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DEBT CEILING 

TUESDAY, JUNE 26, 1962 

U.S. SENATE, 
COMMITTEE ON FINANCE, 

Washington, D.C. 
The committee met, pursuant to notice, at 10:10 a.m., i n room 2221, 

New Senate Office Bui ld ing, Senator H a r r y F . B y r d (chairman) 
presiding. 

Present: Senators B y r d (chairman), Ker r , Smathers, Gore, Douglas, 
Talmadge, McCar thy , Wi l l iams, Bennett , Mo r ton , and Har tke . 

Also present: El izabeth B. Springer, chief clerk. 
The CHAIRMAN. The committee w i l l come to order. 
The b i l l before the committee is H . R . 11990, to provide for a 

temporary increase i n the publ ic debt l i m i t set fo r th in section 21 of 
the Second L ibe r t y Bond Act . 

(H.R. 11990 follows:) 

[H.R. 11990, 87th Cong., 2d sess.] 

A N A C T To provide for a temporary increase in the public debt l im i t set forth in section 21 of the Second 
Liberty Bond Act 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the public debt l imit set forth in the first 
sentence of section 21 of the Second Liberty Bond Act, as amended (31 U.S.C. 
757b), shall be temporarily increased— 

(1) during the period beginning on July ] , 1962, and ending on March 31, 
1963, to $308,000,000,000, 

(2) during the period beginning on April 1, 1963, and ending on June 24, 
1963, to $305,000,000,000, and 

(3) during the period beginning on June 25, 1963, and ending on June 30, 
1963, to $300,000,000,000. 

Passed the House of Representatives June 14, 1962. 
Attest: R A L P H R. R O B E R T S , 

Clerk. 

The CHAIRMAN. We have two witnesses, the Honorable Douglas 
Di l lon, Secretary of the Treasury, and the Honorable D a v i d Bel l , 
Di rector of the Bureau of the Budget. These gentlemen w i l l make 
their statements and bo th sit at the table to answer whatever questions 
are propounded. 

M r . Secretary, you may proceed. 

STATEMENT OF HON. DOUGLAS DILLON, SECRETARY OF THE 
TREASURY 

Secretary DILLON. The President i n his budget message last 
January requested a temporary debt l i m i t of $308 b i l l ion for fiscal 
1963. Th is request was based on his estimate tha t the fiscal 1962 
deficit wou ld amount to $7 bi l l ion and tha t there wou ld be a $500 
mi l l i on surplus i n fiscal 1963. I am here today to renew the request 
for a $308 b i l l ion temporary debt l i m i t for fiscal year 1963. 

l 
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DEBT CEILING 11 

The present temporary l i m i t of $300 b i l l ion w i l l expire at the end of 
th is mon th . On Ju ly 1 the debt l i m i t w i l l rever t to i ts permanent 
leve l of $285 b i l l ion unless new legislat ion has been enacted pr io r 
thereto. Since the debt w i l l substant ia l ly exceed the permanent leve] 
o f $285 b i l l ion on Ju l y 1, i t is essential t ha t there be new legislat ion 
p r i o r to tha t date. 

T h e debt l i m i t b i l l wh ich passed the House of Representatives on 
June 14 (H .R . 11990) does no t provide the flat $308 b i l l ion debt l i m i t 
w h i c h we requested for fiscal 1963. Rather , i t provides a graduated 
deb t l i m i t set at $308 b i l l i on for the per iod Ju l y 1, 1962 th rough 
M a r c h 31, 1963, $305 b i l l ion for the per iod A p r i l 1, 1963 th rough June 
24, 1963, and $300 b i l l ion f r o m June 25, 1963, th rough the end of the 
fiscal year. Th is graduated debt l i m i t is acceptable to the Treasury , 
p rov ided tha t i t is understood tha t the debt ceilings in the House b i l l 
were careful ly ta i lored to meet the Treasury 's seasonal financial re-
quirements under the assumption of a balanced budget . The gradu-
a ted reduct ions established i n the House b i l l wou ld no t be adequate i f 
we were to r u n a defici t of any substant ia l size i n fiscal 1963. Th is 
fac t was specif ically recognized and clearly set f o r t h i n the repor t of 
the House Ways and Means Commit tee, wh ich reads as fol lows 
(p. 2) : 

* * * i t is the v iew of your commit tee t h a t the increases prov ided by th is b i l l 
are the m i n i m u m necessary to prov ide for the seasonal va r ia t ion i n the col lect ion 
of revenues, assuming a balanced budget for the fiscal year 1963. The admin is -
t r a t i o n has ind icated t h a t there m a y be a balanced budget for the fiscal year 1963. 
Y o u r commit tee has concluded t h a t the series of debt l im i ta t ions p rov ided under 
th i s b i l l for the var ious periods of the year w i l l be adequate to prov ide for the 
expected seasonal va r ia t i on i n expenditures and receipts, bu t wou ld no t give 
suff ic ient f lex ib i l i ty should a def ic i t be incur red i n the fiscal year 1963. I n th i s 
l a t te r eventua l i ty , your commit tee believes t h a t i t w i l l be appropr ia te later i n 
the fiscal year 1963 to again rev iew the s ta tu to ry debt l im i ta t i on . Thus t h i s 
"s tep approach" t o the debt l im i ta t i on , w i t h the t w o reduct ions i n the la t te r pa r t 
of the fiscal year, is designed to prov ide for seasonal needs, w i t h o u t p rov id ing so 
m u c h leeway t h a t i t can subsequently be used to cover defici t financing. 

This statement b y the House Ways and Means Commi t tee regard-
i n g the nature of the graduated set of debt l im i t s passed b y the House 
is, I believe, who l l y accurate. 

W i t h the fiscal year 1962 now near ly concluded, I can repor t to 
y o u t ha t we s t i l l expect the deficit for fiscal year 1962 to be about $7 
b i l l ion. Past experience has shown, however, t ha t fiscal year-end 
tota ls are apt to va r y several hundred m i l l i on dollars i n either direc-
t i o n f r o m pre l im inary estimates. Therefore, the final def ici t figure 
for fiscal year 1962 m a y prove to be somewhat less t han $7 b i l l ion or 
i t m a y exceed tha t amount b y a few hundred m i l l i on dollars. I n 
order to be on the conservative side, we have used a $7% b i l l i on figure 
i n the project ions on the at tached table. 

F o r fiscal year 1963, the January budget document showed a $500 
m i l l i o n surpius. The President has requested a few new programs 
since January , i n par t icu lar a capi ta l improvement program for dis-
tressed areas, t ha t wou ld use the bu l k of this est imated surplus bu t 
s t i l l leave a balance. Whether or not this balance is ac tua l ly achieved 
depends largely on revenue receipts which, i n t u rn , are dependent on 
the state of the nat iona l economy. The January revenue est imate of 
$93 b i l l i on assumed tha t the gross nat iona l product wou ld average 
$570 b i l l ion dur ing calendar 1962 and t h a t the economy wou ld con-
t inue i ts upward t rend th roughout the entire fiscal year. 
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A d m i t t e d l y , the expansion of the economy so far this year has no t 
measured up to our expectations. Wh i l e th is has substant ia l ly d im in -
ished the l ike l ihood of achieving our goals, the economy continues t o 
move steadi ly fo rward and i t is s t i l l too early for a new and ref ined 
est imate of the gross nat iona l p roduc t for 1962 upon wh ich our reve-
nues necessarily depend. As to expenditures, the best we can do is 
to re ly on the January budget document w i t h the real izat ion t h a t 
Congress has no t ye t acted on any 1963 appropr ia t ion b i l l , nor has i t 
taken final act ion on our tax b i l l , the President's proposals on posta l 
rates and f a r m price supports or on various other legislat ive recom-
mendations. U n t i l these mat ters are decided b y congressional act ion, 
there is no f i r m basis for any new estimate of expenditures and reve-
nues. 

Accord ingly , we have made no change i n the basic assumption of a 
balanced budget i n fiscal 1963, and our request for a $308 b i l l ion tem-
pora ry debt ceil ing is based squarely on t ha t assumption. 

I t may seem incongruous to some tha t , whi le pro jec t ing a balanced 
budget for fiscal 1963, we are at the same t ime requesting an $8 b i l l ion 
increase i n the temporary debt ceiling. Of course, i f the t i m i n g of 
our receipts and expenditures were i n balance throughout the year, 
there wou ld be no need for this increase in the debt ceiling. Un fo r -
tunate ly , this is never the case. Even w i t h a balanced budget for 
fiscal 1963 as a whole, our estimates indicate t ha t the f i rst half of the 
fiscal year w i l l show a substant ia l seasonal defici t , a deficit wh i ch w i l l 
be offset b y a surplus dur ing the remainder of the fiscal year. 

Specifically, our project ions indicate a seasonal cash defici t wh ich 
reaches a peak of $11.2 b i l l ion on December 15, jus t before the receipt 
of the large tax payments due on t h a t date. Succeeding peaks of $11 
and $10.7 b i l l ion w i l l be reached on January 15 and M a r c h 15, before 
the receipt of the substant ia l tax payments due on those dates. 
Thereaf ter , th is seasonal deficit w i l l rap id l y be erased b y a s imi la r ly 
large seasonal surplus; and b y June 30, 1963, our p io ject ions show the 
debt re tu rn ing to approx imate ly the same level as June 30, 1962. 

Th is seasonal imbalance between receipts and expenditures is i l lus-
t ra ted on an at tached chart . I t is the same as this large chart here 
[po int ing to enlarged char t against the wal l ] . 

(The chart referred to fol lows:) 
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Secretary DILLON. The imbalance i n fiscal year 1963 is ent i re ly 
a t t r ibu tab le to the marked seasonal pa t te rn of our tax receipts, 
since expenditures are projected at a fa i r l y constant level th roughout 
the fiscal year. I t is to finance this seasonal deficit of $11 b i l l ion in 
tax receipts, a deficit wh ich w i l l occur even w i t h a fu l l y balanced 
budget, tha t we need the $8 b i l l ion increase in the temporary debt 
l im i t . I t should be borne i n m i n d tha t , since the chart is based on 
semiannual figures wh ich include the heavy December 15 tax receipts, 
i t understates b y several b i l l ion dollars the seasonal swing wh ich 
reaches i ts peak in mid-December. 

As the at tached table indicates, we are ending the current fiscal 
year w i t h a debt projected at about $294 bi l l ion, on the basis of a 
$4 b i l l ion cash operat ing balance. Add ing the $3 b i l l ion allowance 
for f lex ib i l i ty to this figure, gives a to ta l of about $297 bi l l ion, $3 b i l l ion 
under the current temporary debt l i m i t of $300 bi l l ion. I t is be-
cause of this extra leeway of $3 b i l l ion wh ich we w i l l have on June 30 
tha t we w i l l be able to finance a seasonal deficit of $11 b i l l ion w i t h an 
$8 b i l l ion increase i n the debt l im i t . 

The seasonal imbalance between Federal Government receipts and 
expenditures is a regular feature of our f inancial mechanism. I t is 
no t jus t something tha t w i l l occur in fiscal 1963. I wou ld l i ke to cal l 
your a t tent ion again to the chart wh ich shows semiannual receipts 
and expenditures f r o m fiscal 1958 th rough fiscal 1963. Y o u w i l l 
note tha t a pronounced seasonal pa t te rn i n revenues shows up i n each 
and every year, the green figures being the revenues i n the second 
half of the fiscal year and the yellow bars the revenues in the f i rst half 
of the fiscal year. I t was as much i n evidence in fiscal 1960, when 
we last ran a budget surplus, as i t was in years wrhen we ran budget 
deficits. 

On the assumption of a constant $4 b i l l ion operat ing balance, we 
expect the debt to rise to about $305 b i l l ion before dropping back 
again to around $294 b i l l ion at the end of fiscal 1963. A $308 b i l l ion 
debt ceil ing is the m i n i m u m needed to provide us w i t h the usual 
$3 b i l l ion leeway for flexibility i n debt management and for unforeseen 
contingencies, a marg in wh ich prudent and economic f inancial manage-
ment requires. 

The b i l l wh ich passed the House embodies a fo rma l recognit ion of 
the seasonal var ia t ion in Federal Government revenues b y proposing, 
for the f i rst t ime, seasonal debt l imi ts . Wh i le we wou ld prefer the 
simpler, overal l annual debt l i m i t such as we have had in the past, 
we recognize tha t the House b i l l does have the characterist ic of set t ing 
f o r t h very clearly the seasonal nature of the Treasury 's bor rowing 
requirements under the assumption of a balanced budget in fiscal 1963. 

The Treasury 's operat ing cash balance consists essentially of funds 
on deposit at the 12 Federal Reserve banks and i n approx imate ly 
11,400 commercial banks throughout the count ry . For the past 
few years the Treasury, i n i ts presentations at hearings on the debt 
l i m i t , has assumed a $3.5 b i l l ion constant operat ing cash balance. 
Experience has shown tha t this is an unreal ist ical ly low figure. W i t h 
careful management to have the necessary funds on hand i n the proper 
places and at the proper t imes to meet the Government 's obl igations 
as they come due and w i t h every effort to avoid excess cash balances, 
our average operat ing cash balance (excluding gold) for the f i rst 11 
months of this fiscal year was $4,755 mi l l ion . The average for fiscal 
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year 1961 was $4,620 m i l l i on and for fiscal year 1960 i t was $4,638: 
mi l l ion . I n 1958, when the $3.5 b i l l ion figure was first used for 
i l lus t ra t ive purposes, Federal expenditures amounted to $71.4 b i l l ion . 
Fiscal year 1963 expenditures are expected to be some 30 percent 
larger. W i t h larger expenditures, we na tu ra l l y require larger operat -
i ng cash balances. For these reasons, we have used a $4 b i l l ion figure 
i n the at tached tables as a conservative figure for a constant operat ing 
balance. T h a t this figure is t r u l y conservative can readi ly be seen 
b y the fact t ha t a 30 percent increase, comparable to the increase i n 
budget expenditures between fiscal 1958 and fiscal 1963, wou ld have 
ind icated a figure of $4% b i l l ion, a figure substant ia l ly closer to, b u t 
s t i l l lower than, the actual average of our operat ing balance dur ing 
each of the past 3 years. A n operat ing balance at least as large as 
the average of the past 3 years is needed to permi t the day- to -day 
operations of the Treasury to be conducted i n an efficient manner. 

O u r estimates also provide, as in the past, for a $3 b i l l ion marg in 
to prov ide much-needed flexibility i n debt management and to cover 
unforeseen contingencies, inc luding the inescapable uncertaint ies i n 
our mon th - to -mon th project ions of revenues and expenditures. Since 
the assumed cash balance of $4 b i l l ion is over $500 mi l l i on less than 
our actua l needs, th is marg in of f lex ib i l i ty i n practice works ou t to 
less than $2% bi l l ion. Such a marg in for f lex ib i l i ty is the m i n i m u m 
needed for the efficient management of the publ ic debt. I t is no t i n 
the pub l ic interest to require the Treasury to operate w i t h a smaller 
marg in under the debt l im i t . The end result of an excessively t i gh t 
debt l i m i t is l i ke ly to be higher interest costs on the debt and o ther 
serious consequences, no t on ly i n our domestic affairs, b u t also i n 
our balance of payments posi t ion and i ts related effect on our go ld 
stock. 

I wou ld l ike to give you a few examples to i l lust rate w h y the $3 
b i l l ion marg in for flexibility is so essential for efficient debt manage-
ment . F i rs t , the Treasury should be able to take advantage of 
especially favorable condit ions i n the money and capi ta l markets 
whenever they arise. However , an excessively t i gh t debt l i m i t m a y 
prevent the Treasury f r o m t im ing i ts borrowing operations most 
advantageously and the oppor tun i t y to make impo r tan t savings on 
interest costs would, therefore, be lost. 

Second, i n conduct ing our debt management operations du r ing the 
past 17 months we have been very conscious of the impact of these 
operations on our balance of payments posit ion. I t is of cr i t ica l 
impor tance to our in ternat iona l financial posi t ion tha t our shor t - te rm 
interest ra te st ructure be i n reasonable equ i l ib r ium w i t h shor t - te rm 
rates abroad. I f this equ i l ib r ium is not mainta ined, funds are i n -
duced to flow abroad seeking interest ra te differentials, thus increas-
ing the dra in on our gold stock. I n order to avoid any disturbance of 
th is equi l ib r ium, the Treasury has arranged i ts recent cash bo r row ing 
so as to permi t the m a x i m u m use of addi t ional quant i t ies of Treasury 
bi l ls. I t is v i t a l l y impo r tan t tha t the Treasury have enough room 
under the debt l i m i t to take such actions whenever marke t condi t ions 
war ran t . T o deny the Treasury a sufficient marg in for such debt 
operat ions could result i n substant ia l and unnecessary drains on our 
gold stock. 

Th i rd , i t m a y often be i n the best interest of bo th the Government 
and the p r iva te capi ta l markets i f the Treasury consolidated some of 
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i ts re fund ing operations. For example, i n re fund ing the $7.2 b i l l i on 
i n securities ma tu r i ng this coming November 15, i t m a y be advan-
tageous to make the same refunding offer to the holders of the $2.3 
b i l l ion of securities ma tu r i ng December 15. A n excessively t i gh t debt 
l i m i t could prevent us f r om using the cash re funding approach i n 
handl ing such an operation, even though marke t condit ions m i g h t 
suggest t ha t a cash re fund ing operat ion wou ld be most advantageous 
to the Treasury. 

Fou r th , i f the debt l i m i t becomes exceedingly b inding, the Treasury 
m igh t have to do some of i ts financing th rough the sale of nonguar-
anteed issues of Federal agencies wh ich are no t subject to the debt 
l im i t . Th is was done back in October 1957 and January 1958, under 
the preceding admin is t ra t ion, when the Treasury was st ruggl ing to 
l ive w i t h an unreal ist ical ly low-debt l im i t . Th is is a very unsound 
financial pract ice wh ich has been severely cr i t ic ized b y the Comp-
tro l ler General of the U n i t e d States. I t means tha t the Government 
has to pay one-half to three-fourths percent more i n interest costs 
than i t wou ld have to pay on Treasury obligations. Secretary 
Anderson used this device on ly w i t h the greatest reluctance. I 
wou ld hope tha t we wou ld never again be forced to use i t . 

For al l of these reasons, a sufficient marg in for flexibility i n debt 
management and for contingencies is essential i f we are to have 
efficient and economical management of the Government 's finances. 

The level of the debt is the result of al l of our past decisions on 
appropriat ions, expenditures, and taxes. However , i t is impo r tan t 
to recognize tha t these decisions are reflected i n the debt on ly af ter 
a considerable t imelag. The t imelag between decisions on appropr i -
ations and the impac t of those decisions on the debt is, i n fact, the 
reason w h y we need a substant ia l increase i n the debt l i m i t i n fiscal 
1963, even under the assumption of a balanced budget. The increased 
debt level dur ing the coming fiscal year is a product of the deficit i n 
fiscal 1962. I f we have a balanced budget i n fiscal 1963 and, a year 
f r o m now, contemplate a balanced budget for fiscal 1964, we could 
get b y in fiscal 1964 w i t h the same $308 b i l l ion debt l i m i t wh ich we 
are requesting now. 

The level of the debt is the final l i nk in a sequential chain wh ich 
has as i ts first l i n k the appropr iat ions process. D e b t levels i n the 
fu tu re are the product of past decisions on appropr iat ions and taxes 
and the debt cei l ing must be consistent w i t h those past decisions. 

I n conclusion, I wish to reemphasize tha t the increase i n the debt 
cei l ing to $308 b i l l ion is based on the assumption of a balanced budget 
i n fiscal 1963. The last at tached table shows m o n t h l y estimates of 
budget receipts and expenditures i n fiscal 1963, under a balanced 
budget assumption, and thei r relat ionship to our month-end debt 
project ions. The $8 b i l l ion increase in the temporary debt ceil ing is 
required to cover the seasonal low i n receipts, wh ich always occurs 
du r ing the f i rst hal f of the fiscal year. Such an increase is needed i n 
fiscal 1963 because of the substant ia l defici t wh ich has already been 
incurred i n fiscal 1962. I n other words, the increase is being requested 
to meet the fiscal consequences of past deficits and does no t reflect 
the expectat ion of a defici t i n fiscal 1963. 

