, 
the United States will continue to provide a fully effective strategic 
deterrent force and will contribute to the forward deployed forces of 
NATO. 

Military assistance.—U.S. military planning has long recognized 
the importance of allied forces in maintaining the security of the free 
world. Military assistance under the mutual security program helps 
to strengthen the forces of more than 40 nations. New obligational 
authority of $1.8 billion is recommended for military assistance for 
1962 to provide training and materiel for essential maintenance and 
modernization of forces in the countries receiving aid. 

In light of the expanding scope and cost of vital military programs 
being borne by the United States, we cannot continue indefinitely to 
provide military equipment on a grant basis to nations which now 
have the economic and financial capability to shoulder more of the 

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

1962



MlO 
MESSAGE OF THE PRESIDENT 

burden of the common defense. The recent improvement in the 
financial position of many of our allies has highlighted the need for 
greater sharing of this burden. 

Some of the Western European countries have now assumed full 
financial responsibility for equipping their own military forces, in 
which the United States had assisted earlier. We are confident that 
as full partners in the common defense all nations of the North 
Atlantic Treaty Organization who are able to assume this responsi-
bility will do so. In 1962, military assistance to our Western 
European allies wiJl be concentrated on selected types of new weapons 
and on the training required for their effective use. 

This budget also reflects the continuing need to develop and main-
tain effective forces in other nations which are faced with serious 
threats of internal subversion or external aggression. Individually, 
and within mutual defense organizations, such as the South East Asia 
Treaty Organization (SEATO) and the Central Treaty Organization 
(CENTO), these forces play vital roles in the defense of vast areas, 
predominantly in Asia and the Near East. Assistance to these nations 
will be concentrated largely on the strengthening of conventional 
forces. In addition to its military value, this assistance in the common 
defense effort contributes to the sharing of technical knowledge and 
strengthens the bonds of friendship and mutual respect among the 
nations of the Free World. 

Atomic energy activities.—In 1962, expenditures by the Atomic 
Energy Commission are estimated to be $2,680 million, compared with 
an estimated $2,660 million in 1961. There will be increases in several 
program areas, but these will be largely offset by reductions elsewhere, 
notably in the procurement of uranium concentrates. 

Expenditures for the production of nuclear weapons in 1962 will 
increase over 1961, while those for the development of weapons will 
continue at the same rate. Work will be carried forward in 1962 to 
improve methods for seismic detection of underground nuclear weapons 
tests. The Atomic Energy Commission is also cooperating with the 
Department of Defense in the improvement of methods for detecting 
high altitude tests. 

In the naval reactor program, continued efforts will be made to 
develop longer lived nuclear fuel. The development of a nuclear 
ramjet engine for missiles and of nuclear powerplants for use at remote 
military installations will be pursued. The efforts to develop a 
nuclear engine for military aircraft will be continued in 1962 on one 
technical approach. 

Peaceful uses of atomic energy.—Fundamental to progress in the 
peaceful uses of atomic energy is a sound and balanced program of 
basic research in the physical and life sciences. An important seg-

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

1962



MlO MESSAGE OF THE PRESIDENT 

ment of this work is high energy physics. Last July, the United 
States began operating the alternating gradient synchrotron at the 
Atomic Energy Commission's Brookhaven National Laboratory on 
Long Island at the highest energy level ever attained anywhere in the 
world. During fiscal year 1962 two more high energy accelerators, at 
Cambridge, Mass., and Princeton, N.J., will begin operation. A high 
intensity accelerator is under construction at the Commission's 
Argonne National Laboratory near Chicago, 111. Legislation is again 
proposed to authorize construction at Stanford University of a high 
energy linear electron accelerator which will be 2 miles long. 

The development of civilian atomic power is being carried forward 
intensively. Expenditures of $250 million estimated for 1962 will 
support major development efforts on seven reactor types, and pre-
liminary studies and experimental work on a number of other reactor 
concepts. The breadth and scope of our technology in this field are 
unmatched in the world. 

The next 18 months will see further advances toward our long-term 
objective of making atomic energy an alternative and economic source 
of power at home and abroad. The total number of major Govern-
ment-owned experimental power reactors in operation will increase by 
5 to a total of 10, and the number of power reactors operating in 
public and private utility systems will increase from 3 to 10. The 
1962 budget proposes additional funds for cooperative arrangements 
with private and public power groups in undertaking atomic power 
projects which would further the objectives of the program. 

Jointly with the National Aeronautics and Space Administration, 
the Atomic Energy Commission is pursuing Project Rover to develop 
a nuclear powered rocket for possible future space missions. Expendi-
tures for this project will increase in 1962. Continued emphasis will 
be given to development of small, long-lived nuclear power sources 
for space vehicles and other special applications. With the comple-
tion of a major experimental device in 1961, expenditures for long-
term development of thermonuclear power will decrease somewhat, 
but the research work will continue at about current levels. 

Stockpiling and expansion of defense production.—Ex-
penditures for stockpiling and expansion of defense production are esti-
mated to decrease from $70 million in 1961 to $52 million in 1962, as 
outstanding contracts for delivery of strategic materials hre progres-
sively completed or terminated. Most of the objectives for the 
strategic stockpile are completed, and no new expansion programs are 
in prospect. 

Of major concern now are the storage and maintenance of large 
quantities of strategic materials and the orderly disposal over a period 
of years of surplus materials. Efficient management is hampered 
because these materials are in several inventories, each subject 
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to different statutory requirements. Therefore, legislation is being 
developed to enable consolidation of the inventories of strategic 
materials and provide uniform procedures for disposing of surplus 
materials whenever disposal will not seriously disrupt markets or 
adversely affect our international relations. 

Nonmilitary defense.—Closely related to the major national 
security programs are the civil defense activities of the Government. 
These activities are discussed with other community facilities programs 
in the commerce, housing, and space technology section of this 
message, under which the expenditures for civil and defense mobiliza-
tion are classified. 

INTERNATIONAL AFFAIRS AND FINANCE 

The national security and prosperity of the United States under 
conditions of peace and freedom require us to maintain our position 
of world leadership. Thus we must continue to assist in developing 
the resources and skills needed in many parts of the non-Communist 
world for the common defense and for economic growth. 

Since the end of World War II, military and economic programs 
launched by the United States have helped to make possible the re-
construction of Europe and have thwarted the advance of Com-
munist domination in most other areas. In recent years, the focus of 
these efforts has been shifting increasingly to the broader and more 
difficult problems of helping less-developed countries maintain their 
independence, build the foundations of growth, and advance the wel-
fare of their people. Accordingly, increasing emphasis is being placed 
on such aspects of our international programs as development loans, 
technical assistance, and educational exchange. Greater use of 
multilateral channels is being fostered. 

Expenditures for international affairs and finance programs in fiscal 
year 1962 are estimated at $2,712 million. The increase of $401 
million over 1961 expenditures is due mainly to a greater volume of 
loan disbursements by the Development Loan Fund, to the second 
payment of our subscription to the Inter-American Development 
Bank, and to the expansion of activities in Latin America and Africa. 

New obligational authority of $3,102 million is recommended for 
fiscal year 1̂ 962. This is a decrease of $105 million from the amount 
estimated for 1961. Increases for special assistance, commodity 
grant programs, and the second subscription to the Inter-American 
Development Bank are more than offset by the nonrecurrence of 
the 1961 supplemental appropriation requested for the new Inter-
American Social and Economic Cooperation Program. 

Mutual security program.—The military portion of the mutual 
security program was discussed as an integral part of our national 
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International Affairs and Finance: 

BUDGET TOTALS 
[In billions] 

1960 1961 1962 
actual estimate estimate 

Expenditures $1.8 $2.3 $2.7 
New obligational authority. . 2.7 3.2 3.1 

security effort in the pre-
ceding section of this mes-
sage. For the total mu-
tual security program, this 
budget recommends new 
obligational authority of 
$4,000 million for 1962, 
of which $1,800 million is 
for military assistance, 
$1,950 million for eco-
nomic and technical pro-
grams, and $250 million 
for contingencies. 

The 1962 recommenda-
tion has been determined 
with consideration for our 
present balance of pay-
ments situation and the 
steps being taken to im-
prove it. I have recently 
directed that the use of 
the funds provided for 
assistance abroad should 
emphasize the purchase 
of the necessary goods 
and services in the United 
States. Such foreign pro-
curement as may continue will be largely confined to less-developed 
countries, most of which do not increase their dollar reserves to any 
significant extent but tend rather to use their earnings to increase 
their imports. 

Organization and financing oj international programs.—Attention 
has been given constantly to the problem of improving the organi-
zation and administration of our international programs. For 
example, most of the recommendations of the President's Committee 
To Study the Military Assistance Program have already been fully 
or partially adopted. As required by section 604 of the Mutual 
Security Act of 1960, further analysis is being made of ways to 
improve the overall management and coordination of our various 
assistance programs. These studies will provide the basis for specific 
recommendations on organization later in the year when the detailed 
mutual security program for 1962 is presented to the Congress. Other 
studies concerning possible changes in the appropriation structure 
are currently under way. 

In addition to possible improvements in the organization of foreign 
economic activities, the Congress is urged to consider means by which 

LEGISLATIVE PROPOSALS 
(In addition to program extensions) 

1. Provide longer term financing for economic develop-
ment programs. 

2. Revise eligibility requirements for countries to receive 
economic assistance. 

3. Authorize U.S. participation in Organization for Eco-
nomic Cooperation and Development. 

4. Authorize payment of certain Philippine war damage 
claims. 

5. Repeal reservation with respect to jurisdiction of 
World Court. 
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INTERNATIONAL AFFAIRS A N D FINANCE 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-
1960 1961 1962 gational 

actual estimate estimate authority 
for 1962 

Economic and financial assistance: 
Mutual security—economic: 

Development Loan Fund $202 $275 $425 $700 
Defense support 741 705 665 650 
Special assistance 255 250 256 298 
Technical cooperation 172 183 190 203 
Other 114 112 119 99 

Mutual security—contingencies 129 150 220 • 250 

Subtotal, mutual security—economic and contingencies - 1,613 1,675 1,875 2,200 
Inter-American Social and Economic Cooperation Program. 50 
Inter-American Development Bank _ _ 80 110 110 
International Development Association 

80 
74 62 62 

Export-Import Bank. _ - 3 2 3 - 1 0 0 - 4 
62 

Commodity grants for emergency relief and development 
- 3 2 3 - 1 0 0 

abroad (title II, Public Law 480) and other 107 285 151 257 

Subtotal, economic and financial assistance 1,477 1,934 2,243 2,628 
Conduct of foreign affairs: 

Department of State, administration of foreign affairs 215 210 228 233 
Proposed legislation for Philippine claims 49 49 49 49 
Tariff Commission and other 4 4 3 3 

Foreign information and exchange activities: 
* United States Information Agency 113 125 138 140 

Department of State, exchange of persons 24 37 50 48 

TotaL_ 1,833 2,310 2,712 13,102 

1 Compares with new obligational authority of $2,672 million enacted for 1960 and $3,207 million 
(including $666 million of anticipated supplemental appropriations) estimated for 1961. 

funds can be provided through the normal budgetary process to meet 
the needs of more than one specific fiscal year. This applies particu-
larly to programs of long-term economic development and technical 
assistance in the training of manpower and the creation of basic eco-
nomic, social, and governmental institutions. The provision of longer 
term financing should not only enable a more effective use of aid but, 
in the long run, should be more economical. 

Eligibility for assistance.—Legislation is again requested to allow 
greater flexibility in providing assistance to certain countries which 
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MUTUAL SECURITY PROGRAM 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program new obli-
1960 1961 1962 gational 

actual estimate estimate authority 
for 1962 

Military assistance $1,609 $1,700 $1,750 $1,800 
Economic (including technical) assistance 1,484 1,525 1,655 1,950 
Contingencies 129 150 220 250 

Total, mutual security 3,223 3,375 3,625 14,000 

Compares with new obligational authority of $3,226 million enacted for 1960 ($1,331 million 
military, $1,895 million economic and contingencies) and $3,931 million estimated for 1961 ($1,800 
million military, $2,131 million economic and contingencies). 

are not in a position to meet the requirements of the Mutual Defense 
Assistance Control Act (Battle Act). Complex, time-consuming 
waiver procedures are now required for cases in which our own 
interests would be clearly fostered by the prompt extension of aid to 
countries endeavoring to reduce their dependence on the Soviet bloc. 

Economic and financial assistance.—The efforts of less-
developed countries in mobilizing their domestic resources for eco-
nomic growth will have to be supplemented during the next decade 
by continued investment from the economically more advanced coun-
tries. This investment will have to come from four major sources. 

First, an increasing share should be private capital, which could 
increase directly the productive capacities within these countries. 
Among the steps taken by the U.S. Government to foster this goal are 
the negotiation of investment treaties and the provision of information 
on investment opportunities. Efforts are also being made to use, 
where appropriate, existing guarantee authority. Private sources, 
such as foundations and other specialized groups, should also continue 
their substantial contributions to the overseas schools, hospitals, and 
churches, so important in promoting democratic society. 

Second, increased investment may be expected through international 
organizations. In addition to the International Bank for Recon-
struction and Development there are now the International Develop-
ment Association and the Inter-American Development Bank. These 
institutions are supported by contributions from many countries. 
Also, the United Nations Special Fund is receiving increasing sub-
scriptions from member countries. Further, the Congress should 
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authorize the United States to join the countries of Europe and 
Canada in the new Organization for Economic Cooperation and 
Development which will replace the Organization for European 
Economic Cooperation. The new organization will extend and 
invigorate the practice of consultation among its members and will 
help find ways to facilitate the flow of investment funds to less-
developed countries. 

Third, a greatly increased share of the needed investment must 
come from the bilateral programs of other industrialized nations. 
In the post-World War II era many of the other developed countries 
have succeeded in rebuilding their economies and have established a 
high rate of economic growth. In recent years they have substantially 
increased their gold and foreign exchange reserves. The time has 
come for such countries to augment materially their financing of 
the growth of the less-developed areas, and there is evidence of growing 
willingness on their part to do so. Strenuous efforts are being made 
to persuade our partner nations to accelerate significantly the pace 
at which they are taking on responsibilities for economic assistance 
as well as for the common defense. 

Finalty, common sense, goodwill, and national interest require 
that the U.S. Government continue substantial assistance. The 
needs of the less-developed countries cannot be met wholly by the 
efforts of private investors, international organizations, or other 
industrial countries. 

Loans for economic development.—In 1962, the United States will 
pay the second installments of its subscriptions to both the Inter-
national Development Association and the Inter-American Develop-
ment Bank. However, successful development in many countries is 
dependent upon additional loans from outside sources. The Export-
Import Bank expects to commit $602 million for development loans, 
and this budget proposes that $700 million be made available in 1962 
to the Development Loan Fund. Both agencies now have requests 
for a variety of productive projects in such fields as electric power, 
transportation, and industrial facilities. In some countries, such as 
India and Pakistan, loans will be needed on a basis broader than 
individual projects to insure the success of development plans. 

There is a pressing need to approve financing for development proj-
ects in several countries over and above the level of funds presently 
available to the Development Loan Fund. Accordingly, a supple-
mental appropriation of $150 million for 1961 is required. This sup-
plemental request, if approved, together with funds already appro-
priated for 1961, would make available the full amount requested in 
the 1961 budget. 

Mainly because of earlier commitments, expenditures by the De-
velopment Loan Fund are estimated at $425 million in 1962, an in-
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crease of $150 million over 1961. The Export-Import Bank plans to 
finance its operations without incurring net budget expenditures in 
1962 by encouraging private lenders to participate in its loan programs, 
by using funds obtained from repayments and interest on prior loans, 
and by selling notes from its large portfolio. 

Loans of the Development Loan Fund will continue to be made 
repayable largely in local currencies in order not to draw on the 
limited foreign exchange resources of the recipient countries. 

Latin America.—A supplemental appropriation of $500 million is 
recommended for 1961 for the Inter-American Social and Economic 
Cooperation Program which was authorized by the last Congress. 
This amount represents the total authorization and therefore no 
further appropriation will be required for 1962. These funds will be 
used for a broad range of projects of direct benefit to the people of Latin 
America in such fields as housing, education, agricultural improve-
ments, and land utilization. 

When plans become firmer, a supplemental appropriation for 1961 
should be requested for earthquake reconstruction in Chile under 
the $100 million authorization enacted by the last Congress. To 
cover interim needs a $20 million grant from mutual security con-
tingency funds has been made available to Chile, and surplus agricul-
tural commodities valued at $29 million are being shipped under the 
Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480). 

Defense support and special assistance.—New obligational authority 
of $650 million for 1962 is proposed for defense support, a reduction 
of $25 million from 1961, and $298 million is recommended for special 
assistance, an increase of $66 million over 1961. These programs not 
only help maintain substantial military strength by free world 
countries rimming the Soviet bloc, but also include special economic 
programs in certain vital countries, and provide for the continuance 
of other special programs such as malaria eradication. The increase 
in special assistance funds recommended for 1962 is due principally 
to the growing need for aid to Africa. Other countries which have 
had a traditional interest in that continent may be expected to con-
tinue the constructive work started there, and their assistance, like 
ours, should increasingly be channeled through an expanded United 
Nations effort which we have proposed. 

In estimating the requirements for defense support and special 
assistance, full account has again been taken of the substantial amount 
of economic assistance in the form of surplus agricultural commodi-
ties which may be programed under Public Law 480. For 1962, the 
budget estimates provide for placing almost complete reliance on 
Public Law 480 for financing the Government programs for export of 
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surplus farm products, but the mutual security program will continue 
to finance exports which cannot readily be programed under Public 
Law 480. The requirement that a specified portion of mutual security 
funds be used to finance exports of these commodities should be 
eliminated. 

Technical cooperation.—The scope and effectiveness of our technical 
assistance activities have been expanding, and this trend may be ex-
pected to continue. Experience has shown that improved human 
resources within a country are just as vital to development as capital 
assistance from without. New obligational authority of $203 million 
is requested for 1962 for technical cooperation programs, compared 
with $184 million enacted for 1961. Part of the increase is for a 
larger contribution to the United Nations Special Fund and United 
Nations technical assistance programs to support the continuing ex-
pansion of their work which has been made possible by larger con-
tributions from other countries. 

Contingency fund and other assistance.—Events of the past year have 
reemphasized the need for a fund to provide the President with the 
flexibility to meet international contingencies which cannot be foreseen 
in the budget. The situation in Africa continues fluid, and major 
emergency requirements are possible in other areas as well. To pro-
vide for such contingencies new obligational authority of $250 million 
is recommended under the mutual security program for 1962, [about 
the same as provided for 1961. This is the minimum amount re-
quired for the coming year consonant with the responsibilities of the 
President. 

Funds are also authorized under the Mutual Security Act for admin-
istration and for contributions to specialized programs such as those 
for refugees, Atoms for Peace, and children's welfare. For these pur-
poses, new obligational authority of $99 million for 1962 is recom-
mended. This amount is $6 million higher than available for 1961, 
due mainly to expanding administrative needs in Africa and Latin 
America. 

Conduct of foreign affairs.—In 1962, the Department of State 
plans to expand further its activities in three important areas of its 
work. The number of diplomatic and consular posts in Africa is 
expected to increase from 36 in 1960 to 49 by the end of 1962. A 
Disarmament Administration has been established within the Depart-
ment of State, and expansion of this activity is proposed. The 
Department will also intensify its efforts to increase U.S. exports, 
complementing efforts of the Department of Commerce. 

During the calendar year 1960, there were 17 countries in Africa 
which gained their independence. Official representation with these 
new governments must be established as early as possible and prepa-
ration must be made for representation in other countries soon to be-
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come independent. Because of the large number of new nations, a 
supplemental appropriation for 1961 is requested to cover costs of 
establishing new diplomatic and consular posts in Africa and raising 
certain existing consulates to embassy status. 

Legislation previously recommended to authorize payment of cer-
tain war damage claims of the Philippine Government should be 
enacted at an early date. The Congress should also act promptly 
to remove the existing reservation on acceptance by the United States 
of jurisdiction of the International Court of Justice (the World Court). 

Foreign information and exchange activities.—Substantial 
increases have been recommended in the 1962 budget for exchange 
programs and the programs of the United States Information Agency 
in Latin America and Africa, made possible, in part, by reductions in 
activities in Western Europe. It is essential that these activities be 
stepped up in these areas to the extent of our ability to do so effectively. 
The 1962 budget recognizes this need. However, if the developing 
situation indicates both a further need for additional resources and 
an ability effectively to utilize them, we should stand ready to expand 
further these efforts. In Africa, 20 new information centers requiring 
sizable initial costs will be put into operation in 1961 and 1962, mostly 
in the newly independent countries. In Latin America, special efforts 
will continue toward expanding and strengthening activities of the 
binational cultural centers. Construction of new, more powerful 
radio facilities for worldwide broadcasting is under way in North 
Carolina, with completion expected in December 1962. Initial activ-
ities are under way toward the construction of a radio facility in 
Liberia. In 1962, further improvement of facilities of the Voice of 
America abroad is proposed by quintupling the transmitter power in 
the United Kingdom and by procurement of a transportable radio 
relay station to meet special needs on short notice. 

The budget also provides for an expansion of cultural presentation 
activities and exhibits at international fairs abroad. Funds for this 
purpose are included in the estimates for the United States Informa-
tion Agency instead of being appropriated to the President as in 
previous years. The trade mission segment of the program is included 
in the estimates for the Department of Commerce. 

Activities under our cultural exchange agreement with the Soviet 
Union continue to progress mainly under private auspices. There 
are plans to exchange three Government-sponsored exhibits beginning 
this spring, each of which will be shown in several cities. A supple-
mental appropriation is proposed for 1961 to take advantage of this 
opportunity to demonstrate American achievements to a wide segment 
of the Russian people. 

Further expansion in the programs of the Department of State for 
the exchange of persons is proposed in 1962, particularly in Africa. 
Continuing support of workshops and foreign university chairs in 
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American studies, as well as assistance to American-sponsored schools 
abroad, is planned. An increase in the Department's new program 
of cultural and educational development abroad will permit many 
new contacts between foreign and American universities. The 1962 
estimates include funds for the continued development of the Hawaii 
Center for Cultural and Technical Interchange between East and 
West. 

COMMERCE, HOUSING, AND SPACE TECHNOLOGY 

The Federal Government provides a wide variety of aids to trans-
portation, operates the postal service, fosters local and private initia-
tive in housing and urban renewal, provides financial and other aids 
to small businesses and to areas suffering from substantial and per-
sistent unemployment, and helps finance civil defense preparations. 
Expenditures for many of these and other commerce and housing 
programs will continue to increase as workloads rise and past commit-
ments for construction and expansion fall due. Moreover, the 
Government's outer space activities are requiring substantially in-
creased expenditures. Nevertheless, the total expenditures of $3.4 
billion estimated for the fiscal year 1962 for commerce, housing, and 
space technology are $413 million less than the expenditures now 
estimated for 1961, primarily because legislation is proposed to increase 
postal rates and thus eliminate the postal deficit financed from the 
general fund. 

Space exploration and flight technology.—Civil space activi-
ties being carried forward under the National Aeronautics and Space 
Administration include : (1) the development of larger and improved 
space vehicles, new types of propulsion and equipment, and a wide 
range of necessary supporting research and development; (2) the 
development of systems of meteorological and communications sat-
ellites; and (3) the search for new knowledge about the universe 
through unmanned, and eventually manned, space exploration. The 
NASA also carries on research related to new and improved types of 
aircraft and missiles, chiefly to support programs of the military 
services. 

Expenditures for civil space programs are estimated at $965 million 
during fiscal year 1962, which is $195 million more than in 1961 and 
$564 million more than in 1960. Appropriations of $1,110 million for 
1962, and supplemental appropriations of $50 million for 1961, are 
recommended in this budget. Legislation is being proposed to au-
thorize the appropriations required for 1962 and to provide permanent 
authorization for later years. In addition, amendments to the 
National Aeronautics and Space Act of 1958 are again being pro-
posed to improve the organization and management of the space 
programs. 
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We have just cause to 
be proud of the accom-
plishments of our space 
programs to date and can 
look forward with confi-
dence to future achieve-
ments which will succeed 
in extending ever further 
the hor izons of our 
knowledge. 

The first attempts to 
develop communications 
systems have met with 
outstanding success with 
both the Echo I passive 
communications satellite, 
which has reflected signals 
between widely distant 
stations on the ground, 
and the Courier active 
communications satellite 
of the Department of De-
fense, which has stored 
and relayed messages 
transmitted to it from the 
ground. We are now 
ready, therefore, to take 
the first steps leading to 
a practical satellite com-
munications system for 
commercial use. While 
the special nature of space 
operations makes it neces-
sary and proper for the 
Government to take the 
lead in advancing the 
needed research and de-
velopment of satellites for 
commercial communica-
tions use and to conduct 
the launchings, private in-
dustry should participate 
in the development phase 
and should be aggressively 
encouraged to assume the 
costs of the establishment 

Commerce, Housing, and 
Space Technology: 

BUDGET TOTALS 
[In billions] 

I960 1961 1962 
actual estimate estimate 

Expenditures $2.8 $3.8 $3.4 
New obligational authority. . . 3.8 4.6 4.0 

LEGISLATIVE PROPOSALS 
(In addition to program extensions) 

1. Provide permanent authorization for space programs. 
2. Strengthen organization and management of space 

programs. 
3. Modify program of grants for airport construction. 
4. Incorporate the Washington, D.C., airports. 
5. Make domestic trunk airlines ineligible for future 

subsidy. 
6. Increase aviation gasoline tax to 4}£ cents, tax jet 

fuels, and credit receipts to general fund. 
7. Provide flexible interest rates on Government ship 

mortgage loans. 
8. Provide for reimbursement by Panama Canal Com-

pany for various costs borne by the U.S. Treasury. 
9. Raise highway fuel tax to 4% cents and repeal pending 

diversion of excise taxes. 
10. Finance forest and public lands highways from high-

way trust fund. 
11. Increase postal rates. 
12. Provide permanent authority for major housing 

programs. 
13. Increase reserves of Federal Savings and Loan In-

surance Corporation. 
14. Revise ceilings on interest rates on veterans, military, 

and rental housing loans. 
15. Extend direct housing loans for Korean conflict veter-

ans but terminate these readjustment benefits for 
World War II veterans. 

16. Authorize loans and grants to assist areas with chronic 
unemployment. 

17. Improve antitrust legislation. 
18. Strengthen programs for fallout protection. 
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COMMERCE, HOUSING, A N D SPACE TECHNOLOGY 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-
1960 1961 1962 gational 

actual estimate estimate authority 
for 1962 

S p a c e explorat ion a n d flight technology $401 $770 $965 $1,110 
Promot ion of av ia t ion : 

Federal Aviation Agency _ _ _ _ _ _ _ _ _ _ _ _ _ 508 640 730 686 
Civil Aeronautics Board 60 87 82 84 

Promot ion of water t ransportat ion: 

Department of Commerce. __ _ _ _ _ 269 279 338 293 
Coast Guard. _ 238 262 272 296 
Panama Canal Company (i) 16 10 

Provis ion of h ighways 38 39 0 ) ( 2 ) (2) 
Pos ta l s e r v i c e : 

Public service costs 37 49 63 63 
Postal deficit under present law 488 897 843 843 
Proposed rate revisions - 1 6 0 - 8 4 3 - 8 4 3 

Communi ty development and fac i l i t i e s : 

- 1 6 0 - 8 4 3 - 8 4 3 

Urban Renewal Administration 108 159 208 310 
Other 22 25 31 4 

Publ ic hous ing p r o g r a m s . __ __ _ 134 153 170 183 
Other a i d s to hous ing : 

Federal Savings and Loan Insurance Corporation: 
Present program _ _ - 2 0 - 3 5 - 6 4 
Proposed premium increase _ _ 

- 2 0 - 3 5 
- 1 6 4 

Federal Housing Administration - 5 3 3 21 53 
Veterans housing loans: 

Present program 206 100 115 150 
Proposed limitation on eligibility - 3 0 

Federal National Mortgage Association - 3 0 113 75 285 
College housing loans . . . . 201 172 200 100 
Farm housing loans and other - 2 5 - 3 9 26 12 

Other a i d s to b u s i n e s s : 

Small Business Administration 63 68 94 24 
Proposed area assistance legislation 10 83 
Other 33 56 58 71 

Regulat ion of commerce and f inance 58 67 74 73 
Civil and d e f e n s e mobilization 46 50 81 104 
Disas ter loans a n d relief - 1 14 7 9 

Total 2,782 3,784 3,371 3 3,993 

1 Less than one-half million dollars. 
2 Reflects proposed financing of Federal-aid highways in national forests and public lands from 

highway trust fund. 
3 Compares with new obligational authority of $3,784 million enacted for 1960 and $4,612 million 

(including $203 million of anticipated supplemental appropriations) estimated for 1961. 
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and operation of the commercial system. The recommendations in 
the 1962 budget, including a supplemental estimate for 1961, pro-
vide for moving ahead rapidly with the development of an active 
communications satellite system for commercial use, and anticipate 
that private concerns will provide $10 million in 1962 in support of 
the program. 