There are those who t h i n k our revenue estimates for fiscal 1963 are 
too opt imist ic , and cer ta in ly they look more opt imis t ic today than 
they d id last January. I n A p r i l the staff of the Jo in t Commi t tee on 
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I n te rna l Revenue Taxat ion , on the basis of i ts independent revenue 
project ions, est imated tha t fiscal 1963 wou ld produce an admin is t ra-
t i ve budget deficit of $4.9 b i l l ion, assuming tha t the adminis t rat ion 's 
t ax b i l l is approved b y the Congress. I w i l l no t a t tempt to evaluate 
th is estimate, since I have already given you the reasons w h y we feel 
t h a t there is no firm basis, as yet , for revis ing the estimates presented 
i n the President's budget message. I raise the issue on ly to emphasize 
t h a t i f the budget deficit forecast for fiscal 1963 b y the staff of the 
Jo in t Commi t tee on In te rna l Revenue Taxa t ion should prove to be 
correct , the graduated set of debt ceilings approved b y the House 
w i l l no t be adequate to meet the Treasury 's needs, and we w i l l be 
forced to re turn to the Congress early i n the next session, as was 
envisioned b y the repor t of the Ways and Means Commit tee. 

A temporary increase in the debt l i m i t to $308 b i l l ion, as prov ided 
b y the House i n the b i l l before you, is the absolute m i n i m u m needed 
i f the Government 's finances are to be managed i n an order ly and 
economical manner and i f we are to be able to finance our pure ly 
seasonal cash requirements i n fiscal 1963 w i t h i n the f ramework of a 
balanced budget. I earnestly recommend i ts approval b y th is com-
mi t tee. 

(The tables referred to above fo l low:) 

Actual public debt outstanding, fiscal year 1962, with June 30, 1962, estimate based on 
operating cash balance of $4,000,000,000 {excluding free gold)—Based on projection 
of June 22, 1962 

[ I n bi l l ions] 

Operat ing 
balance 
Federal 
Reserve 

banks and 
depositaries 
(excluding 
free gold) 

Pub l ic debt 
subject to 
l im i t a t i on 

Al lowance to 
provide flexi-
b i l i t y i n fi-
nancing and 

for con-
tingencies 

T o t a l pub l ic 
debt l im i ta -
t i on required 

ACTUAL 
1961—July 1 5 . - $3.3 

5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Ju l y 31 _ -
$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Aug. 15 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

A u g 31 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Sept. 15 _ 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Sept. 30 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Oct. 15 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Oct. 31 __ . _ _ 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

N o v . 15 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

N o v . 30 _ 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Dec. 15 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Dec. 31 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

1962—Jan. 15 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Jan. 31 . _ _ . 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Feb. 15 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Feb. 28 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

M a r . 15 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

M a r . 31 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Ap r . 15 _ _ 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

Ap r . 30 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

M a y 15 _ _ _ _ _ _ _ _ _ _ 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

M a y 31 __ 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 

June 15 __ 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 
ESTIMATED 

June 30 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 $3.0 $296.7 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 
3.1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289.1 
292.2 
292.1 
293.5 
293.2 
293.6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 
296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299.4 

293.7 $3.0 $296.7 

NOTE .—For seasonal reasons the June 30, 1962, operating balance w i l l be signif icantly above $4,000,000,000, 
so the actual debt outstanding w i l l be higher than shown here. 
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DEBT CEILING 
11 

Forecast of public debt outstanding fiscal year 1963, based on constant operating 
cash balance of $4,000,000,000 (excluding free gold).—Based on 1963 budget 
document—plus formal modifications 

[ In billions] 

Operating 
balance, 
Federal 
Reserve 

banks and 
depositaries 
(excluding 
free gold) 

Public debt 
subject to 
l imi ta t ion 

Allowance to 
provide flexi-
b i l i t y in fi-
nancing and 

for con-
tingencies 

Tota l public 
debt l imita-
t ion required 

1962--June 30, $4.0 $293. 7 $3.0 $296. 7 
July 15 4.0 297.0 3.0 300.0 
July 31 4.0 297.8 3.0 300.8 
Aug. 15_. _ _ 4.0 299.2 3.0 302.2 
Aug. 31 4.0 299.0 3.0 302.0 
Sept. 15 4.0 301.2 3.0 304.2 
Sept. 30 4.0 295.7 3.0 298.7 
Oct. 15 4.0 299.5 3.0 302.5 
Oct. 31 4.0 300.5 3.0 303.5 
Nov. 15 4.0 302.3 3.0 305. 3 
Nov. 30 4.0 302.1 3.0 305.1 
Dec. 15 4.0 304.9 3.0 307.9 
Dec. 31 4.0 301.5 3.0 304.5 

1963--Jan. 15. _ _ __ __ ______ 4.0 304.7 3.0 307.7 
Jan. 31 4.0 302.1 3.0 305.1 
Feb. 15 4.0 302.8 3.0 305.8 
Feb. 28 4.0 302.0 3.0 305.0 
Mar . 15 4.0 304.4 3.0 307.4 
Mar. 31 4.0 297.9 3.0 300.9 
Apr. 15 4.0 301.0 3.0 304.0 
Apr. 30 4.0 299.4 3.0 302.4 
M a y 15 4.0 299.4 3.0 302. 4 
M a y 31 4.0 299.6 3.0 302.6 
June 15. __ . 4.0 302.0 3.0 305.0 
June 30 4.0 294.0 3.0 297.0 
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Estimated monthly budget receipts and expenditures and resulting end-of-month debt levels, fiscal year 1963 (based on 1963 budget document-
formal modifications) 

[ In billions of dollars] 

-Plus 

Budget receipts and expenditures 

Net 
receipts 

Expendi-
tures 

Month ly 
surplus or 
deficit (—) 

Cumulative 
surplus or 
deficit (—) 

Net receipts 
of trust and 

clearing 
accounts 
and other 

transactions 

Total to be 
financed 

Operating 
cash 

balance 1 

Debt sub-
ject to 

l imitat ion 

Allowance 
for flexibility 
and contin-

gencies 

Total debt 
l imitat ion 
required 2 

W 
w 

o 

o 

Balance on June 30, 1962.. 
1962—Jul y 

August 
September 
October 
November 
December 

1963—Januar y 
February 
March 
Am-il 
M a y 
June 

3.1 
7.0 

10.2 
3.2 
6.9 
9.0 
6.3 
8.0 

11.5 
5.9 
8.2 

13.7 

7.2 
7.6 
7.6 
8.1 
7.6 
8.4 
7.4 
7.4 
7.7 
7.6 
8.0 
8.4 

- 4 . 1 
- . 6 

+2.6 
- 4 . 9 
- . 7 
+.6 
-1.1 
+.6 

+3.8 
- 1 . 7 
+.2 

+5.3 

- 4 . 1 
-4 .7 
- 2 . 1 
-7 .0 
-7 .7 
- 7 .1 
-8 .2 
-7 .6 
-3 .8 
-5 .5 
-5 .3 
0 

- 0 . 6 
+.7 
+.1 

(3) +.5 
- . 5 
+.3 
+.2 
- . 4 
+.3 

4.1 
1.2 

-3 .3 
4.8 
1.6 

- . 6 
.6 
1 

- 4 . 1 
1.5 
.2 

-5 .6 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

293.7 
297.8 
299.0 
295.7 
300.5 
302.1 
301.5 
302.1 
302.0 
297.9 
299.4 
299.6 
294.0 

3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 

296.7 
300.8 
302.0 
298.7 
303.5 
305.1 
304.5 
305.1 
305.0 
300.9 
302.4 
302.6 
297.0 

Fiscal year 1963.. 93.0 0 - . 3 .3 

1 Excluding free gold. 
2 A t the midmonth points in December, January, and March the requirements are 

$307,900,000,000, $307,700,000,000, and $307,400,000,000 respectively. 

3 Less than $50,000,000. 

Source: Office of the Secretary of the Treasury, Office of Debt Analysis, June 21, 1962. 
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Secretary DILLON. T h a n k you, M r . Chai rman. 
T h e CHAIRMAN. T h a n k y o u , M r . S e c r e t a r y . 
M r . Budget D i rec tor , w i l l y o u make your statement? 

STATEMENT OF HON. DAVID E. BELL, DIRECTOR OF THE BUREAU 
OF THE BUDGET 

M r . BELL. M r . Cha i rman and members of the commit tee, I appre-
ciate this oppo r tun i t y to appear before th is commit tee i n support of 
the President's request for a temporary increase i n the s ta tu to ry debt 
l i m i t to be effective th roughout fiscal year 1963. 

I n his budget message last January, the President recommended the 
enactment of an increase i n the temporary debt cei l ing f r o m the $298 
b i l l ion then i n effect to $308 b i l l ion, to be available dur ing the re-
mainder of fiscal year 1962 and for fiscal 1963. I n Ma rch , legislat ion 
was enacted rais ing the l i m i t to $300 b i l l ion for the dura t ion of fiscal 
year 1962; the request now before the commit tee covers the remain-
ing $8 b i l l ion increase proposed b y the President i n the January 
budget to be i n effect dur ing fiscal year 1963. As the President 
po in ted out i n the budget message: 

Despite the expectat ion of budget balance for fiscal 1963 as a whole * * * 
seasonal requirements w i l l temporar i l y raise the outs tand ing debt du r ing the 
course of the year. * * * To make the usual al lowance for a marg in of flexi-
b i l i t y i n fiscal 1963. * * * I urge p r o m p t enactment of a tempora ry increase of 
the debt l i m i t to $308 mi l l ion . * * * 

As y o u know, i t is the seasonal nature of the debt l i m i t prob lem 
facing us, even w i t h a balanced budget, wh ich led the House to pro-
vide for va ry ing the debt l i m i t at d i f ferent t imes dur ing the year i n 
the b i l l passed earlier this m o n t h — a less desirable arrangement than 
a single debt l i m i t , bu t acceptable i f fu tu re developments do not 
result i n a substant ia l departure f r o m our present budget assump-
tions. 

To aid i n your consideration of the President's request, I wou ld 
l ike to review br ief ly the budgetary out look wh ich is, of course, 
d i rect ly related to the debt l im i t . 

Fiscal year 1962: A t the present t ime, i t appears t ha t the current 
fiscal year, 1962, w i l l end w i t h a budget deficit of approx imate ly $7 
b i l l ion, about the same as est imated i n the January budget. Based 
on data th rough M a y , i t seems probable t h a t bo th receipts and ex-
penditures w i l l be somewhat below the January estimates, each b y 
about $1 b i l l ion. On the receipts side, corporat ion income tax collec-
t ions account for most of the reduct ion; on the expenditure side, 
lower f a r m price support out lays by the C o m m o d i t y Cred i t Corpora-
t ion are the largest single factor i n the reduct ion now ant ic ipated f rom 
the January estimate, a l though there w i l l be numerous smaller de-
creases and some increases. 

Fiscal year 1963: For fiscal year 1963, nei ther the economic nor 
legislat ive s i tuat ion at this t ime is clear enough to enable us to make 
any firm revisions i n the budget totals est imated last January. 

As you know, the President has recommended certain amendments 
to the January budget, the largest of wh ich are for the capi tal improve-
ments program in areas of h igh unemployment and the cont inuat ion 
of temporary extended unemployment benefits. Smaller revisions— 
b o t h up and down—have been made i n the requested appropriat ions. 
I n to ta l , however, the changes recommended b y the President wou ld 
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12 DEBT CEILING 11 

not raise the 1963 expenditure estimate above the revenues as pro-
jected in January. 

The Congress is cur rent ly considering the 1963 budget recommenda-
tions, and changes w i l l na tu ra l l y result f r o m f inal congressional 
actions as wel l as other factors. N o appropr ia t ion b i l l for 1963 has 
as yet been enacted dur ing his session. The House thus far vo ted 
on seven appropr ia t ion bi l ls, inc lud ing two supplemental appropr ia-
t i on bi l ls for fiscal 1962; the five bi l ls passed b y the House for fiscal 
year 1963 represent 63 percent of the to ta l current author izat ions 
recommended for 1963. The Senate has acted on the two 1962 
supplementals and on three 1963 appropr ia t ion bi l ls representing 57 
percent of to ta l recommended 1963 current authorizat ions. Our 
estimates indicate t ha t the House act ion on the five annual appropr ia-
t i on bi l ls i t has passedth us far wou ld have the effect of reducing 1963 
budget expenditures b y a l i t t l e more than $300 mi l l i on below the 
January estimates for the agencies covered b y these bi l ls; the Senate's 
act ion on the three bi l ls i t has passed wou ld reduce expenditures i n 
^963 b y about $50 mi l l ion. These figures are, of course, ten ta t ive , 
pending the final outcome of act ion b y bo th Houses of Congress. 

I n add i t ion to the uncer ta in ty related to appropr ia t ion bi l ls, var ious 
legislat ive proposals b y the President affect ing the budget are pending 
i n the Congress. These include, among others, the recommendat ions 
concerning education, improvements i n welfare programs, y o u t h 
employment opportuni t ies, Federal pay reform, postal rates, and f a r m 
price supports. The la t te r two, i f enacted as proposed, were est imated 
to reduce 1963 expenditures b y about $1 b i l l ion. 

Wh i l e the s i tuat ion is subject to change each day, there is no clear 
t rend or firm basis at this t ime for a specific substant ia l revis ion of 
the to ta l budget expenditure estimate for 1963 made i n January , as 
fo rma l l y modi f ied since tha t t ime. 

Revenues in fiscal year 1963 w i l l depend d i rect ly on economic de-
velopments dur ing the calendar year 1962, and on congressional 
act ion on taxes. Economic ac t i v i t y cont inued to advance i n Jan-
ua ry and February of this year, a l though at a slower rate than the 
January budget estimates had assumed. I n M a r c h and Apr i l , the 
pace of economic ac t i v i t y p icked up and the out look for a sustained 
advance dur ing the coming months was improved. The stat ist ics 
we have seen for M a y indicate a cont inu ing recovery, b u t the v igor 
of the advance is s t i l l no t ent i re ly clear. 

Economic forecasting is an imprecise art , at best, especially so i n 
as large and var ied an economy as ours, and we do no t believe there is 
suff icient evidence at this t ime on wh ich to base a specific revis ion of 
the January budget estimates. Moreover , u n t i l the final f o r m of the 
tax revision b i l l is settled, i ts effect on 1963 revenues cannot be ac-
curate ly gaged. 

I t has been suggested tha t we could get along w i t h a smaller increase 
i n the debt l i m i t than we have recommended, even though our request 
is based on a balanced budget assumption, i f the President were to 
reduce expenditures i n fiscal 1963 below the levels appropr ia ted b y 
the Congress. This raises the question of the admin is t ra t ive feas ib i l i ty 
of reducing expenditures rap id ly enough to help us m u c h w i t h respect 
to our debt l i m i t needs. As the pro ject ion suppl ied b y Secretary 
D i l l o n indicates, under a balanced budget assumption the peak level 
of the debt i n fiscal 1963 w i l l be reached on December 15. Th is 
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means tha t , i n order to be helpfu l i n meet ing debt l i m i t requirements, 
expenditure reduct ions must be accomplished before tha t t ime ; i n 
other words, dur ing the f i rst 5 months of the fiscal year. 

Bureau of the Budget staff has est imated t ha t expenditures th rough 
November 1962 w i l l amount to about $38 bi l l ion. Of this to ta l , the 
m i l i t a r y funct ions of the Depar tmen t of Defense account for $20 
bi l l ion. Another $9 b i l l ion represents expenditures wh ich are v i r t ua l l y 
uncontro l lable i n the short run , since they are legal commi tments 
wh ich the Government cannot reduce b y admin is t ra t ive discretion, 
such as veterans' pensions, interest on the publ ic debt, publ ic assist-
ance grants to States, ship operat ing subsidies, and f a rm price supports. 
Of the remain ing $9 b i l l ion i n expenditures, at least one- th i rd stems 
f rom obl igations already incurred i n pr ior years pursuant to legislat ion 
enacted b y the Congress, and the Government is commi t ted to pay 
these bi l ls when they fa l l due. 

This leaves less than $6 bi l l ion of uncommi t ted , nondefense ex-
penditures to bear the b run t of any expenditure cut. Large i tems i n 
this to ta l include such essential funct ions as space, atomic energy, 
conduct of foreign affairs, publ ic heal th, water resource and other 
na tura l resource projects, medical care for veterans, operat ion and 
maintenance of the airways, and the postal service. 

I t h i nk these figures pu t the prob lem i n perspective. I t is qui te 
clear tha t to cut expenditures by any substant ia l amount dur ing such 
a short span of t ime as 5 months means tha t much of the reduct ion 
would necessarily have to fa l l on defense expenditures. This, in fact, 
is wha t happened in 1957 when the Eisenhower admin is t ra t ion was 
endeavoring to stay w i t h i n a restr ic t ive debt l im i t . 

W i t h this i n mind , I jo in the Secretary of the Treasury in recom-
mending favorable act ion by the commit tee on the President's request 
for a temporary increase in the debt l i m i t to $308 bi l l ion. 

The CHAIRMAN. T h a n k you very much, M r . Bel l . 
M r . Secretary, I want to ask you a few questions, and also M r . Bell . 
As you know, under art icle 1, section 8, of the Const i tu t ion, the 

power to borrow on the credit of the Un i t ed States lies on ly in the 
Congress. Pr ior to W o r l d War I the Government entered in to debt 
on ly for specific purposes authorized b y separate acts of Congress. I 
t h i nk you w i l l recall tha t Andrew Jackson, when he was President, 
said he was more p roud of pay ing off i n to to the publ ic debt than any 
other act ion tha t he achieved. 

I was wonder ing i f you thought tha t any fu tu re President wou ld 
ever have tha t oppor tun i ty . 

Secretary DILLON. I t h i nk tha t the tremendous size of the publ ic 
debt tha t was incurred as a result of W o r l d War I I makes tha t a 
very di f f icul t assumption to foresee a l though you can' t look indef in i te ly 
in to the future. T imes have changed tremendously between the times 
of Andrew Jackson and now. The Un i t ed States of his t ime and the 
Un i t ed States of our t ime are not recognizable as the same. Another 
hundred years could cer ta in ly produce a s i tuat ion where there m igh t 
be no publ ic debt, bu t i t wou ld certa in ly be a very long t ime off. 

Senator KERR. W o u l d the Senator yield? 
T h e CHAIRMAN. Y e s . 
Senator KERR. The statement of Andrew Jackson to wh ich he 

referred is one of the most famous tha t tha t great man ever ut tered. 
I believe there were three things that he mentioned. A n d as he read 

85845—62 2 
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them, I don ' t recall t ha t he di f ferent iated between them as to his 
p r ide i n each. A t the end of his second term, as I recal l—and the 
Senator w i l l correct me i f I am not accurate—he said, " I have re-
warded m y fr iends, I have punished m y enemies, I have pa id the 
nat iona l debt and d is t r ibu ted the surplus to the States. I am t i red 
and I am going home to Tennessee." 

I t h i n k tha t is wha t the great man said. A n d I never was able to 
decide bu t what the second par t of his statement was probab ly the 
one he cherished the most. 

The CHAIRMAN. I w i l l accept t ha t statement, b u t pay ing off debts 
to his friends and doing whatever he could to his enemies was one 
t i l ing; and what he d id for the U.S. Government was another. He 
clear ly expressed his pr ide i n pay ing off i n to to the publ ic debt, and 
as the Senator f r om Oklahoma says, i n d is t r ibu t ing the surplus to 
the States. I s imply want to ment ion tha t the debt in 1932 when I 
came to the Senate was $19 b i l l ion. A n d now I believe i t is $295 
bi l l ion , or more. 