In the field of meteorology we have also achieved success with the 
Tiros I and Tiros II satellites. The 1962 recommendations provide 
for further experiments with more advanced Tiros and Nimbus satel-
lites, which may provide the basis for an operational system for 
weather forecasting and research. 

In the program for manned space flight, the reliability of complex 
booster, capsule, escape, and life-support components of the Mercury 
system is now being tested to assure a safe manned ballistic flight into 
space, and hopefully a manned orbital flight, in calendar year 1961. 
Further testing and experimentation will be necessary to establish 
whether there are any valid scientific reasons for extending manned 
space flight beyond the Mercury program. 

In unmanned space exploration, the scientific information received 
from our earth satellites and space probes has taught us a great deal 
about the earth and surrounding space. In the near future, the first 
launching under the Ranger unmanned lunar exploration program will 
take place. This program will eventually include the increasingly 
complex Surveyor and Prospector series. Investigations in the vicin-
ity of the planets Mars and Venus are planned under Project Mariner 
with initial launchings scheduled for 1962. Large earth-orbiting astro-
nomical and geophysical observatories are also planned as successors 
to our present scientific satellites. 

The success of many of the advanced projects planned for 1962 and 
future years will depend on the success of the new and powerful Cen-
taur and Saturn launch vehicles. Steady progress has been made on 
these boosters, which use proven liquid propellant in the lower stages 
and advanced liquid hydrogen propellant in the upper stages. The 
weight-lifting capability of the Saturn launch vehicle will surpass any 
currently known to exist. 

Transportation and communication.—-Few segments of our 
economic system are more essential to economic growth and national 
defense than an adequate and efficient transportation and communi-
cation network. This budget reflects important actions under way to 
modernize Federal transportation and communication programs. As 
a basis for future legislation, the Congress also has before it a compre-
hensive study of our Nation's transportation system completed last 
year by the Secretary of Commerce. 

Aviation.—The expanded program to improve air traffic control 
and navigation services, begun in 1957, is advancing rapidly under 
the direction of the Federal Aviation Agency. Over this period 
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budget expenditures for the promotion of civil aviation have risen 
from $219 million to an estimated $811 million for 1962. Large 
numbers of radars and instrument landing aids, as well as many new 
navigation aids and other airway facilities, have been placed in opera-
tion. Substantial progress has been made in achieving joint use of 
facilities for air defense and air traffic management purposes. The 
improvements being provided and those now under active develop-
ment by the Federal Aviation Agency will help assure accommodation 
of a growing volume of air traffic with maximum safety and efficiency. 

The continuing expansion of the modernization effort will cause ex-
penditures of the Federal Aviation Agency to rise by $90 million to 
an estimated $730 million in 1962. New obligational authority of 
$686 million is being requested, primarily for procurement of addi-
tional equipment, for operating the airways system, and for conduct-
ing research and development of new equipment and techniques. 

New legislation is recommended to authorize appropriations for con-
tinuing Federal grants-in-aid for airport construction beyond 1961. 
In this legislation, the present method of providing new obligational 
authority by contract authorization in substantive legislation should 
be changed to appropriations which are subject to the normal execu-
tive and congressional review process, but still provide for adequate 
advance planning by localities. For 1962, this budget includes recom-
mended appropriations of $40 million, which is $23 million less than 
the presently authorized level. The reduction reflects the sound policy 
that the level should progressively be reduced and that, after a reason-
able transition period, users and benefiting communities should assume 
full responsibility for the construction of airports, which should be 
largely self-financed. 

Legislation is again recommended to establish a Federal corporation 
to operate the Washington National and Dulles International Airports 
in the Washington, D.C., metropolitan area. This arrangement will 
provide greater management flexibility to meet changing requirements 
and permit more business-like operations. 

Subsidies to local-service airlines, including intra-Alaska operations 
and helicopter services in Chicago, Los Angeles, and New York, 
continue to be excessive. These Federal payments currently average 
about $12 per passenger-trip for all trips of local-service carriers. 
The reduction in subsidy expenditures of the Civil Aeronautics Board 
from $87 million in 1961 to $82 million in 1962 reflects the large non-
recurring payments in 1961 to reduce the backlog of unpaid subsidies 
from prior years rather than any reduction in accruing subsidies. 
According to current Board estimates, subsidies will rise to a peak in 
fiscal year 1963 and will remain above $80 million through 1966. 
Strong demands for additional services and for new routes to smaller 
communities could cause further increases in subsidies because the 
potential traffic is inadequate to pay the full costs of the services. 
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The dependence of these local-service carriers on the Federal Gov-
ernment should be reduced. Toward this end positive action is needed 
from both the Civil Aeronautics Board and the Congress. The Board 
should discontinue the least essential routes and stops in accordance 
with its use-it-or-lose-it policy, and should also develop other means of 
limiting Federal support. The Congress should review the basic 
promotional policy of the Federal Aviation Act, giving special atten-
tion to the question of whether the national interest justifies continuing 
substantial Federal payments to sustain deficit operations for service 
to points with very limited traffic. 

Domestic trunk airlines, now self-supporting, provide more pas-
senger miles of transportation than any other common carriers. In 
view of this evidence of the industry's growing maturity, the Congress 
should enact legislation to make trunk lines ineligible for subsidies 
after a period of subsidy-free operations. This will remove a potential 
burden on Federal resources. 

Airway user charges.—The civilian users of the Federal airways sys-
tem enjoy substantial benefits from the large and growing Government 
outlays for improved traffic control and navigation services. Federal 
costs for operating and improving the airways system, excluding air-
port grants and weather and other indirect services, now approach 
$600 million a year. It is wholly appropriate that civilian users begin 
to assume a more reasonable share of these costs, most of which are 
now borne by the general taxpayer. 

To achieve this purpose, it is again recommended that the present 
tax on aviation gasoline be increased from 2 to 4% cents per gallon 
and that the 4K-cent tax rate be extended to jet fuels, which are now 
tax free. In addition, receipts from the existing and proposed avia-
tion gasoline taxes should be placed in the general fund rather than 
transferred to the highway trust fund as at present. There is no 
sound reason for using these taxes to finance highway construction. 
The airlines should be assured that these tax increases may be re-
flected promptly in fare adjustments. 

Promotion of water transportation.—The steadily rising cost of oper-
ating U.S. merchant ships is seriously hampering our efforts to achieve 
a healthy, competitive merchant marine industry. Net expenditures 
by the Department of Commerce, chiefly the Maritime Administra-
tion, in 1962 are estimated at $338 million, up from $279 million in 
1961. Expenditures for replacement of war-built cargo ships are esti-
mated to rise by $23 million, and outlays for operating subsidies are 
expected to be $32 million more than in 1961. 

In order to assist the shipping industry to achieve lower costs and 
a stronger competitive position, the Government has recently initi-
ated a new research and development program. A primary objective 
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of this program is to make available the new equipment necessary to 
mechanize shipboard operations along the lines already well estab-
lished in shoreside industries. The full cooperation of Government, 
industry, and labor will be required to assure the success of this pro-
gram. Established practices and legislative policies must be re-
assessed, and attention must be focused on measures most likely to 
enhance the competitive position of U.S. merchantmen in interna-
tional trade. If the United States is to maintain its position as a 
maritime nation, if the industry is to be reasonably profitable and less 
dependent upon Government aid, and if maritime employment is to 
be stable and wages high, continuous bold innovations are necessary. 

It is again requested that the inflexible 3%% interest rate on ship 
mortgage loans made by the Maritime Administration be replaced by 
authority to charge the Government's full cost for such loans. 

Expenditures by the Coast Guard are estimated at $272 million in 
1962, which is $10 million more than in 1961. This increase reflects 
the operation of new loran stations, higher repair and maintenance 
costs, modernization of facilities, and replacement of equipment, such 
as patrol vessels, rescue helicopters, and aids to navigation. 

Construction will continue on the Balboa Bridge across the Panama 
Canal. Widening of the canal from 300 to 500 feet in the area of the 
Continental Divide will also continue, in order to accommodate in-
creased ship traffic. As a result of some increase in toll revenues 
and some decrease in capital outlays, budget expenditures of the 
Panama Canal Company in 1962 will be $6 million less than in 1961. 
The Company should be authorized to reimburse the U.S. Treasury 
for various costs associated with its operations which are not now 
recovered, including the increased annuity payable to the Republic 
of Panama in accordance with the treaty of 1955, and legislation to 
this end is proposed. 

Following extensive study, I have concluded that the commercial 
activities of the Panama Steamship Line should be discontinued and 
the Board of Directors of the Panama Canal Company has been re-
quested to take appropriate steps to do so. Commercial shippers 
now using the Panama Line have been notified of this action, and 
complete cessation of commercial activities of the Line is to be accom-
plished by February 10, 1961. Thereafter, the activities of the Line 
should be confined solely to the transportation of passengers and 
freight for the account of the Panama Canal Company and the Canal 
Zone Government. This action will undoubtedly require a re-
appraisal of the Line's operations, including a review of the need for 
supplying Company-owned shipping services to the Panama Canal 
Company from the continental United States, in the light of national 
maritime considerations and established Government policy to avoid 
undue competition with private enterprise. 
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Highways.—The Interstate Highway System has progressed con-
siderably since the enactment of the Highway Act of 1956, with 
almost 10,000 miles now open to traffic. Active work is under way 
on another 14,600 miles, of which approximately 1,600 miles are 
expected to be open to traffic by the end of calendar year 1961. To 
continue this progress and assure timely completion of the Interstate 
System, two important legislative actions are required. The highway 
fuel tax should be increased to 4% cents per gallon, as previously 
recommended, and the rate should be continued at this level through 
1972, instead of reverting to 3 cents on July 1, 1961, as provided by 
present law. The unwise diversion of automotive excise taxes from 
the general fund to the highway trust fund, also scheduled for July 1, 
1961, should be rescinded. 

Adoption of these recommendations will make it possible to com-
plete the Interstate System in 1973 to meet the traffic needs for which 
it is designed. The enactment of my previous recommendations 
to (1) transfer financing of forest and public lands highways, which 
for the most part are components of the Federal-aid systems, from 
the general fund to the highway trust fund and (2) retain the receipts 
from aviation gas taxes in the general fund, will not extend this planned 
completion date. Under the proposed program, Federal payments 
from the trust fund for highways in fiscal year 1962 are estimated at 
$3,029 million, up from $2,868 million in 1961. 

The Secretary of Commerce, in a report submitted to the Congress 
this month, is presenting a current estimate of $37 billion as the total 
Federal cost of the Interstate System. The estimated construction 
costs of this 41,000-mile system are about $1 billion less than in the 
1958 estimate, but the new total includes the cost of highway planning 
and administration not previously included. 

Postal service.—During recent years, the Post Office Department 
has been conducting a large-scale modernization program to improve 
the delivery of mail and to reduce handling costs per unit. For 
example, a new system of mail transportation and distribution is now 
providing overnight delivery of letter mail within all principal metro-
politan areas. Modern mail processing systems with electronic and 
mechanical equipment developed under the direction of the Depart-
ment are already in operation in 17 major postal facilities, and similar 
installations will soon be in use in 48 others. 

While the modernization program has increased the efficiency of 
postal operations and will contribute to savings in future costs, it 
cannot materially reduce the enormous postal deficit. In fiscal 
year 1962 this deficit is estimated at $843 million, after deduction 
of the $63 million estimated cost of services benefiting the public 
at large computed in accordance with the principles used by the 
Congress in previous years. The deficit is largely the result of the 
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enactment by the Congress in the postwar years of postal pay increases 
without corresponding rate increases. 

In the Postal Policy Act of 1958, the Congress established the 
policy that postal rates should be kept high enough to recover postal 
expenses except for the cost of certain public services as fixed by 
appropriation acts. In accordance with this policy, rate increases 
adequate to cover such expenses were proposed to the Congress in 
1959 and again in 1960. No rate legislation was enacted in either 
year. With record postal deficits in prospect for the current fiscal 
year and for 1962, rate increases must be provided promptly to 
achieve a self-supporting postal service. Accordingly, I strongly urge 
that additional revenue of $843 million be provided for the fiscal year 
1962 and that the higher rates be made effective by April 1, 1961, in 
order to reduce the postal deficit for the fiscal year 1961. Such action 
is necessary to eliminate the drain upon the Treasury of this mounting 
deficit for which there is no justification in law or in equity. 

Housing and community development.—During the past 
decade, housing construction and improvement have gone forward at 
the highest level in history. The housing shortages of the postwar 
period have been largely mot, and the housing conditions of the great 
bulk of the population improved. At the same time, major new 
governmental and private programs have begun to reverse the blight 
and deterioration afflicting our urban areas. Thus, a solid base has 
been laid for greater progress in the decade of the sixties. 

In the future, as in the past, the best results will be obtained by 
emphasizing leadership and financial participation by private industry 
and by local and State public agencies. Federal assistance can be 
most effective, most consistent with our free institutions, and least 
costly to the taxpayers if it emphasizes the supplementary action 
needed to help overcome obstacles to private and local accomplishment. 

The major needs for the immediate future can best be met by 
assuring private groups and local governments of the continuing avail-
ability of existing Federal programs. Unfortunately, at the present 
time most housing programs require legislative action at frequent 
intervals merely to continue present operations. These programs are 
no longer experimental. Their continued availability should not 
depend upon the enactment of legislation which also often includes 
controversial changes. Rather, the major existing housing programs, 
like most other Federal programs, should be authorized permanently, 
subject only to normal annual budgetary review by the executive 
branch and the Congress. 

Urban renewal.—The nationwide program to rebuild and rehabilitate 
our cities continues to grow. By the close of the current fiscal year, an 
estimated 68 projects in 50 cities will be completed, another 577 proj-
ects will be under way, and planning for 310 more will be in process. 
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These 955 projects will ultimately have required a total of almost $2 
billion in Federal grants to pay two-thirds of the net cost. If present 
trends continue, approximately the same amount may also be needed 
for Federal purchases of mortgages to finance construction of housing 
connected with the same projects. This Federal aid will generate 
much greater private and local investment and will result in sub-
stantial increases in property values and in tax revenues to local 
public agencies. 

This vital program should move forward on a basis which gives 
adequate assurance to local communities of continuing Federal 
assistance and also places proper emphasis on local participation. 
Accordingly, permanent authority should replace the present annual 
statutory limitations on Federal grants, with annual amounts pro-
vided through the normal appropriation process. Further, the local 
share in project costs should be increased from one-third to one-half 
to reflect more adequately the increases in local tax revenues and 
other direct benefits to the communities participating in the program. 
For the fiscal year 1962 new obligational authority of $300 million is 
recommended. 

Urban planning.—The various housing and urban renewal programs 
and the Federal-aid highway program have important impacts on the 
character and development of our rapidly growing metropolitan areas. 
To help assure that these aids make the maximum contribution to 
sound community development, the Secretary of Commerce and the 
Housing and Home Finance Administrator have established a new 
procedure for the joint use of urban planning grants and Federal-aid 
highway research and planning funds for comprehensive metropolitan 
planning. This procedure is intended not only to produce better 
planning for the use of Federal, State, and local funds, but also to 
encourage effective coordination and cooperation among the many 
local governments and the State and Federal agencies engaged in 
metropolitan development activities. To help carry out the new 
approach, as well as to aid mass-transit planning and to meet other 
expanding requirements, it is recommended that the present statutory 
limitations on appropriations for urban planning grants be removed 
and that the appropriation for such grants be increased to $10 million 
for 1962 from the $4 million appropriated for 1961. 

Public housing programs.—By the close of the fiscal year 1962 an 
estimated 522,000 federally aided public housing units will be occupied, 
and construction will be underway on 49,000 more units. Another 
49,000 units will be under contract for Federal contributions but 
construction will not yet have been started on these units. In view 
of the large number of authorized units not yet under construction, 
no additional authorization is recommended in this budget. Ex-
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penditures for contributions to local authorities will increase in 1962 
largely because of subsidies required on newly occupied units. 

Federal Savings and Loan Insurance Corporation.—A year ago legis-
lation was recommended to provide needed increases in the insurance 
reserve of the Federal Savings and Loan Insurance Corporation, which 
insures the share accounts of institutions representing the largest 
source of home mortgage financing. Because of the continuing rapid 
growth of these institutions, the Corporation's reserves are still only 
0.66% of the insured liability, and legislation is even more necessary 
now. Therefore, it is recommended that the present unnecessarily 
high requirement for investment in stock of the Federal Home Loan 
banks be reduced, and that insured savings and loan associations be 
required to make additional prepayments of insurance premiums of 
approximately the amounts of that reduction. The objective should 
be to build up the secondary reserves of the Corporation until total 
reserves reach 2% of the insurance liabilities. This proposal would 
cause a much more rapid increase in the insurance reserves of the 
Corporation, by adding an extra $164 million in 1962. It would 
not significantly increase the costs to member associations, but would 
allocate more realistically the combined resources of the Home Loan 
banks and the Corporation. 

Insurance oj private mortgages.—The Federal Housing Admin-
istration expects to increase its commitments to insure mortgages 
from about 800,000 housing units in the fiscal year 1961 to over 
900,000 units in 1962; about 40% of the 1962 commitments will be 
mortgages on newly built houses. However, since the present amount 
of insurance authority will be used up within the next few months, 
prompt action is needed to prevent interruption of this important pro-
gram. The Congress should remove the present ceiling on this au-
thority so that home buyers, builders, and lenders can count upon the 
continued availability of Federal mortgage insurance. 

Legislation should also be enacted to make permanent the authority 
to insure loans on home improvements, which expires October 1, 1961. 
This program, initiated in 1934, has proved to be an important aid to 
modernization of existing homes, and its continuance should no longer 
depend on periodic congressional action. 

Statutory ceilings on interest rates for certain types of mortgages 
insured by the Federal Housing Administration, as well as for direct 
and guaranteed loans of the Veterans Administration, have from time 
to time limited the effectiveness of these programs. In the past, the 
Congress has recognized the need for some increased flexibility in 
such interest rates in order to attract adequate private capital. In 
the present situation, the interest rate ceiling of 5}i% on housing 
loans guaranteed by the Veterans Administration is a serious obstacle 
to adequate private financing. The similar ceiling on insured mort-
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gages for rental housing, especially for the new housing program for 
the elderly, and the ceiling of 4%% on family housing for members of 
the armed services also discourage private financing. As previously 
recommended, these ceilings should be increased or removed by the 
Congress. The success of the new mortgage insurance program for 
nursing homes in obtaining private funds through slightly higher 
interest rates illustrates the importance of adequate flexibility in such 
rates. 

Veterans housing loans.—The last Congress extended the veterans 
direct housing loan program of the Veterans Administration for 
another 2 years, provided new obligational authority of $150 million 
for such loans for each of the fiscal years 1961 and 1962, and provided 
for a 2-year extension of the loan guarantee program for World War 
II veterans. The need for continuing the readjustment benefit 
programs of direct loans and loan guarantees for World War II 
veterans has long since passed. 

Changes are recommended in the direct loan program to (1) confine 
this program, beginning July 26, 1961, to veterans of the Korean con-
flict, (2) extend the program for Korean conflict veterans from the 
present termination date of July 25, 1962, until February 1, 1965 
(the same termination date as for loan guarantees for these veterans), 
and (3) finance the extended program from funds already authorized, 
augmented by funds from repayment of loans previously made. These 
changes will permit a satisfactory program of aid for veterans of the 
Korean conflict with expenditures of $85 million in 1962, a reduction 
of $15 million from 1961. 

Voluntary Home Mortgage Credit Program.—Authority for the Vol-
untary Home Mortgage Credit Committee expires October 1, 1961. 
Under present unrealistic interest rate limitations, this program can-
not contribute substantially to the financing of guaranteed home loans 
to veterans in remote areas. Other federally insured loans are, how-
ever, being placed for borrowers in such areas and for members of 
minority groups. The Committee is also now trying to find private 
financing for mortgages eligible for special assistance by the Federal 
National Mortgage Association. This program should, therefore, be 
extended for another 2 years. 

Mortgage purchases.—Mortgage financing requirements for housing 
for displaced families, for elderly families, and in urban renewal areas, 
will continue to increase in 1962. Despite the progress made by the 
Voluntary Home Mortgage Credit Committee in finding some private 
financing, the bulk of the financing needs for these types of housing 
will continue to be met through mortgage purchases by the Federal 
National Mortgage Association under its special assistance functions. 
The Association will require, for this purpose, additional new obliga-
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tional authority of $250 million in 1962; the legislation should au-
thorize provision of this amount through the appropriation process. 

Through its secondary market operations trust fund, the Federal 
National Mortgage Association will purchase an estimated $1 billion 
of insured and guaranteed mortgages of all types at market prices. 
Unlike the special assistance program, which is wholly financed by the 
Federal Government, almost all of the necessary funds for secondary 
market operations will be provided by sale of debentures to private 
investors and by purchase of common stock by mortgage sellers. New 
obligational authority of $35 million, however, is estimated to be 
required for additional Treasury subscriptions to the Association's 
preferred stock. 

College housing.—Legislation enacted by the last Congress provided 
sufficient authority to continue the present college housing program 
into the fiscal year 1962. I have previously recommended a new 
program to be administered by the Department of Health, Education, 
and Welfare to provide Federal assistance for university facilities of 
all types through loan guarantees and grants. As a transition to 
that new and broader program, new obligational authority of $100 
million for college housing loans is recommended for 1962. Together 
with funds from existing authorizations, this will permit new loan 
commitments of $200 million in 1962. 

Promotion and regulation of business.—The Federal Gov-
ernment provides a variety of direct and indirect aids to business 
enterprises. At the same time, Federal regulatory agencies and pro-
grams enforce competition and regulate monopoly in many specific 
areas. 

Small business.—Federal assistance to small business will continue 
to grow in 1962. Financial aid under the Small Business Investment 
Act to both small business investment companies and to State and 
local development companies is increasing at a rapid rate. The num-
ber of such investment companies is expected to exceed 400 by the end 
of June 1962, compared to 109 in June 1960, thus expanding the supply 
of private capital available to small businesses. Other loans by the 
Small Business Administration will continue at a high level, as will the 
efforts to assist small businesses in obtaining a larger share of Federal 
procurement and research contracts and in improving management 
methods. Special efforts are being made to provide assistance to 
firms displaced by urban renewal projects and firms in labor surplus 
areas. 

Legislation should be enacted to extend the important program of 
loans to local development companies, which otherwise expires at the 
end of the current fiscal year. In addition, legislation is again re-
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quested to extend the privilege of simplified filings under the Securities 
Act of 1933 to a wider range of securities issues, and thus to facilitate 
small business financing. 

Area assistance.—The Department of Commerce, with the assist-
ance of 16 other departments and major agencies, has further extended 
in the past year the wide range of Federal aids to local communities 
suffering from severe and chronic unemployment. However, private 
groups and local public officials must provide the primary initiative 
in finding successful permanent solutions for the difficult problems of 
their specific areas. 

For the past 5 years I have repeatedly recommended legislation 
which would provide the authority necessary for more effective 
Federal assistance without merely substituting temporary Federal aid 
for indispensable local leadership. Alternative proposals enacted 
by the Congress, which would have been less effective and more ex-
pensive, have been vetoed. The Congress is again urged to enact 
sound legislation to permit reasonable increases in Federal aid through 
a program of loans and grants. This program should continue to be 
administered by the Secretary of Commerce to avoid establishment of 
an unnecessary new agency. Appropriations of $83 million for 1962 
are requested to initiate the expanded Federal program. 

Export expansion.—The national export expansion program launched 
early last year by the Department of Commerce has already had 
considerable success. This budget includes recommendations for addi-
tional appropriations to help achieve further increases in exports and 
to place greater emphasis on encouraging travel to the United States. 

New York World's Fair.-—The Secretary of Commerce, at my re-
quest, is developing plans, in anticipation of authorizing legislation, 
for Federal participation in the New York World's Fair scheduled to 
open in the spring of 1964. 

Regulation oj commerce and finance.—Under this budget, the Federal 
Communications Commission, the Federal Trade Commission, the 
Interstate Commerce Commission, the Securities and Exchange Com-
mission, and the Civil Aeronautics Board will be further strengthened. 
The appropriations recommended for these five independent regulatory 
agencies will finance a staff 40% greater than at the end of 1956, an 
expansion clearly required by the growth of regulated industries, by 
new legislative responsibilities, and by the increased complexity of 
the problems involved. Numerous improvements in agency opera-
tions to simplify procedures and reduce backlogs are anticipated from 
a series of management studies made in recent months. The increas-
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ing workload of these agencies increases the need to adjust or impose 
charges on the regulated industries or activities sufficient to cover 
the costs of administration. 

The antitrust laws should be strengthened by legislation (1) re-
quiring large businesses to notify the antitrust agencies of proposed 
mergers, (2) empowering the Attorney General to issue civil in-
vestigative demands in antitrust cases when civil procedures are 
planned, and (3) authorizing the Federal Trade Commission to seek 
preliminary injunctions when it is likely that a proposed merger 
would violate the law. 

Civil and defense mobilization.—Prudent concern for the pro-
tection of the civilian population from hazards in a nuclear world 
makes it necessary to recommend increases for 1962 in appropriations 
for civil defense. The largest increases for nonmilitary defense will 
provide funds for increasing medical stockpiles and for the first full-
year cost of a program begun in 1961 to match State and local costs 
for civil defense personnel and administration. Additional funds are 
also requested for procurement of radiological equipment and for 
strengthening Federal activities in emergency health and manpower 
programs. 

The Congress and the executive branch have recognized that civil 
defense is the joint responsibility of Federal, State, and local govern-
ments. As exercise of its partnership, the Federal Government has, 
by leadership and example, implemented a national shelter policy, 
which recognizes the fallout shelter as the best single nonmilitary 
defense measure for the protection of the greatest number of people. 
Under this policy the Federal Government has instructed people 
in protective measures, conducted a sample survey of existing shelter 
capabilities, accelerated shelter research, and constructed prototype 
shelters for example and guidance. Moreover, the Congress has been 
urged to provide funds for inclusion of fallout shelters in appropriate 
new and existing Federal buildings. Funds and appropriate legisla-
tion are being requested to accelerate these activities in 1962. 

In order to strengthen the program, legislation is being proposed to 
require appropriate fallout shelters in certain new private construction 
where the Federal Government provides some form of financial 
assistance. This legislation will also provide for a 1-year program of 
grants to States to assist in the construction of fallout protection 
shelters in selected State buildings. Upon the enactment of this 
legislation, supplemental appropriations will be required. 

AGRICULTURE AND AGRICULTURAL RESOURCES 

In the fiscal year 1962, Federal programs for agriculture will 
continue to require heavy expenditures for much the same reason 
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as in the immediately pre-
ceding years: the lack of 
adequate modifications in 
the price-support laws to 
make them conform to the 
increased efficiency and 
growing productive capac-
ity of the agricultural in-
dustry. 

Estimated expenditures 
for agriculture and agri-
cultural resources in 1962 
are $5.1 billion, which is 
$165 million more than 
the estimate for the cur-
rent year and $263 million 
more than was spent in 
1960. Total new author-
ity to incur obligations 
requested for 1962 is $4.6 
billion, which includes 
$936 million to restore, to 
the extent necessary, the 
capital impairment of the 
Commodity Credit Cor-
poration resulting from 
previous price-support 
losses, and $1.7 billion to 
reimburse the Corpora-
tion for estimated costs 
and losses through fiscal 
fiscal year 1961 of other programs financed through that agency. 

Each year that the current unrealistic price-support program is con-
tinued complicates further the production adjustments that will have 
to be made before present Government controls over farm operations 
can be relaxed. Carryover stocks of wheat continue to rise. Current 
indications are that by July 1, 1961, wheat stocks will amount to 
about 1.5 billion bushels, which is more than an average year's pro-
duction and 2% times an average year's domestic consumption. 
Carryover stocks of corn and other feed grains have risen each year 
since 1952, and by the fall of 1961 are expected to reach 82 million 
tons, or about one-half an average year's production. While cotton 

Agriculture and Agricultural Resources: 

BUDGET TOTALS 
[In billions] 

1960 1961 1962 

actual estimate estimate 

Expenditures $4.8 $4.9 $5.1 
New obligational authority... 5.2 4.7 4.6J 

LEGISLATIVE PROPOSALS 
(In addition to program extensions) 

1. Modify price-support legislation, particularly wheat. 
2. Extend and expand conservation reserve concurrent 

with modification of wheat program. 
3. Extend and amend Sugar Act. 
4. Establish borrower-owned institution to finance rural 

electrification and telephone loans. 
5. Simplify and consolidate authority of Secretary of Agri-

culture for making farm ownership and operation 
loans. 

6. Require greater sharing by States in costs of farm 
disaster relief. 

7. Reduce advance authorization for agricultural conser-
vation program. 
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AGRICULTURE A N D AGRICULTURAL RESOURCES 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-
1960 1961 1962 gational 

actual estimate estimate authority 
for 1962 

Stabi l izat ion of f a r m prices a n d f a r m i n c o m e : 

Commodity Credit Corporation—price support, supply, 
and purchase programs $1,480 $1,423 $1,537 $936 

Commodity Credit Corporation—special activities: 
Public Law 480 (titles I and IV) 1,232 1,285 1,303 1,353 
International Wheat Agreement 66 72 71 89 
National Wool Act 93 62 66 59 
Transfer of bartered materials to supplemental stockpile. 192 208 175 163 
Other 6 —2 - 2 

Removal of surplus agricultural commodities 90 100 110 284 
Sugar Act 74 74 85 81 
Other _ _ 44 42 51 51 44 42 51 51 

Subtotal ___ 3,278 3,264 3,396 3,017 
Financing rural electrification a n d rural t e l e p h o n e s . . 330 328 340 255 
Financing f a r m ownership a n d operat ion : 

Farmers Home Administration 249 264 231 225 
Farm Credit Administration —3 4 4 3 

Conservat ion of agricultural l and and water r e s o u r c e s : 

Conservation reserve: 
Present program 324 354 357 330 
Proposed legislation for extension and expansion 19 19 

Agricultural conservation program: 
19 19 

Program total 237 236 234 238 
Under CCC special activities 0 ) ( - 4 ) ( - 8 ) 

Soil Conservation Service (including watershed protection 
0 ) ( - 4 ) ( - 8 ) 

and Great Plains program) 131 151 163 166 
R e s e a r c h a n d other agricultural services 293 336 357 352 

Total . . 4,838 4,936 5,101 2 4,605 

1 Less than one-half million dollars. 
2 Compares with new obligational authority of $5,151 million enacted for 1960 and $4,696 million 

(including $23 million in anticipated supplemental appropriations) estimated for 1961. 

carryover stocks are expected to be down slightly by the beginning 
of the fiscal year 1962 as compared with a year earlier, the cotton 
program continues to be a substantial drain on the budget, princi-
pally as a result of the sale of cotton abroad at prices substantially 
lower than support levels. 

Among the many aspects of the price-support program in need of 
major changes, the most urgent is the enactment of realistic price-
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support legislation for wheat. It is imperative that the Congress 
take early action so that farmers can make the necessary adjustments 
in their plans. Because of the time lag between enactment of new 
price-support legislation and its budgetary impact, legislation enacted 
in this session of the Congress can have little effect before the 1963 
budget. My previous recommendations for wheat legislation allow 
for considerable latitude in method of approach as long as the legis-
lation deals realistically with the problem. 

The last session of the Congress did not extend the authority of the 
Secretary of Agriculture to bring additional land into the conservation 
reserve. Since the rental rates needed to induce farmers to place large 
quantities of surplus-producing land in the conservation reserve 
depend in large part on levels of price supports, it would be unsound to 
attempt to set such rates high enough to compete with the present 
unrealistic level of price supports, particularly for wheat. Therefore, 
legislation proposed by this administration to extend the conservation 
reserve through the calendar year 1964 and to expand the program 
from the present level of 28.6 million acres to a maximum of 60 million 
acres should be enacted only if satisfactory legislation for wheat is 
also enacted. An expanded conservation reserve would not be effec-
tive unless largely concentrated in areas producing wheat and other 
surplus commodities. For this reason, the Secretary of Agriculture 
should be provided with specific authority to give special considera-
tion, in allocating conservation reserve funds, to those States and 
regions where curtailment of the production of wheat or other surplus 
commodities is consistent with long-range goals for adjusting pro-
duction. 

Stabilization ojjarm prices and income.—In fiscal year 1962, expend-
itures for price supports and other programs to stabilize farm prices 
and income are estimated at $3.4 billion, which is $132 million more 
than the amount currently estimated for 1961, and $118 million more 
than expenditures in 1960. Expenditures for these programs are not 
subject to regular annual budgetary control, since they are determined 
mainly by the loan, commodity purchase, and other price-supporting 
activities that the Commodity Credit Corporation is required to carry 
out under existing laws. In 1962 farm price support and related ac-
tivities account for about two-thirds of the estimated expenditures 
for agricultural programs. The budget estimate assumes that yields 
per acre of price-supported crops for the 1961 crop year will be in line 
with recent years. It also assumes a continued favorable level of 
exports of farm commodities. 

This high level of expenditures reflects, directly or indirectly, the 
continuation of present price supports in the face of a volume of agri-
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cultural production that cannot be absorbed by the domestic and world 
markets at currently supported prices. Total farm production for 
the calendar year 1960 established an all-time record both on an 
absolute and a per capita basis. It was 29% above the 1947-49 
average, and was achieved with 30% fewer farmworkers and 6% 
fewer crop acres. 

Surplus wheat, cotton, corn, rice, and other commodities are being 
utilized in our Food for Peace program to promote economic develop-
ment and common defense and to provide emergency relief for needy 
people abroad. The largest part of the program is the sale of farm 
commodities for foreign currencies under title I of the Agricultural 
Trade Development and Assistance Act of 1954 (Public Law 480). 
Because of the size of past sales, particularly a 4-year agreement with 
India, additional authority of $1.1 billion is recommended for the 
remainder of the calendar year 1961. Titles II and III of this act 
provide for donating surplus commodities to foreign governments pri-
marily for emergency relief needs and to private relief organizations in 
support of their activities abroad; over 55 million people benefited 
this past year from these donations. Continuation of the programs 
currently carried on under titles I and II will require legislation this 
year to extend them beyond December 31, 1961. 

Surplus agricultural commodities are also made available to the 
needy at home through the direct distribution program of the Depart-
ment of Agriculture, which is carried on under the permanent appro-
priation for the removal of surplus agricultural commodities and 
through the Commodity Credit Corporation's surplus disposal opera-
tions. In the fiscal year 1960, there were donations of 526 million 
pounds of surplus food, valued at $59 million, directly to needy families 
in the United States. In October 1960, there were 3.3 million people 
in the United States receiving surplus foods through these programs; 
additional persons benefited from food donations to the school lunch 
program and to institutions providing aid to the needy. 

Since the Sugar Act expires on March 31, 1961, prompt legislative 
action extending this program is required. In line with my previous 
recommendation, the Congress should amend the Act to provide the 
President with urgently needed flexibility in the allocation of 
quotas. 

The National Wool Act, which expires on March 31, 1962, should be 
extended, and its financing should be shifted to a direct appropriation 
basis. 

To conserve fiscal resources and to implement the principle that 
identifiable recipients of certain special services should pay for them, 
legislation is again proposed to permit the Federal Crop Insurance 
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Corporation to include its administrative expenses in determining 
appropriate premium rates for crop insurance. 

Rural electrification and telephones.—Expenditures of the Rural 
Electrification Administration are estimated at $340 million for 1962, 
and new obligational authority of $255 million is recommended, 
including $100 million for telephone loans and $145 million for electri-
fication loans. 

The Rural Electrification Administration has made a major con-
tribution to the development of rural America. About 97% of our 
farms now have central station electric service as compared with 11% 
in 1935. The telephone program also is making a real contribution 
to a better rural America by improving rural telephone service. 

The expanding use of power in the areas served by electric coopera-
tives, however, requires substantial amounts of new capital each year 
to provide additional generating capacity and heavier transmission 
and distribution facilities. More than half of the total power sales 
by the REA system are made to rural industrial, recreational, and other 
nonfarm users. These nonfarm users comprise about 80% of the new 
customers being added. 

The capital needs of the Rural Electrification Administration are 
being financed currently by loans from the Treasury at 2% interest. 
Loans are made to borrowers at this same rate. While special 
treatment of these programs through favorable Federal financing 
was justified in earlier years, the progress that has been made by the 
local systems in achieving the objectives of the Rural Electrification 
Act and in developing financial stability indicates that the time has 
come to plan for methods of financing other than through the Federal 
Government. To that end, legislation should be developed for a 
federally chartered institution to finance the future requirements of 
the rural electrification and rural telephone programs. Such an 
institution should be owned and managed by the REA borrowers 
subject to the examination and supervision of the Secretary of Agri-
culture. To launch the new institution on a sound basis, it should 
be assisted initially by a Federal loan, with provision for orderly 
retirement of the loan. Future capital needs of the REA borrowers 
should be met by the sale of the institution's obligations to the 
public. Provision should also be made for loans by the institution 
on behalf of the Secretary of Agriculture to borrowers who are unable 
to qualify for regular loans. 

Farm ownership and operation.—Expenditures for the loan programs 
of the Farmers Home Administration are estimated at $231 million 
for 1962, compared with $264 million estimated for 1961. Loans are 
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made by the Farmers Home Administration to borrowers who are 
unable to obtain credit from other sources at interest rates currently 
prevailing in their communities, in order to finance farm ownership 
and enlargement, farm operations, and soil and water conservation. 
Direct loans for farm ownership and soil and water conservation are 
supplemented with private loans insured by the Federal Government. 

Legislation previously recommended to simplify, consolidate, and 
improve the authority of the Secretary of Agriculture to make these 
types of loans should be enacted. Included in this legislation is a 
proposal to place the operations of the Farmers Home Administration 
on a revolving fund basis. 

Authority to make loans under the farm housing loan program 
expires June 30, 1961. Extension of this separate farm housing loan 
authority is not recommended, since loans similar to the farm housing 
loans would be authorized under the general legislation being recom-
mended relating to the loan authority of the Secretary of Agriculture. 

Legislation should be enacted, as recommended previously, to 
require the States to share a greater part of the costs of farm disaster 
relief assistance. 

Conservation of agricultural resources.—Expenditures in 1962 under 
the conservation reserve program are expected to be $357 million 
under existing legislation. If legislation extending and expanding 
this program is enacted as proposed in this budget, additional ex-
penditures of $19 million in 1962 would result. Under the proposal, 
there would be a net increase of 10.5 million acres during the 1962 
program year, bringing the total at the end of that year to 39 million 
acres. However, most of the increase in expenditures required for 
the 1962 program would not occur until 1963 and later fiscal years. 
To the extent that additions of land to the conservation reserve result 
in curtailment of the production of price-supported agricultural 
commodities, the added expenditures resulting from extension and 
expansion of this program will be accompanied by lower outlays for 
price supports. 

An advance authorization of $100 million is recommended for the 
1962 agricultural conservation program. This will affect primarily 
the expenditures for the fiscal year 1963. In recent appropriation acts 
the Congress maintained this program at a level which far exceeded 
my recommendations. As a result, expenditures for the agricultural 
conservation program are estimated to be $236 million in 1961 and 
$234 million in 1962. The $100 million advance authorization, to-
gether with other aids for soil and water conservation, will provide 
substantial incentives for the Nation's farmers to meet our high-
priority conservation needs. 
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Federal cost-sharing assistance in the future under this program 
should be concentrated on conservation measures which will foster 
needed shifts to less intensive uses of cropland, and assistance should 
be eliminated for practices which increase capacity to produce agri-
cultural commodities already in surplus supply. Continuation of 
cost sharing for output-increasing practices directly conflicts with the 
recommended expansion of the conservation reserve program under 
which cropland is removed from production. 

New obligational authority of $66 million is recommended for the 
upstream watershed programs, including $46 million under the Water-
shed Protection and Flood Prevention Act. Of this amount, $10 
million is for initiating construction of projects involving an estimated 
total Federal cost of $70 million. Expenditures under these programs 
are expected to be $65 million in 1962, which is an increase of $12 
million over 1961 and $21 million over 1960. New obligational 
authority requested for the Great Plains program totals $10 million, 
the same as for 1961. 

Research and other agricultural services.—Expenditures for research, 
education, and other agricultural services in 1962, including $17 mil-
lion for purchases of foreign currencies to finance research and market 
development programs abroad, are estimated at $357 million, which 
is an increase of $22 million over 1961. This increase reflects primarily 
additional support for the research programs of the Agricultural 
Research Service and continuing progress on laboratory construction. 

Rural development.—The rural development program inaugurated 
by this administration is successfully stimulating economic progress 
and growth in low-income farming areas of the Nation. It is becom-
ing widely accepted as a major national approach to helping families 
in these areas. By June 30, 1961, it is expected that some 350 coun-
ties in 39 States will be participating in the program. Among the 
impressive gains reported in participating areas are the following: 
(1) new farm crops have been introduced and production on small 
farms improved; (2) the number of jobs has increased through the 
establishment of new industries and enlargement of others; (3) income 
has increased from nonfarm sources such as recreation, tourist services, 
and expanded business activities; and (4) educational and training 
programs have been inaugurated for those who have little oppor-
tunity to enter commercial farming. 

The Federal Government supports this program principally through 
a redirection and strengthening of existing services and activities. 
Emphasis is placed on cooperation among Federal and State agencies 
and local groups. In the Department of Agriculture, the program is 
conducted as a part of the continuing responsibilities of 10 of its 
agencies, with general leadership furnished by the Extension Service, 
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for which an increase of $2 million is estimated in this budget. Other 
Federal departments and agencies have accelerated their activities 
that contribute to the aims of the rural development program. These 
agencies include the Small Business Administration, and the Depart-
ments of the Interior, Commerce, Labor, and Health, Education, and 
Welfare. All of these activities are carried out under the general 
guidance of the Committee for Rural Development Program which 
was established by Executive order. 

NATURAL RESOURCES 

Sound development of our natural resources is necessary to meet 
the needs of our growing population and expanding economy. The 
budget recommendations for the fiscal year 1962 provide for appro-
priate Federal participation in the development, conservation, and 
use of these resources, in cooperation with State and local agencies 
and private interests. 

Federal expenditures for natural resources are estimated to be 
$2.1 billion in 1962 compared with $2 billion in 1961. These expendi-
tures are higher than in any previous year. 

Water resources.—-Approximately two-thirds of the Federal ex-
penditures for natural resources in 1962 will be for water resources 
activities. The programs of the Corps of Engineers and the Bureau 
of Reclamation will require expenditures estimated at $1.2 billion— 
a record level. Of this amount, $1 billion will be spent on construc-
tion. This includes $976 million for continuation of work on projects 
started in 1961 or prior years, $11 million for first-year expenditures 
on 37 proposed new project starts, and $13 million for advance plan-
ning of projects needed in later years. A large share of the construc-
tion expenditures of these agencies will be for multiple-purpose river 
basin projects, including flood control, navigation, irrigation, water 
supply, hydroelectric power, and in some cases related recreational 
and fish and wildlife benefits. 

For the Corps of Engineers, the budget includes appropriations of 
$15 million for starting 31 new projects and an additional number of 
smaller projects costing less than $400 thousand each. The estimated 
total cost of building these new projects is $302 million. Appropria-
tions of $6 million are also recommended to enable the Bureau of Rec-
lamation to begin construction on five new projects, with an estimated 
total cost of $141 million, and to make a loan for one small reclamation 
project for which the total Federal commitment will be $5 million. 

The 1962 program of the Bureau of Reclamation includes protective 
works for the Rainbow Bridge National Monument, as required by 
law in connection with construction of Glen Canyon Dam. 
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It is again recommended 
that the Congress author-
ize construction by the 
Bureau of Reclamation of 
the Fryingpan-Arkansas 
project in Colorado. 

A few months ago agree-
ment was reached between 
the United States and 
Canada on the basic terms 
of a treaty for the coop-
erative development of the 
water resources of the 
Columbia River Basin. 
The proposal envisages 
the construction in Can-
ada, within a 10-year 
period, of three major res-
ervoirs and the construc-
tion by the United States 
of the authorized Libby 
project in northern Mon-
tana. The substantial 
flood control and power 
benefits which will result from this agreement will be realized at a 
much earlier date with materially less cost than would be the case if 
they were provided by unilateral rather than by cooperative endeavor. 
The location of the proposed storage reservoirs will not interfere with 
the cycle for salmon and other anadromous fish, which constitute an 
important economic and recreational asset of the Pacific Northwest. 
The Senate should give prompt attention to the ratification of the 
treaty when it is presented. Following this ratification, preconstruc-
tion planning of Libby Dam should be started by the Corps of 
Engineers. 

The previous Congress enacted legislation to authorize negotiation 
of an agreement between the United States and Mexico for the joint 
construction of Amistad (Friendship) Dam on the Rio Grande, and 
appropriated $5 million for this project. The 1962 budget includes 
$12 million to finance further work on the dam as soon as the technical 
details relating to its construction are approved by the two Govern-
ments. 

Legislation should be enacted to place the financing of the Bureau 
of Reclamation and the power marketing agencies of the Department 

Natural Resources: 

BUDGET TOTALS 
[In billions] 

New obligational authority. 

I960 1961 1962 
actual estimate estimate 

$1.7 $2.0 $2.1 
2.5 2.0 2.0 

LEGISLATIVE PROPOSALS 

1. Authorize Fryingpan-Arkansas project. 
2. Authorize establishment of river basin planning com-

missions. 
3. Require non-Federal interests to bear at least 30% of 

the cost of local flood protection projects. 
4. Complete acquisition of unique wilderness area in Su-

perior National Forest for public use. 
5. Preserve three undeveloped seashore areas for public use. 
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NATURAL RESOURCES 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-
1960 1961 1962 gational 

actual estimate estimate authority 
for 1962 

L a n d a n d water r e s o u r c e s : 

Corps of Engineers $867 $930 $930 $932 
Department of the Interior: 

Bureau of Reclamation 209 240 305 290 
Power marketing agencies 34 41 36 36 
Indian lands resources 59 68 63 64 
Public domain lands and other 35 45 50 50 

Tennessee Valley Authority 12 55 103 30 
Federal Power Commission 7 8 9 9 
International Boundary and Water Commission and other- 12 15 19 20 

F o r e s t r e s o u r c e s 220 263 311 248 
M i n e r a l r e s o u r c e s . . 65 66 67 82 
Recrea t iona l r e source s 74 87 101 105 
F i s h a n d wildlife re sources 68 75 84 85 
G e n e r a l r e s o u r c e surveys a n d adminis trat ion _ 51 58 60 61 

Total 1,713 1,951 2,138 12,012 

1 Compares with new obligational authority of $2,533 million enacted for 1960 and $2,049 million 
(including $139 million of anticipated supplemental appropriations) estimated for 1961. 

of the Interior on a revolving fund basis, retaining annual review and 
control by the Congress. 

Net bu4get expenditures of the Tennessee Valley Authority are 
estimated at $103 million in the fiscal year 1962. The increase of $48 
million over the current year will be largely for construction of power 
and navigation facilities. Under the authority to sell revenue bonds, 
enacted in August 1959, the TVA issued $50 million of such bonds in 
November 1960. The Authority plans to issue an additional $140 
million in the fiscal year 1962 which, together with power revenues, 
will provide funds for continuing construction of power facilities and 
for starting construction of a new steam powerplant in the eastern 
part of the TVA power area. Construction will continue on Wheeler 
and Wilson locks and on the navigation features of the Melton Hill 
project, financed by appropriated funds. The Authority plans to 
make a payment of $50 million from power proceeds to the Treasury 
in fiscal year 1962, of which $40 million is a dividend and $10 
million is a return of Government capital. A similar payment, 
estimated at $51 million, is being made in 1961. 

The 1961 and 1962 programs of the TVA contemplate the acquisi-
tion of certain coal land or mining rights, on which options have been 
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taken, in the eastern portion of its coal supply area. Since it has not 
been clearly established that such acquisitions are necessary to assure 
an adequate reserve of coal for TVA's operations, I have directed that 
these actions not be taken without specific Presidential approval. 

Research conducted by the Department of the Interior over the 
past several years has reduced substantially the cost of obtaining 
fresh water from saline water. Two demonstration plants for con-
version of sea and brackish water into fresh water will be completed in 
the fiscal year 1962. Appropriations of $3.5 million are recommended 
for starting two additional plants in 1962, one at Roswell, N. Mex., 
and the other at a location to be selected on the east coast. 

River basin planning commissions.—In addition to the Corps of 
Engineers, Bureau of Reclamation, Tennessee Valley Authority, 
and International Boundary and Water Commission, several other 
Federal agencies participate in phases of water resources programs. 
The Department of Agriculture assists local groups in watershed pro-
tection and flood prevention; the Department of Health, Education, 
and Welfare has responsibility relating to control of water pollution; 
and the Federal Power Commission has broad river basin planning 
authority in connection with licensing construction of private power 
projects. The Fish and Wildlife Service, National Park Service, and 
other agencies also participate in certain aspects of water resources 
projects. Furthermore, activities of State and local agencies and 
private interests in the field of water resources are of increasing 
importance. Only with coordinated planning on the part of all groups 
concerned can there be assurance that all possible uses of water are 
adequately considered. 

To provide for comprehensive, coordinated planning, legislation is 
being submitted to authorize the President to establish water re-
sources planning commissions as needed in the various river basins or 
regions. These commissions would be composed of Presidentially 
appointed members from the various Federal agencies and the States. 
They would prepare and keep current comprehensive, integrated river 
basin plans. This proposed general authority would be an improve-
ment over separate laws such as those which established the two ad hoc 
river basin study commissions for the Southeastern and Texas areas. 

Cost sharing for local flood protection.—The varied requirements for 
financial participation by State and local interests in local flood pro-
tection projects have resulted in inequities among the various bene-
ficiaries of such projects. In the case of projects of the Corps of 
Engineers, the Bureau of Reclamation, and the Department of Agricul-
ture, non-Federal contributions range from zero to over 60% of flood 
protection costs. In previous budget messages, legislation has been 
recommended to provide an equitable, uniform minimum of 30% 
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non-Federal cost sharing for all flood protection projects. Although 
the Congress did not act on that proposal, a forward step was taken 
in the Flood Control Act of 1960, which provides for a uniform mini-
mum of 20% non-Federal cost sharing on local flood protection projects 
of the Corps of Engineers authorized by that act. The Congress is 
urged to broaden this action by requiring a minimum of 30% cost 
sharing on all local projects providing flood protection benefits which 
are authorized in the future for the Corps of Engineers, the Bureau of 
Reclamation, and the Department of Agriculture. 

Public domain and Indian lands.—In the fiscal year 1962, expendi-
tures for the conservation and development of the public domain lands, 
administered by the Bureau of Land Management, will be $43 million, 
somewhat higher than in 1961. Receipts from grazing fees, timber 
sales, and mineral leases on the public domain lands, including the 
Outer Continental Shelf, are estimated at $221 million in the fiscal 
year 1962, an increase of $55 million over the revenues estimated for 
the current year. A portion of the estimated increase will result from 
the increases authorized last year in the fees for noncompetitive oil 
and gas leases. Some of these revenues are shared with States and 
counties. Shared-revenue payments to these governmental units in 
1962 from the public domain lands amount to $58 million. 

Estimated expenditures of $63 million for the management of 
Indian lands in the fiscal year 1962 include $33 million for construction 
of roads; for irrigation facilities; and for buildings and utilities, mainly 
additional school facilities for Indian children who reside on lands 
held in trust by the United States. 

Forest resources.—Some increases in expenditures of the Forest 
Service in 1962 are needed to carry forward its long-range develop-
ment program for the national forests. These increases will be for 
forest roads and trails and for forest protection and utilization, 
including forestry research, fire prevention, and recreational facilities. 
A supplemental appropriation of $69 million is being requested for the 
fiscal year 1961 to enable the Forest Service to pay for those portions 
of the forest lands of the Klamath Indians which are not sold to com-
petitive bidders by April 1, 1961 (as required by Public Law 85-731), 
with expenditures estimated in the fiscal year 1962. These increases 
will be offset in part by an expected decrease from the expenditures 
of $33 million in 1961 for fire fighting in the national forests—the 
highest annual expenditures on record. 
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Management of the national forest lands yields substantial revenues, 
mostly from timber sales and grazing permits. These receipts—which 
are in addition to the amounts cited earlier under public domain 
lands—are estimated at $156 million in the fiscal year 1962. Shared 
revenue payments to the States in 1962 are estimated at $29 million. 

Legislation is recommended to provide authority for the Secretary 
of Agriculture to complete acquisition of the remaining lands in the 
Boundary Waters Canoe Area of the Superior National Forest in 
order to preserve this unique wilderness area for public use. 

Mineral resources.—Amendments to the Helium Act during the last 
session of the Congress authorize a long-range program for conserving 
vital helium resources. Under these amendments, effective March 
1, 1961, private industry will be encouraged to finance, build, and 
operate plants to recover helium for sale to the Department of the 
Interior. Where necessary, the Secretary of the Interior may take 
direct steps to conserve this important resource. The program is 
to be financed from, borrowing authority, subject to the appropriation 
process. Supplemental borrowing authority of $12 million for the 
fiscal year 1961 is recommended so that the Bureau of Mines can 
start the program promptly, and provision is made in the 1962 
budget to augment this initial amount by $15 million. 

The Bureau of Mines will continue its research on improved methods 
of production and utilization of coal and other minerals. Under 
recent legislation, the Department of the Interior will contract with 
educational, trade, and other organizations for research aimed at 
early solutions to some of the problems confronting the coal industry. 

Recreational resources.—The rapidly expanding use of public recre-
ational facilities is placing great demands on the resources of our 
national park system. The estimated increase of $14 million in ex-
penditures of the National Park Service from 1961 to 1962 will provide 
for needed maintenance and rehabilitation of the park areas and for 
operation of new facilities and areas added to the system in recent 
years. Prompt action should be taken on legislation, as recommended 
last year, to permit the Secretary of the Interior to acquire three of 
the remaining undeveloped seashore areas for the national park system. 
Such action will enable these areas to be preserved for public benefit. 

The forthcoming report of the Outdoor Recreation Resources 
Review Commission will provide a comprehensive survey of outdoor 
recreational resources and needs. The report should be useful as a 
guide for Federal, State, local, and private interests in their plans for 
meeting increasing needs for recreation. 
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Fish and wildlife resources.—Expenditures for fish and wildlife re-
sources in the fiscal year 1962 are estimated at $84 million, an increase 
of $9 million over the current year. Part of the increase will be for 
management and operation of fish hatcheries and wildlife refuges by 
the Bureau of Sport Fisheries and Wildlife. Outstanding refuges 
recently established by the Secretary of the Interior are the Arctic, 
Kuskokwim, and Izembek wildlife ranges in Alaska, comprising 11.2 
million acres, with unique values as waterfowl breeding grounds and 
with wilderness areas of scenic beauty. Increases for the Bureau of 
Commercial Fisheries are for construction of oceanographic research 
facilities, and for biological and technological research to be initiated 
in 1962 under a special foreign currency program to aid the fishing 
industry. 

General resource surveys.—Expenditures of the Geological Survey 
will increase primarily as a result of increased interest and partici-
pation by the States in the cooperative programs for topographic and 
geological mapping and water resources investigations. 

LABOR AND WELFARE 

The labor and welfare programs of the Federal Government have 
assumed in the last decade a growing role in meeting human needs in 
our increasingly complex, urbanized society. These programs provide 
manpower, health, education, science, economic security, and welfare 
services of great importance to the entire population and also assist 
many special groups such as the aged, the children, the disabled, the 
unemployed, and the needy. 

Budget expenditures for labor and welfare programs in the fiscal 
year 1962 are estimated at $4.8 billion, an increase of $276 million 
over 1961. In the last decade these budget expenditures have more 
than doubled. Labor and welfare benefit payments from the social 
security and other trust funds, supported largely by payroll taxes on 
employers and employees, have increased fivefold in the same period 
to an estimated $19.6 billion in 1962. 

Of estimated expenditures of $24.4 billion from budget and trust 
accounts for labor and welfare programs for 1962, an estimated $13 
billion will be for benefits and services for elderly persons. When 
benefits for veterans and others are added, total estimated expendi-
tures in 1962 for benefits and services for persons who are 65 and over 
exceed $16 billion. 

New obligational authority recommended for 1962 for labor and 
welfare programs in the budget totals $5 billion, and is $88 million 
more than estimated for the current fiscal year. The largest program 
increase is for public assistance, including medical care for the aged. 
The proposed appropriations for hospital construction grants are lower 
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than the amounts enacted 
for 1961, but expenditures 
will increase by $13 mil-
lion as a result of commit-
ments under obligational 
authority provided in prior 
years. Recommended ap-
propriations, as well as 
estimated expenditures, 
for programs to assist fed-
erally affected school dis-
tricts are reduced for 1962 
in view of the modifica-
tions proposed in those 
programs. 

Education.—The vital-
ity of our democracy and 
the productivity of our 
economy depend in large 
measure on the develop-
ment of our human re-
s o u r c e s through an 
effective educational sys-
tem. Primary responsi-
bility for education rests 
with the local communi ties 
and States and with pri-
vate institutions and 
groups. The strength of 
our American educational 
system flows from its free-
dom ajid this broad basis 
of support. Thus, the 
Federal role in education 
is properly a supplemen-
tary one, limited primarily 
to providing assistance 
where there is a special 
national concern. For 
such assistance, the Fed-
eral Government will 
spend in all budget cate-
gories about $1 billion in 
1962 for educational ac-
tivities, including college 

Labor and Welfare: 

BUDGET TOTALS 
[In billions] 

I960 1961 1962 
actual estimate estimate 

Expenditures $4.4 $4.5 $4.8 
New obligational authority 4.6 4.9 5.0 

LEGISLATIVE PROPOSALS 
(In addition to program extensions) 

1. Authorize financial aid for public elementary and 
secondary school construction. 

2. Authorize financial aid for construction of college 
facilities. 

3. Modify programs for aid to schools in federally affected 
areas. 

4. Remove affidavit requirement from National Defense 
Education Act. 

5. Remove limitation on grants to States for administra-
tion of employment security programs. 

6. Extend coverage of unemployment compensation sys-
tem to 3 million additional workers. 

7. Adjust minimum wage and extend coverage. 
8. Strengthen Welfare and Pension Plan Disclosure Act. 
9. Assure equal pay for equal work. 