Is tha t correct? 
Secretary DILLON. I t is $299 b i l l ion. 
T h e CHAIRMAN. NOW, M r . Secretary, you approve, do you not , of 

the pract ice of a debt l im i ta t ion? 
Secretary DILLON. I t h i nk a debt l im i t a t i on provides a good occa-

sion, each year when i t is renewed, to have a review of the entire fiscal 
pol icy of the Government . I t h i n k tha t is the p r imary funct ion of the 
deb t l im i ta t ion . However , the size of the debt is control led b y ex-
penditures and b y the appropr iat ions wh ich are made. Personally I 
wou ld feel very happy i f a way could be found to relate the mass of 
appropr iat ions more closely to the mass of revenues, so tha t our budget 
when i t is adopted could be more clearly adopted in to to rather than 
i n par t . B u t I don ' t t h i n k tha t i t is possible effectively to use the 
publ ic debt l im i t a t i on to contro l appropriat ions. 

The CHAIRMAN. DO you approve of a flexible debt l im i ta t ion? 
Secretary DILLON. AS set b y the House, I t h i nk tha t tha t is per-

fec t ly acceptable to us. W h a t i t requires, i f the Congress so decides, is 
t ha t i f our estimates prove wrong and we have a deficit i n the ear ly 
months of the session, we wou ld have to come back and explain w h y 
and ask for some sort of fu r ther extension of the publ ic debt l im i t . 

The CHAIRMAN. YOU cer ta in ly prefer a general debt l im i t a t i on to 
the previous pol icy of hav ing the Congress enact a separate law to 
al low each issuance of securities. 

Secretary DILLON. Yes; under the size of our current appropr ia-
t ions and our current debt i t wou ld be impossible to operate the debt 
t ha t way. 

The CHAIRMAN. NOW, the b i l l pending before this commit tee raises 
the l i m i t to $308 b i l l i on for the per iod f r o m J u l y 1, 1962, th rough 
M a r c h 31, 1963. A n d then i t sets the ceil ing at $305 b i l l ion f r o m 
A p r i l 1, 1963, to June 24, and reduces i t to $300 b i l l ion f r om June 25, 
t o June 30, so there wou ld be a temporary increase in the permanent 
debt cei l ing of up to $23 bi l l ion. 

Secretary DILLON. Yes, $308 is $23 b i l l i on higher than the $285 
b i l l i on permanent ceil ing. 

The CHAIRMAN. I take i t tha t the Secretary could use this au tho r i t y 
t o increase the publ ic debt. 

Secretary DILLON. We wou ld use this au tho r i t y to finance the 
expenditures of the Government , wh ich wou ld be done b y increasing 
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the Federal debt temporar i l y dur ing the year and pay ing i t off as the 
moneys come in, par t i cu la r l y dur ing the last hal f of the fiscal year. 

The CHAIRMAN. D o you f ind any th ing my th i ca l about the perma-
nent request to raise the publ ic debt? 

Secretary DILLON. My th i ca l ? 
The CHAIRMAN. T h a t expression has been used b y h igh officials of 

the Government . 
Secretary DILLON. I t h i n k i t is a very real problem tha t we face, 

M r . Cha i rman, and i t is a ref lect ion of expenditures and deficits wh ich 
we have already incurred. 

The CHAIRMAN. Can the commit tee regard your est imated debt 
requirements as a m y t h ? 

Secretary DILLON. D e b t requirements? 
The CHAIRMAN. Can the commit tee regard your est imated debt 

requirements as a m y t h ? 
Secretary DILLON. NO, M r . Cha i rman, they are no t a m y t h . 
The CHAIRMAN. W h a t does this word " m y t h " mean? I t has 

been bandied back and f o r t h a great deal late ly. We have been 
hearing about my ths in f inancial matters. There is no th ing my th i ca l 
about debt so far as I can f ind out . Y o u have got to pay i t back w i t h 
interest. 

So you don ' t regard i t as a m y t h ? 
Secretary DILLON. I don ' t regard the Federal debt as a m y t h ; no. 
The CHAIRMAN. YOU don ' t regard your requests as a m y t h ? 
Secretary DILLON. I cer ta in ly do not , M r . Chai rman. 
The CHAIRMAN. Also we have a great deal of ta l k by h igh Govern-

ment officials about di f ferent k inds of budgets, we have a so-called 
cash budget, a so-called nat iona l income budget, and a so-called cap-
i ta l budget. I wan t to ask you if the fiscal operations of the Federal 
Government were stated for the past, present, or fu tu re in any or al l 
of these forms 

Secretary DILLON. I f they were stated in them? 
The CHAIRMAN. I f the fiscal operations of the Federal Government 

at any t ime have been stated in any of the three di f ferent k inds of the 
budgets t h a t we hear about, the so-called cash budget, the so-called 
nat iona l income budget, and the so-called capi ta l budget. 

Secretary DILLON. I t h i n k i n the budget message of the President 
they d id state the summary of Federal finances on page 8 i n three 
di f ferent ways. They pu t the admin is t ra t ive budget, wh ich is the 
budget we are ta l k ing about here, and wh ich governs the size of our 
debt, f i rst . The admin is t ra t ive budget was the on ly t h i ng tha t was 
called the budget. 

The next statement was a consolidated cash statement wh ich showed 
al l the receipts f r om the publ ic and al l the payments to the publ ic. 
Those two were not very far apart i n thei r f inal excess of receipts or 
payments; they are always very close. The consolidated cash state-
ment includes bo th the receipts and payments of the various t rus t 
funds. 

A n d f inal ly , as a t h i r d i t em they l is ted the nat iona l income accounts, 
the Federal sector of them, wh ich indicates the economic impact of 
a par t icu lar budgetary deficit at the par t icu lar t ime. I t has no th ing 
to do w i t h nat iona l debt, b u t i t does operate on an accrual basis 
wh ich lists expenditures, l ists revenues, when they are accrued rather 
than when they are actual ly paid. Th is is probab ly more accurate 
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i n showing the economic or the in f la t ionary and non in f la t ionary 
impac t of the budget on the economy at any par t icu lar t ime. 

The CHAIRMAN. DO y o u or the Budget D i rec tor , or so far as y o u 
know, the President, have any plans i n m i n d to change the present 
admin is t ra t ive budget? 

Secretary DILLON. I don ' t see how y o u can change the present 
admin is t ra t ive budget, because i t is the budget 

The CHAIRMAN. W h a t is the use of ta lk ing about al l these other 
budgets i f they are no t pract ical? 

Secretary DILLON. Th is is the budget on wh ich the nat iona l debt 
is based. There is no publ icat ion of a capi ta l budget. T h e on ly 
t h i ng tha t I can imagine one could do w i t h t ha t wou ld be maybe to 
iden t i f y more clearly w i t h i n the admin is t ra t ive budget wh ich expendi-
tures were used for certain capi ta l purposes, bu t y o u couldn ' t separate 
i t out , because i t wou ld s t i l l be par t 

T h e CHAIRMAN. Isn ' t t ha t very misleading to the people, because 
the Government is not prof i tmaking? 

Secretary DILLON. I don ' t t h i n k i t wou ld be misleading as long as 
they were inc luded w i t h i n the admin is t ra t ive budget clearly. I t h i n k 
i f i t were separated out i n a separate document i t wou ld be. 

T h e CHAIRMAN. I f you bu i l d a bat t lesh ip—inc identa l ly , they are 
out of date now, we haven ' t got a single batt leship t ha t is oper-
a t ing 

Secretary DILLON. I wou ldn ' t call t ha t a capi ta l i tem. 
The CHAIRMAN. Isn ' t i t costing the Government a good deal of 

money to keep those batt leships i n mothbal ls? 
Secretary DILLON. I wou ldn ' t call t ha t a capi ta l i tem. 
The CHAIRMAN. IS there any ac t i v i t y of the Government wh i ch 

shows a prof i t t ha t you know of? 
M r . BELL. There are several act iv i t ies of the Government wh ich do 

not r u n at a substant ia l loss. The power operations, for example, of 
the Bonnevi l le Power Admin is t ra t ion , so far as I am aware, have 
covered costs. 

The CHAIRMAN. Does tha t go in to the General Treasury? I sn ' t 
i t t rue tha t i n the T V A whatever prof i ts they make are reinvested i n 
the same l ine of business? 

M r . BELL. I t depends on the arrangements under wh ich the par-
t icu lar program is operated. The T V A does make a regular payment 
to the Treasury, wh ich is established under the laws tha t contro l the 
T V A . 

The CHAIRMAN. W h a t is i t you say makes a prof i t for the Govern-
ment? 

M r . BELL. Wel l , the power operations of the Government , inc lud ing 
those at the T V A the Bonnevi l le Power Admin is t ra t ion , and others 
at least cover their costs. 

The CHAIRMAN. Does i t make a prof i t after pay ing the interest on 
the investment? 

M r . BELL. I t h ink , sir, tha t their rates b y and large are set and are 
directed to be set b y law to cover costs and not to re tu rn a prof i t i n 
the business sense. I th ink i t is legi t imate, therefore, to say tha t they 
do cover costs. 

The CHAIRMAN. I n the estimate of expenses do they include the 
interest on the amount of money the Federal Government has in-
vested? 

M r . BELL. Yes , t h e y do. 
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The CHAIRMAN. A n d you t h i nk there is prof i t there? 
M r . BELL. I t h i nk they cover costs. 
M r . CHAIRMAN. Does any money actual ly come back in to the 

General Treasury? 
M r . BELL. Y e s , s i r . 
The CHAIRMAN. HOW much? 
M r . BELL. I w i l l have to supply tha t for the record, i f I may , sir. 
The CHAIRMAN. W i l l you furn ish tha t for the record? 
[The mater ia l referred to was supplied by the Secretary of the 

Treasury and appears below.] 
Secretary DILLON. M r . Chai rman, I had t ime to remember two 

other operations of the Government wh ich operate at a pro f i t and 
which do re tu rn Government funds. One is, of course, the Federal 
Reserve System, wh ich pays a d iv idend to the Treasury every year. 
A n d the other one is the E x p o r t - I m p o r t Bank , wh ich pays fu l l interest 
on i ts money, and pays a d iv idend to the Government every year. 

The CHAIRMAN. W i l l you furn ish i t to the commit tee, and then 
pu t i t on a percentage basis, as to wha t we get back i n prof i t on 
annual expenditures? 

Secretary DILLON. The E x p o r t - I m p o r t B a n k has jus t increased 
their dividends to 3 % percent on capi tal wh ich was furnished to them 
b y the Government , so i t is approximate ly — — 

The CHAIRMAN. I t wou ld be interest ing to see what percentage of 
the expenditures of the Government come back in the way of prof i ts. 

Secretary DILLON. N o t very much. 
Senator WILLIAMS. W i t h your reports furn ish ing how much the 

income has been to the Government f r o m these respective organiza-
tions, wou ld you also furnish w i t h the same report the amount of 
money wh ich we have advanced on behalf of the Government either 
in loans or appropr iat ions to these same organizations, as wel l as our 
capi ta l investment? 

S e c r e t a r y DILLON. Y e s , s i r . 
(The in fo rmat ion requested fol lows:) 

Table 20 (annual repor t of the Secretary) shows payments of the Federal 
Reserve banks to the Treasury representing approx imate ly 90 percent of earnings 
for the years 1947 th rough 1961. 

TABLE 20.— Deposits by the Federal Reserve banks representing interest charges on 
Federal Reserve notes, fiscal years 1947—61 1 

Federal Reserve, 
bank 

1947-58 1959 1960 1961 Cumulative 
through 1961 

Boston - _ _ 
New York _____ 
Philadelphia _ _ 
Cleveland. 
Richmond 
Atlanta _ _ _ 
Chicago.. ___ 
St. Louis _ 
M i n n e a p o l i s , . _ _ 
Kansas Ci ty _. _ _ _ 
Dallas. _ _ _ _ _ _ 
San Francisco- _ 

Total 

$187, 510, 033. 25 
820,226,129. 42 
204,868,751.19 
292, 522,052. 77 
200,068,326. 88 
168, 242, 559. 80 
551, 568,328.56 
144.278,700.68 
82,769,046.27 

142,420,544.93 
119.104,394.17 
321,092,430.74 

$24, 791,243. 50 
130, 304, 518.13 
28,615,921.81 
43,026, 591.51 
31,271,236.00 
22,799,293.27 
90,095,997. 31 
18,039,401.46 
8, 572,250. 85 

20,631,083.19 
17, 338,035. 47 
55, 735,036.38 

$65,177,632.98 
271,042,719.10 
72, 840,095. 47 
90,521,189.66 
73,461,162.64 
51,754.685.08 

199,656,095. 46 
47,750,266.32 
26,147,203. 49 
45,065,009. 42 
37, 930,193. 44 

111, 761,165.15 

$41,194,897.08 
212,079,914.17 
45,886,308.09 
66, 597,471.42 
49.090.076.11 
39, 571,839.00 

139,200,110. 57 
29, 706,375.68 
16,489,015. 59 
32, 574, 465. 45 
29,729, 590.74 
86.009.391.12 

$318,673, 806.81 
1,433,653,310. 82 

352, 211,076. 56 
492,667, 305. 36 
353,890,801. 63 
282,368,377.15 
980, 520, 531. 90 
239,774,744.14 
133,977,516.20 
240,691,102.99 
204,102,213.82 
574,598,023.39 

Boston - _ _ 
New York _____ 
Philadelphia _ _ 
Cleveland. 
Richmond 
Atlanta _ _ _ 
Chicago.. ___ 
St. Louis _ 
M i n n e a p o l i s , . _ _ 
Kansas Ci ty _. _ _ _ 
Dallas. _ _ _ _ _ _ 
San Francisco- _ 

Total 3, 234, 671,298. 66 491,220,608.88 1,093,107,418.21 788,129,485.02 5, 607,128,810.77 

1 Pursuant to sec. 16 of the Federal Reserve Act, as amended (12 U.S.C. 414). Through 1959, consisted of 
approximately 90 percent of earnings of the Federal Reserve banks after payment of necessary expenses 
and statutory dividends, and after provisions for restoring the surplus of each bank to 100 percent of sub-
scribed capital where i t fell below that amount. Beginning in 1960, pursuant to a decision by the Board of 
Governors of the Federal Reserve System, consists of all net earnings after dividends and after provision 
for building up surplus to 100 percent of subscribed capital at those banks where surplus is below that 
amount, and also of the amounts by which surplus at the other banks exceeds subscribed capital. 
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18 DEBT CEILING 11 

Table 127 (annual repor t of the Secretary) shows interest, d iv idends, and o ther 
earnings of publ ic enterprises for the fiscal years 1960 and 1961. Previous annua l 
reports conta in s imi lar tables for each of the years covered. However , cumu la t i ve 
figures are no t immed ia te ly avai lable. 

TABLE 127.—Dividends, interest, and similar earnings received by the Treasury f rom 
Government corporations and certain other business-type activities, fiscal years 
1960 and 1961 

Agency and nature of earnings 
Amounts 

1960 

Atomic Energy Commission, defense production guarantees, earnings 
C iv i l Service Commission, investigations, earnings 
Commerce Department: 

Defense production guarantees, earnings 
National Bureau of Standards, working capital fund, earnings 
Mari t ime Administration, Federal ship mortgage insurance fund, 

interest on borrowings 
Commodity Credit Corporation: 

Interest on capital stock 
Interest on borrowings 

Defense Department: 
A rmy Department, defense housing, profits 
Navy Department, defense housing, profits 
Air Force Department, industrial fund, earnings 

Export-Import Bank of Washington: 
Regular activities: 

Dividends 
Interest on borrowings 

Liquidat ion of certain Reconstruction Finance Corporation assets: 
Earnings 
Interest on borrowings 

Farm Credit Administration: 
Banks for cooperatives, franchise tax 
Federal Farm Mortgage Corporation, dividends 
Federal intermediate credit banks, franchise tax 

Farmers' Home Administration: 
Loan programs, interest on borrowings 
Farm tenant mortgage insurance fund, interest on borrowings 

Federal National Mortgage Association: 
Management and l iquidating functions, interest on borrowings 
Secondary market operations: 

Dividends 
Interest on borrowings 

Special assistance functions, interest on borrowings 
Federal Prison Industries, Inc., earnings 
General Services Administration: 

General supply fund, earnings 
Buildings management fund, earnings 
Working capital fund, earnings 

Government Print ing Office, earnings 
Health, Education, and Welfare Department, Social Security Adminis-

tration, operating fund, Bureau of Federal Credit Unions, interest 
Housing and Home Finance Administrator: 

College housing loans, interest on borrowings 
Public facility loans, interest on borrowings 
Urban renewal fund, interest on borrowings 

Interior Department: 
Bureau of Reclamation: 

Colorado River Dam fund, Boulder Canyon project, interest 
Upper Colorado River Basin fund, earnings 

Virgin Islands Corporation: 
Interest on appropriations and paid-in capital 
Interest on borrowings 

International Cooperation Administration, interest on borrowings 
Panama Canal Company, interest on net direct investment of the Gov-

ernment 
Public Housing Administration, low rent public housing program fund, 

interest on borrowings 
Rural Electrification Administration, interest on borrowings-

$7,249.08 

5, 882. 95 
247, 908.11 

73,881. 91 

2,875,000.00 
461, 910,614.03 

450,000.00 
150, 000.00 

11,612,643. 09 

22,500, 000. 00 
45,385,192. 80 

337,149.76 

1, 789,849. 71 
1, 700,000.00 
1,695,489. 99 

8, 763,363. 74 
1,307, 791. 78 

29, 510, 768.86 

2, 472, 500. 00 
5,396, 520. 38 

41,238,875. 74 
3,000,000.00 

2,531,995. 68 
1, 099, 824.13 

10,471. 72 
4, 351,127. 20 

33. 90 

14,404, 921. 73 
967,401.28 

2, 514, 407.17 

3,071,872.90 
31,812.10 

108.89 
20,695,856.12 

9,422, 781.44 

1,331,801.53 
60,356, 546. 06 
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DEBT CEILING 11 

TABLE 127.—Dividends, interest, and similar earnings received by the Treasury from 
Government corporations and certain other business-type activities, fiscal years 
1960 and 1961—Continued 

Agency and nature of earnings 

1961 

Saint Lawrence Seaway Development Corporation, interest on borrow-
ings. . 

Secretary of tbe Treasury (Federal C iv i l Defense Act of 1950, as amended), 
interest on borrowings 

Small Business Administ rat ion, interest on appropriations 
Tennessee Valley Au thor i t y , earnings 
U.S. Informat ion Agency, informational media guaranty fund, interest on 

borrowings 
Veterans' Administ rat ion: 

Canteen service revolving fund, profits 
Rental, maintenance, and repair of quarters, profits 
Supply fund, earnings 
Veterans' direct loan program, interest on borrowings 

Defense Production Act of 1950, as amended: 
Expor t - Impor t Bank of Washington, interest on borrowings 
General Services Administ rat ion, interest on borrowings 
Secretary of Agriculture, interest on borrowings 
Secretarv of the Interior (Defense Minerals Explorat ion Administra-

tion) , interest on borrowings 
Secretary of the Treasury, interest on borrowings 

$2,504,920. 56 

24,153.26 
6,657,359.38 

413,784.00 

$465,444,00 
27, 000. 00 

23,028.174.13 

631,972. 57 
24,611. 656. 46 
4, 948,175. 85 

383,334. 08 
4, 202, 448. 94 

$2,000,000.00 
25,293. 04 

15,238,423.13 
41,432,397.60 

1,064, 720.00 

$41,191.00 
10,000.00 

126,973.47 
31,990,233.05 

509, 787.11 
781, 250. 01 

6,942. 57 

4, 812, 608. 02 

Total-. 831,120,067.01 818, 350,357. 92 

Table 2 (Treasury Bu l le t in ) "Pub l i c enterprise revo lv ing f unds " shows the net 
investment i n each enterprise and the accumulated net income or deficit f r o m 
incept ion. The net investment section of these tables also show advances in the 
f o r m of loans or appropr iat ions. The figures are net of repayment of capi ta l as 
we l l as payments of d iv idends and other earnings to the Treasury f r o m incept ion. 