10. Improve laws governing hours of work and overtime 
pay on Federal construction projects. 

11. Improve hospital construction grant program. 
12. Authorize grants for construction of medical and 

dental schools. 
13. Establish loan guarantee program for construction of 

group practice medical and dental facilities. 
14. Strengthen authority for air and water pollution 

control. 
15. Transfer Freedmen's Hospital to Howard University. 
16. Extend coverage of old-age and survivors insurance 

system to Federal civilian employees and to phy-
sicians. 

17. Broaden medical aid for aged through voluntary 
Federal-State programs. 

18. Revise military service reimbursement to railroad 
retirement and old-age and survivors and disability 
insurance trust funds. 
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LABOR A N D WELFARE 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-
1960 1961 1962 gational 

actual estimate estimate authority 
for 1962 

Promotion of education: 
National Science Foundation, science education $57 $65 $69 $74 
Department of Health, Education, and Welfare: 

Assistance to schools in federally affected areas: 
Present programs 258 264 173 102 
Proposed legislation 60 93 

Defense education program 129 161 190 194 
Vocational education and other 65 73 79 80 

Other, primarily Bureau of Indian Affairs 60 64 69 73 
Promotion of science, research, libraries, and museums: 

National Science Foundation, basic research 63 90 119 138 
Department of Commerce: 

Bureau of the Census 100 38 19 17 
National Bureau of Standards and other 17 28 54 77 

Other 31 47 58 40 
Labor and manpower: 

31 47 58 40 

Department of Labor: 
Grants for administration of employment services and 

unemployment compensation 1 325 
Repayable advances to unemployment trust fund 

325 
36 - 4 2 

Other.. 29 47 48 47 
Other, primarily Selective Service System and National 

29 47 48 47 

Labor Relations Board 57 64 66 67 
Promotion of public health: 

National Institutes of Health 348 439 516 540 
Hospital construction and research grants and activities. _ 146 157 170 153 
Grants for construction of health research facilities 26 26 25 30 
Community and environmental health 58 75 101 104 
Grants for construction of waste treatment facilities 40 41 43 50 
Other— 199 234 240 251 

Public assistance: 
199 234 240 251 

Present programs 2,061 2,162 2,290 2,291 
Proposed legislation for medical care for the aged 25 25 

Correctional and penal institutions 46 49 52 52 
Other welfare services: 

School lunch and special milk programs: 
Present programs 234 245 155 326 
Proposed legislation to extend special milk program 94 95 94 95 

Other, primarily vocational rehabilitation 68 78 84 105 

Total 4,419 4,483 4,759 2 5,025 

1 By law the receipts and expenditures for employment security grants are shown as trust fund 
transactions for 1961 and 1962, and as budget transactions for 1960. 

2 Compares with new obligational authority of $4,574 million enacted for 1960 and $4,937 million 
(including $34 million in anticipated supplemental appropriations) estimated for 1961. 
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housing loans and readjustment aid to veterans, but excluding indirect 
assistance through research contracts and grants. 

In the last few years, it has become increasingly clear that the 
national interest requires an expansion of Federal activities in the 
field of education. Accordingly, I recommended in 1958, and the 
Congress enacted, the National Defense Education Act to assist 
students, particularly those interested in science, mathematics, and 
languages, and to help States improve school facilities and services. 
I have also recommended repeatedly and again recommend the enact-
ment of temporary legislation to provide Federal assistance for 
construction of primary and secondary school classrooms and for 
construction of college classrooms and supporting facilities. 

As outlined in last year's budget message, the proposed program 
would stimulate and assist in the construction of $3 billion of public 
elementary and secondary schools in the next 5 years by a Federal 
commitment to pay half the debt service (principal and interest) on 
school bonds. The cost to the Federal Government over a 30-year 
period would be about $2 billion. To help institutions of higher 
education finance construction of required facilities, the legislation 
would authorize a 5-year program which would provide (1) Federal 
guarantees of principal and interest on $1 billion of non-tax-exempt 
bonds to be sold by colleges to private investors and (2) Federal 
grants, payable over 20 to 35 years, of 30% of the principal of $2 
billion of bonds to be issued by colleges. The aggregate Federal cost 
of the aid to institutions of higher education would be about $600 
million. 

The precise requirements for Federal aid to local school districts 
are difficult to determine because of the inadequacy of available 
information on the classroom needs of districts in various parts of the 
country and on their financial capacity to meet these needs. Accord-
ingly, funds are included in the budget for improvement of education 
statistics, including data on local school construction requirements 
and the actions local communities and States are taking to meet them. 

National Science Foundation educational activities—Expenditures of 
$69 million in 1962 are estimated for graduate fellowships in science 
and mathematics and for other programs to train new scientists, to 
improve the teaching of science and mathematics, and to stimulate 
interest in scientific careers. This represents more than a fourfold 
expansion in the training programs of the National Science Founda-
tion in 5 years. 

Schools in federally affected areas.—The Federal Government has 
recognized an obligation to assist school districts in which enrollments 
are significantly increased by its activities. Legislation for this pur-
pose was enacted as a temporary measure during the Korean emer-
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gency. However, legislation providing aid to districts with children 
whose parents both reside and work on Federal property was made 
permanent in 1958. The budget provides funds required to meet 
Federal obligations under this program. 

The programs of assistance to school districts on behalf of pupils 
whose parents work on Federal property but live on private taxable 
property expire on June 30, 1961. This budget includes $93 million 
to cover the cost of extending the program for operating grants, but 
on a modified basis which would discharge more equitably than the 
expiring legislation the Federal responsibility to these districts. In 
the case of construction grants, where general aid for needy districts 
is again proposed, no separate provision is included for continuing the 
special program for federally affected districts. It is recommended, 
furthermore, that the Congress defer consideration of any extension 
legislation until after it has considered and enacted the broad program 
of Federal aid for school construction which is being recommended. 
The Congress would then be in a better position to determine the 
kind of support which should be provided to discharge the Govern-
ment's obligations to these areas. 

Defense education program.—The National Defense Education Act, 
which will be in its fourth year in 1962, the last under the current 
authorization, has provided outstanding assistance to American 
education. Expenditures under this act in 1962 are estimated to be 
$190 million, an increase of $29 million from 1961. The proposed 
1962 appropriation of $194 million will provide modest increases 
for fellowships, language and cultural training centers, counseling 
institutes, and area vocational programs. The amount requested for 
student loans for 1962 is estimated at the 1961 level pending further 
information as to the rate of applications. 

I am again recommending repeal of the provision of the National 
Defense Education Act that requires a student seeking aid to supply 
an affidavit stating that he does not believe in or belong to any organ-
ization that teaches the illegal overthrow of the Government. This 
requirement is unwarranted and discriminatory. 

Science and research {including libraries and museums).—The 
advancement of our national security and welfare depends in great 
measure upon the strength and progress of American science. The 
Federal Government plays a major role in the development of the 
Nation's scientific capacity through the research programs of many 
agencies. 

Expenditures for promotion of science, research, libraries, and mu-
seums in 1962 are estimated to be $251 million, which is $48 million 
more than in 1961 and over three times the amount 5 years earlier. 
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In addition to these figures, there are large amounts of expenditures 
for research and development included in other functional categories. 

New scientific knowledge which stems from basic research is indis-
pensable to the technological progress of modern industrialized society. 
Expenditures of $119 million are estimated for general purpose basic 
research grants by the National Science Foundation, chiefly for 
research projects and facilities, including the support of national re-
search centers and the improvement of graduate school laboratories. 
This represents an increase of $29 million over 1961 and a sevenfold 
expansion in these activities in 5 years. Many other agencies are en-
gaged in the support and conduct of basic research where it is recog-
nized that such fundamental research is important and desirable in 
the attainment of their objectives. 

Increased funds are included in the budget for the National Bureau 
of Standards, particularly for the completion of the major laboratories 
and service buildings at its new Gaithersburg, Md., site. Expansion 
is also provided in the regular scientific program of the Bureau, in-
cluding initiation of a program for research projects abroad financed 
with foreign currencies which the Government holds in excess of its 
normal needs. 

Certain scientific areas of broad national interest have been given 
special attention in recent years by the Federal Council for Science 
and Technology. These include long-range programs for oceanog^ 
raphy, high-energy physics, and the atmospheric sciences, which will 
be further expanded under this budget. Part of the financing of these 
activities is included in other functional categories. 

The scientific program for the Antarctic is developed, financed, and 
managed by the National Science Foundation with logistic support 
from the Department of Defense. Under this program the United 
States is cooperating with many other nations in the peaceful develop-
ment of the Antarctic. 

Government statistical services.—An estimated $56 million in obliga-
tions is provided throughout the budget for gathering, processing, and 
disseminating the statistical information which is used by Govern-
ment, private institutions, and individuals in policy formulation and 
decision making. Increases in 1962 for collecting the regular recurring 
statistics are more than offset by the decrease from the funds required 
in 1961 for the Eighteenth Decennial Census. 

Further improvement is planned in the scope and reliability of 
statistical data on current economic and social conditions. These 
include information on retail and service trade, foreign trade, manu-
facturing, construction, crop and livestock production, prices, man-
power utilization, characteristics of the unemployed labor force, 
health and medical care, vital statistics, and education. Provision 
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is also made for completion of the processing and publication of the 
results of the 1960 decennial census, for taking the 1962 Census of 
Governments, for planning the 1963 economic censuses, and for 
continuing a substantial portion of the work, begun over a year ago, 
looking toward a major revision of the Consumer Price Index. 

Labor and manpower.—The manpower programs of the De-
partment of Labor and other labor agencies help maintain an efficient 
labor market and a healthy national climate in labor-management 
relations. 

Employment security.—Of particular importance are the job place-
ment services and unemployment compensation payments made 
through the State employment security offices. In addition to general 
job placement services, farm people are assisted in finding industrial 
work and workers in depressed areas are helped in finding jobs in 
other areas. 

Last year the administration proposed, and the Congress enacted, 
amendments to the Social Security Act that placed Federal receipts 
and expenditures for the employment security program on a trust 
fund basis starting July 1, 1960. This is the same arrangement that 
is used for other social insurance programs. Expenditures for this 
program are now expected to exceed the 1961 tax receipts, and the 
Treasury, as authorized by present law, will advance to the trust 
fund the additional $36 million needed in 1961. This advance will 
be repaid with interest in 1962 from the excess of receipts which will 
come from the increased Federal unemployment tax rate taking effect 
on January 1, 1961, from 0.3% to 0.4% of covered payrolls. 

Based on the level of claims for unemployment compensation, this 
budget estimates $41 million more than enacted to date for the limita-
tion on 1961 grants to States for administering unemployment insur-
ance and employment services. Together with the $326 million 
already enacted, this brings the estimated 1961 requirement to $366 
million, which is in excess of the $350 million annual ceiling established 
by the Social Security Act Amendments of 1960. In view of the 
number of workers now filing claims for unemployment compensation, 
it is necessary to ask the Congress to remove this ceiling so that ade-
quate funds can be provided to pay claims promptly. 

Last year, coverage of unemployment compensation was extended 
to about 60,000 additional workers, but further legislation is still 
needed to extend unemployment compensation to some 3 million 
workers, most of whom are employed in small businesses employing 
fewer than 4 workers each. Such action, together with action by 
States to increase the amount and duration of unemployment com-
pensation benefits, would provide more adequately against economic 
hardship for the Nation's work force. This program has proved to 
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be one of the most successful means for combining the interest of 
the economy as a whole with the interest of the individual worker. 

Other labor programs.—In the last several years the operating 
programs of the Department of Labor have been strengthened by 
additional funds and new legislation. The 1962 budget provides 
an increase of $4 million in appropriations to strengthen further such 
activities of the Department as the enforcement of the Labor-Manage-
ment Reports Act and the statistical and research programs of the 
Bureau of Labor Statistics. 

Last year the Secretary of Labor endorsed expanded coverage and 
a moderate adjustment in the level of the minimum wage under the 
Fair Labor Standards Act. This recommendation is repeated. Legis-
lation should also be enacted to make the Welfare and Pension Plan 
Disclosure Act more effective. Legislation is again proposed to assure 
equal pay for equal work and to improve the laws relating to hours of 
work and overtime pay on Federal construction projects. 

Health.—Americans enjoy a high standard of health service. 
About three-quarters of the more than $25 billion devoted annually 
to health services and facilities in this country is being spent through 
private channels. However, State and local as well as Federal 
agencies also play an important role. 

Promotion ojpublic health.—The Federal Government's contribution 
toward improved health care for the American people has been 
increasing rapidly in recent years. Expenditures for the promotion 
of public health in 1962 are estimated at $1.1 billion, more than twice 
the amount spent only 5 years earlier. Total Federal expenditures 
for all health programs in the various categories of this budget (in-
cluding military and veterans hospitals) are about $4 billion. 

In 1962, expenditures by the National Institutes of Health for 
medical research and training will represent about half the total 
spent for promotion of public health. The programs of the National 
Institutes will have multiplied more than threefold from 1957 to 1962. 

The budget for 1962 recommends appropriations of $540 million 
for the National Institutes, compared to the $560 million enacted 
by the Congress for 1961. While this is $20 million less than the 1961 
appropriation, it actually represents a substantial program increase 
for medical research and training. The reduction results from the 
elimination in 1962 of nonrecurring projects and from the transfer 
of programs to other parts of the Public Health Service which were 
included in the total for the National Institutes of Health for 1961. 
These decreases more than offset increases for new research activities. 
Expenditures by the Institutes will rise by an estimated $76 million 
in 1962. 
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Appropriations of $153 million for hospitals, mainly construction 
grants, are recommended for 1962. Although this is less than the level 
of appropriations for 1961, it will not result in a decrease in federally 
assisted hospital construction. On the contrary, it is anticipated that 
expenditures in 1962 for this program will be at an alltime high because 
of the prior authorizations and the volume of construction which has 
been initiated but not yet completed. The appropriation recom-
mended for 1962 will permit initiation of new projects for general 
hospital beds, which, together with construction not federally assisted, 
will be sufficient to provide for growth in population, cover current 
obsolescence, and reduce the backlog by over 5,000 beds. The 1962 
appropriation will also permit starting the same volume of new proj-
ects for specialized facilities for long-term care as is provided for in 
the appropriation for the current year. In recognition of the need 
for medical care facilities and the continuing rise in the cost of hos-
pital services, new legislation is proposed to encourage coordinated 
community and regional planning of hospital facilities, to augment 
research on design and operation of hospitals, and to permit use of 
grants for high priority modernization projects. 

Federal grants for construction of health research facilities in the 
last 5 years have materially helped expand our Nation's medical re-
search capacity. This budget continues appropriations for this pur-
pose at the full authorization of $30 million. 

One of our greatest national health needs is the expansion of exist-
ing schools and establishment of new schools to train doctors and 
dentists. The shortage of physicians, already a critical factor in the 
rising cost of medical care, will become increasingly acute as the popu-
lation and the demand for medical services increase. The Congress 
should at an early date enact legislation to authorize $100 million of 
matching grants over a 5-year period to stimulate construction of 
additional medical and dental school facilities. 

Legislation should also be enacted to authorize a loan guarantee 
program to facilitate the construction of clinics for the group 
practice of medicine and dentistry. The sharing of such clinics 
by groups of physicians and dentists is economical in terms of reducing 
capital expenditures for such purposes and leads to more complete 
care for the patient by enabling the practitioners to combine their 
diverse skills. 

In our urbanized and industrial society, environmental and com-
munity health is assuming increasing importance. Appropriations of 
$104 million for 1962 are proposed for Public Health Service activities 
in these fields. Increased funds are provided to augment the research 
and operating arms of the Public Health Service in the fields of air 
pollution, water pollution, community sanitation, and radiological 
health control activities. Larger amounts are also proposed for 
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community health service activities to make the benefits of improved 
medical knowledge more widely and quickly available. Legislation 
is again recommended to authorize greater Federal leadership in 
combating air pollution. 

The budget also includes an appropriation of $50 million for con-
struction of waste treatment works, the full amount authorized 
for this program. These funds will help stimulate local action to 
correct immediate pollution problems. The control of water pollution 
is principally a local responsibility and requires greater financial and 
enforcement efforts by local interests. The Federal Government can 
most appropriately assist State and local governments through legis-
lation (1) to strengthen its enforcement powers under the Federal 
Water Pollution Control Act and (2) to provide flexibility assuring 
that highest priority is given to waste treatment construction grants 
for projects which contribute to the reduction of pollution of interstate 
and coastal streams. Legislation to accomplish these and related 
objectives should be enacted by the Congress. 

Of daily importance to each of us is the work of the Food and Drug 
Administration in establishing and enforcing standards of safety 
for food and drugs. The 1962 budget continues a long-standing 
policy of strengthening this agency, which in 1962 will spend three 
times as much as it did 5 years earlier. 

Legislation should be enacted to transfer Freedmen's Hospital to 
Howard University and to provide for construction of a new teaching 
hospital. Such legislation would give essential support to Howard 
University's program of medical education and end the divided 
responsibility and control now existing. 

Social insurance and other welfare.—Since the Social Secu-
rity Act first became law in 1935, the United States has made great 
strides in its public income maintenance programs, both under the social 
security system and other public retirement systems. Today 93% 
of our workers are protected under the basic old-age, survivors, and 
disability insurance program or under other Federal or State-local 
retirement systems. To assist the unemployed we also have the 
Federal-State unemployment insurance system, and the Federal 
Government further provides or helps finance assistance to needy 
groups through other programs. 

In 10 years the benefit payments made because of loss of income due 
to old age, death, disability, or unemployment under Federal, State, 
and local programs have trebled, rising in the calendar year 1960 
to approximately $26 billion, of which about $24 billion was paid 
from federally administered or federally aided programs. Benefits 
were paid during the calendar year 1960 to an average of more than 
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20 million families or single persons. The cost of these benefits, 6% 
of our national income, is funded from employee and employer con-
tributions and taxes. Benefit payments and taxes under laws already 
in effect will increase greatly over the years. 

Social insurance.—The Federal old-age, survivors, and disability 
insurance system now covers 9 out of 10 American workers and their 
families. In fiscal year 1962 it will pay $12.9 billion in benefits to an 
average of 16.5 million people of all ages, including 12 million persons 
aged 65 and over. Coverage should be extended to Federal civilian 
employees and self-employed physicians, the largest groups of regu-
larly employed persons in our economy not now covered by this system. 

Benefit payments and administrative costs are paid from trust funds 
supported by payroll taxes shared equally by workers and employers 
and from contributions of the self-employed. The combined em-
ployer-employee rate is now 6% of covered payrolls. Under present 
law it will rise by steps to 9% in calendar year 1969. Expenditures 
for the administration of this vast insurance system will be increased 
in fiscal year 1962 to cope with the increased workloads resulting from 
extension of disability protection to workers below age 50 and from 
other amendments enacted by the last Congress. 

Public assistance.—Total Federal expenditures for public assistance 
and medical aid in 1962 under existing law are estimated to increase 
by $128 million over 1961, largely reflecting the cost of the newly 
enacted medical assistance program for the aged. In 1962, the Fed-
eral share of payments for an average of 6.3 million recipients is esti-
mated to be $2.3 billion, which is 58% of the total. Caseloads for 
old-age assistance and aid to the blind are declining moderately, while 
caseloads for aid to dependent children and aid to the permanently 
and totally disabled are increasing. 

Medical care for the aged.—In recent years, the American people 
have greatly improved their ability to obtain and pay for medical care 
through private and nonprofit health organizations. This approach 
has produced excellent results and should be preserved. 

However, some aged persons are finding it increasingly difficult to 
pay for the medical services which they require. Medical and insti-
tutional care for the aged financed by public funds (Federal, State, 
and local) is currently estimated to cost over $1 billion annually. 
The last Congress authorized substantial expansion in Federal assist-
ance for medical care of the aged through (1) increased Federal par-
ticipation under the regular old-age assistance program and (2) a new 
program of medical assistance for the aged who are not recipients of 
public assistance but who nevertheless require aid to pay their medical 
and hospital bills. 
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In the 1962 budget, $400 million is included in the amount shown for 
public assistance for the old and the new programs of medical care for 
the aged. There will be a substantial increase in these expenditures 
in future years under existing law as additional States participate in 
these programs. 

Extension of medical care assistance to the aged through a volun-
tary program under Federal-State-local auspices—as authorized by 
the Congress—is sound national policy both from a fiscal standpoint 
and from the standpoint of encouraging the widest participation of 
private as well as public agencies in the improvement of medical care 
for this group. However, under the program approved by the Con-
gress many of the aged will still not be able to obtain needed protec-
tion against catastrophic hospital and medical expenses even though 
under ordinary circumstances they are able to pay their normal medi-
cal bills. The Congress is therefore urged to broaden the existing 
program in keeping with the recommendations which were made by 
this administration last spring. This would further increase the 
number who receive assistance. 

Public action in providing assistance for medical care and the 
sharply rising costs of hospital and medical care underline the need for 
more adequate information regarding medical costs and the best 
methods of organizing to meet them. This budget provides for 
augmented research in medical economics under the Department of 
Health, Education, and Welfare. Likewise, it expands the related 
program of research and demonstration projects on causes of de-
pendency for which appropriations were first authorized last year. 

Military service credits.—Both, the Railroad Retirement Act and the 
Social Security Act provide that military service during certain periods 
of military conflict should be counted toward the rights of employees 
in determining benefits even though the employee made no con-
tribution during this period. As has been previously indicated, it is 
appropriate for the Federal Government to reimburse the trust funds 
for the cost of benefits paid on the basis of such military service credits. 
But it is not sound policy for the Government to pay more than the 
true cost of such benefits or to pay both the railroad retirement and 
old-age and survivors and disability insurance trust funds for the same 
military service credits, as the present law requires. 

Under statutes now in effect the Federal Government has paid the 
railroad retirement account an estimated $400 million more than the 
estimated cost of military service benefits. At the same time the 
Federal Government is obliged to reimburse the old-age and survivors 
and disability insurance trust funds for an estimated $450 million for 
military service benefits. The Congress is again urged to enact legis-
lation to recover the overpayments to the railroad retirement account 
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and to transfer them to the social security trust funds to cover the 
Government liability. Pending action on such legislation, no appro-
priations are included in this budget for military service payments to 
these trust funds. 

Other welfare services.—Between 1950 and 1960, the number of 
disabled people rehabilitated annually through the Federal-State re-
habilitation program increased by 48%, to 88,000. The budget for 
1962 includes enlarged appropriations of $97 million for this program, 
mostly for grants to State agencies for the rehabilitation of an esti-
mated 103,000 persons. 

The authorization for the special milk program, financed by the 
Commodity Credit Corporation, expires June 30, 1961. Appropria-
tions are recommended in this budget to reimburse the Corporation 
for costs of the 1960 and 1961 operations. This program was origi-
nally established as a temporary measure to aid the dairy industry. 
An evaluation presently under way in the Department of Agriculture 
will provide a basis for determining the proper level of the program. 
Pending the results of this evaluation, an appropriation of $95 million 
is included under proposed legislation to provide for a continuation of 
the special milk program in 1962 through a regular annual appropria-
tion. Including this amount, grants to the States through the school 
lunch and special milk programs of the Department of Agriculture 
would be $250 million in 1962. 

Our society must continue to encourage all our citizens to achieve 
the maximum degree of self-realization and economic independence. 
There are two large groups which as a nation we have recognized 
must be given special attention—the 16 million aged persons and the 
65 million children and young people under 18. A White House 
Conference on Children and Youth was held last spring. Widespread 
local and State preparations have been made also for this month's 
White House Conference on Aging. Such conferences can help State, 
local, and Federal agencies, as well as private organizations and 
individuals, to increase opportunities for the aged and for the youth 
of our land. 

VETERANS SERVICES AND BENEFITS 

Budget expenditures for veterans programs are estimated to total 
$5.3 billion in 1962, which is $69 million more than in 1961. Con-
tinued increases in pensions for non-service-connected disabilities and 
deaths and in costs of medical care are expected to be largely offset 
by a decrease in readjustment benefits for veterans of the Korean 
conflict. 

Expenditures for pensions are estimated to increase in 1962 prin-
cipally because World War I veterans and survivors of World War II 
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Veterans Services and Benefits: 

BUDGET TOTALS 
[In billions] 

New obligational authority. 

LEGISLATIVE PROPOSALS 

Discontinue special home loan guarantee program for 
World War II veterans. 

Authorize vocational rehabilitation benefits for peace-
time ex-servicemen with service-connected disabilities. 

veterans will continue to 
be added to the pension 
rolls. These additions re-
flect both the number of 
World War I veterans 
reaching age 65 by 1962 
who will be able to meet 
the eligibility standards, 
and the effect of the lib-
eralizations provided in 
the Veterans' Pension Act 
of 1959. 

The decline in the edu-
cation and training assist-
ance provided to veterans 
of the Korean conflict 
foreshadows the approach-
ing end of this second 
historic venture in provid-
ing readjustment assist-
ance for wartime service. Henceforth, the bulk of the veterans 
expenditures will be for pensions, compensation, and medical care 
benefits. Because of the growth in non-service-connected disability 
and survivor pension costs, veterans expenditures will continue to 
increase for many years under laws now in effect. 

In the 6-year period 1957-62, annual pension, compensation, and 
medical care expenditures will have risen by over $1 billion. This 
increase is in part the result of liberalizations in pension laws 
and improved standards of medical care. It also results from the 
advancing age of our veterans, which makes more of them or their 
survivors eligible for benefits. The trends are illustrated by the fact 
that from 1957 to 1962 there will be a net increase of 750,000, or about 
20%, in disability and survivor cases on the rolls. Of the 22% million 
living veterans, 1 out of every 7 will be receiving compensation or 
pension benefits at the end of 1962. 

An increasing proportion of the total expenditures of the Veterans 
Administration is attributable to disabilities, diseases, or deaths not 
related to military service. Between 1957 and 1962, non-service-
connected costs will increase by 70%, rising from less than one-third 
to nearly one-half of all budget expenditures for veterans services 
and benefits. 

This trend raises serious questions about the further expansion of 
veterans programs, particularly since veterans, their dependents, and 
survivors of veterans total about 80 million people or over two-fifths 
of our total population. The improvement in recent years of general 

I960 1961 1962 
actual estimate estimate 
$5.1 $5.2 $5.3 
5.2 5.4 5.0 
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VETERANS SERVICES A N D BENEFITS 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-
1960 1961 1962 gational 

actual estimate estimate authority 
for 1962 

Readjustment benefits: 
Education and training $383 $233 $128 $72 
Loan guarantee and other benefits 132 131 77 9 
Unemployment compensation 5 

Compensation and pensions: 
Service-connected compensation 2,049 2,038 2,026 2,026 
Non-service-connected pensions 1,263 1,512 1,717 1,487 
Burial and other allowances 56 55 55 55 

Hospitals and medical care 904 982 1,025 1,025 
Hospital construction 57 63 66 75 
Insurance and servicemen's indemnities. 33 31 27 40 
Other services and administration. 179 182 174 174 

Total 5,060 5,227 5,296 14,963 

1 Compares with new obligational authority of $5,169 million enacted for 1960 and $5,438 million 
(including $58 million in anticipated supplemental appropriations) estimated for 1961. 

welfare programs, for which veterans as well as others are eligible, 
coupled with the improvements in veterans programs, has reduced the 
justification for providing additional special benefits to veterans on 
the basis of non-service-connected factors. Any further expansion 
of non-service-connected benefits would create serious inequities of 
treatment between veterans and others in our population. I partic-
ularly oppose measures which would increase or make available non-
service-connected pensions for veterans of World War I contrary to 
the principle of need incorporated in the Veterans' Pension Act of 1959. 

Readjustment benefits.—Expenditures for readjustment assistance, 
estimated in 1962 at $205 million, continue their decline from a post-
Korean high mark of about $900 million in 1957. The principal 
reduction is in the education and training program, in which the 
average number of Korean conflict veterans participating will be 
reduced to 85,000 in 1962, compared to 288,000 in 1960 and 170,000 
in 1961. 

The previous Congress extended until July 25, 1962, the home loan 
guarantee program as it applies to veterans of World War II. The 
direct loan program was similarly extended for both Korean conflict 
veterans and World War II veterans. It is clear that continuation of 
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direct loan assistance and of loan guarantee assistance is no longer 
required to help World War II veterans in their readjustment to 
civilian life 15 years after the end of that war. 

Veterans, like other citizens, can and should participate in the 
regular housing programs when their special readjustment needs 
resulting from military service have passed. The loan guarantee 
program for World War II veterans should therefore be terminated as 
of July 25, 1961. Changes proposed in the veterans direct loan 
program have been described with other housing programs elsewhere 
in this message. 

Legislation is again recommended to provide vocational rehabili-
tation for peacetime ex-servicemen having substantial service-
connected disabilities. This would add to other benefits which the 
Federal Government provides peacetime ex-servicemen, such as 
unemployment compensation, employment service, and reemploy-
ment rights. On the other hand, there is no justification for the 
extension of special educational or housing benefits to peacetime ex-
servicemen. Such benefits cannot be justified by conditions of military 
service and are inconsistent with the incentives which have been 
provided to make military service an attractive career for capable 
individuals. 

Compensation and pensions.—Expenditures for service-connected 
death and disability compensation benefits continue a slow decline 
from their 1959 peak as compensation rolls are reduced by the deaths 
of veterans or their widows and by the transfer of many aging veterans 
to pension rolls. These decreases are offset in small part by the 
addition of veterans of the Korean conflict and of peacetime ex-service-
men or their survivors. Compensation will be paid to an average of 
2,397,000 veterans and survivors of veterans in 1962 compared to 
2,410,000 in 1961 and 2,428,000 in 1960. 

The continued rise in expenditures for non-service-connected 
pensions, however, will more than offset the decline in compensation 
payments. Approximately half of all World War I veterans over 65 
will be receiving pensions by the end of 1962, and the pension rolls 
will carry an average of nearly 2 million veterans and survivors in 
1962. The Veterans' Pension Act of 1959 is expected to increase 
expenditures by adding over 100,000 new beneficiaries to the rolls at 
an estimated additional cost of $77 million in 1961. These additional 
expenditures also reflect higher rates for many veterans on the rolls 
before July 1, 1960. 

Hospitals and medical care.—The budget includes expenditures of 
approximately $1 billion for hospital and medical care for eligible 
veterans in 1962, an increase of $43 million over 1961. The increase 
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will permit continued improvement in the quality of medical care in 
the hospitals and clinics. The new 1,000-bed hospital at Brecksville, 
Ohio, is scheduled to be opened in 1962 and the new Palo Alto, Calif., 
hospital addition will be fully activated. Hospital and domiciliary 
care will be provided for an average of 141,500 beneficiaries per day 
in Veterans Administration, contract, and State facilities, and a total 
of 3,622,000 visits for medical services are expected to be made by 
veterans to outpatient clinics and to private physicians on a fee basis. 

Hospital construction.-—An appropriation of $75 million is proposed 
for 1962, the same as for 1961, as the second step in carrying out a 
12-year hospital modernization program of $900 million initiated in 
1961. Of the 1962 appropriation, $26 million will be for construction 
of a 1,250-bed replacement hospital at Wood (Milwaukee), Wis., 
$11 million will be for replacement of 500 beds at Charleston, S.C.; 
the remainder will be for planning a new 580-bed general hospital at 
Atlanta, Ga., planning the replacement of approximately 1,000 beds 
in the Los Angeles, Calif., area, and for a large number of moderniza-
tion projects. 

Administration.—The general operating expenses of the Veterans 
Administration (other than the direct costs of administration of med-
ical, dental, and hospital services) in 1962 are expected to be $162 
million, slightly less than in 1961. Reductions in administrative costs 
are expected to accrue in future years from the program now under 
way to convert the recording and payment of veterans benefits to 
automatic data processing equipment. 

INTEREST 

Interest payments are estimated to decrease by $400 million to 
$8.6 billion in the fiscal year 1962. These payments are almost en-
tirely for interest on the public debt and represent 11% of budget 
expenditures. 

INTEREST 

[Fiscal years. In millions] 

New obligational authority and 
budget expenditures 

Item 

1960 1961 1962 
actual estimate estimate 

Interest on public debt $9,180 $8,900 $8,500 
Interest on refunds of receipts 76 83 83 
Interest on uninvested funds 10 10 10 

Total 9,266 8,993 8,593 9,266 8,993 8,593 
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Market rates of interest have been decreasing from the levels pre-
vailing last year. This makes it possible for the Treasury to pay, on 
the average, lower interest on securities issued to refinance maturing 
obligations. The reduction in the public debt during the year, 
facilitated by the surplus in the budget in 1960 as well as currently, is 
also helping to a lesser extent to reduce interest payments. 

GENERAL GOVERNMENT 

Expenditures for general government activities are estimated to 
rise by $89 million to $2.1 billion in the fiscal year 1962. The in-
crease is primarily for more construction of Government buildings 
and for strengthening the tax collection system. 

Central fiscal operations.—The 1962 budget includes an increase of 
$36 million in new obligational authority to $450 million for the 

GENERAL GOVERNMENT 

[Fiscal years. In millions] 

Budget expenditures Recom-
mended 

Program or agency new obli-
1960 1961 1962 gational 

actual estimate estimate authority 
for 1962 

Legislative functions $109 $137 $130 $100 
Judicial functions 49 53 56 56 
Executive direction and management 12 14 15 15 
Central fiscal operations: 

Internal Revenue Service 360 412 446 450 
Other 198 207 218 218 

General property and records management 367 417 467 516 
Central personnel management and employment costs: 

Department of Labor 190 212 216 216 
Civil Service Commission: 

Present programs 21 74 95 95 
Proposed legislation - 4 5 - 4 5 

Civilian weather services 54 57 66 70 
Protective services and alien control. 217 241 247 250 
Territories and possessions, and the District of Columbia: 

District of Columbia 28 48 66 63 
Other 63 75 81 75 

Other general government 28 34 12 17 

Total 1,695 1,982 2,071 12,096 

1 Compares with new obligational authority of $1,664 million enacted for 1960 and $2,073 million 
(including $131 million in anticipated supplemental appropriations) estimated for 1961. 
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General Government: 

BUDGET TOTALS 
[In billions] 

New obligational authority. 

I960 1961 1962 
actual estimate estimate 

$1.7 $2.0 $2.1 
1.7 2.1 2.1 

Internal Revenue Service. 
This will finance the sec-
ond year's cost of a pro-
gram to provide more 
effective enforcement of 
our tax laws and will thus 
reduce the revenue losses 
which arise from the fail-
ure of some individuals 
and businesses to report 
their incomes fully or ac-
curately. Ultimately, all 
aspects of tax administra-
tion capable of being 
mechanized will be han-
dled electronically. With 
the growth of the econ-
omy, tax returns are in-
creasing in volume and 
necessarily become more 
complex. Installation of 
the new and modernized 
system for the processing 
of these returns will make 
possible the collection of 
taxes with lower expendi-
tures than would other-
wise be the case. Legisla-
tion should be enacted to 
authorize the adoption of 
tax account numbers which 
are needed for mechanical 
and electronic processing. 

Legislation to authorize 
the consolidated reporting 
by employers of wages for 
income tax and social se-
curity purposes should also 
be enacted. Such legisla-

tion would produce considerable savings for both employers and the 
Government by reducing paperwork and would also help in enforcing 
the tax laws. Nearly 4 million employers could be relieved of the 
need to file for social security purposes 14 million separate quarterly 
wage reports each year covering over 230 million wage items. The 

LEGISLATIVE PROPOSALS 

1. Authorize consolidated annual reporting of wages for 
income and social security tax purposes. 

2. Charge civil service benefits for certain widows and 
retired employees to trust fund after 1961. 

3. Revise laws regulating Government employment of 
retired military personnel. 

4. Provide annuities for widows and dependent children 
of Tax Court judges. 

5. Restore home rule to the District of Columbia. 
6. Authorize nonvoting territorial deputies for Guam and 

the Virgin Islands. 
7. Establish uniform policies governing (1) local taxes 

imposed on contractor use of Federal property and 
(2) payments in lieu of taxes. 

8. Include goal of price stability in Employment Act. 
9. Amend immigration and nationality laws. 

10. Enact civil rights legislation. 
11. Create additional Federal judgeships. 
12. Reimburse citizens for certain World War II property 

damage. 
13. Authorize civilian achievement awards. 
14. Incorporate Alaska Railroad. 
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Treasury Department and the Department of Health, Education, 
and Welfare have already agreed on the cooperative steps to be taken 
for improved administration of the tax laws and the social security 
system once such legislation is enacted. 

Presidential office space.—There is a pressing need for providing 
future Presidents with modern and efficient office facilities. My 
experience during the last 8 years strongly confirms the conclusion 
of the Advisory Commission on Presidential Office Space that present 
facilities "are outmoded, overcrowded, inefficient, and not consistent 
with effective and well coordinated management of the highest office 
of the executive branch of the Government." The Commission recom-
mended: (1) a new building to house only the White House office on 
the site of the existing Executive Office Building; (2) a new building 
for other units of the Executive Office; and (3) remodeling of the west 
wing of the White House for use as quarters for visiting dignitaries. 

As a first step in carrying out these recommendations, the Congress 
should provide funds for constructing a new Executive Office Build-
ing on the west side of Lafayette Square, and this budget includes 
$26 million of new obligational authority for this purpose. More than 
two decades ago, the Congress wisely provided new quarters for the 
Supreme Court of the United States. In recent years, major improve-
ments and expansions have been made in the facilities necessary to 
carry on the increasingly complex and important duties of the legisla-
tive branch. The next logical step is to remedy the serious deficiencies 
in the office space of the Chief Executive of the United States. I 
strongly urge the Congress to give early attention to the needed build-
ing as well as to the other recommendations of the Commission. 

General property and records management.—New obligational au-
thority of $516 million is requested for the general property and 
records management activities of the General Services Administration, 
predominantly for management of existing buildings, construction of 
new buildings, purchase and distribution of supplies, and custody 
of Government records. Of this total, $212 million is for the construc-
tion of Federal office buildings, $26 million more than enacted for 1961. 
Budget expenditures for new buildings will be $169 million in 1962, 
nearly 50% above the 1961 level. This large increase results from an 
acceleration in construction initiated in 1959 to remedy some serious 
deficiencies of space which interfere with effective operations in many 
Federal agencies. 

The expanded program of the General Services Administration for 
improving the utilization of excess Federal personal property is accom-
plishing significant results. Transfers of property in 1962 from agen-
cies having an excess to those which can use it are expected to be 
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$350 million valued at acquisition cost, compared to $218 million in 
1960. 

As a part of an overall program for improving supply management, 
the responsibility for the procurement and distribution of subsistence 
items for the civilian agencies has been centralized in the Veterans 
Administration. Substantial progress has also been made toward 
centralizing in the Veterans Administration the procurement and dis-
tribution of medicines, drugs, and pharmaceuticals for the civilian 
agencies. Progress is also being made in transferring from the De-
partment of Defense to the General Services Administration responsi-
bility for managing the supplies of certain items which are used by 
civilian agencies as well as by the military services. 

Central personnel management and employment costs.—Appropria-
tions of $147 million are recommended in 1962 for the Department of 
Labor to provide unemployment compensation for former Federal 
civilian employees and ex-servicemen. Another $69 million will be 
required for workmen's compensation for present and past Federal 
employees. The new obligational authority recommended for the 
Civil Service Commission includes $26 million to finance the Govern-
ment's share of the new health benefits programs for retired Federal 
personnel. The remaining appropriations in this category are pre-
dominantly for administration of the civil service system. 

A long-range policy should be established for financing the civil 
service retirement system, which covers over 90% of Federal civil-
ian employment. Previous recommendations to accomplish this objec-
tive should be enacted. This legislation would assure continued 
availability in the fund of the full amount of the net accumulations 
from employee contributions and would establish a definite basis for 
meeting the Government's share of the costs consistent with the 
principle that its full faith and credit support the authorized benefits. 

Under present law, an appropriation of $45 million would be required 
for 1962 to finance the cost of civil service retirement benefits enacted 
in 1958 for certain retired employees and certain widows or widowers 
of former employees. Without this appropriation these benefits could 
not be continued. Legislation is again recommended to assure that 
in 1962 and later years such benefits are paid from the civil service 
retirement and disability fund on the same basis as other benefits, 
without specific annual appropriation. 

A number of outmoded and inconsistent statutes now regulate the 
employment and compensation of retired military personnel in civilian 
positions with the Government. We should replace this legal maze 
with a single, rational statute which would eliminate unnecessary dual 
payments, adequately safeguard the civilian career service, and 
permit the Government to hire members of this group possessing 
needed skills under conditions that are fair to the individual. 
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Efforts must be continued to improve Federal job evaluation and 
other pay practices so as to make Federal pay, including that at the 
executive level, more comparable with private enterprise. This is 
essential to recruit and retain superior personnel for Federal programs, 
particularly in the middle and upper professional and managerial 
positions, and to overcome the severe competitive disadvantages with 
which the Federal Government must now contend in recruiting 
personnel. 

To help attain this objective, the accuracy of comparisons of Federal 
salary rates with private business rates should be improved. Funds 
are recommended in this budget for the Department of Labor to 
continue its recently expanded surveys which provide annual reports 
on salaries currently paid in private business. In time the Federal 
Government should make full use of this information as a guide in 
fixing salaries for its own officers and employees. 

Legislation should be enacted to provide a system of survivorship 
annuities for the widows and dependent children of judges of the Tax 
Court of the United States comparable to the system already in effect 
with respect to the other Federal courts. 

Civilian weather services.—The successful launching of meteorologi-
cal satellites has created vast possibilities for increasing our knowledge 
about the atmosphere and for improving daily weather services and 
forecasts. To realize some of this potential, an appropriation increase 
of $9 million over 1961, to a total of $70 million, is recommended for 
the Weather Bureau for 1962. This increase will provide for the 
establishment of processing facilities to permit the immediate use of 
worldwide cloud data received from satellites, as well as for increased 
research in applying this new source of information to improve under-
standing of atmospheric motion. The budget also continues the 
efforts of the past several years to transfer to Weather Bureau appro-
priations the financing of certain meteorological activities of other 
Federal agencies which are national in scope and serve both civilian 
and military needs. 

Territories, possessions, and District of Columbia.—The expenditures 
required to meet the Federal share of the financing of governmental 
operations in the District of Columbia will increase substantially in 
1962, primarily because of loans authorized in prior years to meet 
capital requirements of the area, including a metropolitan sewage 
system to connect with the Dulles International Airport. 

A constitutional amendment to permit residents of the District to 
vote for President and Vice President is now before the States for 
ratification. The States should act promptly on this amendment. 
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Another basic step, recommended on many past occasions, would 
be the restoration of home rule for the 764,000 District of Columbia 
residents. I repeat my recommendation in this respect. Such local 
self-government is essential not only to carry out our democratic 
principles but also to remove excessive and unnecessary responsibilities 
from the Federal Government. 

To promote the further development of democratic institutions, and 
in keeping with the growth of local self-government, the Congress 
should authorize representation of the Virgin Islands and Guam in 
the Congress through nonvoting territorial deputies. 

Intergovernmental relations.—Federal financial assistance to State 
and local governments plays a large role in financing their operations. 
In 1962 such aid, including budget and trust funds, will amount to $7.9 
billion and account for a substantial portion of total annual State 
and local revenues. Continuous attention must be given to Federal-
State-local fiscal interrelationships so that they reflect the proper dis-
tribution of responsibilities. The Advisory Commission on Inter-
governmental Relations established in 1959 can make an important 
contribution through its work in reexamining intergovernmental rela-
tions and fiscal problems. 

In this field, a uniform Federal policy is needed (1) defining 
immunity from local taxation on the use or possession of Federal 
property in the custody of contractors and lessees, and (2) governing 
payments in lieu of taxes made by the Government to localities on 
certain real properties. Legislation on these matters should be 
enacted in accordance with the recommendations made by the 
administration in the last session of the Congress, which call for 
partial restoration of immunity from taxation of Federal property 
in the hands of contractors or lessees and authorization of a system 
of payments in lieu of taxation on certain real properties in cases of 
local hardship. 

Other recommendations.—It is again recommended that the Employ-
ment Act of 1946 be amended to make reasonable price stability an 
explicit goal of Federal economic policy, coordinate with the goals 
of maximum production, employment, and purchasing power now 
specified in that Act. 

In support of our position of world leadership, legislation is again 
recommended to liberalize and modernize our immigration laws. 
The quota system should be brought up to date by revising the 
methods of determining, distributing, and transferring quotas, and 
the total number of immigrants admitted under quotas should be 
doubled. A permanent program for admission of refugees should also 
replace the inadequate and piecemeal legislation now in effect. 
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The enactment of the Civil Rights Acts of 1957 and 1960, the 
activities of the Department of Justice in enforcing these statutes, 
and the contribution of the Civil Rights Commission in identifying 
basic problems and legislative action required, represent significant 
progress in the field of civil rights. To permit the Commission to 
explore more thoroughly the necessity for further legislation in this 
field, its life should be extended for another 2 years. As part of an 
effort to extend civil rights in education to all our citizens, the Con-
gress should enact legislation to assist State and local agencies to meet 
costs of special professional services needed in carrying out public 
school desegregation programs. Also, legislation should be enacted 
to establish a Commission on Equal Job Opportunity to make perma-
nent and expand, with legislative backing, the important work of the 
President's Committee on Government Contracts. 

The seriously congested conditions in the courts require that the 
Congress give early consideration to the creation of additional Federal 
judgeships as proposed by the Judicial Conference. 

It is important that the Congress enact legislation, such as that 
passed by the House of Representatives last year, to reimburse Ameri-
cans for certain World War II property damage. 

A system of awards to recognize outstanding civilian achievements 
should also be established, as previously recommended. 

Legislation should be enacted to incorporate the Alaska Railroad 
to place its operations on the same basis as other Federal activities 
of this type. 

Last spring, legislation was introduced in the Congress to enlarge 
and change the boundaries of the site for the National Cultural 
Center in accordance with the design for the structure contemplated 
as a national center for the performing arts on the banks of the 
Potomac. It is important that such legislation be enacted as early 
as possible so that the fund-raising activities of the Center's Board 
of Trustees may be energetically continued. 

I have repeatedly urged construction of a freedom monument 
symbolizing the ideals of our democracy as embodied in the freedoms 
of speech, religion, press, assembly, and petition. I still believe such 
a living, ever-building monument would be fitting. 

IMPROVEMENTS IN BUDGETING 
The budget process is a means of establishing Government policies, 

improving the management of Government operations, and planning 
and conducting the Government's fiscal role in the life of the Nation. 
Whether that role is increasing, decreasing, or remaining unchanged, 
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the budget process is per-
haps our most significant 
device for planning, con-
trolling, and coordinating 
our programs and policies 
as well as our finances. 
Thus, the President and 
the Congress will always 
need to give attention to 
the improvement and full 
utilization of the budget 
system. 

Improvements in presen-
tation.—The budget totals 
in this document reflect a 
technical accounting ad-
justment which affects 
budget expenditures and 
budget receipts equally, 

and does not affect the budget surplus for any year. This is the 
exclusion from the totals of expenditures and receipts, for all years 
shown in this document, of certain interfund transactions, mainly 
interest payments to the general fund of the Treasury by wholly 
owned Government enterprises which have borrowed from the Treas-
ury. The amounts involved continue to be included in the figures for 
each function and for each agency, but are deducted in one sum to 
reach expenditure totals. Similarly, they continue to be included as 
miscellaneous budget receipts of the Treasury, but are deducted to 
arrive at the total of budget receipts. Since the beginning of the 
present fiscal year, various statements and reports on Government 
financial operations have been eliminating these interfund payments 
from budget totals. 

Steady progress is being made in applying the principles of per-
formance budgeting. In this budget, the appropriation pattern or 
activity classifications of several agencies and bureaus have been 
improved and greater use is being made of program and workload 
measurement data. Cost-type budgets, which present the most 
adequate measure of financial performance, are used for more than 80 
appropriation accounts for the first time. With these additions, 
about two-thirds of the appropriation accounts are now presented on 
a cost-type basis. 

Funding arrangements—Recommendations placed before the Con-
gress in this budget are again based upon the principle that authority 

Budget Improvement: 

LEGISLATIVE PROPOSALS 
1. Establish revolving funds for major business-type 

activities. 
2. Extend budget provisions of the Government Cor-

poration Control Act to certain mixed-ownership 
corporations. 

3. Review and reduce number of permanent appropria-
tions. 

4. Repeal requirements for reservations of foreign cur-
rencies, and require accounting for their use in the 
same way as dollar transactions. 

5. Eliminate requirements for annual authorizations for 
continuing programs. 

6. Authorize the item veto for appropriation bills. 
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to incur budget obligations and make expenditures should be granted 
in appropriation acts, rather than in substantive legislation handled 
outside the regular appropriation process. Of course, the budget 
totals include—as they have for many years—all of the new obliga-
tional authority actually granted each year and the subsequent 
spending, no matter what the method by which provided. The 
Congress ought to pass upon all new obligational authority in a regu-
lar systematic way as part of the appropriation process. We must 
never be led into thinking that special funding arrangements, which 
are a claim against budget receipts or borrowing, are somehow not a 
part of the budget or not a cost to the taxpayers. 

From time to time, the Congress has enacted legislation and appro-
priations under which additional sums become available for obligation 
and expenditure annually without further congressional action. 
These are so-called permanent appropriations. In a few cases, such 
as interest on the public debt, permanent obligational authority may 
be desirable. In many other cases, however, permanent appropria-
tions give unnecessary preferential treatment. A complete congres-
sional review is needed of all such provisions of permanent authority, 
including those to use borrowed money, to enter into contracts ahead 
of appropriations, and to use collections to supplement appropriations. 
Those provisions which cannot be fully justified at this time should be 
repealed. 

It is again recommended that major business-type activities of the 
Government be placed on a revolving fund basis, through which 
receipts can be used to meet obligations and expenditures, subject to 
annual review and control by the Congress. Such a system, which is 
presently applied successfully to all of the Government-owned cor-
porations and many unincorporated Government enterprises, pro-
vides a clear display of the business-type nature of these activities, 
their income or loss from current operations, and the extent to which 
they are adding to or using up the Government's capital assets. In 
accordance with legislation enacted in response to a previous recom-
mendation, the loan guarantee program of the Veterans Administra-
tion is thus presented in this budget. Legislation should be enacted 
to provide revolving funds for the Farmers Home Administration, 
the Bureau of Reclamation, and the power marketing agencies of the 
Department of the Interior. 

A few mixed-ownership Government corporations having authority 
to draw money from the Treasury or to commit the Treasury for future 
expenditures are presently outside the Government's budget system. 
This is largely because of the unrealistic and inconsistent distinction 
the law now makes between wholly owned and mixed-ownership 
Government corporations, even though both may affect the Govern-
ment's finances. All Government corporations with such authority, 
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namely, the Federal Deposit Insurance Corporation, the banks for 
cooperatives, and the Federal intermediate credit banks, should be 
brought within the flexible budget provisions of the Government 
Corporation Control Act, and thus within the normal budgetary and 
reporting structure of the Government. 

The extensive recommendations made a year ago for the control of 
foreign currencies generally were adopted by the Congress, and this 
action has proved helpful in obtaining more adequate budget control 
of these resources. However, there still remain various special pro-
visions of law, requiring reservations of currencies for certain programs, 
that hinder the Government in making the wisest use of the foreign 
currencies coming into its hands. They should be repealed. Expend-
itures of all foreign currencies owned by the Government and used for 
its activities should be controlled through the annual budget process 
and should be accounted for in the same way as dollar expenditures. 

The budget process in the Congress.—Although the President presents 
one budget for the entire Government to the Congress each year, the 
Congress considers the budget in a multitude of pieces rather than as 
a whole. The financing methods outside the regular appropriation 
process, already mentioned, are but one phase of this problem. 
Another is the tendency to require a double budget process each year 
for certain agencies—requiring them, first, to seek legislation to 
authorize appropriations annually and, second, to seek their appro-
priations. The subcommittee arrangement and time schedule for 
processing appropriation requests further fragments the budget 
process. The complete separation of the handling of tax legislation 
from the consideration of appropriations and expenditures adds to the 
total problem. 

The Congress should therefore provide a mechanism by which 
total receipts and total appropriations (and expenditures) can regu-
larly be considered in relation to each other. Further, substantive 
legislation with respect to all continuing programs should be written 
so that new legislation is not required each year, thus permitting the 
budget and appropriation process to proceed in an orderly manner; 

In accordance with recommendations of the second Hoover Com-
mission, legislation was enacted in 1958 authorizing the Congress to 
establish limitations on accrued expenditures as a means of enabling 
more direct control over spending. Limitations were proposed for 
selected accounts in the last two budgets, but were rejected by the 
Congress without exception. Therefore, and since the law providing 
for accrued expenditure limitations expires in April 1962, no such 
limitations are proposed in this budget. 
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Provision oj item veto.—Future Presidents should have the authority 
to veto items of appropriation measures without the necessity of 
disapproving an entire appropriation bill. Many Presidents have 
recommended that this authority be given to our Chief Executive, 
and more than 80% of the States have given it to their Governors. 
It is a necessary procedure for strengthening fiscal responsibility. 
As in the case of other vetoes, the Congress should have the authority 
to override an item veto. 

In my first budget message to the Congress, I described the philoso-
phy of this administration in the following words: 

By using necessity—rather than mere desirability—as the test 
for our expenditures, we will reduce the share of the national 
income which is spent by the Government. We are convinced 
that more progress and sounder progress will be made over the 
years as the largest possible share of our national income is left 
with individual citizens to make their own countless decisions as 
to what they will spend, what they will buy, and what they will 
save and invest. Government must play a vital role in main-
taining economic growth and stability. But I believe that our 
development, since the early days of the Republic, has been based 
on the fact that we left a great share of our national income to 
be used by a provident people with a will to venture. Their 
actions have stimulated the American genius for creative in-
itiative and thus multiplied our productivity. 

This philosophy is as appropriate today as it was in 1954. And it 
should continue to guide us in the future. 

Over the past 8 years, we have sought to keep the role of the Federal 
Government within its proper sphere, resisting the ever-present pres-
sures to initiate or expand activities which could be more appropri-
ately carried out by others. At the same time, the record of this 
administration has been one of action to help meet the urgent and 
real needs of a growing population and a changing economy. For 
example, Federal expenditures between 1953 and 1961 for aids to 
education have more than doubled; outlays for public health have 
more than tripled; civil aviation expenditures have more than quad-
rupled; highway expenditures are five times the 1953 level; and urban 
renewal expenditures are more than seven times as great. 

The major increases in spending which have taken place have not 
been devoted to the tools of war and destruction. A military posture 
of great effectiveness and strong retaliatory capability has been main-
tained without increasing defense expenditures above 1953, despite 
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rising costs. We have, fortunately, been able to direct more of our 
public resources toward the improvement of living conditions and the 
enlargement of opportunities for the future growth and development 
of the Nation. 

By applying the test of necessity rather than desirability to the 
expenditures of government, we have made significant progress in both 
public and private affairs during the past 8 years. And it is significant 
that requirements have been met while holding budget expenditures 
to a lesser proportion of the national income than in 1953. 

The 1962 budget has been designed to promote further advancement 
for all of our people on a sound and secure basis. In that spirit, I 
commend it to the consideration of the next administration and the 
Congress. 

D W I G H T D . EISENHOWER. 
JANUARY 16, 1 9 6 1 . 
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BUDGET MESSAGE OF THE PRESIDENT
To the Congress of the United States:

I present with this message my budget recommendations for the
fiscal year 1963, beginning next July 1.

This is the first complete budget of this administration. It has
been prepared with two main objectives in mind:

• First, to carry forward efficiently the activities—ranging from
defense to postal services, from oceanographic research to space ex-
ploration—which by national consensus have been assigned to the
Federal Government to execute;

• Second, to achieve a financial plan—a relationship between re-
ceipts and expenditures—which will contribute to economic growth,
high employment, and price stability in our national economy.

Budget expenditures for fiscal 1963 will total $92.5 billion under my
recommendations—an increase of $3.4 billion over the amount esti-
mated for the present fiscal year. More than three-quarters of the
increase is accounted for by national security and space activities, and
the bulk of the remainder by fixed interest charges.

Because of the increasing requirements for national security, I have
applied strict standards of urgency in reviewing proposed expendi-
tures in this budget. Many desirable new projects and activities are
being deferred. I am, moreover, recommending legislation which
will reduce certain budgetary outlays, such as the postal deficit and
the cost of farm price and production adjustments.

It would not, of course, be sensible to defer expenditures which are
of great significance to the growth and strength of the Nation. This
budget therefore includes a number of increases in existing programs
and some new proposals of high priority—such as improvements in
education and scientific research, retraining the unemployed and pro-
viding young people with greater employment opportunities, and aid
to urban mass transportation.