Inc luded i n these tables are such enterprises as the Post Office Depar tment , 
C o m m o d i t y Credi t Corporat ion, and others engaged i n nonprof i t programs. 

The fo l lowing enterprises each repor t accumulated net earnings (as of 
December 31, 1961) i n excess of $20 mi l l ion . 

In thousands 
Agency for In te rna t iona l Deve lopment : Development L o a n F u n d 

l i qu ida t ion account $31, 372 
Commerce Depar tmen t , M a r i t i m e Admin i s t ra t i on : Vessel operations 

revo lv ing f u n d 22, 241 
Defense Depa r tmen t : Interservice act iv i t ies, Wher ry Ac t Hous ing 143, 724 
Hous ing and Home Finance Agency: 

Federal Na t i ona l Mor tgage Associat ion: 
Special assistance funct ions 59, 283 
Management and l i qu ida t ing programs 138, 277 

Federal Hous ing Admin i s t ra t i on 1, 043, 721 
Veterans' Admin i s t ra t i on : 

L o a n guarantee revo lv ing f u n d 88, 833 
Veterans' special t e r m insurance f u n d 58, 461 

E x p o r t - I m p o r t Bank of Washington 728, 710 
Federal Savings and L o a n Insurance Corpora t ion 440, 887 
Panama Canal Company 127, 777 
Tennessee Val ley A u t h o r i t y 353, 659 
Other act iv i t ies: Bonnevi l le Power Admin i s t ra t i on 22, 009 
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SEC. I .—STATEMENTS OF F I N A N C I A L CONDITION 

T A B L E 2.—Public enterprise revolving funds, Dec. 31, 1961 
[ In thousands of dollars] 

Account Total 

Agency for International Development1 Agriculture Department 

Account Total 
Development 

loans 

Development 
loan fund 

liquidation 
account 

Foreign 
investment 
guaranty 

fund 

Commodity 
Credit 

Corporation 

Federal 
Crop 

Insurance 
Corporation 2 

Farmers 
Home Ad-

ministration, 
direct loan 
account3 

ASSETS 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

14,496 
14,781 

112 
54,433 

25,452 
196,753 Fund balances wi th the U.S. Treasury 4 

Investments: 
Public debt securities (par value) 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

1,304,848 1,094,074 8,107 
14,496 
14,781 

112 
54,433 

25,452 
196,753 

Securities of Government enterprises 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

Unamortized premium or discount (—) 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

Other securities 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

Advances to contractors and agents: 
Government agencies 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

Other 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

Accounts and notes receivable: 
Government agencies 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

835, 774 
129,697 

5,249,046 
-1,480,675 

(*) 
2,428 Other (net) _ -

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

835, 774 
129,697 

5,249,046 
-1,480,675 

(*) 
2,428 19 

Inventories 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

835, 774 
129,697 

5,249,046 
-1,480,675 

(*) 
2,428 19 

Allowance for losses (—) 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

835, 774 
129,697 

5,249,046 
-1,480,675 

Accrued interest receivable: 
On public debt securities 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

835, 774 
129,697 

5,249,046 
-1,480,675 

On securities of Government enterprises 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

Other - -- -

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

2,343 6,221 1,228 19,513 
Loans receivable: 

Government agencies 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

2,343 6,221 1,228 19,513 

Other: 
U S dollar loans 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

201,392 5 2,506,479 767,040 
Foreign currency loans 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

201,392 
493,225 

5 2,506,479 767,040 

Allowance for losses (—) 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

493,225 
-174, 734 -78,006 

452 
96 

Acquired security or collateral (net) 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

-174, 734 -78,006 
452 
96 Land structures and equipment 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

245,569 
-133, 563 

464 
-245 

-78,006 
452 
96 

Accumulated depreciation (—) 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

245,569 
-133, 563 

464 
-245 

-78,006 
452 
96 

Foreign currencies 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 

245,569 
-133, 563 

464 
-245 

Other assets (net) 

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 665,245 568 

Total assets - -

199,256 
5,281,883 

1,251,744 
136,279 

-11,501 
191,835 

4,980 
5,236 

908,816 
257,330 

6,802, 779 
-1,482,222 

7,520 
1,868 

120,158 

254,050 

14,724,163 
493,225 

-363,413 
602,164 

5,692,104 
-1,450,153 

2,754 
1,263,385 665,245 568 

Total assets - - 6 34,894,238 1, 508, 583 1, 593,519 8,107 7,873,343 57,192 931,889 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from— 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies. 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States 

Other liabilities (including reserves) 

Total liabilities 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock 
Borrowings from the U.S. Treasury 
Other 

Non-interest-bearing investment: 
Capital stock 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—) 

Total U.S. interest 

Total liabilities and investment. 

ANALYSIS OF U.S. INVESTMENT 
U.S. investment 
Accumulated net income, or deficit (—)--

U.S. investment including interagency items 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

U.S. investment excluding interagency items 

See footnotes at end of table, p. 44. CO 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

(*) 
(*) 

1,921 
65,823 

2,633 
115,278 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

(*) 
(*) 

1,921 
65,823 

2,633 
115,278 

3,818 13 
102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

(*) 
(*) 

1,921 
65,823 

2,633 
115,278 

3,818 13 
102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

1,921 
65,823 

2,633 
115,278 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

1,921 
65,823 

2,633 
115,278 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

27 172,946 
72,015 

134 
4 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

27 172,946 
72,015 

134 
4 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

172,946 
72,015 

134 
4 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 8 11 5 1,709,766 998 

102,789 
451,345 

269,054 
127,708 

756 
828 

179,845 
141,637 

118,810 

191, 550 
100,028 

2, 543,451 8 11 5 1,709,766 998 

4,227,801 (0 35 11 2,140,381 4,954 13 

100,000 
22,706,115 

953, 405 

1,056,000 
10, 608,830 
1,132, 288 
1, 559,180 

- 7 , 449, 379 

100,000 
11,952,000 

4,954 

100,000 
22,706,115 

953, 405 

1,056,000 
10, 608,830 
1,132, 288 
1, 559,180 

- 7 , 449, 379 

100,000 
11,952,000 471,960 

100,000 
22,706,115 

953, 405 

1,056,000 
10, 608,830 
1,132, 288 
1, 559,180 

- 7 , 449, 379 

100,000 
11,952,000 471,960 

100,000 
22,706,115 

953, 405 

1,056,000 
10, 608,830 
1,132, 288 
1, 559,180 

- 7 , 449, 379 

40,000 
83, 216 

219 
-387 

-70,810 

100,000 
22,706,115 

953, 405 

1,056,000 
10, 608,830 
1,132, 288 
1, 559,180 

- 7 , 449, 379 

1,112, 500 1, 562,112 
40,000 
83, 216 

219 
-387 

-70,810 

100,000 
22,706,115 

953, 405 

1,056,000 
10, 608,830 
1,132, 288 
1, 559,180 

- 7 , 449, 379 

1,112, 500 1, 562,112 
40,000 
83, 216 

219 
-387 

-70,810 

456,079 

100,000 
22,706,115 

953, 405 

1,056,000 
10, 608,830 
1,132, 288 
1, 559,180 

- 7 , 449, 379 
395, 264 

819 

40,000 
83, 216 

219 
-387 

-70,810 

456,079 

100,000 
22,706,115 

953, 405 

1,056,000 
10, 608,830 
1,132, 288 
1, 559,180 

- 7 , 449, 379 
395, 264 

819 31,372 8,096 - 6 , 319,038 

40,000 
83, 216 

219 
-387 

-70,810 3. 838 

30,666,437 1, 508,583 1, 593, 484 8,096 5,732,962 52,238 931,876 

34,894, 238 1, 508, 583 1, 593, 519 8,107 7,873,343 57,192 931,889 

38,115,817 
- 7 , 449, 379 

1,507, 764 
819 

1.562,112 
31, 372 

12,052,000 
- 6 , 319,038 

123,048 
-70,810 

928,038 
3,838 

38,115,817 
- 7 , 449, 379 

1,507, 764 
819 

1.562,112 
31, 372 8,096 

12,052,000 
- 6 , 319,038 

123,048 
-70,810 

928,038 
3,838 

30, 666, 437 

-1,305,992 
671, 254 

1, 508, 583 1, 593, 484 8,096 5, 732, 962 

-835,774 
177, 499 

52,238 

(*) 
131 

931,876 30, 666, 437 

-1,305,992 
671, 254 27 

5, 732, 962 

-835,774 
177, 499 

52,238 

(*) 
131 

30, 666, 437 

-1,305,992 
671, 254 27 

5, 732, 962 

-835,774 
177, 499 

52,238 

(*) 
131 

30,031,699 1, 508, 583 1, 593, 511 8. 096 5,074, 687 52,371 931,876 

a 
w 
^ 
o 

3 o 

tsS 
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TABLE 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[ In thousands of dollars] 

Account 

Agriculture Department—Continued 

Farmers' Home Adminis-
tration—Continued 

Emergency 
credit 

revolving 
fund 

Agricultural 
credit 

insurance 
fund 

Expansion 
of defense 
production 

Commerce Department 

Aviation 
war risk 

insurance 
revolving 

fund 

Inland 
Waterways 
Corporation 

Marit ime Administration 

Federal ship 
mortgage 
insurance 

fund 

Vessel 
operations 
revolving 

fund 

ASSETS 

Cash in banks, on hand, and in transit 
Fund balances wi th the U.S. Treasury4 

Investments: 
Public debt securities (par value) 
Securities of Government enterprises 
Unamortized premium, or discount (—).. 
Other securities 

Advances to contractors and agents: 
Government agencies 
Other 

Accounts and notes receivable: 
Government agencies 
Other (net) 

Inventories 
Allowance for losses (—) 

Accrued interest receivable: 
On public debt securities 
On securities of Government enterprises.. 
Other 

Loans receivable: 
Government agencies 
Other: 

U.S. dollar loans 
Foreign currency loans 
Allowance for losses (—) 

Acquired security or collateral (net) 
Land, structures, and equipment 

Accumulated depreciation (—) 
Foreign currencies 
Other assets (net) 

2,346 
85, 714 2,170 8, 715 5,140 11.273 

& 

t& 

O a 

274 726 

61 G 
o 602 

1,593 
4,295 

2,380 341 100 37 
3,500 

46,345 29,623 5,001 3,470 
-14,701 

30 145 
4,502 

Total.. 122,597 36,599 13,816 12,475 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from: 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States.. 

Other liabilities (including reserves) 

Total liabilities.. 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock 
Borrowings from the U.S. Treasury 
Other 

Non-interest-bearing investment : 
Capital stock 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—)_ 

Total U.S. interest 

Total liabilities and investment. 

ANALYSIS OF U.S. INVESTMENT 
U.S. investment 
Accumulated net income, or deficit (—) 

U.S. investment including interagency items. 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

U.S. investment excluding interagency items. 