Budget receipts in fiscal year 1963 are estimated to total $93 billion,
an increase of $10.9 billion over the recession-affected level of the
present fiscal year. These receipts estimates are based on the expec-
tation that the brisk recovery from last year's recession will continue
through the coming year and beyond, carrying the gross national prod-
uct during calendar 1962 to a record $570 billion.
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8 THE BUDGET FOR FISCAL YEAR 1963

The administrative budget for 1963 thus shows a modest surplus of
about $500 million. Federal accounts on the basis of the con-
solidated cash statement—combining the administrative budget with
other Federal activities, mainly the social security, highway, and other
trust funds—show an estimated excess of receipts from the public
of $1.8 billion over payments to the public. And in the terms in
which our national income accounts are calculated—using accrued
rather than cash receipts and expenditures, and including only trans-
actions directly affecting production and income—the Federal surplus
is estimated at $4.4 billion.

By all three measures in current use, therefore, the Federal Govern-
ment is expected to operate in 1963 with some surplus. This is the
policy which seems appropriate at the present time. The economy
is moving strongly forward, with employment and incomes rising.
The prospects are favorable for further rises in the coming year in
private expenditures, both consumption and investment. To plan a
deficit under such circumstances would increase the risk of inflationary

SUMMARY OF FEDERAL FINANCES

[Fiscal years. In billions]

Description

Administrative budget:
Budget receipts
Budget expenditures _

Budget surplus (+ ) or- deficit (—)

Consolidated cash statement:
Receipts from the public _
Payments to the public

Excess of receipts (+ ) or payments (—)--_

National income accounts—Federal sector:

Receipts
Expenditures ___ _

Surplus (+ ) or deficit ( - )

New obligational authority (administrative budget)
Public debt, end of year

1959
actual

$67.9
80.3

-12 .4

81.7
94.8

-13.1

85.4
90.2

- 4 . 8

81.4
284.7

I960
actual

$77.8
76.5

+1.2

95.1
94.3

+0.8

94.1
91.9

+2.2

79.6
286.3

1961
actual

$77.7
81.5

- 3 . 9

97.2
99.5

- 2 . 3

94.8
97.0

- 2 . 2

86.7
289.0

1962
esti-
mate

$82.1
89.1

- 7 . 0

102.6
111.1

- 8 . 5

105.6
106.1

- 0 . 5

95.7
295.4

1963
esti-
mate

$93.0
92.5

+0.5

116.6
114.8

+1.8

116.3
111.9

+4.4

99J
294.9
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THE BUDGET MESSAGE OF THE PRESIDENT 9

pressures, damaging alike to our domestic economy and to our inter-
national balance of payments. On the other hand, we are still far
short of full capacity use of plant and manpower. To plan a larger
surplus wrould risk choking off economic recovery and contributing
to a premature downturn.

Under present economic circumstances, therefore, a moderate surplus
of the magnitude projected above is the best national policy, consider-
ing all of our needs and objectives.

Budget Surplus or Deficit

SURPLUS

Fiscal Years
1963 Estimate]

1961

1959

1957 I

1955

1953

1951 m

1949

1947 — = = • 1

1945

1943

1941

1939

10 C
1

DEFICIT

) 10 fQ 50 SBillioRs

1
Estimate [

i

1

I r 1
If I

|

i
) 10 20 SO 60
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10 T H E B U D G E T FOR FISCAL YEAR 1 9 6 3

BUDGET EXPENDITURES

The total of budget expenditures—estimated at $92.5 billion in fiscal
1963—is determined in large measure by the necessary but costly pro-
grams designed to achieve our national security and international
objectives in the current world situation. Expenditures for national
defense, international, and space programs account for more than
three-fifths of total 1963 budget outlays, and for more than three-
fourths of the estimated increase in expenditures in 1963 as compared
to 1962. Indeed, apart from the expected increase in interest pay-
ments, expenditures for the so-called "domestic civil" functions of
government have been held virtually stable between 1962 and 1963.

Within this total there are important shifts in direction and em-
phasis. Expenditures for agricultural programs, for the postal defi-
cit, and for temporary extended unemployment compensation are
expected to drop. The fact that funds for these purposes can be re-
duced permits us to make increases in other important areas—notably
education, health, housing, and natural resource development—without
raising significantly total expenditures for domestic civil functions.

BUDGET EXPENDITURES

[Fiscal years. In billions]

Function

National defense _ _ _ __ _ _ _ _
International affairs and finance
Space research and technology _ _ _ _ _ _ _ _ _ _ _ _

Subtotal
Interest .__ _ _ _ _ _ ___ _ __ _ _ _

Domestic civil functions:

Agriculture and agricultural resources

Natural resources _ _
Commerce and transportation

Housing and community development

Health, labor, and welfare
Education _ _ _ __ __ _ _ _ _ _ _ _

Veterans benefits and services

General government _

Subtotal, domestic civil functions

Civilian pay reform

Allowance for contingencies

Deduct interf und transactions _ _ _ _

Total budget expenditures _ _

1961
actual

$47.5
2.5

.7

50.7
9.0

5.2
2.0
2.6

.3
4.2

.9
5.4
1.7

22.4

.7

81.5

1962
estimate

$51.2
2.9
1.3

55.4
9.0

6.3
2.1
2.9

.5
4.7
1.1
5.6
1.9

25.3

.1

.7

89.1

1963
estimate

$52.7
3.0
2.4

58.1
9.4

5.8
2.3
2.5

.8
5.1
1.5
5.3
2.0

25.4
.2
.2
.7

92.5
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THE BUDGET MESSAGE OF THE PRESIDENT

so-

Budget Expenditures

at a Percent of Gross National Product

so-

o.
f938 1940 1942 i$44 1946 1948 1950 1952 1954 J956 1958 I960 '62

National defense.—This budget carries forward the policies
instituted within the past 12 months to strengthen our military forces
and to increase the flexibility with which they can be controlled and
applied. The key elements in our defense program include: a strate-
gic offensive force which would survive and respond overwhelmingly
after a massive nuclear attack; a command and control system which
would survive and direct the response; an improved anti-bomber de-
fense system; a civil defense program which would help to protect an
important proportion of our population from the perils of nuclear
fallout; combat-ready limited war forces and the air and sealift
needed to move them quickly to wherever they might have to be
deployed; and special forces to help our allies cope with the threat of
Communist-sponsored insurrection and subversion.

Increases in expenditures for the Nation's defense are largely
responsible for the rise in the budget of this administration compared
to that of its predecessor. For fiscal years 1962 and 1963, expendi-
tures for the military functions of the Department of Defense are
estimated at about $9 billion higher, and new obligational authority
at $12 to $15 billion more, than would have been required to carry
forward the program as it stood a year ago.

For the coming year, the budget provides for further significant
increases in the capabilities of our strategic forces, including ad-
ditional Minuteman missiles and Polaris submarines. These forces
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1 2 THE BUDGET FOR FISCAL YEAR 1963

are large and versatile enough to survive any attack which could be
launched against us today and strike back decisively. The programs
proposed in this budget are designed to assure that we will continue to
have this capability in the future. This assurance is based on an
exhaustive analysis of all the available data on Soviet military forces
and the strengths and vulnerabilities of our own forces under a wide
range of possible contingencies.

To strengthen the defenses of the North American Continent, this
budget proposes additional measures to increase the effectiveness of
our anti-bomber defense system, continued efforts to improve our
warning of ballistic missile attack, and further research and develop-
ment at a maximum rate on anti-missile defense possibilities.

The budget for the current year provides for identifying and mark-
ing available civilian shelter space for approximately 50 million peo-
ple. This phase of the civil defense program is proceeding ahead of
schedule. For 1963, I am requesting nearly $700 million for civil
defense activities of the Department of Defense, including $460 mil-
lion for a new cost-sharing program with State and local govern-
ments and private organizations to provide shelters in selected com-
munity buildings, such as schools and hospitals.

Although a global nuclear war poses the gravest threat to our sur-
vival, it is not the most probable form of conflict as long as we main-
tain the forces needed to make a nuclear war disastrous to any foe.
Military aggression on a lesser scale is far more likely. If we are to
retain for ourselves a choice other than a nuclear holocaust or retreat,
we must increase considerably our conventional forces. This is a task
we share with our free world allies.

The budget recommendations for 1963 are designed to strengthen
our conventional forces substantially. I am proposing:

• An increase in the number of regular Army divisions from 14 to
16. The two new divisions.would replace the two National Guard
divisions now on active duty and scheduled to return to reserve status
prior to October 1962.
• A substantial increase in the number of regular tactical fighter
units of the Air Force and in the procurement of new fighter and
reconnaissance aircraft. These steps will provide more effective air
support for our ground forces.
• Eevision of the programs for organization and training of the
reserve components so they will be better adapted and better pre-
pared to serve in any emergency which requires mobilization.
• Significant increases in procurement for all of our conventional
forces. These forces must be equipped and provisioned so they
are ready to fight a limited war for a protracted period of time
anywhere in the world.
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THE BUDGET MESSAGE OF THE PRESIDENT 13

International affairs and finance.—A significant change has
taken place in our international assistance programs in recent years.
Military assistance expenditures are declining to an estimated $1.4
billion in 1963 compared with $2.2 billion 5 years earlier. The more
industrialized European countries have almost completely taken over
the cost of their own armament. In less developed countries, the mili-
tary assistance program continues to provide essential maintenance,
training, and selective modernization of equipment, with increased
emphasis on internal security, including anti-guerrilla warfare.

On the other hand, expenditures for economic and financial assist-
ance to the developing nations of the world have been increasing and
are estimated at $2.5 billion in 1963. These expenditures, largely in
the form of loans, will rise further in later years as development loan
commitments being made currently are drawn upon. A correspond-
ing increase is taking place in the contributions of other industrial-
ized countries.

The new Agency for International Development has been providing
needed leadership in coordinating the various elements of our foreign
aid programs throughout the world. A consistent effort is being made
to relate military and economic assistance to the overall capabilities
and needs of recipient countries to achieve economic growth and sus-
tain adequate military strength. To make our assistance more effec-
tive, increasing emphasis is being placed on self-help measures and
necessary reforms in these countries. The authority provided last
year to make long-term loan commitments to developing countries will
be of invaluable assistance to orderly long-range planning. Efforts
will also be made to foster more effectively the contribution of private
enterprise to development, through such means as investment guar-
antees and assistance for surveys of investment opportunities.

In August 1961, the United States formally joined with its neigh-
bors to the south in the establishment of the Alliance for Progress, an
historic cooperative effort to speed the economic and social develop-
ment of the American Republics. For their part, the Latin American
countries agreed to undertake a strenuous program of social and eco-

nomic reform and development through this decade. As this program
of reform and development proceeds, the United States is pledged to
help. To this end, I am proposing a special long-term authorization
for $3 billion of aid to the Alliance for Progress within the next 4

years. In addition, substantial continued development loans are ex-
pected from the Export-Import Bank and from U.S. funds being
administered by the Inter-American Development Bank. These,
together with the continued flow of agricultural commodities under
the Food for Peace program, will mean support for the Alliance for
Progress in 1963 substantially exceeding $1 billion.
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14 THE BUDGET FOR FISCAL YEAR 196 3

Space research and technology.—Last year I proposed and the
Congress agreed that this Nation should embark on a greater effort
to explore and make use of the space environment. This greater effort
will result in increased expenditures in 1962 and 1963, combined,
of about $1.1 billion above what they would have been under the
policies of the preceding administration; measured in terms of new
obligational authority, the increase is $2.4 billion for the 2 years.
With this increase in funds there has been a major stepup in the pro-
grams of the National Aeronautics and Space Administration in such
fields as communications and meteorology and in the most dramatiG
effort of all—mastery of space symbolized by an attempt to send a
man to the moon and back safely to earth.

Action is being taken to develop the complex Apollo spacecraft in
which the manned lunar flights will be made, and to develop the large
rockets required to boost the spacecraft to the moon. The techniques
of manned space flight, particularly those of long-term flight and of
rendezvous between two spacecraft in earth orbit, are being studied
both in ground research and in new flight programs.

Our space program has far broader significance, however, than the
achievement of manned space flight. The research effort connected
with the space program—and particularly the tremendous techno-

Composition of Budget Expenditures

National Security, Space

Veterans, and Interest

1938 (940 J942 1944 1946 &4$ 1950 1952 f954 (956 (958 I960 '62'63

Fiscal Year* Ertima*

NOTE: "National Security" includes National Defense and International
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THE BUDGET MESSAGE OF THE PRESIDENT 1 5

logical advances necessary to permit space flight—will have great
impact in increasing the rate of technical progress throughout the
economy.

Domestic civil functions.—Despite the necessary heavy empha-
sis we are giving to defense, international, and space activities,
the budget reflects many important proposals to strengthen our
national economy and society. I t has been possible to include these
proposals without any substantial increase in the total cost of domestic
civil functions mainly because of proposed reductions in postal and
agricultural expenditures. Some of the more important proposals
in domestic civil programs are mentioned below.

Agriculture and agricultural resources.—In the development of
farm programs we are striving to make effective use of American
agricultural abundance, to adjust farm production to bring it in line
with domestic and export requirements, and to maintain and increase
income for those who are engaged in farming. The steps taken
thus far, including the temporary wheat and feed grain legislation
enacted in the last session of the Congress, contributed significantly
to the rise in farm income last year and to some reduction—the first
in 9 years—in surplus stocks. However, new long-range legislation
is needed to permit further adaptation of our farm programs to the
rapidly increasing productive efficiency in agriculture and to avoid
continuing high budgetary costs. The reduction in agricultural
expenditures in this budget (from $6.3 billion in 1962 to $5.8 billion
in 1963) reflects the proposals to this end which I shall be presenting
to the Congress in a special message.

The 1963 budget also provides for expansion of the food stamp plan
into additional pilot areas, and for a substantial increase in Rural
Electrification Administration loan funds—to permit financing of
additional generation and transmission facilities where that is neces-
sary. The adequacy of the funds recommended will depend on the
willingness of other power suppliers to meet the requirements of the
rural electric cooperatives on a reasonable basis.

Natural resources.—Estimated expenditures of $2.3 billion in this
budget for the conservation and development of our natural resources
are higher than in any previous year.

The 1963 budget makes provision for the Corps of Engineers, the
Bureau of Reclamation, and the Tennessee Valley Authority to start
construction on 43 new water resources projects with an estimated
total Federal cost of $600 million. The long-range programs for the
national parks and forests are also being strengthened.
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One of our most pressing problems is the adequate provision of
outdoor recreational facilities to meet the needs of our expanding
population. The Federal Government, State and local agencies, and
private groups must all share in the solution. By the end of this
month the comprehensive report of the Outdoor Recreation Resources
Review Commission is expected to be available. The Secretary of
the Interior, at my request, is preparing a plan for the Federal Gov-
ernment to meet its share of the responsibility for providing outdoor
recreational opportunities, including those related to fish and wild-
life.

Commerce and transportation.—Budget expenditures for commerce
and transportation programs are estimated to decline from $2.9 billion
in 1962 to $2.5 billion in 1963. This decline reflects mainly a drop of
$592 million for the postal service, based on my legislative proposal to
increase postal rates to a level that will cover the costs of postal opera-
tions, except for those services properly charged to the general tax-
payer.

Outlays for the Federal-aid highway program are financed almost
entirely through the highway trust fund and are not included in the
budget total. Combined, Federal budget and trust fund expenditures
for commerce and transportation programs in 1963 will amount to
almost $6 billion.

Commerce and Transportation

J Billion,

Trust Fund Expenditures,
Mainly Highways

Estimate
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Substantially increased expenditures are provided in the 1963
budget for the new program to assist the redevelopment of areas with
persistent unemployment and underemployment and for the expand-
ing development and operation of the Federal airways system.

Housing and community development.—The long strides forward
in housing and community development programs authorized by
the Housing Act of 1961 are making it possible to accelerate progress
in renewing our cities, in financing needed public facilities, in preserv-
ing open space, and in supplying housing accommodations, both pub-
lic and private, within the means of low- and middle-income families
and elderly people. The major new proposal I expect to make in
this field will extend the authority for Federal aids to urban mass
transportation.

Health, labor, amd welfare.—Budget expenditures for health, labor,
and welfare programs are estimated at $5.1 billion and trust fund
expenditures at $21.6 billion in 1963. The budget includes increased
funds for health research and for a major strengthening of the pro-
grams of the Public Health Service, the Office of Vocational Rehabili-
tation, and the Food and Drug Administration. The budget and trust
accounts also reflect the legislative recommendations which are pend-
ing in the Congress to provide a substantial increase in aid for medical
education and to ena.ct health insurance for the aged through social
security.

Health, Labor, and Welfare

3 0 -

Total Expenditures

Social Security and Other

Trust Fund Expenditures

1961 1962 (963

Estimate

610000 0—62-
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I have given particular attention in this budget to strengthening
the labor and manpower functions of the Department of Labor and
related agencies. In addition to increased funds for the United States
Employment Service and for other existing Federal programs, the
budget includes funds for the urgently needed legislation providing
for Federal aid for training or retraining unemployed workers, and
for the training of our young people through an experimental youth
employment opportunities program.

Many American families rely for help and for a new start in life
upon the public assistance programs. Yet these programs frequently
lack both the services and the means to discharge their purpose con-
structively. This budget includes substantial increases for public
assistance. I am also proposing a significant modernization and
strengthening of the welfare programs to emphasize those services
which can help restore families to self-sufficiency.

Education,—Expenditures for existing and proposed education
programs are estimated to be $1.5 billion in 1963, an increase
of $327 million over 1962. A strong educational system providing
ready access for all to high quality free public elementary and second-
ary schools is indispensable in our democratic society. Moreover, able
students should not be denied a higher education because they cannot
pay expenses or because their community or State cannot afford to
provide good college facilities. This budget therefore includes funds
for the legislative recommendations pending before the Congress to
provide loans for the construction of college academic facilities and
funds for college scholarships, and assistance to public elementary
and secondary education through grants for the construction of class-
rooms and for teachers' salaries. The budget also includes funds for
a new program of financial aid to improve the quality of education
by such means as teacher training institutes. Continuing our policy of
building the research effort of the Nation, funds are recommended for
the National Science Foundation to expand support for basic research
and the construction of research facilities, particularly at colleges and
universities, and to strengthen programs in science education.

Veterans benefits and services.—Our first concern in veterans pro-
grams is that adequate benefits be provided for those disabled in the
service of their country. The last increase in compensation rates for
service-disabled veterans was enacted in 1957. To offset increases in
the cost of living since that time, I again recommend that the Congress
enact legislation to establish higher rates, particularly for the severely
disabled. The 1963 budget provides $64 million for this proposal.
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NEW OBLIGATIONAL AUTHORITY

Before Federal funds can be spent, the Congress must enact author-
ity for each agency to incur financial obligations. For the current
year, it now appears that $3.8 billion of new obligational authority
over the amount already enacted will be required. Of this amount,
$2 billion represents standby authority for lending in case of need
to the International Monetary Fund—in accordance with the recently
concluded agreement under which other countries will make avail-
able twice this amount of standby authority. This will make a total
of $95.7 billion of new obligational authority for fiscal 1962.

For 1963, my recommendations for new obligational authority total
$99.3 billion. This includes substantial sums needed for forward
funding of programs—such as those of the Department of Defense and
the National Aeronautics and Space Administration—under which
commitments are made in one year and expenditures often occur in
later years.

BUDGET RECEIPTS

The estimate of budget receipts for fiscal year 1963 rests on pro-
jections of economic recovery and growth which will be discussed in
the Economic Report. In brief, the revenue estimates are based on
the assumption that the gross national product will rise from $521
billion in the calendar year 1961 to $570 billion in calendar 1962. At
this level of output, corporate profits in calendar 1962 would be about
$56.5 billion and personal income about $448 billion. These figures
do not reflect the additional stimulus which would be given to invest-
ment and incomes in the economy by the investment tax credit now
pending before the Congress.

Since the spring of calendar year 1961, the average gain in gross
national product has been about 2y2% P&r quarter. The economic
assumptions underlying the budget estimates will be realized with
a somewhat more modest rate of gain of approximately 2% per
quarter. This pace of advance would reduce the rate of unemploy-
ment to approximately 4% of the civilian labor force by the end of
fiscal 1963.

There are, of course, uncertainties in any estimates of economic
developments so far ahead. If private demand gains greater strength
than we now foresee and the current expansion accelerates, there would
be a larger Federal surplus, which would be a valuable means of
restraining potential inflationary pressures. If, on the other hand,
the economic recovery unexpectedly halts or is reversed, revenues
would fall below the current estimates and a deficit would inevitably
result, moderating the economic slowdown.
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BUDGET RECEIPTS

[Fiscal years. In billions]

Source

Individual income taxes
Corporation income taxes
Excise taxes
Estate and gift taxes
Customs
Miscellaneous receipts

Total
Deduct interfund transactions

Total budget receipts. _

1961
actual

$41.3
21.0
9.1
1.9
1.0
4.1

78.3
.7

77.7

1962

$45.0
21.3
9.6
2.1
1.2
3.5

82.8
.7

82.1

1963

$49.3
26.6
10.0
2.3
1.3
4.2

93.7
.7

93.0

Aside from revenue gains based on economic expansion, there will
be larger revenue collections as a result of strengthening the Internal
Revenue Service with additional enforcement personnel. Collections
are estimated to be increased $300 million during 1963 because of this
effort.

Tax reform proposals.—Extensive and careful consideration has
already been given to the proposals enumerated in my special tax
message to the Congress last April. These tax reform proposals, as I
noted last year, represent a first step in improving our tax system.
The House Committee on Ways and Means has made action on a
similar set of recommendations its first order of business this year.
I hope they will be enacted early in this session.

I particularly urge enactment of the tax credit for investment in
depreciable equipment. The 8% credit as formulated by the Commit-
tee on Ways and Means, together with administrative revision of
guidelines for depreciation now underway, will encourage moderniza-
tion of productive equipment in private industry desirable alike to
improve tthe Nation's potential for economic growth and the ability
of our producers to compete with those abroad.

Any net reduction in fiscal 1963 revenues resulting from adoption
of the investment credit is expected to be offset by additional revenues
resulting from the enactment of measures to remove defects and
inequities in the tax structure, including:

• Corrective legislation with respect to the tax treatment of gains
on depreciable property, including both real and personal property,
which would prevent abuses that now occur and permit greater
flexibility in the rules for salvage value in determining depreciation.
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THE BUDGET MESSAGE OF THE PRESIDENT 2 1

• A system of tax withholding on dividend and interest income,
needed to overcome the serious loss of revenue and the unfairness
resulting from the failure of some individuals to report these types
of income on their tax returns.
• Repeal of the exclusion from an individual's taxable income of
the first $50 of dividends and the credit against tax of 4% of addi-
tional dividends.
• Statutory provisions to cope with the problem of business deduc-
tions for entertainment and gifts and other expense account
items.
• Legislation to eliminate unwarranted tax preferences now received
by several special types of institutions. Earnings of cooperatives
reflecting business activities should be currently taxed either to the
cooperatives or to the patrons; special provisions now applicable to
mutual fire and casualty insurance companies should be repealed;
and the tax deductible reserve provisions applicable to mutual
savings banks and savings and loan associations should be amended
to assure nondiscriminatory taxation among competing financial
institutions.
• Revision of the tax treatment of foreign income to serve the over-
all objective of tax neutrality between domestic and foreign opera-
tions. This requires eliminating tax deferral privileges except in
less-developed countries, and tightening up on other preferences
given to foreign income under existing law. These involve (a) tax
haven operations, (b) taxation of foreign investment companies,
(c) taxation of American citizens who are resident abroad, (d) es-
tate tax on real property abroad, (e) computation of allowances
for foreign tax credits on dividends, and (f) taxation of foreign
trusts.

Extension of present tax rates.—The budget outlook for 1963 re-
quires that the present tax rates on corporation income and certain
excises be extended for another year beyond their scheduled expiration
date of June 30, 1962. Existing law calls for changes which would
lower the general corporation income tax rate from 52% to 47%;
reduce the excise rates on distilled spirits, beers, wines, cigarettes,
passenger automobiles, and automobile parts and accessories; and
allow the tax on general telephone services to expire. I recommend
postponement of these changes for another year to prevent a revenue
loss of $2.8 billion in 1963.

Transportation tax and user charges.—Under existing law, the 10%
tax on transportation of persons is scheduled for reduction to 5%
on July 1,1962. This tax poses special problems for common carriers
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which must compete with private automobiles not subject to the tax.
At the same time it is clearly appropriate that passengers and shippers
who benefit from special Government programs should bear a fair
share of the costs of these programs.

Accordingly, I recommend that the present 10% tax as it applies
to passenger transportation other than by air be repealed effective
July 1, 1962. I also recommend enactment of new systems of user
charges for commercial and general aviation and for transportation
on inland waterways.

More specifically, I recommend that the following user charges be
enacted, effective January 1, 1963, with the receipts to be retained in
the general fund: (a) a 5% tax on airline tickets and on airfreight
waybills; (b) a 2-cents-per-gallon tax on all fuels used in commercial
air transportation, including jet fuels; and (c) a 3-cents-per-gallon
tax on all fuels used in general aviation. The January 1, 1963, effec-
tive date will allow time for review^ by the Civil Aeronautics Board of
fare adjustments that might be required by these user charges. Pend-
ing the proposed tax changes, the present 10% tax on air transporta-
tion and the 2-cents-per-gallon aviation gasoline tax should be con-
tinued until December 31,1962.

To extend the principle of user charges to inland waterways, a
tax of 2 cents per gallon should be applied to all fuels used in trans-
portation on these waterways, effective January 1, 1963.

PUBLIC DEBT

Changes in the public debt from year to year reflect mainly the
amount of the budget surplus or deficit. With a budget surplus of
$500 million proposed for 1963, the public debt on June 30, 1963, is
expected to be $294.9 billion compared with $295.4 billion at the end
of the current year.

PUBLIC DEBT
[Fiscal years. In billions]

Description 1961
actual

1962
estimate

1963
estimate

Public debt at start of year
Change due to budget deficit (+) or surplus (—)
Change due to other factors l

Public debt at close of year

$286.3
+3.9
- 1 . 2

$289.0
+7.0

- . 6

$295.4
- . 5

289.0 295.4 294.9

1For details, see table 8 in part 2 of this document.
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The limit on the public debt now stands at $298 billion until June
30, 1962, after which the permanent ceiling of $285 billion again
becomes effective. The present temporary limit was established last
June before the Berlin situation required additional defense expendi-
tures which used up the margin of flexibility included in the $298
billion limit.

The current limit would impose serious operating difficulties on the
Treasury during the remainder of fiscal 1962. The critical stage in
functioning under the present limit is upon us and the Treasury is
without any margin to meet unexpected contingencies. Although the
total debt w îll decline to $295.4 billion after the receipt of taxes in
June, customary seasonal patterns of expenditures in excess of re-
ceipts can be expected to raise the total debt above the present $298
billion temporary limit at times during the intervening months.

Despite the expectation of budget balance for fiscal 1963 as a whole,
with the debt expected to return to the $295 billion level on June 30,
1963, seasonal requirements will temporarily raise the outstanding
debt during the course of the year to nearly $305 billion. To make
the usual allowance for a margin of flexibility in fiscal 1963, and to
restore immediately needed flexibility for operations over the re-
mainder of fiscal 1962, I urge prompt enactment of a temporary in-
crease of the debt limit to $308 billion, to be available for the re-
mainder of this year and throughout fiscal 1963.
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BUDGET AND FISCAL POLICY

Beyond the specific elements of budget expenditures and receipts,
it is necessary to consider the relationship of the budget as a whole
to the national economy. Three aspects of this relationship have
been given particular attention in the preparation of this budget.

The budget and economic growth and stability.—Our na-
tional economic policy is to achieve rapid economic progress for the
Nation, with the benefits wTidely distributed among all parts of the
population, to achieve and maintain levels of employment and output
commensurate with our growing labor force and productive capacity,
and at the same time to maintain reasonable price stability.

The Federal budget has a major role to play in achieving these
objectives. Basic investments and services of large importance to
the Nation are provided through the Government. Striking evidence
of this contribution is that the Federal budget today supports about
two-thirds of all the scientific research and development going for-
ward in the Nation. The budget also supports education, transpor-
tation, and other developmental activities contributing to national
growth.

Federal budget policy also has a major role to play in economic
stabilization. This role was evident in fiscal years 1961 and 1962,
wThen deficits were incurred in turning the business cycle from reces-
sion to recovery, as had been true in 1958-59 and in earlier recessions.

We do not expect another economic recession during the period
covered by this budget. However, experience has taught us that
periodic fluctuations in the economy cannot be completely avoided,
and that Federal fiscal policy should work flexibly and promptly in
such situations. For this, wTe need standby plans, the merits and
mechanics of which have been explored ahead of time by the Congress
and the administration.

Three proposals particularly merit congressional consideration at
this time:

First, the President should be given standby discretionary authority,
subject to congressional veto, to reduce personal income tax rates on
clear evidence of economic need, for periods and by percentages set
in the legislation.

Second, he should have standby power to initiate, when unemploy-
ment rises sharply, a temporary expansion in Federal and federally
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aided public works programs including authority for new Federal
grants and loans for State and local capital improvements. The
legislation providing for such an anti-recession program should
ensure that projects to be financed will meet high-priority needs,
will be started promptly and completed rapidly, and will result in
a net addition to Federal, State, or local expenditures.

Third, legislation should be enacted to strengthen considerably the
Federal-State unemployment insurance system, including a perma-
nent system of extended unemployment benefits for workers whose
regular benefits expire—in good times or bad for workers with long
work experience and in recession periods for all workers. These
recommendations will be discussed in the Economic Report.

The budget and the balance of payments.—In formulating
this budget, careful consideration has been given to the impact on our
international balance of payments of Federal expenditures abroad
for defense, foreign assistance, and the conduct of foreign affairs.
During the coming year, U.S. Government expenditures abroad are
estimated to be $4.4 billion, compared with $4.6 billion in the current
year, mainly for construction and procurement of goods and services
for U.S. military and civilian operations abroad; military and civilian
salaries; and the fraction of foreign assistance which does not directly
finance U.S. exports. The 1963 estimate reflects many actions which
have been taken to reduce the level of Government expenditures
abroad. We are managing to strengthen our military defenses over-
seas without increasing our foreign exchange outlays, and with re-
spect to economic aid we are stressing even further the procurement
of American goods and services.

This budget also reflects other measures we are taking to improve
the balance of payments, including tax measures to encourage the
modernization of productive equipment and consequent increases in
our competitive ability in world markets, stepped up export promo-
tion activities, greater encouragement to foreign travel in the United
States, and reduced tax inducements to invest in developed areas
abroad rather than at home. To improve further our balance of pay-
ments position, we are continuing negotiations with other industrial-
ized countries with the objective of increasing their purchases of
defense materiel in the United States and their contributions to the
economic advance of the developing countries.
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Basic improvement in our balance of payments will depend pri-
marily upon our ability to continue a high degree of overall price
stability and to improve the competitive position of U.S. goods in
world markets. The dynamic development and prospective expan-
sion of the European Economic Community are resulting in funda-
mental changes in world commerce. This pattern of growth presents
us with unparalleled export opportunity as well as a continuing
challenge. We must meet these changes boldly, confident in our con-
tinuing ability to compete on the world markets and to participate
in the enormous benefits to all concerned which accrue from the
worldwide division of labor and expansion of trade. These are the
objectives of the legislative recommendations concerning trade ex-
pansion which I shall be sending to the Congress shortly in a special
message.

The budget and Federal capital outlays. —In contrast with
the practice of many businesses, State and local governments, and
foreign governments, the budget of the U.S. Government lumps
together expenditures for capital investment and for current opera-
tions. Nevertheless it is clearly of importance, in analyzing the sig-
nificance of the Federal budget to the Nation, to recognize that the
budget includes substantial expenditures for loans, public works, and
other durable assets and capital items which will yield benefits in
future years.

Furthermore, increasing attention has been given in recent years to
the significance of "developmental" expenditures—outlays for educa-
tion and training, and for research, which have the effect of adding
to the Nation's level of knowledge and of skill, and thereby increase
the capacity to produce a larger national output in future years.

In the 1963 budget, expenditures for Federal civil public works are
estimated to be $2.5 billion, and another $1.5 billion is estimated for
additions to State, local, and private physical assets. About $7 billion
of loan disbursements, to be repaid later, will be made in 1963
(including mortgage purchases) ; repayments in 1963 of loans pre-
viously made are expected to total $5 billion, resulting in net budget
expenditures of $2 billion for civil loans. An estimated $4.8 billion
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Expenditures (or Physical Assets,

Loans, Research, and Other Developmental Purposes

CIVIL

Physical Assets, Etc.

4.8

Research and Development, Education, Training and Health

Loans

Improvement of State, Local, and Private Physical Assets, and Other

NATIONAL

DEFENSE

15.4

uclear Materials, Stockpiling, and Othe

will be spent for civil developmental purposes such as education,
training, health, and research and development.

Certain trust fund transactions add to the Nation's assets, as well.
For example, in 1963, $3.2 billion will be spent for grants to States for
highways through the highway trust fund.
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EFFICIENCY AND ECONOMY IN THE PUBLIC SERVICE

The effort to increase the degree of efficiency with which the public
business is conducted requires constant and unremitting effort on
many fronts. This budget reflects continuing improvement in many
agencies in productivity per employee, brought about through better
training, better supervision, more effective organization, and more
efficient equipment.

The first requirement for efficiency and economy in Government
is highly competent personnel. In this regard we face one very im-
portant problem on which I am placing a new recommendation be-
fore the Congress.

This is the urgent need to achieve a reform of white-collar
salary systems to enable the Government to obtain and keep the high
quality personnel essential for its complex and varied programs. Such
a reform should bring career employee salaries at all except the
very top career levels into reasonable comparability with private
enterprise salaries for the same level of work, and provide salary
structures with pay distinctions more adequately reflecting differences
in degree of responsibility. These two fundamental standards have
been widely supported in the past as proper objectives in determining
Government salary structures and I now urge that they be given prac-
tical effect.

The legislation I am proposing provides for some adjustment in
nearly all salary grades, but it is clear that the higher grades have
fallen farthest below the level of reasonable comparability and must
therefore be given the greatest percentage increases to make the Gov-
ernment competitive.

There is also a need for more equitable recognition than is presently
provided for postal employees, most of whom spend their entire
careers in a single pay level. The proposed reform meets this need
directly by increasing the number and size of in-grade steps and by
replacing the present longevity increases with additional step in-
creases. The proposal takes into account the career character of the
large postal carrier and clerk employee group, recruited at grade
PFS-4, by linking their pay w îth employees paid under the Classifi-
cation Act at GS-5.

To ease the budget impact, and to provide ample time for the Con-
gress to study the matter in the light of additional information which
will become available annually, I am suggesting that the new pay
scales take effect in three annual stages, beginning January 1, 1963.
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Important steps to improve the military pay structure, particularly
for higher ranking officers, have been taken in recent years, first in
1955 and, more significantly, in 1958. However, the adjustments now
being recommended in civilian compensation require study of the pos-
sible need for further changes in military compensation. Conse-
quently, I am directing that a thorough review be made which will
permit an up-to-date appraisal of the many elements of military
compensation and their relationship to the new proposed levels of
civilian compensation. There is one area, however, which has already
been adequately reviewed. To reflect an acknowledged rise in housing
costs, I am proposing legislation to provide selective increases in the
basic allowance for quarters payable to military personnel. As in the
case of the civilian pay adjustments, these increases should take effect
January 1, 1963. '

Pay adjustments alone will not assure high standards of employee
competence. There must be scrupulous fairness in recruiting and as-
signing personnel—and we have given renewed emphasis to equality
of opportunity in the Federal service. There must be absolute integ-
rity in all dealings with the public and with policy questions—and we
have established clearer and stronger guides on ethical standards and
recommended improvement in the conflict of interest statutes. There
must be careful attention to the viewTs of employees and their organiza-
tions—and we are placing into effect the recommendations of the task
force on employee-management relations in the Federal service.

Efficiency and economy require also steady improvement, in the
organization of the Executive Branch. Notable advances were made
this past year, with the cooperation of the Congress: new and stronger
organizations for foreign aid, for disarmament, for civil defense, and
for maritime activities were established; a number of regulatory
commissions were substantially strengthened; and new centralized
agencies were established in the Department of Defense for intelli-
gence and for supply activities. A number of further recommenda-
tions are pending in the Congress, notably the proposal to establish
a new Department of Urban Affairs and Housing, on which I urge
early action.

Finally, increased efficiency requires systematic study of ways and
means to accomplish the public business more effectively and at less
cost. This work goes forward continually in all fields. I cite by way
of illustration a few current examples :

• The study, now well along toward completion, of the use of con-
tracts with educational institutions, nonprofit corporations, and
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private business concerns for the management of Government re-
search and development activities. This study of "contracting-out"
is being made by the Bureau of the Budget with the cooperation of
the principal agencies concerned, and is expected to provide much
more information on these matters than has been available here-
tofore.
• Studies, recently completed or in progress, of the operations and
management of the Export-Import Bank and the Federal Communi-
cations Commission. These studies are made by management con-
sulting firms, and are similar to those completed in recent years for
the Federal Trade Commission, the Civil Aeronautics Board, and
the Interstate Commerce Commission, all of which produced recom-
mendations of considerable value.
• The study, organized at the request of the Department of State
by the Carnegie Endowment for International Peace, of personnel
requirements—and ways of meeting those requirements—for U.S.
activities overseas in the light of present-day conditions in the world.

Studies of this kind normally do not produce headlines, but they are
typical of the effort continually underway to raise the efficiency and
reduce the cost of conducting the public business,

CONCLUSION

This budget represents a blending of many considerations which
affect our national welfare. Choices among the conflicting claims on
our resources have necessarily been heavily influenced by international
developments that continue to threaten world peace. At the same
time, the budget supports those activities that have great significance
to the Nation's social and economic groAvth—the mainsprings of our
national strength and leadership. In my judgment, this budget meets
our national needs within a responsible fiscal framework—which is
the test of the budget as an effective instrument of national policy.
I recommend it to the Congress for action, in full confidence that it
provides for the prudent use of our resources to serve the national
interest.

F. KENNEDY.

JANUARY 18, 1962.
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BUDGET MESSAGE OF THE PRESIDENT
To the Congress of the United States:

With this message I present the budget of the United States for
the fiscal year ending June 30,1964.

The Federal budget has a double importance: It is an agenda of our
purposes and priorities in the form of a plan for the conduct and
financing of the public business. It is also the most powerful single
tool the Nation possesses for linking the private and public sectors of
our economy in a common effort to achieve and maintain national pros-
perity. This budget presents a financial plan for the efficient and
frugal conduct of the public business, and it proposes measures to set
the United States firmly on the road to maximum production, employ-
ment, and purchasing power.

This budget is presented in a national economic climate which is
greatly improved over that of two years ago, but which is capable of
substantial further improvement. In the last two years, our total real
output of goods and services has increased by 9% ; total wage payments
have risen by 10% ; corporate profits have gone up by 18% ; and well
over a million additional nonf arm jobs have been created. At the same
time, the price level of the United States has been one of the most
stable in the world, and we have substantially reduced the deficit in
our balance of payments.

Nevertheless, we cannot rest on this record. The performance of
the economy in 1962 fell below our expectations. The gap between
economic performance and potential which opened up in 1957 has not
yet been closed. Unutilized productive capacity remains too large,
and unemployment remains too high. Our rate of economic growth
lags behind our capability. We must not allow the progress of the last
2 years to blunt the recognition that our economy can produce both
more jobs and greater abundance than it is now doing.

Our economy has been falling short of its productive potential for
more than 5 years because total demand for goods and services by con-
sumers and business firms has been insufficient to keep the economy
operating at capacity. Yet, in the face of this persistent inadequacy
of overall demand, the purchases of consumers and business firms have
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Federal Receipts and Payments

been restrained by tax and other collections—Federal, State, and
local—which now total over $150 billion a year.

The checkrein of taxes on private spending and productive incen-
tives must be loosened if our economy is to perform at maximum
efficiency. To that end—as I plddged last year—the 1964 budget in-
corporates a major program of tax reduction and reform, designed to
help speed the economy toward full employment .and a higher rate
of growth with price stability.

Although, with the passage of time, the economic expansion induced
by reduction in tax rates may be expected to yield a higher level of
Government revenues than the present tax system affords, the initial
effect of the proposed tax program will be a revenue loss. In this
setting, I have felt obliged to limit severely my 1964 expenditure pro-
posals. In national defense and space programs—where false economy
would seriously jeopardize our national interest or even our national
survival—I have proposed expenditure increases. Fixed interest
charges on the debt will also rise. But total 1964 expenditures for all
other programs in the administrative budget, taken together, have
been held to this year's level, and even reduced somewhat. Within
this total, increases have been confined to those areas most important
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SUMMARY OF FEDERAL RECEIPTS AND PAYMENTS

[Fiscal years. In billions]

Description 1962
actual

1963
estimate

1964
estimate

FEDERAL RECEIPTS

Administrative budget receipts

Trust fund receipts
Deduct: Intragovernmental transactions

Total cash receipts from the public

Add: Adjustment from cash to accrual basis
Deduct: Receipts from loans, property sales, and other adjust-

ments

National income account receipts—Federal sector

FEDERAL PAYMENTS

Administrative budget expenditures
Trust fund expenditures (including Government-sponsored

enterprises)
Deduct: Intragovernmental transactions and other adjustments. _

Total cash payments to the public

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

adjustments

National income account expenditures—Federal sector. __

EXCESS OF RECEIPTS ( + ) OR PAYMENTS ( - )

Administrative budget
Receipts from and payments to the public
National income accounts—Federal sector

$81.4

24.3

3.8

101.9

2.5

0.4

104.0

87.8

25.2

5.3

107.7

0.9

2.9

105.7

-6.4
-5.8
-1.7

$85.5
26.9
3.9

$86.9
29.5
4.2

108.4

1.4

1.0

112.2

- 0 . 1

0.7

108.8 111.4

94.3

27.3
4.8

98.8

28.4
4.7

116.8 122.5

0.3

3.9

—0.1

3.4

113.2 119.0

- 8 . 8
- 8 . 3
- 4 . 3

-11.9
-10.3
- 7 . 6

Note.— Receipts, including those on a national income account basis, reflect retroactively to
January 1, 1962, revenue losses occasioned by both the Revenue Act of 1962 and the 1962 admin-
istrative depreciation reform. To this extent, receipts shown for fiscal 1962 differ from those
published to date by the Department of Commerce in the national income accounts.

to the Nation's current welfare and future growth, and these will be
offset—indeed, slightly more than offset—by the reductions I am rec-
ommending in expenditures under other programs.

In presenting this budget as the Government's financial plan for
1964,1 am giving major emphasis to a consolidated cash presentation,
covering not only the administrative budget but also other Federal
activities—mainly the social security, highway, and other trust funds.
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This provides a much more complete picture of governmental activi-
ties and finances than the administrative budget. It is in accord
with recommendations made by nongovernmental groups and in-
dependent scholars that a more meaningful and comprehensive
budgetary concept be used.

On this basis, after taking into account the revenue loss associated
with my tax recommendations, total receipts from the public in fiscal
year 1964 are estimated at $112.2 billion, total payments to the public
at $122.5 billion, with a resulting excess of payments of $10.3 billion.

This step toward consideration of the Government's program and
budget in more complete form than heretofore entails no change in
the legal status of the trust funds; the assets of these funds will be
held inviolate as always. Moreover, the administrative budget, which
has received the most attention in the past, continues to be identified.
Using this older concept, which covers only Government-owned funds
and thus excludes trust fund transactions, the outlook is for receipts
of $86.9 billion in 1964, expenditures of $98.8 billion, and an excess of
expenditures totaling $11.9 billion.

A third concept of Federal finances, which is used in our national
income accounts, provides an important measure of the economic im-
pact of the Government's fiscal activities; Federal fiscal data in these
terms are estimated on an accrual rather than a cash basis, including
the trust funds but eliminating transactions not directly affecting pro-
duction and income. These data indicate an excess of expenditures
over receipts of $7.6 billion in fiscal year 1964.

Whichever measure is used, the immediate effect of my proposed tax
program will be to increase the deficit which would otherwise be in-
curred in the coming fiscal year. In accepting this prospect, I have
considered both the lessons of the recent past and the outlook for the
future.

The sluggish rate of economic growth in recent years has not pro-
duced the revenues required to obtain budget surpluses under our
present tax system. During the past 5 fiscal years, on an adminis-
trative budget basis, the Government's cumulative deficits totaled
$24.3 billion, in marked contrast with the original budget estimates of
cumulative surpluses totaling $8.0 billion. The major reason for the
shortfall was the continued failure of the economy to reach the levels
which had been assumed as reasonable. It is now clear that the
restraining effects of the tax system on the economy were not ade-
quately recognized.

This issue must be faced squarely. Our present choice is not between
a tax cut and a balanced budget. The choice, rather, is between
chronic deficits arising out of a slow rate of economic growth, and
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temporary deficits stemming from a tax program designed to promote
fuller use of our resources and more rapid economic growth. Con-
siderations of sound fiscal policy as well as concern for the Nation's
economic well-being have led me to the conviction that the latter choice
is the only sensible one. Unless we release the tax brake which is hold-
ing back our economy, it is likely to continue to operate below its
potential, Federal receipts are likely to remain disappointingly low,
and budget deficits are likely to persist. Adoption of the tax pro-
gram I am proposing will strengthen our Nation's economic vitality,
and by so doing, will provide the basis for sharply increased budget
revenues in future years.

Nevertheless, the prospect of expanding economic activity and ris-
ing Federal revenues in the years ahead does not mean that Federal
outlays should rise in proportion to such revenue increases. As the
tax cut becomes fully effective and the economy climbs toward
full employment, a substantial part of the revenue increases must go
toward eliminating the transitional deficit. Although it will be
necessary to increase certain expenditures, we shall continue, and in-
deed intensify, our effort to include in our fiscal program only those
expenditures which meet strict criteria of fulfilling important na-
tional needs. Federal outlays must be incurred only where the result-
ing benefits to the security and well-being of the American people are
clearly worth the costs.

Furthermore, we shall maintain pressure on each department and
agency to improve its productivity and efficiency. Through improved
management techniques, installation of modern equipment, and better
coordination of agency programs, important productivity gains have
already been realized, and further advances will be forthcoming. I
mean to insure that in each of the various Federal programs, objectives
are achieved at the lowest possible cost.

The Federal deficit which will be incurred in fiscal year 1964 should
neither raise fears of inflation nor cause increased concern about our
balance of international payments. With the tools of monetary policy
and debt management always available, our program for sustained
economic expansion with increasing productivity is an objective quite
compatible with continuance of the relative price stability we have
known in recent years; this is of importance not only at home but
also for our foreign trade. Moreover, the favorable effects of a strong
economic expansion on the profitability of domestic investment and on
the productivity of American industry, in combination with all of
our efforts to achieve balance of payments equilibrium, will contrib-
ute to the strength of the dollar—as our friends abroad increasingly
recognize.
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TAX RECOMMENDATIONS AND RECEIPTS

My tax proposals include substantial permanent reductions in in-
dividual and corporation income tax rates as well as a number of im-
portant structural changes designed to encourage economic growth,
increase the equity of our tax system, and simplify our tax laws and
administration. Some reductions in rates would start in the calendar
year 1963. The remainder of the program, including additional in-
come tax rate reductions for both individuals and corporations, to-
gether with structural reforms and other revisions, would become
effective in 1964 and 1965. The entire tax program, which I will
shortly recommend to the Congress as a single comprehensive measure,
is a major step in the effort to strengthen and improve our tax system.

The recommended tax rate reductions extend over every bracket of
individual income tax rates. The largest proportionate tax reductions,
measured as a percentage of tax liability and in relation to the total
revenue loss to the Government, are proposed for those with the lowest
incomes. The recommendations also provide for more equitable tax
treatment through changes affecting the tax base and remove certain
tax concessions that will no longer be appropriate. In every respect,
the proposals are consistent with generally accepted American stand-
ards of fair play, while at the same time they are designed to provide
needed economic incentives.

The proposed corporation income tax reductions are supplemented
by recommended structural changes to strengthen the position of small

Federal Receipts

Note.—Budget receipts are shown net of intragovernmental adjustments made to derive the total of
Federal receipts.
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business and to correct distortions in the existing structure which
result in the misallocation of energy and resources. Part of the loss
in Treasury tax collections attributable to rate reductions would be
offset by the introduction of a gradual program to place payment of
income tax liabilities of large corporations on a more current basis.

The proposed tax program, when fully effective, would reduce tax
liabilities by about $10 billion compared to the present tax system,
when both calculations are based on the same calendar year 1963 levels
of income. Incomes, however, will not be the same under the new
tax program. Because my proposals incorporate lower rates of
taxation as well as tax reform measures, they will stimulate economic
activity and so raise the levels of personal and corporate income as
to yield within a few years an increased—not a reduced—flow of
revenues to the Federal Government.

Revenue estimates.—Estimates of Federal receipts must be based
upon specific economic assumptions. The revenue estimates in this
budget assume a gross national product in the calendar year 1963 of
$578 billion. This figure is the midpoint of a range of expectation

RECEIPTS FROM THE PUBLIC

[Fiscal years. In billions]

Source

Administrative budget receipts:
Individual income taxes
Corporation income taxes _ -
Excise taxes
Other

Total, administrative budget receipts._ _ _>_

Trust fund receipts:
Employment taxes
Deposits by States, unemployment insurance
Excise taxes
Federal employee and agency payments for retirement
Interest on trust investments. _
Veterans life insurance premiums
Other

Total, trust fund receipts ___

Intragovernmental transactions (deduct)

Total receipts from the public

1962
actual

$45.6
20.5
9.6
5.7

81.4

12.6
2.7
2.9
1.8
1.4
0.5
2.4

24.3

3.8

101.9

1963
estimate

$47.3
21.2
9.9
7.1

85.5

14.8
2.8
3.2
1.8
1.5
0.5
2.3

26.9

3.9

108.4

1964
estimate

$45.8
23.8
10.4
6.9

86.9

16.6
2.8
3.3
1.9
1.6
0.5
2.9

29.5

4.2

112.2
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1 4 THE BUDGET FOR FISCAL YEAR 1964

which extends $5 billion on each side. The anticipated rise in the gross
national product from the calendar 1962 level of $554 billion takes into
account some initial economic stimulus expected from adoption of my
tax recommendations.

That part of the proposed reductions in tax rates becoming effective
in calendar 1963 would, by itself, reduce fiscal 1964 tax revenues by
some $5.3 billion. Placing the payment of corporate income taxes on
a more current basis, however, will reduce this revenue loss, as will the
initial spur provided by the tax program to private production and
incomes. Taking account of these factors, the net revenue loss in
fiscal 1964 from my tax program is estimated at $2.7 billion. Despite
this revenue loss, administrative budget receipts are estimated to rise
by $1.4 billion in fiscal year 1964 because of the anticipated expansion
in economic activity.

As we learned again this past year, there are many uncertainties in
estimating economic developments and Federal revenues so far ahead.
If the economy grows more strongly and quickly than we now foresee,
revenues would be higher than now estimated. On the other hand—
although I consider this unlikely if my proposals are approved
promptly by the Congress—slower growth in the economy would be
accompanied by smaller revenues. This would indeed be unfortunate,
both because of the effect on Government finances, and because of the
lost opportunities and the human misfortune that would accompany
a sluggish economy and growing unemployment.

Tax extension.—Legislation is needed to extend certain excise tax
rates for another year. Without such legislation, these tax rates would
be reduced or would expire on July 1, 1963, resulting in a revenue
loss in fiscal year 1964 of $1.6 billion.

Under present law, the maximum corporation income tax rate would
be reduced from 52% to 47% on July 1, 1963. My legislative pro-
posals include an extension of the 52% maximum rate for six months,
but provide, in accordance with my tax program, for certain changes
in the tax treatment of corporations which will also be applicable to
that period.

User charges.—I am renewing the recommendations I made last
year for the enactment of a series of user charges for commercial and
general aviation and for transportation on inland waterways. The
purpose of the recommendations is to assure that passengers and
shippers who benefit from special Government programs will bear a
more equitable share of the costs of these programs. Appropriate fees
should also be assessed in other areas in which the Government pro-
vides special benefits or conveys special privileges to the users and
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beneficiaries. Where new legislation is needed to carry out this pol-
icy—such as to update the schedule of fees for issuing patents, estab-
lished in 1932—the necessary proposals will be sent to the Congress.

GOVERNMENT PROGRAMS AND EXPENDITURES

The expenditure program which I am proposing in this budget
is, I believe, the minimum necessary to meet the essential needs of our
complex and growing society in an era of cold war.

All levels of Government have been subject to sharp pressures for in-
creased expenditures during the postwar period as our population has
grown, as wages and prices have risen, and as demands for improved
governmental services have expanded. Since 1948, State and local
government expenditures have more than trebled and Federal expendi-
tures for nondefense purposes, including a rapidly expanding
level of grants-in-aid to State and local governments, have more than
doubled. The Federal Government has also borne a sharply increased
burden in the areas of national defense, international affairs, and space.

In this budget for 1964, most of the increase in expenditures over
the current year is also for national security and space programs, carry-
ing forward efforts already begun to strengthen our defenses and to
participate more actively in man's attempt to explore outer space.
Expenditures for fixed interest charges and for activities financed
through trust funds will also increase, chiefly reflecting continued
expansions in the self-financed social security and highway programs.

The total of administrative budget expenditures for all other pro-
grams, combined, has been held slightly below the 1963 level, despite
the fact that we face such rising costs as the second step of the civilian
employee pay reform enacted last year and various increases under
program commitments already made, such as urban renewal and
public assistance grants.

Other moderate expenditure increases being proposed within the
reduced total represent a necessary payment on future prog-
ress and should not be postponed. They include new programs and
increases in present programs for education and health, which are
investments in our human resources; retraining for those whose pres-
ent skills are no longer in strong demand; enlargement of employment
opportunities for young people who have left school; redevelopment
of depressed areas, including the program enacted last year for
accelerating public works in these areas; improvement of urban areas
through better transportation and more adequate housing, especially
for moderate-income families; and encouragement of science and tech-
nology important to our civilian industries.

These increases are offset by decreases in other administrative
budget expenditures. For example, lower expenditures are esti-
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16 THE BUDGET FOR FISCAL YEAR 1964

mated for the postal service, as a result of a full year's return on
the rate increases enacted last year; for certain housing, international,
and other lending programs, through substitution of private for
public credit; and for agricultural price supports.

PAYMENTS TO THE PUBLIC

[Fiscal years. In billions]

Function 1962
actual

1963
estimate

1964
estimate

Administrative budget expenditures:
National defense
Space research and technology
Interest. _._

Subtotal.

AH other functions:
International affairs and finance
Agriculture and agricultural resources.
Natural resources
Commerce and transportation
Housing and community development.
Health, labor, and welfare
Education
Veterans benefits and services
General government

Subtotal, all other functions-

Allowances:
Comparability pay adjustment _
Contingencies

Interfund transactions (deduct) _ _

Total, administrative budget expenditures.

Trust fund expenditures:
Health, labor, and welfare
Commerce and transportation
Housing and community development .
Veterans benefits and services
Allother
Interfund transactions (deduct)

Total, trust fund expenditures.

Intragovernmental transactions and other adjustments (de-
duct)

Total payments to the public.

$51.1
1.3
9.2

61.6

2.8
5.9
2.1
2.8
0.3
4.5
1.1
5.4
1.9

26.9

0.6

87.8

20.4
2.7
1.5
0.7
0.4
0.5

25.2

5.3

107.7

$53.0
2.4
9.8

65.2

2.9
6.7
2.4
3.3
0.5
4.9
1.4
5.5
2.0

29.7

0.1
0.6

94.3

21.8
2.9
0.5
0.9
1.7
0.5

27.3

4.8

116.8

$55.4
4.2

10.1

69.7

2.7
5.7
2.5
3.4
0.3
5.6
1.5
5.5
2.2

29.4

0.2
0.2
0.7

8.8

22.8
3.2
1.0
0.6
1.2
0.5

28.4

4.7

122.5
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National defense.—There is no discount price on defense. The
free world must be prepared at all times to face the perils of global
nuclear war, limited conventional conflict, and covert guerrilla
activities.

The 1964 budget carries forward this administration's policies to
develop and strengthen the flexible and balanced forces needed to
guard against each of these hazards, and to equip and operate these
forces at the lowest possible cost. For the coming year, total ex-
penditures for national defense are estimated at $56.0 billion, of which
$55.4 billion are administrative budget expenditures. This is about
$10 billion more than the level of expenditures in 1960 and, together
with the growth in the space program, accounts for the major part of
the increase in the budget since this administration took office.

The 1964 budget proposals for national defense continue the em-
phasis which in recent years we have placed on:

• A strong strategic retaliatory force capable of surviving a surprise
attack and responding effectively in a controlled and flexible manner
against the aggressor. Additional numbers of land-based Minute-
man missiles will be procured and placed in hardened and dispersed
sites. Six more Polaris submarines will be procured, and further
work done on improved versions of the Minuteman and Polaris
missiles.
• Improved air and missile defense forces. Our antibomber de-
fense system and our ballistic missile warning systems will be
strengthened. High levels of effort will continue on developing a
defense against missiles, including further testing of the Nike-Zeus
anti-missile missile and initial development of the more advanced
Nike-X surface-to-air missile.
• More powerful and flexible conventional forces—ground, sea, and
air—to increase the range of nonnuclear response to aggression.
Procurement of conventional weapons, equipment, ammunition, heli-
copters, and Air Force tactical fighter and reconnaissance aircraft
for more effective support of ground units will be speeded. Pro-
vision is made for 16 combat-ready Army divisions, 3 divisions and
air wings in the Marine Corps, further modernization of the naval
fleet, and an additional 15,000 men for the Army to test the concept
of an air assault division and other new air units.
• A civil defense fallout shelter program to improve the chances
that a large portion of our population would survive a possible nu-
clear attack.
• Strengthened counter-insurgency forces to help our allies deal
with Communist subversion and covert armed aggression within
their frontiers.