11 
171 

182 

205,494 
364 

-83,443 

122,415 

122, 597 

205, 858 
-83, 443 

122,415 

122,425 

23,170 

1,000 

9," 841 

34, 011 

36, 599 

24,170 
9, 841 

34,011 

34, 011 

7,250 

64, 578 

-71,827 

— 7,2r0 

64, 578 
-71,827 

-7 ,2 ;0 

~~~7~2f0" 

15,000 

"12,"298 

-13, 530 

13,768 

13, 816 

27,298 
-13, 530 

13,768 

13, 769 

6, 723 

? 6,723 

5,752 

5,752 

12,475 

5,752 

5,752 

5,752 

170 
345 

181 

722 

-625 
22,241 

« a 
w 
H3 

Q M 

O 

21,617 

24,339 

-625 
22,241 

21,617 

-4,102 
187 

17,702 

to 
CO See footnotes at end of table, p. 44. CO 
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T A B L E 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[In thousands of dollars] 

Account 

Commerce 
Depart-

ment—con. 

Marit ime 
Administra-
tion—con. 

War risk in-
surance re-

volving fund 

Defense Department 

Interservice 
activities 

Wherry Act 
housing 

Air Force 
Department 

Defense 
production 
guarantees 

Army Department 

Defense 
housing 

Defense 
production 
guarantees 

Navy Department 

Defense 
housing 

Defense 
production 
guarantees 

ASSETS 

Cash in b inks, on hand, and in transit 
Fund bal mces wi th the U.S. Treasury 4-_ — 
Investments: 

Public debt securities (par value) 
Securities of Government enterprises 
Unamortized premium, or discount (—)_ 
Other securities 

Advances to contractors and agents: 
Government agencies 
Other 

Accounts and notes receivable: 
Government agencies 
Other (net) 

Inventories 
Allowance for losses (—) 

Accrued interest receivable: 
On public debt securities 
On secirities of Government enterprises-
Other 

Loans receivable: 
Government agencies 
Other: 

U.S. dollar loans 
Foreign currency loans 
Allowance for losses (—) 

Acquired security or coll ateral (net) 
Land, structures, and equipment 

Accumulated depreciation (—) 
Foreign currencies 
Other assets (net) 

2, 592 113,865 10,127 87 2,991 475 « 
a 
w 
H 
O 
M 
P 
5-o 

5, 480 

2, 452 1,667 

772, 288 

Total assets. 2, 643 891, 634 13, 953 5, 444 475 10,460 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from: 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States.. 

Other liabilities (including reserves) 

Total liabilities.. 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock _ 
Borrowings from the U.S. Treasury 
Other 

Noninterest-bearing investment: 
Capital stock 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—). 

Total U.S. interest 

Total liabilities and investment.. 

ANALYSIS OF U.S. INVESTMENT 
U.S. investment.. 
Accumulated net income, or deficit (—)_ 

U.S. investment including interagency items. 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

U.S. investment excluding interagency items. 

718 

(*) 

2,639 

2,643 

500,191 

500,910 

247,000 

143, 724 

390, 724 

891,634 

247,000 
143,724 

>0,724 

390,724 

13,953 

13, 953 

13,953 

13,953 

47 

~87~ 

47 5,444 

13,953 47 5,444 

13,953 87 5,444 

475 

475 

475 

475 

475 

475 

10,460 

10,460 

« H 
W 
H 
Q M 

3 O 
10, 460 

10,460 

10,460 

10,460 

to 
-Oi See footnotes at end of table, p. 44. CO 
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T A B L E 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[ In thousands of dollars] 

Account 

Defense Department—Con. Department of Heal th, 
Educat ion, and Welfare 

Inter ior Department 

Account 
Navy De-

p a r t m e n t -
Cont inued--

Laundry 
service, 
Naval 

Academy 

Office of 
C i v i l De-

fense—Civil 
defense pro-

curement 
fund 

Publ ic Heal th 
Serv ice-

Operation of 
commissaries, 

narcotic 
hospitals 

Social Secu-
r i t y Admin -
i s t r a t i o n -
Bureau of 

Federal 
Credit 
Unions 

Bureau of Ind ian Affairs Office of 
Terr i tor ie s— 

Loans to 
private 
trading 

enterprises 

Account 
Navy De-

p a r t m e n t -
Cont inued--

Laundry 
service, 
Naval 

Academy 

Office of 
C i v i l De-

fense—Civil 
defense pro-

curement 
fund 

Publ ic Heal th 
Serv ice-

Operation of 
commissaries, 

narcotic 
hospitals 

Social Secu-
r i t y Admin -
i s t r a t i o n -
Bureau of 

Federal 
Credit 
Unions 

Revolving 
fund for 

loans 

L iqu idat ion 
of l loonah 

housing 
project 

Office of 
Terr i tor ie s— 

Loans to 
private 
trading 

enterprises 

ASSETS 

Dash in banks, on hand, and in transit 37 
904 Fund balances w i t h the U.S. Treasury 4 „ - 75 1,469 41 
37 

904 8,427 110 223 
Investments: 

Publ ic debt securities (par value) __ 

75 1,469 41 
37 

904 8,427 110 223 

Securities of Government enterprises 
Unamortized premium, or discount (—) -
Other securities . _ _ . __ _ . . . . . . 

Advances to contractors and agents: 
Government agencies - - - - . _ . _ 14 
Other -- -- -

14 
12 

Accounts and notes receivable: 
Government agencies _ _ _ _ _ 13 

6 
5 

7 
11 

12 

Other (net) -
13 
6 
5 

7 
11 18 

20 
780 

Inventories - - _ _ _ _ _ _ 

13 
6 
5 

7 
11 18 

20 
780 

Allowance for losses (—) _ 

13 
6 
5 

18 
20 

Accrued interest receivable: 
On publ ic debt securities. _ _ _ 
On securities of Government enterprises _ _ 
Other _ 

Loans receivable: 
Government agencies 
Other: 

U.S. dollar loans . . . 10,296 174 130 
Foreign currency loans __ - . 

10,296 174 130 

Allowance for losses (—) -3,167 
Acquired security or collateral (net) _ _ . . . . . _ _ _ 

-3,167 

Land, structure, and equipment _ . . . . . . 327 
-170 

26 
- 2 0 

267 
—129 Accumulated depreciation (—) -

327 
-170 

26 
- 2 0 

267 
—129 

Foreign currencies . 

327 
-170 

26 
- 2 0 

267 
—129 

Other assets (net) 11 2 

Tota l assets 1 

11 2 

Tota l assets 1 267 1,501 88 1,870 15,556 284 353 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from— 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States.. 

Other liabilities (including reserves) 

Total liabilities. 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock 
Borrowings from the U.S Treasury 
Other 

Non-interest-bearing investment: 
Capital stock 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—). 

Total U.S. interest 

Total liabilities and investment 

ANALYSIS OF U.S. INVESTMENT 
U.S. investment.. 
Accumulated net income, or deficit (—)_ 

U.S. investment including interagency items. 
Interagency items: 

Due from Government agencies (—) 
Due to Go vernment agencies 

U.S. investment excluding interagency items. 

213 

213 

0) 

1,500 

1, 500 

1, 500 

- 2 1 

1, 479 

217 

163 

335 

761 

1,108 

1,110 

1,870 

2 
1,108 

1,110 

17, 799 

2, 770 
-5 , 013 

15, 556 

15, 556 

20, 569 
-5,013 

15, 556 

15, 556 

240 
44 

240 
44 

284 

284 

333 

« 
M W 
h3 
O H 
i—i F M 
3 

353 

353 

353 

353 

to 
See footnotes at end of table, p. 44. CO 
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T A B L E 2.—Public enterprise revolving funds, Dec. 31, 1961—Continued 
[ In thousands of dollars] 

Interior Department—Continued 

Account 
Alaska Bail-

road— Alaska 
Railroad 
revolving 

fund 

Bureau of 
M i n e s -

Development 
and operation 

of helium 
properties 

Bureau of Commercial 
Fisheries 

Federal ship 
mortgage 
insurance 

fund, fishing 
vessels 

Fisheries 
loan fund 

Bureau of Reclamation 

Fund for 
emergency 
expenses, 
Fort Peck 

project, 
Montana 

Upper Colo-
rado River 
Basin fund 

Virgin 
Islands 

Corporation 

Cash in banks, on hand, and in transit 
Fund balances wi th the U.S. Treasury * 
Investments: 

Public debt securities (par value) 
Securities of Government enterprises 
Unamortized premium, or discount (—)---
Other securities 

Advances to contractors and agents: 
Government agencies 
Other 

Accounts and notes receivable: 
Government agencies 
Other (net) 

Inventories 
Allowance for losses (—) 

Accrued interest receivable: 
On public debt securities 
On securities of Government enterprises... 
Other 

Loans receivable: 
Government agencies 
Other: 

U.S. dollar loans 
Foreign currency loans 

Allowance for losses (—) 
Acquired security or collateral (net) 
Land, structures, and equipment 

Accumulated depreciation (—) 
Foreign currencies 
Other assets (net) 

8,022 7,426 5,371 2,152 

947 
743 

I, 442 

1,070 
84 

1,053 
35 

7,472 

133,362 
-22,798 

42,937 
-14,459 

- 1 6 6 
15 
3 16, 914 

-711 

1, 734 8, 748 185 

Total assets. 125,451 46,860 12,836 18,695 

74,156 

131 
21 

326 

33,393 
-3,802 

221, 770 

326, 009 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from— 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States.. 

Other liabilities (including reserves) 

Total liabilities.. 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock 
Borrowings from the U.S. Treasury 
Other 

Non-interest-bearing investment: 
Capital stock.. 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—). 

Total U.S. interest. 

Total liabilities and investment 

ANALYSIS OF U.S. INVESTMENT 
U.S. investment 
Accumulated net income, or deficit (—) 

U.S. investment including interagency items. 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

U.S. Investment excluding interagency items.. 

49 
245 

1 
505 

300 
61 

733 

1,895 

167, 285 
18,886 

-63. 764 
1,148 

123,556 

125, 451 

122, 407 
1,148 

123, 556 

-947 
350 

122, 959 

781 

756 
224 

288 

440 

2,547 

42,100 

76 

"2," 138* 

44,313 

46,860 

42,175 
2,138 

44,313 

-1,070 
1,093 

44,336 

13,000 

-182 

12,818 

12,836 

13,000 
- 1 8 2 

12,818 

- 2 
2 

12,819 

65 

1,793 
1,586 
2,067 

13,184 

18, 630 

18, 695 

5,446 
13,184 

18, 630 

- 5 2 
2 

18, 580 

436 
6,628 

5, 379 

12,447 

302, 457 
11,162 

313,563 

326,009 

313,560 
2 

313,563 

-131 

313,868 

197 
377 

17 
106 

116 

944 
9,895 

855 

w 

Ct 

I 
-464 

11,230 

12,145 

11, 694 
-464 

11,230 

-138 
222 

11,315 

to 
CO See footnotes at end of table, p. 44. 
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TABLE 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[In thousands of dollars] 

Account 

Interior De-
p irtment— 
continued 

Labor Department 
Post Office 

Department 

Treasury Department 

Account 

Interior De-
p irtment— 
continued Bureau of Employment 

Security 

Post Office 
Department 

Office of the Secretary 

Account 

Exp msion 
of defense 

production 

Advances to 
employment 

security 
administra-

tive account, 
unemploy-
ment trust 

fund 

Farm labor 
supply 

revolving 
fund 

Postal fund 8 RFC liqui-
dation fund 

Federal Farm 
Mortgaee 

Corporation 
liquidation 

fund 

Civ i l defense 
loans 

ASSETS 

Cash in banks on hand and in transit 26 
2,095 

136,280 
74S,153 Fund balances wi th the U.S. Treasury i 

Investments: 
Public debt securities (par value) -

200 40,360 
26 

2,095 
136,280 
74S,153 481 210 4 

Securities of Government enterDrises 
Unamortized premium or discount (—) 
Other securities 

Advances to contractors and agents: 
Government agencies 4,909 

4,933 

32,957 
35, 739 
6, 974 

Other -
4,909 
4,933 

32,957 
35, 739 
6, 974 

12 

Accounts and notes receivable: 
Government agencies - _ 

4,909 
4,933 

32,957 
35, 739 
6, 974 

12 

(*) 
(*) Other (net) -- - - - 8 

102 

4,909 
4,933 

32,957 
35, 739 
6, 974 

1 
(*) 
(*) 

Inventories - -- - -
8 

102 

4,909 
4,933 

32,957 
35, 739 
6, 974 

1 
(*) 
(*) 

Allowance for losses (—) 

8 
102 

4,909 
4,933 

32,957 
35, 739 
6, 974 

Accrued interest receivable: 
On public debt securities 
On securities of Government enterprises - . -
Other - -- - 1,969 

250, 550 

138 2 
Loans receivable: 

Government agencies -- -

1,969 

250, 550 

138 2 

Other: 
U S dollar loans _ _ _ 12,692 

1,969 

250, 550 

8, 696 1,525 708 
Foreign currency loans -- - -

12,692 8, 696 1,525 708 

Allowance for losses (—) - -- . -10, 640 -2,150 
161 Acquired security or collateral (net) _ _ 

-10, 640 -2,150 
161 

I and structures and equioment 529 
-162 

» 1,057, 751 
-439,653 

-2,150 
161 

Accumulated depreciation (—)- ___ 
529 

-162 
» 1,057, 751 

-439,653 
Forei°n currencies _ 

529 
-162 

» 1,057, 751 
-439,653 

Other assets (net) _ 235 

Total assets — -

235 

Total assets — - 2,252 292,879 2,833 1, 588,094 7,339 1,735 714 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from: 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States.. 

Other liabilities (including reserves). 

Total liabilities. 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock 
Borrowings from the U.S. Treasury 
Other 

Non-interest-bearing investment: 
Capital stock 
Appropriations 
Capitalization of assets (net) 
Otter 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—). 

Total U.S. interest 

Total liabilities and investment 

ANALYSIS OF V.S. INVESTMENT 
U,S. investment.. 
Accumulated net income, or deficit (—)-

U.S. investment including interagency items. 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

U.S. investment excluding interagency items. 

2,150 

2,151 

31,000 

-30, 899 

2,252 

31,000 
-30,899 

101 

2,151 

288,000 

4,879 

292, 879 

292,879 

288,000 
4,879 

292,879 

-250, 550 

42,329 

26 

" lU 

120 

382 

2, 451 

2,833 

1,965 

2,451 

2, 451 

75, 531 
208. 635 

53. 519 

io 337, 685 

1, 636,203 
-385, 793 

1,250, 410 

1, 588,094 

1, 630,203 
-385, 793 

1, 250, 410 

-37, 866 
75, 531 

1,288, 074 

(*) 
13 

i i 7,240 

7,240 

7, 339 

7,240 

7,240 

13 

7, 253 

38 

171 

210 

1, 525 

1, 735 

1, 525 

1, 525 

1, 525 

330 

a 
M-w 
H 

o a 

3 
o 

384 

714 

~714 

330 
384 

714 

714 

OO 
See footnotes at end of table, p. 44. 
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TABLE 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[ In thousands of dollars] 

Account 

Treasury Department—Continued 

Bureau of 
Accounts— 

Fund for 
payment of 

Government 
losses in 

shipment 

Office of the 
Treasurer— 
Treasurer of 
the United 

States, check 
forgery 

insurance 
fund 

Expansion 
of defense 
production 

General Services Administration 

Abaca fiber 
program 

Reconstruc-
tion Finance 
Corporation 
liquidation 

fund 

Expansion 
of defense 
production 

Defense 
production 
guaranties 

ASSETS 

Cash in banks, on hand, and in transit 
Fund balances wi th the U.S. Treasury 4 

Investments: 
Public debt securities (par value) 
Securities of Government enterprises 
Unamortized premium, or discount (—)-
Other securities 

Advances to contractors and agents: 
Government agencies 
Other 

Accounts and notes receivable: 
Government agencies 
Other (net) 

Inventories 
Allowance for losses (—) 

Accrued interest receivable: 
On public debt securities 
On securities of Government enterprises. 
Other 

Loans receivable: 
Government agencies 
Other: 

U.S. dollar loans 
Foreign currency loans 

Allowance for losses (—) 
Acquired security or collateral (net) 
Land, structures, and equipment 

Accumulated depreciation (—) 
Foreign currencies 
Other assets (net) 

27 52 1,075 
78 

18,249 

37 
6 

3, 505 

5 
2 

942 
2,026 

1,479,192 

1,955 35 

126,454 
-13,950 

150 

558 
-558" 
1, 961 

-1,372 
4,880 

-2, 763 
15,547 

Total assets. 27 39 114,676 5,211 1,518,159 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from: 
Government agencies--. 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States.. 

Other liabilities (including reserves) 

. 95 
349 

147,234 

Total liabilities.. 

43 (*) 

109 

147, 787 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock-.. 
Borrowings from the U.S. Treasury 
Other 

Noninterest-bearing investment : 
Capital stock. 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—)_ 

97, 500 1, 774. 700 

242 
-1, 017 17,094 

11, 216 
-11,117 

i i 5,210 

515 

"-404,""843" 

Total U.S. interest 

Total liabilities and investment 

ANALYSIS OF U.S. INVESTMENT 

27 114, 594 99 5,210 1,370,372 

39 114,676 99 5, 211 1, 518,159 

U.S. investment.. 
Accumulated net income, or deficit (—) 

U.S. investment including interagency items. 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

1,044 
-1,017 

97, 500 
17,094 

11,216 
-11,117 

5,210 1, 775,215 
-404,843 

39 114, 594 

- 1 1 
1 

5,210 1,370,372 

-947 
147,329 

U.S. investment excluding interagency items. 27 39 114,584 5,204 1, 516, 754 

See footnotes at end of table, p. 44. CO 
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TABLE 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[ In thousands of dollars] 

o5 

Housing and Home Finance Agency 

Account 
Office of the Administrator 

College hous-
ing loans 

Public facil-
i t y loans 

Public works 
planning 

fund 

Liquidating 
programs 

Urban re-
newal fund 

Community 
disposal oper-

ations fund 

Housing for 
the elderly 

Cash in banks, on hand, and in transit 
Fund balances wi th the U.S. Treasury * 
Investments: 

Public debt securities (par value) 
Securities of Government enterprises 
Unamortized premium, or discount (—).. 
Other securities 

Advance to contractors and agents: 
Government agencies 
Other 

Accounts and notes receivable: 
Government agencies 
Other (net) 

Inventories 
Allowance for losses (—) 

Accrued interest receivable: 
On public debt securities 
On securities of Government enterprises.. 
Other 

Loans receivable: 
Government agencies 
Other: 

U.S. dollar loans 
Foreign currency loans 
Allowance for losses (—) 

Acquired security or collateral (net) 
Land, structures, and equipment 

Accumulated depreciation (—) 
Foreign currencies 
Other assets (net) 

43,215 4.407 23.418 5,124 251, 296 2,035 78. 285 

151 29 
24 

378 (0 

a 
H 
w 

a 
H 

O 

902 881 2, 757 

1.054. 473 

—1,326 

61, 670 

-1,181" 

20. I l l 101. 505 i2 4.079 

- 4 . 208 
1.377 
5, 398 

-5.189 

13.176 3.174 

Total assets . 1.104,340 65.827 36,597 27.075 355, 626 6.119 79.771 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from: 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranteed by the United States. 
Not guaranteed by the United States-

Other liabilities (including reserves) 

Total liabilities 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock 
Borrowings from the U.S. Treasury 
Other 

Non-interest-bearing investment: 
Capital stosk 
Appropriations. 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—). 

Total U.S. interest 

Total liabilities and investment 

ANALYSIS OF U.S. INVESTMENT 
U.S. investment 
Accumulated net income, or deficit (—) 

U.S. investment including interagency items. 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

U.S. investment excluding interagency items. 

1,126 
3 

13,428 

2,365 

16,922 

1,089,725 

-2,307 

1,087,418 

1,104,340 

1,089, 725 
-2,307 

1,087,418 

14, 554 

1,101, 972 

430 
1 

1,057 

232 

1,720 

66,727 

- 2 , 620 

64,108 

65,827 

66, 727 
-2.620 

64,108 

1, 487 

65,595 

43,000 

-6,403 

36, 597 

36,597 

43,000 
-6,403 

36,597 

36,597 

105 
32 

42 

223 

1,332, 234 
277,156 

-388,693 
-1,193,844 

26,853 

27,075 

1, 220,697 
-1,193,844 

26,853 

-24 
105 

26,933 

909 

1,706 

6,874 

59 

7 9,547 

200,000 

664, 500 

-518,421 

346,079 

355,626 

864, 500 
-518,421 

346,079 

2,614 

348,693 

70 

124 

194 

59,932 
-55,000 

5,926 

6,119 

4,932 
993 

5,926 

70 

5,995 

227 

80,000 

m 

o H 

O 

79,544 

79,771 

80,000 
-456 

79,544 

79, 771 

CO 
Ot See footnotes at end of table, p. 44. 
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T A B L E 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[ In thousands of dollars] 

CO 
o 

Account 

Housing and Home Finance Agency—continued Veterans' Administration 

Account 

Federal National 
Mortgage Association 

Federal 
Housing 
Adminis-

tration 

Public 
Housing 
Adminis -

tration 

Canteen 
service 

revolving 
fund 

Direct loans 
to veterans 

and 
R eserves 

Loan 
guarantee 
revolving 

fund 

Account 

Special 
assistance 
functions 

Manage-
ment and 

liquidating 
functions 

Federal 
Housing 
Adminis-

tration 

Public 
Housing 
Adminis -

tration 

Canteen 
service 

revolving 
fund 

Direct loans 
to veterans 

and 
R eserves 

Loan 
guarantee 
revolving 

fund 

ASSETS 

615 
6,172 

4, 545 
60,890 

752, 964 
6, 493 

- 8 , 994 
463 

1 
148, 652 

3,486 
2, 579 

230 
260,741 

116 
16,195 Fund balances wi th the U.S. Treasury 4. - __ _ 338 

615 
6,172 

4, 545 
60,890 

752, 964 
6, 493 

- 8 , 994 
463 

1 
148, 652 

3,486 
2, 579 

230 
260,741 

116 
16,195 

Investments: 
Public debt securities (par value) 

338 
615 

6,172 
4, 545 

60,890 

752, 964 
6, 493 

- 8 , 994 
463 

1 
148, 652 

3,486 
2, 579 

230 
260,741 

116 
16,195 

Securities of Government enterprises 20,398 75, 027 

4, 545 
60,890 

752, 964 
6, 493 

- 8 , 994 
463 

Unamortized premium or discount (—) 
20,398 75, 027 

4, 545 
60,890 

752, 964 
6, 493 

- 8 , 994 
463 Other securities 

4, 545 
60,890 

752, 964 
6, 493 

- 8 , 994 
463 

Advances to contractors and agents: 
Government agencies -- -- -

4, 545 
60,890 

752, 964 
6, 493 

- 8 , 994 
463 

Other 53 

12 
54 
99 

59 
Accounts and notes receivable: 

Government agencies 12,178 
1,009 

12,150 
1,592 

51 
14,134 

53 

12 
54 
99 

53 
446 

4, 945 

59 

Other (net) __ _ _ __ __ __ __ 
12,178 
1,009 

12,150 
1,592 

51 
14,134 

53 

12 
54 
99 

53 
446 

4, 945 
286 16,149 

Inventories 

12,178 
1,009 

12,150 
1,592 

51 
14,134 

53 

12 
54 
99 

53 
446 

4, 945 
286 16,149 

Allowances for losses (—) 

53 

12 
54 
99 

53 
446 

4, 945 

Accrued interest receivable: 
On public debt securities __ _ 2, 769 

85 
(*) 

On securities of Government enterprises 686 
8,871 

1,096 
5, 424 

2, 769 
85 

(*) Other --- -- -- -
686 

8,871 
1,096 
5, 424 

2, 769 
85 

(*) 1,073 1,711 1,165 
Loans receivable: 

686 
8,871 

1,096 
5, 424 

2, 769 
85 

(*) 1,073 1,711 1,165 

Other: 
U S dollar loans -- - __ _ _ _ 1, 881,181 1, 507,909 12 236,161 95, 357 1,309,313 436,484 1, 881,181 1, 507,909 12 236,161 95, 357 1,309,313 436,484 

Allowance for losses (—) 13 -7,389 
6, 948 

14-24,052 
4, 978 

682 
-358 

-6,482 
439, 099 

4,123 
- 2 , 236 

-1,336 
Acquired security or collateral (net) 

13 -7,389 
6, 948 

14-24,052 
4, 978 

682 
-358 

-6,482 
439, 099 

4,123 
- 2 , 236 

-1,336 
2, 771 138,302 

Land structures and equipment 

13 -7,389 
6, 948 

14-24,052 
4, 978 

682 
-358 

-6,482 
439, 099 

4,123 
- 2 , 236 

8,302 
-3,831 

6, 666 
-3,170 

2, 771 138,302 

Accumulated depreciation (—) -

14-24,052 
4, 978 

682 
-358 

-6,482 
439, 099 

4,123 
- 2 , 236 

8,302 
-3,831 

6, 666 
-3,170 

Foreign currencies 

14-24,052 
4, 978 

682 
-358 

-6,482 
439, 099 

4,123 
- 2 , 236 

8,302 
-3,831 

6, 666 
-3,170 

Other assets (net) - - 1 45, 277 57 28 2 103 

Total assets 

1 45, 277 57 28 2 103 

Total assets 1, 924, 222 1, 591, 235 1, 549, 341 248, 495 15, 034 1, 575,053 608, 574 1, 924, 222 1, 591, 235 1, 549, 341 248, 495 15, 034 1, 575,053 608, 574 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from— 
Government agencies... 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranted by the United States 
Not guaranteed by the United States.. 

Other liabilities (including reserves) 

Total liabilities.. 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock 
Borrowings from the U.S. Treasury 
Other 

Non-interest-bearing investment: 
Capital stock 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—) _ 

Total U.S. interest 

Total liabilities and investment 

ANALYSIS OF U.S. INVESTMENT 
U.S. investment.. 
Accumulated net income, or deficit (—) 

U.S. investment including interagency items. 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

U.S. investment excluding interagency items. 

34, 755 
574 

13, 392 

48, 722 

1, 816,217 

59, 283 

1, 875, 500 

1,816, 217 
59, 283 

1,875, 500 

-33, 263 
34,755 

1, 876, 992 

21,141 

116 
17, 347 

10 
703 

40,011 

1,412, 947 

138, 277 

1, 551, 225 

1,591, 235 

1,412, 947 
138, 277 

1,551,225 

-88, 273 
21, 277 

1, 484,228 

480 
10,463 

1, 739 
5,323 

2,047 
20,230 

118,810 

191, 062 

155,466 

7 505, 620 

1,043, 721 

1,043, 721 

1,549,341 

1,043, 721 

1,043,721 

- 6 , 629 
123, 076 

1,160,167 

141 
51, 974 

320 
705 

392 
67 

2,026 

i 55,625 

30,000 

1,000 
1,179, 574 

246, 505 

-1,264, 210 

192, 869 

248, 495 

1, 457,080 
-1,264, 210 

192,869 

- 1 2 
853 

193, 710 

107 
1,235 

343 

262 
479 

3,255 

11,415 

11, 778 

15,034 

363 
11,415 

11, 778 

-53 
370 

20,893 

20,823 

M 
43,615 

1,530,078 

1,360 

1, 531,438 

1, 575,053 

1, 530,078 
1,360 

1,531,438 

20,823 

1,552,261 

10,574 

810 

11,384 

508,357 

« 
W 

Q H 

O 
88,833 

597,190 

>8,574 

508,357 
88,833 

597,190 

597,190 

CO 
<1 See footnotes at end of table, p. 44. CO 
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TABLE 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[In thousands of dollars] 

Account 

Veterans' Administration—Continued 

Rental, main-
tenance, and 

repair of 
quarters 

Service-
disabled 
veterans' 
insurance 

fund 

Soldiers' and 
sailors' 

civil relief 

Veterans' 
'special term 

insurance 
fund 

Vocational 
rehabilitation 

revolving 
fund 

Export-Import Bank of 
Washington 

Regular 
lending 

activities 

Liquidation 
of certain 

Reconstruc-
t ion Finance 
Corporation 

assets 

ASSETS 

Cash in banks, on hand, and in transit 
Fund balances wi th the U.S. Treasury * 
Investments: 

Public debt securities (par value) 
Securities of Government enterprises 
Unamortized premium, or discount (—).. 
Other securities 

Advances to contractors and agents: 
Government agencies _ _ 
Other 

Accounts and notes receivable: 
Government agencies 
Other (net) 

Inventories 
Allowances for losses (—) 

Accrued interest receivable: 
On public debt securities 
On securities of Government enterprises. 
Other 

Loans receivable: 
Government agencies 
Other: 

U.S. dollar loans 
Foreign currency loans 

Allowances for losses (—) 
Acquired security or collateral (net) 
Land, structures, and equipment 
Accumulated depreciation (—) 
Foreign currencies. 
Other assets (net) 

22 
1 

490 105 812 

85,280 

14 
281 

1,250 

10 (*) 
1 

401 

G H 
U 
H 
O H 

S 
© 

35 
1,453 

. . . . . . . 
49,558 

32 570 3,683,236 

351 
-159 

22 

Total assets. 25 2,342 137 8,141 394 3,736,088 1,262 
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LIABILITIES 
Accounts payable: 

G overnment agencies 
Other — . 

Accrued liabilities: 
G overnment agencies 
Other 

Advances from: 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies — 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States.. 

Other liabilities (including reserves) 

Total liabilities.. 

NET INVESTMENT 

U.S interest 
Interest-bearing investment : 

Capital stock 
Borrowings from the U.S. Treasury.. 
Other 

Non-interest-bearing investment : 
Capital stock 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—). 

Total U.S. interest 

Total liabilities and investment 

ANALYSIS OF U.S. INVESTMENT 
U.S investment.. 
Accumulated net income, or deficit (—)_ 

U.S. investment including interagency items. 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

U.S. investment excluding interagency items. 

(*) 

- 5 
27 

22 

- 5 
27 

22 

18,476 

19,017 

-21,175 

-16, 675 

2, 342 

4, 500 
-21.175 

-16, 675 

-16, 675 

2. 003 

-1,871 

2.003 
-1,871 

132 

132 

28, 710 

29, 680 

58, 461 

58, 461 

8,141 

58.461 

58,461 

58,461 

400 

394 

394 

400 
- 6 

394 

394 

44 
1, 377 

5, 742 

7,278 

2,000,100 

1.000,000 

728,710 

3, 728.810 

3,736.088 

3,000,100 
728, 710 

3, 728,810 

-1 
83 

3, 728,892 

100 

1C0 
© 
H 
W 
H 
o H 

1,162 

1,162 

1.262 

1,162 

1,162 

1,162 

CO 
CD See footnotes at end of table, p. 44. CO 
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T A B L E 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[ In thousands of dollars] 

Account 

Export-
Import 
Bank of 

Washing-
ton—Con-
tinued— 

Expansion 
of defense 
production 

Farm Credit Adminis-
tration 

Short term 
credit in-
vestment 

fund is 

Banks for 
coopera-
tives in-
vestment 

fund 

Federal Home Loan Bank Board 

Revolving 
fund 

Federal 
Savings and 
Loan Insur-
ance Cor-
poration 

Home Own-
ers' Loan 
Corpora-

tion (liqui-
dated) 

Panama 
Canal 

Company 

Cash in banks, on hand and in transit 
Fund balances wi th the U.S. Treasury * 
Investments: 

Public debt securities (par value) 
Securities of Government enterprises 
Unamortized premium, or discount (—).. 
Other securities 

Advances to contractors and agents: 
Government agencies 
Other 

Accounts and notes receivable: 
Government agencies 
Other (net) 

Inventories 
Allowance for losses (—) 

Accrued interest receivable: 
On public debt securities 
On securities of Government enterprises.. 
Other 

Loans receivable: 
Government agencies 
Other: 

U.S. dollar loans 
Foreign currency loans 
Allowance for losses (—) 

Acquired security or collateral (net) 
Land, structures, and equipment 

Accumulated depreciation (—) 
Foreign currencies 
Other assets (net) 

75,115 79,102 
232 

3,200 
396,500 

54,885 106,817 
-2, 347 

23 
1,516 

13 
15,477 

1 

2,767 

8,047 45,000 

423 
-423 

6,032 
126 

-126 

81 

Total assets- 8,058 130,000 185,919 467,465 

406 
5,719 

19,874 

2,822 
3,867 
9,810 

© 
H 
W 
H 
O 
H & 

s O 

715,453 
-284,967 

11, 906 
406 483, 546 
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LIABILITIES 
Accounts payable: 

Government agencies 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from: 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States.. 

Other liabilities (including reserves) 

Total liabilities.. 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock____ 
Borrowings from the U.S. Treasury 
Other 

Non-interest-bearing investment: 
Capital stock 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—). 

Total U.Sv i n t e r e s t — 

Total liabilities and investment 

ANALYSIS OF U.S. INVESTMENT 
U.S. investment 
Accumulated net income, or deficit (—) 

U.S. investment including interagency items.. 
Interagency items: 

Duefrom Government agencies (—) . . . . 
Due to Government agencies 

U.S. investment excluding interagency items. 

(*) 

50 

3,057 

4, 951 

8,008 

8,058 

3,057 
4,951 

8,008 

(*) 

130, 000 

130, 000 

130, 000 

130,000 

130, 000 

130, 000 

500, 000 

-314, 081 

185, 919 

185, 919 

500, 000 
-314,081 

185, 919 

185, 919 

58 
455 

301 
41 

887 

1,757 

92 

92 

92 

-23 
368 

(*) 

26,503 

26,578 

is 440, 887 

440,887 

467,465 

440,887 

440,887 

37 

440, 924 

73 

316 
18 

406 

406 

142 

5,016 
2,525 

490 

944 
74 

12,330 

24, 907 

329, 862 

457, 639 

-2,822 
6,102 

460,919 

t) 
m ^ 

o 
a 
F 
§ 
o 

127, 777 

457, 639 

483, 546 

329,862 
127, 777 

See footnotes at end of table, p. 44. CO 
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TABLE 2.—Public enterprise revolving funds, Dec. 81, 1961—Continued 
[In thousands of dollars] 

Account 
St. Lawrence 

Seaway-
Development 
Corporation 

Small Business Administration 

Revolving 
fund 

Reconstruction 
Finance 

Corporation 
liquidation 

fund 

Tennessee 
Valley 

Author i ty 

U.S. Informa-
tion Agency— 
Informational 
media guar-
antee fund 

ASSETS 

Cash in banks, on hand, and in transit 
Fund balances wi th the U.S. Treasury 4 

Investments: 
Public debt securities (par value)--. 
Securities of Government enterprises 
Unamortized premium, or discount (—) 
Other securities 

Advances to contractors and agents: 
Government agencies 
Other 

Accounts and notes receivable: 
Government agencies 
Other (net) 

Inventories-.. 
Allowance for losses (—) 

Accrued interest receivable: 
On public debt securities 
On securities of Government enterprises 
Other 

Loans receivable: 
Government agencies 
Other: 

U.S. dollar loans 
Foreign currency loans 
Allowance for losses (—) 

Acquired security or collateral (net) 
Land, structures, and equipment 

Accumulated depreciation (—) 
Foreign currencies 
Other assets (net) 

40 
338 

110 
308,046 

28,418 

(*) 
172 
131 

557 

2,998 

127, 330 
-3,047 

-17,814 
1,300 

9,825 

Total assets.. 125,036 869,808 

353 

37 

3,159 

-857 
403 

75 
36,822 

17,000 
34,360 

- 1 6 0 

32 

8,900 
17,252 
41,934 

- 6 0 8 

533 

2, 495,822 
-523,685 

216 264, 647 . 

3,340 2,392,930 
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LIABILITIES 
Accounts payable: 

Government agencies. 
Other 

Accrued liabilities: 
Government agencies 
Other 

Advances from: 
Government agencies 
Other 

Trust and deposit liabilities: 
Government agencies 
Other 

Bonds, debentures, and notes payable: 
Government agencies 
Other: 

Guaranteed by the United States 
Not guaranteed by the United States 

Other liabilities (including reserves) 

Total liabilities . 

NET INVESTMENT 
U.S. interest: 

Interest-bearing investment: 
Capital stock 
Borrowings from the U.S. Treasury 
Other 

Noninterest-bearing investment: 
Capital stock . 
Appropriations 
Capitalization of assets (net) 
Other 

Accumulated net income, or deficit (—) 
Deposits of general and special fund revenues (—).. 

Total U.S. interest 

Total liabilities and investment... 

ANALYSIS OF U.S. INVESTMENT 
U.S. investment 
Accumulated net income, or deficit (—) 

U.S. investment including interagency items.. 
Interagency items: 

Due from Government agencies (—) 
Due to Government agencies 

U.S. investment excluding interagency items-

277 
60 

105 

490 

120,747 
" 11, 770 

-7,971 

124,516 

125,036 

132, 517 
-7,971 

124, 546 

(*) 
295 

124,840 

9,160 
11 

4, 512 

713,901 

559,778 

360, 222 

-64,093 

855.907 

920,000 
-64,093 

855,907 

9,160 

865,067 

63 

6,099 
-2,932 

3,166 

3,340 

6, 099 
-2,932 

3,166 

3,166 

20, 392 
59, 686 

425 

2, 011 
800 

100, 000 
10, 470 

193, 782 

1, 798,318 
47,171 

« 353,659 

2,199,148 

2,392,930 

1,845, 489 
353,659 

2,199,148 

-43,260 
22,403 

2,178,291 

307 

313 

619 

20,335 

H: 
W 
H 
o H 
F 

o 
-18,199 

2,135 

2,755 

20,335 
-18,199 

2,135 

307 

2,442 

CO See footnotes at end of table, p. 44. 
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TABLE 2.—Public enterprise revolving funds, Dec. 31, 1961—Continued 

1 This Agency was established, and the International Cooperation Administ rat ion 
and the corporate development loan fund were abolished at the close of Nov. 3, 1961, 
pursuant to the act approved Sept. 4, 19fil (75 Stat. 445), and Executive Order No. 
10973, dated Nov. 3, 1961. Development Loan Fund functions and the foreign invest-
ment guaranty funds were transferred to this Agency and a new fund for development 
loans was established. 

2 Includes operating and administrat ive expenses funds. 
3 Included beginning Dec. 31, 1961. (See table 4, footnote 3.) 
4 See table 1, footnote 1. 
5 Includes guaranteed loans and certificates of interest aggregating $895,232,000, which 

are held by lending agencies. 
6 Foreign currency a s3ts are included throughout the table. (See table 1, footnote 2.) 
7 Certain corporations and other business-type activities that have submitted state-

ments of financial condit ion have guaranteed and insured loans which were made by 
private financial inst i tut ions. These commitments are of a contingent nature and 
have been excluded from their balance sheets. The major agencies that have these 
contingencies and the amounts are as follows: 

Activity Thousands 
Development loans _._ $60,496 
Agricul ture Department: Farmers' Home Administrat ion: Agricul tural 

credit insurance fund ._ 216, 643 
Commerce Department: Federal ship mortgage insurance f u n d . . . 377,762 
Housing and Home Finance Agency: 

Office of the Admin is t ra tor : Urban renewal fund 820,264 
Federal Housing Admin is t ra t ion 36,383,483 
Publ ic Housing Adminis t rat ion: 

Local housine author i ty bonds and notes (commitments covered by 
annual contr ibut ions). _ 3,066,300 

Local housing author i ty temporary notes (the fu l l faith and credit of 
the Uni ted States is pledged to the payment of these notes) 936,780 

Veterans' Admin is t ra t ion (June 30, 1961) 16,394,300 
Small Business Adminis t rat ion: Revolving f u n d . . 22,174 
Defense production guarantees (various activities). 115,136 

s Figures are as of Jan. 5, 1962. 
9 Valued at cost, estimated i f not known. Amounts, including accumulated depre-

ciation, are to some extent prel iminary, and subject to adjustment. 
m The assets and l iabi l i t ies of this fund exclude resources on order of $172,772,000 as 

reported by the Post Office Department. 
n Represents the equi ty of the U.S. Treasury i n this fund. 
12 Represents purchase money mortgages formerly classified as other assets (see 

footnote 1 at the end of table 7). 
13 Includes unrealized purchase discounts amounting to $6,365,000. 
i* Includes reserves and unrealized equi ty i n the assets of the Defense Homes Cor-

poration which are being l iquidated by the Association. 
The Federal intermediate credit banks investment fund and the production credit 

associations investment fund were merged into this revolving fund pursuant to the act 
approved Oct. 3, 1961 (75-Stat. 758). 

16 The surplus is considered by the Corporation as available for future insurance 
losses and related expenses w i t h respect to insured inst i tut ions. 

17 Represents accrued interest expense on borrowings from the U.S. Treasury Depart-
ment on which payment has been deferred. 

18 Consists of net income from power operations of $588,701,000 and net expense of 
non-revenue-producing programs of $235,042,000. 

*Less than $500. 
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DEBT CEILING 
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The CHAIRMAN. SO I understand y o u to say there is no p lan on the 
par t of the admin is t rat ion, no tw i ths tand ing al l the ta lk about these 
di f ferent k inds of budgets, to a t tempt to change wha t we call the 
admin is t ra t ive budget, and i f you d id change i t , you wou ld have t o 
borrow money jus t the same, because i f you pay i t ou t y o u have got 
to bor row i t , i f i t is i n excess of the revenue? 

So there is no idea i n m i n d at this t ime to ask the Congress to change 
the budget or to submi t a budget on any basis di f ferent f r o m basis of 
the admin is t ra t ive budget. 

M r . BELL. NO, sir; there is not. I t h i nk i t is impor tan t to comment 
tha t the purpose of us ing—the purpose of showing these other k inds 
of figures, the consolidated cash statement and the nat iona l income 
accounts, is to provide a basis for useful t h ink ing about questions of 
Federal financial pol icy. 

Our presentat ion of the budget figures i n three dif ferent ways is 
intended to make figures available wh ich are useful i n answering 
di f ferent k inds of questions. The admin is t ra t ive budget figures are 
those wh ich are d i rect ly relevant to the publ ic debt. They also are 
the figures wh ich are useful to the Congress in enacting appropr iat ions 
each year. They are equal ly useful to the executive branch i n mak ing 
plans and i n contro l l ing expenditures for the di f ferent agencies of the 
Government. 

None of us have any thought of abandoning those figures at all. 
The CHAIRMAN. The chai rman has no object ion to tha t as a mat te r 

of in format ion, so long as i t is no t confused w i t h the budget on wh ich 
we must levy taxes and bor row money. B u t the fact t ha t there has 
been so much ta l k b y people i n h igh office, f r o m the President down, 
w i t h respect to other k inds of budgets wh ich wou ld obscure deficits, 
I wanted to know whether you had any p lan i n m i n d to change the 
type of budget used for the Federal Government . 

Now , there is a m y t h — y o u say there is no m y t h about the debt— 
b u t there is a m y t h w i t h respect to this balancing the budget "over 
the years of a business cycle." M r . Be l l said when he spoke i n 
N e w Y o r k on June 12— 

The usual present-day statement of the accepted standard is to balance the 
budget over the cycle; t h a t is, to have set deficits i n years of recession w i t h sur-
pluses i n years of prosper i ty . B u t th is f o rmu la t i on assumes t h a t a l l business 
cycles fo l low the same pat te rn , wh ich is far f r o m the case. The s tandard is 
clearly inadequate to deal w i t h the s i tua t ion such as we have been experiencing 
fo r the last 5 years, a s i tua t ion i n wh ich we have had years of recession clearly 
enough, b u t no years of f u l l employment and f u l l capaci ty use of our indus t r ia l 
p lants. I n such circumstances there is p la in l y a serious quest ion as to w h a t 
target to choose budget for po l icy dur ing the per iod of economic recovery. 

T h a t is the statement t ha t you made i n N e w Y o r k , M r . Bel l . 
A n d the record w i l l show tha t this h igh ly publ ic ized theory of balancing 
the budget i n t imes of prosper i ty and bor rowing them i n times of 
so-called prosper i ty s imply hasn' t worked out . I t h i n k we have had 
a balanced budget five t imes i n the 29 years t ha t I have been i n the 
Congress. Is tha t r ight? 

M r . BELL. Y e s . 
The CHAIRMAN. SO there is no just i f icat ion for saying the budget 

w i l l balance out i f we bor row now because we have a recession, so-
called—sometimes we don ' t have much of a recession to star t deficit 
financing—and pay i t back if we have prosperi ty. Ac tua l l y we have 
been bor rowing i n times of prosper i ty as wel l as t imes of so-called 

85845—(62 • 1 
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46 DEBT CEILING 11 

recession, isn ' t t ha t the history? W e have had on ly five balanced 
budgets i n 29 years. 

M r . BELL. I t h i nk there m igh t be one or two comments I can make 
on tha t , M r . Chai rman. F i rs t , I doubt i f this was indeed the pol icy 
wh ich was a t tempted to be fol lowed dur ing al l t ha t period of t ime. 
D u r i n g the war years, for example, wh ich are 5 years of tha t h istor ical 
period, of course, the problem of Federal finance was qui te di f ferent. 
Business cycle t h ink ing was i r re levant to a period of war t ime. I am 
no t t r y i ng to say tha t the financial pol icy tha t was fol lowed dur ing 
the war was r igh t or wrong, bu t s imply tha t there was a di f ferent 
s i tuat ion then f r om wha t is assumed in the proposi t ion of t r y i n g to 
balance the budget over the cycle. 

The point I was t r y i n g to make in New Y o r k was tha t we have 
d i f f i cu l ty in app ly ing tha t not ion, and have had d i f f i cu l ty in the last 
several years, because we have not real ly had any periods of f u l l 