650000- O—63 2
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18 THE BUDGET FOR FISCAL YEAR 1964

In this era of increasingly complex weapons and military systems, a
large part of the effectiveness of our defense establishment depends
on the retention of well-trained and devoted personnel in the Armed
Forces. General military pay was last increased 4 ^ years ago. Since
then, higher wages and salaries in private industry have provided
strong inducement for highly trained military personnel to leave
the service for better paying jobs in civilian life. To help meet this
serious problem, and in fairness to the dedicated personnel in our
Armed Forces, I will shortly submit to the Congress specific recom-
mendations for increases in military compensation rates effective
October 1, 1963.

Space research and technology.—The accelerated programs for
exploration and use of outer space moved ahead vigorously during the
past year, and further significant advances are anticipated in the year
ahead. This budget provides for an increase of $2 billion in appro-
priations for the National Aeronautics and Space Administration to
proceed with the top priority manned lunar landing program and with
its wide range of programs of scientific investigation and development
of useful applications such as communications and meteorological
satellites. Expenditures in 1964 are estimated to rise to $4.2 billion,
which is $1.8 billion over the current year's level—an increase of 75%.

Efforts are being concentrated on the continued development of
the complex Apollo spacecraft and the large Advanced Saturn launch
vehicle needed to boost the Apollo to the moon. A lunar orbit rendez-
vous approach will be used to accomplish during this decade the first
manned lunar landing. Under this technique the Apollo spacecraft
will be boosted directly into orbit around the moon, where a small
manned lunar excursion module will be detached and descend to the
surface of the moon. It will later return to the orbiting Apollo which
will return to the earth.

The recent Mariner flight past Venus attests to the progress we are
making in unmanned space investigations. Development of geo-
physical, astronomical, meteorological, and communications satellites
will also continue. This budget provides for strong research efforts
aimed at developing the technology needed for advanced space mis-
sions, including future manned space flight and unmanned explorations
of Venus and Mars.

International affairs and finance.—We are steadfast in our de-
termination to promote the security of the free world, not only
through our commitment to join in the defense of freedom, but
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also through our pledge to contribute to the economic and social
development of less privileged, independent peoples. The attack on
India by Communist China, and Vietnam's continuing struggle
against massive armed subversion supported from without, are cur-
rent reminders of the need and importance of our assistance. The in-
creasing pace of modernization and the mounting efforts at reform
and self-help in many nations merit our support and encouragement.

I am convinced that the budgetary amounts proposed are essential
to meet our commitments and achieve our purposes. The basic objec-
tive of these international military and economic expenditures is to
serve the security interests of the United States. Because these pro-
grams are often addressed to complex problems in distant lands, their
contribution to our security objectives is not always directly appar-
ent, but it is nonetheless vital. And because the problems we en-
counter are grave and complex, they present us with a constant chal-
lenge to improve content, administrative efficiency, and overall
effectiveness.

Fundamental to our efforts is recognition that we are dealing with
a combination of military, political, and economic measures which
must be complementary and reinforcing. Our overseas military as-
sistance program is vital to assure the continued survival of independ-
ent states so situated that they are prime targets for open aggression
or subversion. While direct military assistance greatly enhances the
ability of these less developed countries to defend themselves and thus
contributes to the peace and security of the free world, their contribu-
tion depends ultimately upon the strength of their economic and social
structures. The economic and social development process is long and
arduous, primarily dependent upon the efforts of the less developed
nations themselves. We must assist and accelerate this process by
providing critical increments of material and human resources which,
along with measures of self-help and reform, will ultimately spell
success for these efforts.

Expenditures in fiscal year 1964 for military and economic as-
sistance, combined, are estimated at $3,750 million, $100 million less
than in the current year. In providing these sums, we will be highly
selective, stressing projects and programs crucial to the rapid develop-
ment of countries which are important to the maintenance of free
world security and which demonstrate willingness and ability to
marshall their own resources effectively.

Of special concern are the Latin American Republics, with whom
we have joined in the Alliance for Progress. As our neighbors to
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the south undertake far-reaching economic and social reforms, we
are pledged to provide a critical margin of resources necessary for
the achievement of our common goals. In the fiscal year 1964 I am
recommending a program which will provide a total of over $1 billion
for these countries through the Agency for International Develop-
ment, the Inter-American Development Bank, the Export-Import
Bank, and the Food for Peace program. We shall also be according
priority in this area to the highly successful program of the Peace
Corps.

We are not alone in seeing the relationship between free world
security and rapid economic and social development. Other free
world countries, particularly the European countries and Japan,
are increasing their overseas programs, and we will continue to en-
courage these nations to increase them further in both size and scope.
Similarly, we must support and encourage development programs
carried out under international auspices. Negotiations are now un-
derway for replenishing and enlarging the resources of the Inter-
national Development Association. After these negotiations are
completed, I expect to ask the Congress to authorize U.S. agreement,
thereby enabling the operations of this important international or-
ganization to be continued and expanded. I also expect to request
an authorization for the United States to join in providing additional
resources for the Inter-American Development Bank.

The authority of the Export-Import Bank to exercise its functions
expires on June '30, 1963. I shall shortly propose legislation to
extend the life of the Bank for five years and to increase its resources
by $2 billion, so that its significant contribution to the expansion of
our foreign trade can continue. Without a further increase in the
Bank's resources, the legislation will also increase by $1 billion the
Bank's authorization for the highly successful programs of guarantees
and insurance of exporter credits.

Agriculture and agricultural resources.—To realize for the Na-
tion as a whole the benefits of our increasingly efficient agriculture,
farm production must be brought into line with domestic and export
requirements, the incomes of persons engaged in farming must be
maintained and increased, and constructive use must be made of the
current agricultural abundance to raise the level of living of the Na-
tion's low-income families and meet international needs through the
Food for Peace program. As part of this effort, we must use the op-
portunities opened up by the Trade Expansion Act of 1962 to expand
foreign markets for our farm products.
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The temporary wheat and feed grain programs, as modified by legis-
lation enacted in the last session of Congress, are continuing to sup-
plement farm income and to reduce storage costs by achieving reduc-
tions of our excess stocks of these grains. However, new programs
are needed for cotton and dairy products as well as for feed grains to
enable us to utilize more effectively the benefits of increasing produc-
tive efficiency in agriculture and to reduce budgetary expenditures for
farm programs. I shall be presenting to the Congress specific legis-
lative proposals relating to these farm commodities.

Legislation is recommended to continue the food stamp program
and funds are included to operate the program in 1964 at the same
level as in 1963. In addition, the 1964 budget provides for a start
on the broad land-use adjustment program and the enlarged loan
program of the Farmers Home Administration authorized in the
Food and Agriculture Act of 1962. These programs, along with
some shifts in emphasis in existing programs of the Department of
Agriculture, are an essential part of our rural areas development pro-
gram—a significant undertaking to cope with problems of unemploy-
ment, underemployment, and poverty in rural areas.

Federal payments in 1964 for all agricultural programs are esti-
mated at $5.8 billion, a reduction of $1.1 billion from the 1963 level.
This reduction results largely from anticipated substantial sales by
the Commodity Credit Corporation in 1964 of cotton expected to be
placed under price support in 1963. In addition, legislation is being
proposed to increase the role of private financing in the rural housing
program.

Natural resources.—Orderly conservation and development of our
natural resources are required to meet our future needs and to promote
long-run economic growth. Expenditures of $2.6 billion are estimated
in 1964 for these purposes.

The budget provides for continued water resources development
through projects for flood control, navigation, irrigation, water sup-
ply, hydroelectric power, and related recreational and wildlife devel-
opment. Funds are included for the Corps of Engineers, the Bureau
of Eeclamation, the Bureau of Indian Affairs, and the Tennessee Val-
ley Authority to initiate construction on 43 new water resources proj-
ects with an estimated total Federal cost to completion of $792 million.

Major emphasis is being given within the Federal Government to
coordinated planning of river-basin development and research on
water resources. In addition, legislation is again recommended to
provide for comprehensive and coordinated water resources planning
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by Federal and State agencies and to authorize limited Federal grants
to strengthen State planning.

I am requesting funds to start construction of major extra-high-
voltage interconnections linking the electric systems of the Pacific
Northwest and Pacific Southwest. The interconnections will provide
for the sale and exchange of power between California and the North-
west, resulting in substantial economies to both regions. Prompt
action is expected on legislation proposed last year to reserve necessary
power supplies for the Pacific Northwest.

The provision of adequate outdoor recreational opportunities for
our growing population continues to be a pressing problem. Legis-
lation will shortly be transmitted to the Congress to assist the States
in the solution of this problem and to provide for Federal acquisition
of certain lands to be devoted to recreational and conservation uses.

Commerce and transportation.—I am gratified that the Congress
enacted higher postal rates last year, permitting a reduction in net
expenditures for the postal service in 1964. Expenditures for mari-
time operating subsidies are also estimated to be less in 1964 than in
1963. Despite these decreases, total Federal payments for commerce
and transportation programs are expected to increase by $444 million
to $6.7 billion in 1964. An estimated increase in grants to States for
highway construction through the self-financed highway trust fund
amounts to almost nine-tenths of the total rise; the remainder covers
such recently enacted programs as area redevelopment, trade promo-
tion, and acceleration of capital improvements in areas of substantial
unemployment, as well as as such older activities as small business
loans and weather services.

To achieve a higher long-run rate of economic growth, and to take
full advantage of the Trade Expansion Act of 1962 by competing
successfully in the great markets of Europe and the developing na-
tions of Africa and Asia, it is essential that we retain our current posi-
tion of technological leadership in many industries. Accordingly, the
Secretary of Commerce is undertaking a new program with the spe-
cific aim of stimulating through industrial research and development
innovation in our civilian industrial technology. As an immediate
step to help improve our balance of payments, I am recommending a
substantial increase in the export expansion program.

Studies are progressing on the economic and technical feasibility
of developing a supersonic air transport. I have directed that these
studies be expedited and the results evaluated as soon as practicable.
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Commerce and Transportation

^ ' 0

Trust Fund Expenditures,
Mainly Highways

The national transportation policy which I proposed last year is
based upon greater reliance on competitive free enterprise, with less
Federal regulation and subsidies. Under this approach, the Govern-
ment would emphasize equal opportunity for all types of transporta-
tion. I hope that the new Congress will act promptly along the lines
recommended previously to authorize the basic changes needed in exist-
ing law.

Housing and community development.—The development and
rehabilitation of urban areas and the provision of adequate housing
for all our citizens stand high among the Nation's objectives. To this
end the new and broader housing and community development pro-
grams authorized in the Housing Act of 1961 will be carried forward
at an accelerated pace in 1964. Commitments made in earlier years
will result in increased expenditures for urban renewal grants and for
mortgage purchases and loans to help provide adequate housing for
low and moderate income families as well as for elderly persons.
Several possible methods for improving the provision of housing for
low-income groups are currently being tested. Moreover, Federal
loans are being made to improve public facilities in smaller communi-
ties and in areas of substantial unemployment.
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I urge the Congress to enact promptly legislation, along the lines I
proposed last year, to provide Federal aid to help urban areas solve
their mass transportation problems.

The Federal Government is not properly organized at present to deal
efficiently and effectively with the pressing problems of urban areas. I
again recommend strongly that the Congress establish a Department
of Urban Affairs and Housing to give urgently needed leadership in
the solution of these problems.

Federal expenditures for housing and community development will
rise from the current year's level of $874 million to $1.1 billion in fiscal
year 1964. The substantial progress which will be made in this area
will be financed in part through the substitution of private for public
credit in a number of mortgage insurance and purchase programs.

Health9 labor, and welfare.—One of our most important national
purposes must continue to be the strengthening of human resources.
A strong defense and a, revitalized economy require a trained and
productive labor force, relentless warfare on illness and disease, and
continued progress in extending economic security to those in our
society who lack the means to provide adequately for their own basic
needs.

Health, Labor, and Welfare

£

$ Billions

3 0

Trust Fund Expenditures,
Mainly Social Security

I960 J96J 1962 1963 1964
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Under existing health programs, the budget provides for strength-
ening the National Institutes of Health and the Food and Drug Ad-
ministration, for improving community and environmental health
protection, and for combating mental illness and mental retardation.
In addition, new legislation is proposed: to expand further the fight
against mental illness and mental retardation; to broaden the scope and
enlarge the authorization provided for construction of medical fa-
cilities in the Hill-Burton Act; and to authorize a new program to
assist in the construction of medical schools.

I am also again proposing health insurance for aged persons, to be
financed mainly through the social security system, but with benefits
for those not covered by social security to be paid from regular appro-
priations.

To strengthen further the Government's labor and manpower ac-
tivities, the budget includes funds to improve the Federal-State em-
ployment service, and I am again recommending legislation to revise
the Federal-State unemployment insurance program so that the needs
of the unemployed will be more fully met in both good and bad times.
Under the Manpower Development and Training Act of 1962, funds
are included to provide training services to 140,000 unemployed work-
ers in the coming fiscal year, and legislation is proposed to provide
urgently needed opportunities for training and employment to the
youth of our Nation.

Legislation is recommended to create a National Service Corps to
help by example to strengthen the volunteer spirit in the provision of
social services in our local communities.

Federal payments for health, labor, and welfare programs in 1964
are estimated to rise by $1.6 billion to $27.4 billion, of which over
80% will be paid from trust funds.

Education.—A strong educational system is necessary for the main-
tenance of a free society and a growing economy. Inadequacies in our
educational system present serious obstacles to the achievement of im-
portant national objectives and prevent able individuals from obtain-
ing the high quality training to which they should have ready access.

In these circumstances Federal action becomes imperative, but the
Federal Government can provide only a small part of the funds in an
area where outlays from all sources approximate $30 billion annually.
Accordingly, I am recommending a program carefully designed to
provide a major impetus to the solution of a selected number of critical
educational problems.

This program, which will be outlined more fully in a special mes-
sage, proposes significant new activities and greater utilization of the
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existing authority of the Office of Education. I t also proposes
greater use of the authority of the National Science Foundation to
support science and engineering education. It is designed, first, to
obtain improved quality in all levels and types of education; sec-
ond, to help break crucial bottlenecks in the capacity of our educa-
tional system by providing funds for building expansion; and third,
to increase opportunities for individuals to obtain education and
training by broadening and facilitating access to colleges and uni-
versities and by providing an expanded range of technical, voca-
tional, and professional training opportunities for teachers and
students.

A recommended substantial augmentation of basic research by the
National Science Foundation—necessary to progress in science and
technology—will also contribute materially to graduate education.

This budget provides new obligational authority of $3 billion for
education programs in fiscal year 1964, of which $1.5 billion is under
proposed legislation. Expenditures are estimated to rise by $165
million to $1.5 billion.

Veterans benefits and services.—This country has recognized that
the Government's primary obligation for veterans benefits is to those
who incurred disabilities in the defense of our Nation and to the de-
pendents of those who died as a result of military service. In keeping
with this principle, the 87th Congress enacted a new program of
vocational rehabilitation for servicemen disabled while in the Armed
Forces and a cost-of-living increase in disability compensation rates.
I recommend that the Congress enact a similar increase in benefits for
the children and dependent parents of veterans who died as a result of
military service.

Emphasis in veterans programs should continue to be placed on
benefits and care for the service-disabled. This policy recognizes that
veterans are increasingly benefited by the rapidly expanding general
health, education, and welfare programs of the Government. Exclud-
ing these general benefits, total Federal payments/for veterans pro-
grams in 1964 are estimated at $6 billion.

EXPENDITURES OF AN INVESTMENT NATURE

Success in achieving a higher rate of economic growth in the future
depends, in large part, on our willingness to devote current resources
to enlarging the Nation's capacity to produce goods and services in
future years. About one-seventh of the expenditures proposed for
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1964 are for activities which will promote increased productivity and
economic growth, yielding substantial benefits in the future.

For example, the fiscal year 1964 program includes $10.8 billion of
budget and trust fund expenditures for Federal civil public works;
for highways, hospitals, and other additions to State, local, and
private assets; for loans for such activities as rural electrification,
education, and small business operations; and for other additions to
Federal assets.

The Federal Government will also contribute directly and indirectly
to economic growth through its support of more than two-thirds of all
the scientific research and development undertaken in the Nation.
Expenditures for research and development other than for national
defense and space are expected to rise to $1.6 billion in fiscal year
1964. Moreover, the additional $8.8 billion devoted to defense
research and development, including atomic energy, and the $3.6 bil-
lion devoted to space research and development, will produce many
collateral benefits to the civilian sector of the economy as well.

Furthermore, during fiscal year 1964 an estimated $1.6 billion will
be spent for nondefense education, training, and health programs, in
addition to the amounts for facilities and loans. Apart from the
intrinsic merits of these programs, helping to provide individuals
with the opportunity to obtain the best medical care available and to
maximize the development of their intellectual capacities and occupa-
tional skills improves the quality of the labor force. Indeed, growth
in the Nation's education and skills has been a major factor in the
long-run rise in the Nation's economic productivity.

FEDERAL EXPENDITURES ABROAD

The United States continues to face a deficit in its international
payments as we enter the calendar year 1963. As one part of the ad-
ministration's program to reduce this deficit, the Federal Government,
during the past year, has instituted a system of continuing review of
all its activities affecting the balance of payments. This process is
intended to insure that expenditures abroad for the Federal Govern-
ment's activities are kept to the minimum consistent writh our defense
and other responsibilities at home and abroad.

In the preparation of the 1964 budget, all proposed expenditures
which affect the balance of payments have received particular atten-
tion and review. Special efforts are being made to reduce Federal
expenditures overseas without jeopardizing the defense of the free
world. Measures already taken to assure maximum expenditure of
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foreign economic assistance funds in the United States will continue
to reduce the portion of these funds spent abroad. We will continue
to press ahead in the effort to encourage other nations, particularly
European countries and Japan, to accept a greater share of the costs
of economic aid to developing countries and to increase support for
military defenses within their own borders.

The Federal Government is also seeking to increase receipts in
the United States from foreign countries by obtaining advance repay-
ments of loans previously made to them by this country and by pro-
moting the purchase by foreign governments of military equipment
in the United States. Continuing success is expected in these efforts
during the coming year.

NEW OBLIGATIONAL AUTHORITY

To carry out the program I am recommending for fiscal year 1964,
the Congress is being requested to enact new appropriations and other
obligational authority totaling $96.5 billion. This amount includes
substantial increases for the Department of Defense, the National
Aeronautics and Space Administration, and the Department of
Health, Education, and Welfare, a large par t of which will not be
spent until later years. A sizable increase is also required for the
Commodity Credit Corporation, to make up for losses incurred in
past years under the price support and special export programs.

NEW OBLIGATIONAL AUTHORITY
[Fiscal years. In billions]

Description 1962
actual

1963
estimate

1964
estimate

Total authorizations requiring current action by Congress:
Administrative budget funds
Trust funds

Total authorizations not requiring current action by Congress
Administrative budget funds
Trust funds

Total new obligational authority:
Administrative budget funds

Trust funds

$81.6
0.3

11.2
25.6

$91.8
0.4

11.4
27.8

$96.1
0.4

11.8
30.4

92.9
26.0

103.2
28.1

107.9
30.8

In addition, $42.2 billion will become available under permanent au-
thorization without action by the Congress this year. Of this amount,
$30.4 billion is for the trust funds, representing primarily the auto-
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matic appropriation to these funds of their own revenues. The largest
permanent authorization in 1964 in the administrative budget is $10.0
billion for interest on the public debt.

The Congress is also requested to enact new obligational authority
for the current fiscal year, 1963, in addition to the amounts already
provided, largely to finance legislation enacted last year for which
no appropriations were enacted or for which only partial provision
was made—such as employee pay reform, revisions in the grant
formula for public assistance, and the program of accelerated public
works in depressed areas. These and other supplementary require-
ments which the Congress is requested to enact, such as $2.0 billion
for the Export-Import Bank, are now estimated to total $3.9 billion.

PUBLIC DEBT

Under present law, a temporary debt limitation of $308 billion is
now in effect. However, this limit will revert to $305 billion on
April 1, 1963, and to $300 billion on June 25, 1963. After June 30,
1963, the permanent debt ceiling of $285 billion again becomes effective.

PUBLIC DEBT AT END OF YEAR
[Fiscal years. In billions]

Description

Owned by Federal agencies and trust funds
Owned privately and by Federal Reserve banks

Total

1961
actual

$55.3
233.7

289.0

1962
actual

$55.7
242.5

298.2

1963
estimate

$56.7
246.8

303.5

1964
estimate

$59.0
256.6

315.6

Note.—For further details, see table 11 in part 2 of this document.

The present temporary debt limit was enacted last July on the as-
sumption, clearly stated in the report of the House Committee on Ways
and Means, that the expansion in the economy and in tax revenues
would be sufficient to produce ,a balanced budget for fiscal year 1963.
It is now evident that receipts will not reach the level hoped for at that
time. As a consequence, the pending step reductions in the temporary
limit on the public debt would render impossible the sound manage-
ment of Government finances during the April-June quarter of 1963.

Although the total public debt subject to limitation is expected to
decline to about $304 billion after the receipt of tax payments due in
June 1963, the pattern of receipts and expenditures will tend to cause
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the debt to rise substantially above the $305 billion level at various
times during those 3 months. Moreover, if the debt has to be held
below this level, the Treasury would have little or no flexibility for
taking advantage of favorable market conditions, or for dealing with
any untoward developments in short-term interest rates which might
complicate balance of payments problems. I therefore urge prompt
extension of the temporary $308 billion debt limit through the re-
mainder of this fiscal year.

Seasonal variations in revenue will, as usual, cause the public debt
to increase substantially from its June 30th level during the first half
of fiscal 1964. The deficit foreseen for fiscal 1964 will add to this
increase, and it will prevent a seasonal decrease in the debt from tak-
ing place during the final months of the fiscal year. The debt subject
to limit as of June 30, 1964, is estimated at about $316 billion. To
meet our financial requirements and to provide a margin of flexibility,
I will request a further increase in the debt limit for fiscal 1964. The
exact amount and nature of the increase required depends not only on
the total amount of the deficit but also on the particular time pattern
of receipts and expenditures. For this reason, the debt limit to be
requested for fiscal year 1964 will be determined later this year when
a more reliable estimate can be made of the requirements.
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The financing of the cash deficits in fiscal years 1963 and 1964 can
and will be accomplished without contributing to the development
of inflationary pressures. During the past 2 calendar years, a basic
aim of debt management policy has been to help assure that an ade-
quate supply of credit would be available to support domestic expan-
sion, while at the same time helping to maintain interest rates on short-
term securities at levels that would deter flows to the other major
money markets abroad. This policy has been successfully carried
out. In the future, as in the past, debt management policies will be
directed toward assuring that any increase in the debt will be so dis-
tributed in its ownership and composition as to promote continued
price stability in the economy.

EFFICIENCY AND ECONOMY IN GOVERNMENT

In our society, Government expects continuing scrutiny and criticism
of its efficiency. The search for greater efficiency is never finished.
What was an efficient practice a few years ago may be obsolete today.
New approaches to work practices, to information handling, and even
to decisionmaking itself are the order of the day throughout Gov-
ernment as well as private industry.

In striving for greater efficiency, we are pressing forward on three
major fronts: Management improvement, cost reduction, and the re-
form of our public salary systems.

Management improvement and cost reduction.—This budget
has been prepared with special attention to employment trends in the
Federal Government. Requests for additional jobs have been reduced
or denied wherever possible. Moreover, I have directed the heads of
departments and agencies to join in a Governmentwide program to im-
prove manpower controls and increase productivity. This will be
done by a continuing review of personnel needs, eliminating low-prior-
ity work, and adopting more efficient practices. A system of inspec-
tions and reviews will be carried on to measure the effectiveness and re-
sults of our efforts, and to help uncover new ways to economize.

As evidence of improved productivity and cost reduction in Govern-
ment, I offer these examples:

• In the Veterans Administration's insurance program, 6 million
insurance policies were handled in 1950 by over 17,000 employees;
now the same number of policies is being handled by 3,000 em-
ployees.
• In the Treasury Department, nearly three times as many checks
and bonds are now being issued per employee as were issued 10
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years ago and management improvements have made it possible to
close and consolidate a number of field offices.
• In the Farmers Home Administration, a 35% increase has been
achieved in 2 years in the number of loans processed per employee.
• In the Bureau of Old-Age and Survivors Insurance, output per
worker will increase during the current year by 5.5%. Had this not
been achieved, the agency would have required 1,700 more employees
at a cost of about $10 million. Further productivity gains are ex-
pected in the coming year.
• In the Patent Office, a vigorous program to improve efficiency led
to an increase in productivity of 13% in processing patent appli-
cations in fiscal year 1962 compared with the previous year.
• Actions taken by the Department of Defense will produce savings
of $750 million this year alone in the cost of logistical operations.
The Department's goal is to reduce these costs by at least $3 billion
annually within a 5-year period without affecting combat strength.
• In the Corps of Engineers, improvements in organization com-
pleted in 1962 have eliminated 1,600 jobs and reduced annual costs
by $13 million.
• Despite a steady rise in mail volume, the Post Office is hiring
fewer new employees than in previous years, and more efficient
practices are being instituted. Savings this fiscal year are expected
to reach $40 million.
• Energetic management and employee cooperation in the Internal
Revenue Service have brought a wide range of efficiency gains which
translate into fiscal year 1963 savings of about $4.2 million.
• In the Bonneville Power Administration, new desist standards
for power transmission facilities will effect savings of $7.5 million in
costs of facilities started in 1963 and 1964.
• In the Tennessee Valley Authority, a new system for handling
coal at the Bull Run plant will save about $1 million in plant in-
vestment.
• The Federal Aviation Agency, by consolidating traffic control
centers, will save $7 million over a period of years. In addition, the
discontinuance of nonstandard distance-measuring equipment will
save $1.4 million this year.
• The Department of Agriculture expects to achieve an annual
saving of $1.3 million after consolidating payroll functions and ef-
fecting efficiencies in certain personnel and fiscal management areas.
• In the Atomic Energy Commission, greater efficiency in producing
special nuclear material will save $7 million this year.
• In the Veterans Administration, conversion of insurance account-
ing and benefit payment operations to electronic computer equip-
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merit will reduce operating costs by $1.7 million this year. A deci-
sion to buy rather than rent computers will lead to savings of $1.6
million annually. The closing of some nonessential field offices will
produce annual savings of $1.2 million.
These are heartening examples of cost reduction. They are repre-

sentative of the effort that is being made throughout the Federal
Government, and they bring credit to the officials and employees who
are responsible.

We will continue to give priority to the cost reduction program in
all Federal operations.

Salary reform.—As I requested, the Congress last year enacted
major legislation in the field of pay administration. The Congress
accepted the sound principle that I had strongly urged: namely, that
Federal salaries should be determined by comparisons with rates paid
by private employers for similar levels of work. The comparability
principle for the first time provides a reasonable and objective
formula for judging the adequacy of Government salary levels.
Moreover, this single reform will go far toward enabling the Federal
Government to secure and retain the high quality personnel it needs.

Significant elements of my proposals for pay adjustments have not
yet been acted on, however. Salaries of upper-level career personnel
are still too low when measured by the compensation provided outside
of Government. In addition, the pay rates scheduled to take effect
on January 1, 1964, will need to be improved moderately to maintain
comparability with pay in the private economy, in the light of data
recently reported by the Bureau of Labor Statistics. I shall ask the
Congress to take appropriate action on these matters at an early date.

Having taken a major step toward establishment of a proper system
of compensation for career employees, we must wait no longer to
initiate a review of the salaries of department and agency heads and
their deputies. Existing salaries for these officials are inadequate by
any reasonable standard of comparison. Taxpayers gain rather than
lose when pay is adequate to attract and hold able people. When the
Congress enacted the Federal Salary Eef orm Act of 1962, it requested
that recommendations be submitted to the next session for appropriate
increases in Federal executive salaries at all levels. Accordingly, I
intend to establish an advisory panel, made up of distinguished pri-
vate citizens, to examine the present compensation for top positions
in the executive, legislative, and judicial branches, and to suggest
appropriate adjustment in the pay for these positions. After the
panel concludes its study, I will make recommendations to the
Congress.
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CONCLUSION

The budget and fiscal policies I am proposing will serve the most
urgent needs of our people, promote efficient performance of Govern-
ment functions, and help release the brake on the rate of growth of
our economy.

Our practical choice is not between a deficit and a budgetary sur-
plus. It is instead between two kinds of deficits: a chronic deficit of
inertia due to inadequate economic growth—or a temporary deficit
resulting from a tax and expenditure program designed to provide for
our national security, boost the economy, increase tax revenue, and
achieve future budget surpluses. The first type of deficit is a sign of
waste and weakness. The second is an investment in the future.

It is of great importance for the years ahead that we act boldly now
if we are to assure more jobs for an ever growing labor force, if we are
to achieve higher standards of living, and if we are to continue to
provide the leadership required of us in the free world community.
I am convinced that the program encompassed in this budget represents
a proper use of fiscal tools for achieving these important goals.

JOHN F. KENNEDY.
JANUARY 17, 1963.
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