prosper i ty in the classic sense of the fu l l employment of the Nat ion 's 
wo rk force and indust r ia l plants. A n d under such circumstances you 
are ent i re ly correct, t ha t the pol icy does not find rea l i ty to work 
against. 

N o w , the question of wha t pol icy should be appl ied i n a period 
such as we have been i n for the last several years, i t seems to me, is 
a very real and d i f f icu l t pol icy question. Thus far th is admin is t ra-
t ion has, as you know, presented a balanced budget as of January of 
th is year. A n d whether tha t w i l l t u rn ou t to be appropr iate, whether 
events w i l l happen as we ant ic ipated then, and whether the pol icy 
w i l l cont inue to look correct is something tha t w i l l have to be looked 
a t f r o m t ime to t ime as economic condit ions change. 

The Chai rman. Y o u have got an experience, haven ' t you, of 
about 30 years w i t h 25 unbalanced budgets? 

M r . BELL. Y e s , s i r . 
The CHAIRMAN. I am a l i t t l e myst i f ied by your statement n o w — 

and the Secretary of the Treasury when he was here a year ago, he 
concluded his test imony b y saying—• 

Th is statement [of M a r c h 26, 1961] by President Kennedy on balancing the 
budget over the cycle years clearly out l ines our budgetary po l icy f r o m wh ich 
we have never wavered. 

N o w , you are going to have a deficit this year, and you admi t i t 
to be $7 b i l l ion, and m y personal opinion is tha t as a pract ica l ma t te r 
i t is going to be closer to $8 b i l l ion, and you are going to have another 
b ig defici t next year, a l though you stated in January tha t you wou ld 
have a balanced budget w i t h a surplus of $500 mi l l ion , and i f the 
Budget D i rec to r was correct ly quoted i n New Y o r k , he indicated 
great concern tha t you m i g h t have a surplus—is tha t correct?—and 
tha t i f you d id have a surplus, i t m igh t result in a recession. The 
newspapers quoted tha t . 

M r . BELL. Excuse me, sir. I f tha t was the way i t was quoted 
in the papers, i t was no t an accurate reflection. 

T h e CHAIRMAN. W h a t d i d y o u sa}7? 
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M r . BELL. T h e concern tha t we have at the present t ime is essen-
t i a l l y whether the economy is indeed going to move on up in to a fu l l y 
prosperous period. Th is is at this po in t a ma t te r on wh ich economic 
observers have some differences. M a n y business economists and 
bank ing economists seem to feel tha t later this year we m a y no t ex-
perience the prosperous condit ions wh ich the President assumed i n his 
budget presentation. I f we do indeed move upward w i t h the income 
and product of the count ry and have economic prosper i ty, the 1963 
budget w i l l be balanced, m a y be substant ia l ly more than balanced. 

I f , on the other hand, the economic condit ions f r om now on up to 
next spr ing are less favorable than the President ant ic ipated, then 
the budget w i l l no t be balanced. Th is is the key question. 

The CHAIRMAN. DO you have any question i n your m i n d about 
balancing the budget for the fiscal year beginning Ju l y 1 ? 

M r . BELL. I cer ta in ly have questions. 
The CHAIRMAN. Y o u th i nk the budget w i l l be balanced? 
M r . BELL. I t h i nk i t depends on how the economy moves. 
The CHAIRMAN. I t h i nk the Secretary of the Treasury and y o u 

ought to get together on this mat ter , because he answered a question 
f rom me i n regard to the $500 mi l l i on surplus b y saying tha t the 
President had recommended new appropr iat ions tha t wou ld eat up 
the $500 mi l l i on or more. 

D i d n ' t you say that? 
Secretary DILLON. NO, sir. I said the recommended new appro-

pr iat ions would jus t about use up the $500 mi l l ion , b u t no more. 
A n d I t h i nk tha t was i n the Budget Di rector 's statement. 

The CHAIRMAN. T h a t is wha t I quoted y o u as saying. 
Secretary DILLON. I said no more, jus t about t ha t much. 
The CHAIRMAN. Can y o u furn ish the commit tee a statement of the 

new appropr iat ions t ha t the President has asked the Congress to make 
in addi t ion to or ig inal budget requests? 

M r . BELL. Yes, sir; we wou ld be glad to. 
The CHAIRMAN. IS t ha t i n excess of $500 m i l l i on or not? 
Secretary DILLON. NO. 
The CHAIRMAN. Have y o u got i t there? 
M r . BELL. I have i t i n m y head only, Senator. I f you w i l l pe rmi t 

me, I w i l l pu t i t i n the record. 
(The fo l lowing was later suppl ied for the record:) 
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DEBT CEILING 11 

Legislative proposals for which specific estimates were not included in the 1963 budget 
submitted in January 

[Amounts in millions! 

Fiscal year 1963 estimates 

New obliga-
gational 

authority 

Expendi-
tures 

Allowance for contingencies 
Estimated 1963 budget surplus_ 

Total 

Less legislative proposals already transmitted which were not specifically 
itemized in 1963 budget: 

Public works construction in distressed areas (appropriation of $600 
mil l ion was anticipated for 1962) 

Extension of temporary unemployment benefits 
Highway Act of 1962: 

Interior 
Agriculture 

Trade expansion 
Other (group practice facilities in health message; Senior Citizens Act; 

reduction in adult illiteracy and numerous relatively small items) 
Less amendments to the appropriation amounts i n the 1963 budget: 

I . M . F . (originally proposed as 1962 item but actually submitted as 1963).. 
Atomic Energy Commission 
Other: 

Increases 
Decreases 

Total of changes—transmitted legislative proposals not specifically 
itemized and amendments to appropriations proposed in 1963 
budget 

Amount of estimated budget surplus remaining. 

$300 

259 

70 
107 

144 

2,000 
211 

23 
+26 

$200 
463 

663 

300 
i 104 

6 

83 

45 

45 
+12 

571 

2 92 

1 Net of budget receipts of $155,000,000 included in legislative proposal. 
2 Presidential recommendations for which amounts were not itemized in the 1963 budget and for which 

specific legislative proposals have not yet been transmitted would be covered by this amount. 

The CHAIRMAN. YOU s t i l l t h i n k t ha t w i t h the addi t iona l expendi-
tures tha t there m a y be a surplus i n the next fiscal year, is tha t 
correct? 

M r . BELL. I t depends ent i re ly on the course of the economy and 
i ts effect on receipts to the Government . I f the economy moves 
fo rward , as we al l hope i t w i l l , then the tax system of the coun t r y 
w i l l y ie ld receipts wh ich wou ld more than cover the expenditures 
tha t we ant ic ipate, inc lud ing the addi t ional expenditures tha t the 
President has recommended. 

The CHAIRMAN. W h a t about the increase i n the Federal employ-
ment and other budget increases—are they included in your estimates? 

M r . BELL. Yes, s i r ; al l the increases i n cost 
The CHAIRMAN. YOU s t i l l t h ink , then, t ha t there is going to be a 

balanced budget? 
M r . BELL. I am stopping short of a predict ion, Senator. I am 

saying tha t i t depends upon the course of the economy par t i cu la r l y 
du r i ng the next 6 months. 

The CHAIRMAN. I f you are going to have a balanced budget, w h y 
are you here asking for an $8 bi l l ion increase in debt? 

Secretary DILLON. I explained very careful ly, Senator, t ha t the 
increase has no th ing to do w i t h balancing the budget. I t is a reflec-
t i on of the $7 b i l l ion deficit we had this year, and i t is due to the 
short fa l l i n receipts t ha t is seen there i n the f i rst hal f of 1963, the 
l ighter shaded bar, wh ich has fal len short of the hor izonta l b lack 
l ine wh ich is the expenditure par t i n the second half of the fiscal year . 

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



DEBT CEILING 
11 

I n the second hal f , the surplus of receipts w i l l offset tha t short fa l l , 
and we wou ld come out even. I t is due to the way our Government 
receipts and revenues operate. They are much smaller i n the f i rst 
pa r t of the fiscal year, and they have this par t icu lar h igh peak or 
deficit jus t before December 15 when we receive very large tax pay-
ments, and we have to have debt f lex ib i l i t y to cover tha t . 

The CHAIRMAN. Isn ' t i t t rue, M r . Secretary, t ha t the balanced 
budget was predicated on an increase i n the postal rates? 

Secretary DILLON. T h a t is r igh t . 
The CHAIRMAN. Have y o u any assurance tha t tha t is going to be 

done? 
Secretary DILLON. NO assurance except tha t the President asked i t . 
The CHAIRMAN. I f i t isn ' t done, won ' t t ha t create a deficit w i t h the 

new expenditures tha t you are requesting? 
Secretary DILLON. T h a t is r igh t . T h a t is wha t we bo th stated i n 

our statements. 
The CHAIRMAN. W h a t other increased taxes d id you recommend, 

or d id you recommend any, to balance the budget? 
Secretary DILLON. There is a b ig i t em i n wha t we recommended for 

f a rm price supports, and i f those recommendations are no t enacted— 
and i t cer ta in ly looks doub t fu l at the moment t ha t they w i l l be. 

The CHAIRMAN. IS t ha t included in the budget? 
S e c r e t a r y DILLON. Yes , s i r . 
M r . BELL. The ant ic ipat ion of reduced expenditures under the 

President's f a rm proposal is inc luded in the budget. I f the Congress 
does not enact the President's f a rm proposal, expenditures for f a rm 
pr ice supports w i l l be higher than those ind icated i n the budget. 

The CHAIRMAN. W i l l you give a rough statement of wha t y o u esti-
mated f rom tax increases i n determin ing whether or no t there wou ld be 
a deficit? Y o u have got the postal rates. Now , wha t else? 

Secretary DILLON. The new taxes. I t h i n k the postal rates was the 
on ly substant ia l i t em of new revenue. W e of course est imated tha t 
excise taxes wou ld be extended and the corporate income tax be ex-
tended, and we are going t o — — 

The CHAIRMAN. Wel l , the excise taxes were passed b y the Senate. 
Secretary DILLON. W e m a y lose close to $100 mi l l i on f r om our esti-

mate b y congressional act ion on tha t b i l l . 
The CHAIRMAN. A n d then the postal increase wou ld be how much? 
M r . BELL. A b o u t $600 mi l l ion , Senator. 
The CHAIRMAN. So these i tems m a y lose p r e t t y close to a b i l l ion 

dollars, inc lud ing increased expenditures. I f we have to assume t h a t 
Congress w i l l make the increases in the postal rates and so fo r th , I 
can' t understand w h y you t h i nk there is a possib i l i ty of a balanced 
budget i n the next fiscal year. 

Secretary DILLON. W h a t we are t r y i n g to say is t ha t i f the Congress 
adopts the President's program, wh ich is the on ly way the Chief 
Execut ive can figure when he is presenting a budget, t ha t there m igh t 
be a balanced budget . The two things wh ich are impo r tan t are the 
state of the economy, wh ich influences revenues, and the act ion of the 
Congress on the expenditure and tax side. T h e y have to be estimated 
ahead of t ime, and our estimates are based on tha t . 

T h a t is w h y we said t ha t we were no t i n a posit ion now to make 
new and more refined estimates, and won ' t be u n t i l September, after 
the Congress finishes wo rk and we know wha t happens. A n d then 
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we w i l l as usual i n the mid-year review make a completely new esti-
mate wh ich I t h i n k w i l l p robab ly be a very accurate est imate. The 
estimate we made last October of the defici t has turned ou t to be 
probab ly the most accurate estimate t ha t has been made in the last 
10 years. 

The CHAIRMAN. I w o n ' t embarrass y o u b y reading the estimates 
t h a t y o u have made i n the past. 

Secretary DILLON. Those were no t fo rma l estimates. The fo rma l 
estimates made last October tu rned ou t very well , I t h ink . 

The CHAIRMAN. There are some fo rma l estimates; and I remember 
the President asked me to come to the W h i t e House, and he though t 
the defici t for last year wou ld be a b i l l ion and a hal f . H e called y o u 
up, and you though t i t wou ld be the same. B u t actual ly the defici t 
was $4 b i l l ion. I don ' t t h i n k any admin is t ra t ion—and I don ' t con-
fine i t to you, i t applies to al l the administ rat ions I have served 
under—has made very accurate estimates about the surplus or def ic i t . 

Secretary DILLON. I t is ver}^ di f f icul t , because so m a n y things 
occur. I want to say tha t I knew we made some estimates in the early 
days, and to po in t ou t t h a t we have had bet ter luck in our latest one. 

The CHAIRMAN. DO you t h i n k the crisis in the stock marke t is 
going to have some bearing on profits? 

Secretary DILLON. I t w i l l have a bearing on prof i ts prov ided in-
div iduals decide to purchase less, or companies decide to spend less for 
equipment. 

The CHAIRMAN. HOW much revenue do you get from the capital 
gains tax? 

Sscretary DILLON. I t h i n k the chances are t h a t the actual revenues 
f r o m capi ta l gains w i l l be increased b y wha t happened in the stock 
marke t , because there was much greater volume and a great deal of 
selling. A n d there is no way of knowing at wha t prices these stocks 
were or ig ina l ly bought , and i t may wel l be tha t many of them were 
bought a t lower prices. 

The CHAIRMAN. I t depends on whether the seller makes a prof i t or 
not? 

Secretary DILLON. T h a t is r ight . 
The CHAIRMAN. I f he has a loss he can carry t ha t fo rward to some 

extent. 
I n addi t ion, i t has been indicated t h a t some companies have been 

discouraged f r o m issuing new stocks to p u t up p lan t equipment. 
I can' t see any encouragement in the stock marke t crash toward a 
balanced budget. 

Secretary DILLON. NO, i t is certainly an element of discouragement. 
The CHAIRMAN. I don ' t want to take too much t ime, b u t I want 

to get to these matters. 
W i l l y o u state for the record first the Government 's current mone-

t a r y po l i cy ; second, the Government 's current fiscal po l icy ; and t h i r d , 
the Government 's current budget policy? 

I wan t t ha t because I am confused, and many people are confused, 
because we are t a l k i ng about dif ferent k inds of policies re la t ing to the 
expenditures of the Government and to the bor rowing of money, and 
so fo r th . 

N o w , wou ld you state the Government 's current monetary pol icy? 
Secretary DILLON. I wou ld be glad to do tha t , M r . Cha i rman. 

W i t h respect to monetary pol icy, the responsibi l i ty for this is vested 
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b y law in the Federal Reserve System. W e do expect, however, t ha t 
i n work ing out their monetary policies they w i l l wo rk in consul tat ion 
w i t h and w i t h f u l l regard for the adminis t rat ion 's overal l program. 
Now , tha t has been the case in the past, and the Federal Reserve and 
the Treasury have worked closely together to evolve an interre lated 
program of monetary pol icy and debt management. 

The aims of the monetary pol icy of the Federal Reserve have been 
to keep credit amp ly available whi le a signif icant segment of Amer ican 
business capaci ty and Amer ican labor remain unemployed and under-
employed. A t the same t ime their monetary polic}^ has been directed 
to ma in ta in ing condit ions i n the money market , inc lud ing a level of 
shor t - term interest rates tha t wou ld avoid or min imize the f low of 
shor t - term funds out of the Un i t ed States, and wou ld thereby prov ide 
major assistance to the Government 's effort to restore balance-of-
payments equi l ibr ium. 

I n carry ing out this monetary pol icy they worked closely w i t h the 
Treasury, because the Treasury's debt management pol icy is t ied i n 
closely w i t h the monetary efforts of the Federal Reserve. A n d we 
have worked closely together w i t h our debt management to meet our 
overal l bor rowing requirements at a m i n i m u m overal l cost. A n d i n 
doing tha t we have issued a substant ia l amount of shor t - term securi-
ties or bil ls. These bi l ls have also helped to meet a demand, a larger 
demand, an increasing demand, for shor t - term securities, and have 
buttressed the efforts of the Federal Reserve to main ta in an equi l i -
b r i u m relat ionship w i t h foreign money markets. 

As far as fiscal pol icy is concerned, this is a separate mat te r wh ich 
is the responsibi l i ty of the Execut ive to propose and of the Congress 
to dispose. Our fiscal pol icy has been to undertake those expenditures 
wh ich are deemed necessary b o t h for defense and for domestic pur-
poses, and on ly those—as the President po in ted out when be f irst 
took office. 

Our fiscal pol icy aims at budgetary surpluses when the economy 
operates at fu l l capacity, and a balance when the economy approaches 
capacity. T h a t was the reason for the President's submi t t i ng a 
balanced budget for fiscal 1963 wh ich was based on the assumption of 
an economy tha t was approaching fu l l capaci ty and no t real ly reaching 
i t dur ing the course of the fiscal year, b u t on ly reaching i t at the very 
end of the fiscal year. 

Now , at the same t ime, I t h i nk i t is the President's feeling, the 
adminis t rat ion 's feeling, t ha t they should no t reduce necessary ex-
penditures at a t ime when revenue receipts are reduced b y an economy 
which is no t operat ing as i t should, when i t is either no t doing as wel l 
as expected or is actua l ly declining. 

Now , basic to such pol icy overal l is an increase in our gross nat ional 
product t ha t is at a substant ia l ly faster percentage rate than any 
increase i n the debt. Th is wou ld decrease steadi ly the burden of the 
Federal debt on the people of the Un i t ed States. T h a t i n fact has 
occurred pract ica l ly every year since the war. A t the end of the 
war the Federal debt amounted to some 128 percent of gross nat ional 
product . As of now i t amounts to some 53,^ percent, w i i i ch is sub-
s tant ia l l y less than half of wha t i t was after the war, and i t has dropped 
i n pract ica l ly every year except, I t h ink , one. Th is past year i t 
dropped about 2 percent. 
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I wou ld say t ha t is the out l ine of monetary and fiscal pol icy, and I 
t h i n k i t includes w i t h i n fiscal pol icy, budgetary pol icy. The D i rec to r 
m a y have something else he wants to say on tha t . 

M r . BELL. NO. 
The CHAIRMAN. One factor t ha t hasn' t been considered as i t should 

be on this cycle idea, is the interest. Y o u pay the interest on debt 
whether you are i n prosper i ty or adversi ty. Now , i t so happens t h a t 
the interest th is present fiscal year wou ld be about $9 b i l l ion. 

Secretary DILLON. Th is year tha t we are runn ing in, yes. 
The CHAIRMAN. A n d the deficit w i l l approach $9 b i l l ion, approxi -

mate ly? 
Secretary DILLON. NO, sir. 
The CHAIRMAN. Wel l , you admi t t ha t i t w i l l approach 7? 
Secretary DILLON. Seven. 
The CHAIRMAN. W e w i l l compromise on 8. 
Secretary DILLON. NO, sir. 
The CHAIRMAN. I have been t r y i ng to bet y o u a ha t on th is for 

some t ime. 
Secretary DILLON. Th is one is too easy, Senator. I won ' t do i t . 

W e w i l l compare figures next week. 
Senator KERR. W h a t do y o u wan t to bet a ha t on? 
The CHAIRMAN. I wan t to bet tha t the deficit is going to be over 8, 

and I wan t to bet another ha t tha t next year i t is going to be over 6. 
I f anyone wants t o — — 

Senator DOUGLAS. I w i l l take y o u up on the first one, M r . Cha i r -
man, and I w i l l b u y you a good hat . 

The CHAIRMAN. W h a t about the second one? 
Senator DOUGLAS. NO, sir. 
The CHAIRMAN. When I go up in the mounta ins I l ike to take two 

hats w i t h me. 
W h a t I am get t ing to is t ha t for this year we are bor row ing money 

to pay interest, wh ich means interest compounded. I f we d i d n ' t 
have this interest we wou ldn ' t have a defici t th is year. 

Secretary DILLON. T h a t is r igh t , i f there was no publ ic debt and 
no interest to be paid on i t . 

The CHAIRMAN. I am interested i n interest because i t is something 
tha t these people who know much more than I do about financial 
mat ters don ' t refer to much. B u t when you have a debt you pay 
interest on i t un t i l you pay the debt. So the other day I looked over 
the Federal interest expense and I was surprised to find tha t since 
the Korean wa r—and tha t wasn' t so far back—our interest has been 
$61,700 mi l l ion . A n d i f we keep i t up at the present rate for the 
next period, about 10 or 11 years, i t w i l l be $90 to $100 b i l l ion over 10 
years. Th is is something tha t I t h i n k should have consideration. 
T h a t is no t a temporary th ing. T h a t is no t a mat te r of being pros-
perous one year and hav ing a sl ight recession one year, bu t you are 
bu i ld ing up a permanent charge against the Government . A n d I 
believe tha t those who ta l k about hav ing a deficit one year and then 
a surplus the next year ought to take tha t in to consideration. 

N o w , there is jus t one other th ing. I have asked you a lo t of 
questions. B u t I wan t to go in to this. I t has d is turbed me very 
great ly . As you know, since around 1950 we have lost $8 b i l l ion of 
gold, i t has gone down f r om $24.5 to $16.4 bi l l ion. A n d $12 b i l l ion 
is dedicated to back our own currency. We have on ly $4 b i l l ion 
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of the so-called free gold. I have a table here showing since 1930 the 
debts, the interest, the budget deficits, the value of the do l la r ; and the 
dol lar has gone down s tead i l y—I t h i n k one year i t went up, i n 1949 
i t went up a half a cent. I t is now 46.4 cents as compared to 100 
cents i n 1939. 

I shall insert this table in the record at this po in t . 

Federal debt, interest on the debt, budget surplus or deficit, value of the dollar, balance 
of payments, and U.S. gold stock, 1930-63 

[From official Government sources] 

Gross 
public Interest Budget Value of Balance 

debt and on the deficit or the dol- of inter- U.S. gold 
guaran- public surplus lar (by national stock 

Year teed obli- debt (by (by fiscal calendar payments (by fiscal 
gations fiscal year in year in (calendar year in 

(by fiscal year in mill ions) cents) 1 year i n mil l ions) 
ye'ir m mill ions) mil l ions) 

mill ions) 

1930 $16,185 $659 +$737 83.2 +$598 $4, 535 
1931 16, 801 612 -462 91.4 +1,132 4, 956 
1932 19, 487 599 - 2 , 735 101.7 +726 3,919 
1933 22, 539 689 - 2 , 602 107.4 +323 4,318 
1934 27, 734 757 - 3 , 630 103.8 +1,140 7, 856 
1935 32, 824 821 - 2 , 791 101.2 +1,174 9,116 
1936 38, 497 749 - 4 , 425 100.2 +896 10, 608 
1937 41, 089 866 - 2 , 777 96.7 +1. 053 12, 318 
1938 42, 018 926 -1,177 98.5 +1, 482 12,963 
1939 45, 890 941 - 3 , 862 100.0 +1,915 16,110 
1940 48, 497 1,011 -3,918 99.2 - 2 , 890 19, 963 

Depression years... _ _ 8, 660 -27, 642 

1941 55,332 1,111 -6,159 94.4 +1,119 22,624 
1942 76, 991 1,260 -21, 490 85.3 -205 22, 737 
1943 140,796 1,808 -57,420 80.3 -1,979 22,388 
1944 202, 626 2,609 -51,423 79.0 -1,859 21,173 
1945 259,115 3, 617 -53 , 941 77.2 - 2 , 737 20, 213 
1946 269,898 4,722 -20 , 676 71.2 +1,261 20, 270 

Wor ld War I I years 15,127 -211,109 15,127 -211,109 

1947 258, 376 4, 958 +754 62.2 +4, 567 21, 266 
1948 252,366 5, 211 +8, 419 57.8 +1,005 23, 532 
1949 252, 798 5,339 -1 ,811 58.3 +175 24, 466 
1950 257, 377 5, 750 -3,122 57.8 - 3 , 580 24, 231 

Post-World War I I years 21, 258 +4, 240 21, 258 +4, 240 

1951 255, 251 5, 613 +3 , 510 53.5 -305 21, 756 
1952 259,151 5, 859 - 4 , 017 52.3 -1,046 23, 346 
1953 266,123 6, 504 - 9 , 449 51.9 -2,152 22, 463 
1954 271, 341 6, 382 -3,117 51.7 -1,550 21, 927 

Korean war years. 24,358 -13 , 073 24,358 -13 , 073 

1955 274, 418 6,370 -4,180 51.9 -1,145 21, 678 
1956 272, 825 6, 787 +1,626 51.1 -935 21, 799 
1957 270, 634 7, 244 +1, 596 49.4 +520 22, 623 
1958 276,444 7, 607 - 2 , 819 48.1 - 3 , 529 21,356 
1959 284,817 7, 593 -12 , 427 47. 7 2-3, 743 19, 705 
1960 286, 471 9,180 +1, 224 46.9 - 3 , 929 19, 322 
1961 289, 211 8, 957 - 3 , 856 46.4 - 2 , 454 17, 550 

Post-Korean war years. 53, 738 -18,836 53, 738 -18,836 

Total, 1930-61, actual 123,141 -266, 420 123,141 -266, 420 

Ap r i l 1st June 15 
quarter 

Estimates and latest actual: 
1962 295,835 8, 998 

9,400 
- 6 , 975 46.0 -1,904 16,434 

1963 . 295, 569 
8, 998 
9,400 +463 

-1,904 
295, 569 

8, 998 
9,400 +463 

1 Based on 100-cent dollars in 1939. 
2 Excludes addit ional U.S. subscription to I M F of $1,375,000,000. 
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A n d coincident w i t h t ha t and the Federal deficits, the gold has gone 
out . W e had our b ig imbalance of payments w i t h foreign nat ions i n 
1950. T h a t was $3,580 mi l l ion. 

I n 1947 we had a surplus of foreign payments of $4,567 mi l l ion. 
A n d then steadi ly f r o m 1950 w i t h the single exception of 1957, 

when we had a surplus of $520 mi l l ion. W e have had deficits i n our 
balance of payments. The highest was $3,929 mi l l i on i n 1960, there 
was another of $3,743 mi l l i on i n 1959, and another of $3,529 m i l l i o n 
i n 1958. 

A n d coincident w i t h tha t , and w i t h the loss of the purchasing power 
of the dollar, the gold reserves have gone down. So t ha t today the 
gold reserves are $16,434 mi l l i on as compared to the $24.5 b i l l ion 
i n 1949. 

N o w , what is being done, or wha t can be done to correct tha t seepage 
of gold wh ich continues? 

Secretary DILLON. A great deal has been done, M r . Chairman. We 
have been active i n contro l l ing the outf low. The balance-of-payments 
effect of our own expenditures abroad tha t we can cont ro l—our gov-
ernmental expenditures, such as defense expenditures to keep our own 
troops abroad 

The CHAIRMAN. NOW, could you itemize our expenditures abroad? 
Secretary DILLON. Certa in ly . 
The CHAIRMAN. The troops are how many now? 
Secretary DILLON. The gross t roop cost abroad, the defense cost 

abroad, which includes the maintenance and everyth ing connected 
w i t h defense tha t i t costs us i n our balance of payments, has been 
runn ing about $3 b i l l ion a year. 

The CHAIRMAN. There are about 750,000 troops abroad. 
Secretary DILLON. I am no t certain of the number. 
The CHAIRMAN. W h a t do y o u estimate tha t the tour is t t rade takes 

out? 
Secretary DILLON. Our next deficit has been about $1 b i l l i on a 

year. 
The CHAIRMAN. The b i l l t ha t y o u got this commit tee to pass 

against their own wishes inc identa l ly , wh ich reduced the amount of 
merchandise t ha t tour ists could b r ing i n duty- f ree f r om $500 to $100— 
has t ha t reduced the dol lar outf low? 

Secretary DILLON. Yes. The estimate tha t we got f r o m our 
Customs Service is t ha t i t has probab ly saved us between $100 and 
$150 m i l l i on a year i n our balance-of-payments deficit and has con-
t r i bu ted to moderat ing the gold outf low. 

The CHAIRMAN. T h a t is no t ve ry much i n comparison to the whole 
problem. 

Secretary DILLON. The prob lem is so acute tha t no th ing is incon-
sequential, and any way we can get at i t we do i t . 

The CHAIRMAN. W e have adverse payments of $4 bi l l ion. H o w 
m u c h is the average net loss after br ing ing back the prof i ts of the 
people t ha t p u t up factories abroad? 

Secretary DILLON. The average amount of funds tha t they are 
invest ing abroad each year, d i rect and por t fo l io , is about $2.5 b i l l ion. 

The CHAIRMAN. YOU offset tha t , do you not , w i t h the prof i ts t ha t 
come back? 

Secretary DILLON. T h a t $2.5 bi l l ion is the net amount of long- term 
U.S. capi ta l we send abroad to invest and wha t foreign investors send 
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i n to the Un i ted States to invest. I t is not offset by earnings f rom 
past investments. 

The CHAIRMAN. When Amer ican businesses establish plants abroad, 
some prof i ts come back to this count ry . 

Secretary DILLON. Yes, bu t i t is no t offset, because the prof i ts 
wou ld come back even i f new businesses weren' t established abroad. 

The CHAIRMAN. Then the to ta l of Amer ican money tha t leaves 
this count ry is how much? 

Secretary DILLON. YOU mean the gold? 
The CHAIRMAN. NO, the to ta l expenditures tha t you make i n 

Amer ican dollars that go out of this count ry . 
Secretary DILLON. They haven ' t al l been added up, bu t last year 

we had $14.5 b i l l ion w o r t h of impor ts , so money went out to buy tha t . 
We had $5 b i l l ion of service imports , so tha t makes a to ta l of $20 
b i l l ion tha t went out . Our m i l i t a r y expenditures were $3 bi l l ion. 
T h a t is $23 bi l l ion. 

The CHAIRMAN. On the credit side what is the difference between 
the exports and the imports? 

Secretary DILLON. On commercial account last year we had a 
balance on trade of about $3.2 bi l l ion. 

The CHAIRMAN. $3.2 bi l l ion. Is tha t the on ly credit we had got 
against these deficits of $4 or $5 bi l l ion? 

Secretary DILLON. Oh, no. We actual ly have our service exports, 
wh ich include income f rom our investments abroad, wh ich are larger 
than our service impor ts , and we had a credi t there of about $1,9 
bi l l ion. A n d our to ta l net balance on commercial services and 
exports was jus t over $5 bi l l ion, $5.1 bi l l ion. Against tha t we had 
to offset m i l i t a r y expenditures of about $3 b i l l ion, and against t ha t 
we had net m i l i t a r y cash receipts of about $400 mi l l ion , a net m i l i t a r y 
ou t f low of about $2.6 bi l l ion. 

The CHAIRMAN. W h a t is your estimate of to ta l exports? 
Secretary DILLON. T o t a l exports or export surplus? 
The CHAIRMAN. T o t a l exports. 
Secretary DILLON. The to ta l exports, inc lud ing those financed b y 

Government grants and credits, were $19.9 b i l l ion, of wh ich $2 b i l l ion, 
roughly , were financed by Government grants and credits. So 
merchandise exports, commercial exports, were jus t over $17.7 b i l l ion. 

The CHAIRMAN. W h a t figures were you tak ing when you gave th is 
est imate of $5 b i l l ion surplus? 

Secretary DILLON. T h a t was the surplus on commercial merchandise 
exports and on commercial services pu t together. 

The CHAIRMAN. YOU excluded the surplus food tha t we sent abroad? 
S e c r e t a r y DILLON. Yes . 
The CHAIRMAN. T h a t is about $2.5 bil l ion? 
Secretary DILLON. I t h i nk food and other i tems financed b y 

Government grants and credits were $2.2 bi l l ion. 
The CHAIRMAN. For a long t ime they were inc luded i n the tota l? 

f Secretary DILLON. Yes. As you remember, we obtained publ ica-
tion^of a table b y the Depar tmen t of Commerce tha t separated them 
ou t , and they carry i t regular ly now. T h a t is the table I am reading 
f rom. 
^ The CHAIRMAN. Suppose the t ime wou ld come, because of a con-
t inua t ion of this imbalance of payments, when we wou ld no t be in a 
posi t ion to honor draf ts made upon us by central banks of Europe 
for gold instead of dollars, what would happen? 
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Secretary DILLON. Wel l , I don ' t foresee any such t ime occurr ing. 
So I t h i n k t ha t is a pure ly hypothet ica l question. W e are wo rk ing 
to achieve a balance i n our payments b y the end of next year, and I 
t h i n k tha t we have every expectat ion of doing i t . 

The CHAIRMAN. H o w in the wor ld are you going to achieve a bal-
ance of your payments? Y o u have got to achieve i t b y get t ing about 
$4 bi l l ion. 

Secretary DILLON. Our overal l deficit last year, count ing every-
th ing, was about $2.46 bi l l ion, of wh ich about $2 b i l l ion were shor t -
t e r m money flows. I t h i n k those shor t - term flows w i l l be m u c h less. 
E v e r y indicat ion is so far this year tha t they have been very substan-
t ia l l y less than they were last year. 

Our basic deficit, excluding those, was on ly $400 m i l l i on last year. 
I do t h i nk tha t we can operate w i t h the very substant ia l savings t ha t 
we are mak ing i n our m i l i t a r y expenditures b y get t ing offsets f r o m 
other countries. W e expect to save near ly a b i l l ion dollars as com-
pared w i t h last year. A n d w i t h moderate increases i n exports, and a 
stopping of this p r iva te shor t - term capi tal out f low, there is no reason 
w h y i n another year and a half we shouldn ' t reach a balance. I t is 
because our payments have been improv ing, and improv ing very much 
i n th is last quarter, t ha t we have lost no gold at al l for the last 6 weeks, 
wh ich is qui te a long period. I say 6 weeks, because this week wh ich 
ends tomor row we w i l l have no gold loss either, and tha t w i l l make i t 
6 weeks in a row. 

The CHAIRMAN. The improvement hasn' t been constant b y th is 
statement t ha t I have got, and I t h i nk i t is correct. For the f i rst 
quarter of 1962 we lost $1,904 bi l l ion, I mean we had a deficit. 

S e c r e t a r y DILLON. N o . 
M r . BELL. T h a t is the annual rate. 
The CHAIRMAN. T h a t is correct, isn ' t i t? 
Secretary DILLON. Yes, annual rate, t ha t is correct. T h a t is bet ter 

t han last year. B u t the second quarter w i l l be very substant ia l ly 
bet ter than tha t . Th rough M a y , the best figures we have, wh ich are 
no t broken down, bu t they were based on balances at U.S. banks and 
at the Federal Reserve System, indicate t h a t our deficit for the year 
th rough M a y was at an annual rate of something under $1.5 b i l l ion. 
So there was a very sharp improvement for A p r i l - M a y , and there 
has been substant ia l improvement in the second quarter as compared 
w i t h the f i rst quarter. 

The CHAIRMAN. I n 1960 i t was $4 b i l l ion, pract ica l ly $4 b i l l ion. 
Secretary DILLON. T h a t is r igh t . 
The CHAIRMAN. I wou ld l ike your op in ion as to w h y the European 

banks called on us for $8 b i l l ion of gold i n a per iod of l i t t l e more 
t h a n 10 years. 

Secretary DILLON. I t h i n k there were largely two reasons for tha t . 
I t h i n k they called on us f r om the end of 1949 up th rough about 1958, 
when they took about hal f of i t , about $4 b i l l ion of the to ta l , for a 
necessary rebu i ld ing of thei r depleted gold stock, so tha t they could 
finance themselves and finance their own trade. Th is enabled them, 
at the end of 1958 to begin to make thei r currencies f u l l y convert ib le, 
wh ich has of course now been completed. 

Thereaf ter , the gold flow was due to the fact t ha t most of these 
centra l banks operate on a ra t io system where they keep a certa in 
p ropor t ion of the i r resources i n gold and another p ropor t ion i n dollars. 
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As they received dollars over and above this ra t io , they converted a 
por t ion of i t i n to gold and main ta ined the ra t io , and tha t took about 
$4 b i l l i on more th rough the present period. 

The CHAIRMAN. DO you t h i n k there is any incent ive i n the fact 
t ha t they can get gold at $35 an ounce i n l ieu of dollars, when gold 
costs more than t ha t to produce at least i n this country? 

Secretary DILLON. Wel l , the fact is t ha t gold i n the great producing 
regions of the wor ld , such as South Af r ica, costs less than tha t to 
produce, because i t is produced at a very good prof i t . 

The CHAIRMAN. I sn ' t the average cost more than that? 
Secretary DILLON. I t is i n the U n i t e d States, b u t even there, our 

biggest mine, the Homestead M ine , is operat ing at a prof i t , though no t 
much of a pro f i t , at $35 an ounce. B u t cer ta in ly al l the smaller mines, 
I t h i nk , have been closing and have not been able to operate. B u t i n 
any recent years they have produced a very smal l amount of the wor ld 
product ion. The basic par t of the wor ld product ion, something l ike 
$800 mi l l i on a year now, is coming f rom South Af r ica. I t is being pro-
duced at a very good prof i t , and div idends are pa id on the South 
A f r i can gold stocks every year. 

The CHAIRMAN. W e don ' t b u y tha t gold, do we? 
Secretary DILLON. I f and as we b u y new foreign gold product ion 

we don ' t b u y i t d i rect ly . The great bu l k of i t is sold on the London 
market , and i t is d is t r ibu ted th rough the London gold marke t , and 
some of i t m a y find i ts way to us th rough those operations ind i rect ly . 
B u t we buy no th ing d i rect ly f r o m South Afr ica. 

The CHAIRMAN. W h a t has puzzled me, look ing a t these figures, is 
tha t i n the past 10 years we have brought i n on ly $520 mi l l i on i n 
gold. I n other words, the gold tha t goes out apparent ly doesn't 
come back, isn ' t t ha t r ight? 

Secretary DILLON. T h a t has largely been the case. B u t the si tua-
t ion is improv ing. We have been able, and I t h i n k we w i l l be able 
i n the fu ture i f we can balance our payments, to ob ta in gold and obta in 
i t i n reasonable quanti t ies. 

The CHAIRMAN. I wish I could share your confidence about i t , b u t 
we have lost two- th i rds of our free gold in 10 years. 

Secretary DILLON. T h a t is correct. T h a t is w h y we have to bal -
ance our payments. 

The CHAIRMAN. DO you t h i n k tha t these imbalances and loss of 
gold p u t us i n some jeopardy? I assume tha t y o u are doing every-
th ing tha t you can do to meet the s i tuat ion. 

Secretary DILLON. Yes, sir. One factor , of course, tha t I am sure 
your realize is tha t i n spite of the gold tha t we have lost we st i l l have 
i n the Un i t ed States about 40 percent of the gold i n the free wor ld . 

The CHAIRMAN. Ten years ago we had 75 percent. 
Secretary DILLON. Yes, wh ich was too much. 
The CHAIRMAN. DO y o u regard tha t as a sat isfactory condit ion? 
Secretary DILLON. I t h i nk 40 percent is probab ly about r igh t . I 

don ' t t h i nk t ha t 75 percent was sat isfactory, because i t made i t 
impossible for other nat ions to have convert ib le currencies or to have 
free mu l t i l a te ra l trade i n the wor ld . 

The CHAIRMAN. Hearings have been held to see i f gold product ion 
could be subsidized. As I understand i t , the tes t imony was tha t 
product ion of gold wou ld cost $70 an ounce. 
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Secretary DILLON. T h a t was a request of the m in ing interests, t o 
have the In te r io r Depar tmen t pay them a $35 subsidy, on wh ich 
basis they thought they m i g h t be able to operate. 

The CHAIRMAN. YOU opposed i t , and I t h i nk y o u were r igh t 
because tha t wou ld have depreciated the dol lar. 

Secretary DILLON. T h a t is r igh t . 
The CHAIRMAN. A n d here is a s i tuat ion tha t we are in. I f we 

raise the price of gold we w i l l depreciate the value of the dol lar . 
Therefore we are i n a vise where we can' t meet the wor ld marke t 
price of gold i f i t goes above $35. 

Secretary DILLON. I f i t goes above, wh ich i t has shown no signs 
of doing. 

The CHAIRMAN. A n d the only mine t ha t we have, as I understand, 
t h a t has any product ion is in Juneau, Alaska, and in the hearings 
wh ich I read i t seems the cost there wou ld be $70. 

Secretary DILLON. The on ly good mine tha t we have is the Home-
stead mine i n South Dako ta , and i t was st i l l operat ing 

The CHAIRMAN. T h a t is a small product ion, isn ' t i t? 
Secretary DILLON. I t is much the biggest we have i n the U n i t e d 

States. 
The CHAIRMAN. A n d t h a t is taken up in the commercial use of gold? 
Secretary DILLON. T h a t produces about, half of al l our domestical ly 

m ined gold. 
The CHAIRMAN. DO you t h i n k at any t ime tha t we should release 

th is $12 b i l l ion of gold t ha t is back of our own currency? 
Secretary DILLON. I believe t ha t the basic reason for gold is as a 

reserve for in ternat ional t ransact ions—and I wou ld hope we wou ld 
no t have to use any of i t for t ha t 

The CHAIRMAN. W o u l d n ' t t h a t be a sign of weakness in the Amer i -
can dol lar i f we release the $12 bi l l ion? 

Secretary DILLON. I don ' t t h i n k i t wou ld be so looked upon, because 
we are the on ly count ry in the wor ld today t h a t has a specific gold 
reserve behind i ts currency, and nobody can get t ha t gold f r om the 
domestic currency side. A l l the other countries and the monetary 
funds use gold on ly as a balancing i tem in in ternat iona l transactions. 

The CHAIRMAN. M r . Alexander, the president of the Guaran ty 
T rus t , made a speech ind ica t ing tha t t ha t was a possibi l i ty. I com-
munica ted w i t h h im, and he said t h a t he would no t recommend i t 
when the dol lar was under pressure. A n d cer ta in ly the dol lar is 
under pressure w i t h these constant deficits abroad. 

Secretary DILLON. W e have no t recommended i t , because i t is 
an i t em of domestic controversy here, and we don ' t t h i nk t ha t a 
ve ry emot ional debate on a subject l ike t ha t at th is t ime wou ld do the 
dol lar any good i n the wor ld market . T h a t is the reason we have 
never considered mak ing any such recommendations. 

The CHAIRMAN. I t seems to me i t wou ld be a great mistake to do 
i t , a l though I don ' t c la im to be an expert. B u t I do th ink , M r . 
Secretary, t ha t i t is a very unsound s i tuat ion tha t we have deficits 
at home and abroad. W e have a deficit i n our budget at home 
reaching enormous figures and, whi le y o u t h i n k an in ternat iona l 
balance w i l l be reached, I am very doub t fu l about tha t . There 
hasn' t been a balance b u t once i n 10 years, and tha t was w i t h a surplus 
of on ly about $500 mi l l ion , I t h i nk i t was. 

A n d i f ever we wou ld have a r u n on gold—as you know, and w h y 
we ever d id i t I have never been able to find out , we are the on ly 
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N a t i o n t ha t offers the opt ion of gold or dollars i n the sett lement of 
these accounts w i t h other nations. A m I r i gh t about that? 

Secretary DILLON. Yes; we are the on ly ones. 
The CHAIRMAN. T h a t was star ted back when? 
Secretary DILLON. T h a t is the reason, M r . Chai rman, t ha t our 

dol lar is acceptable and accepted th roughout the wor ld as the equiva-
lent of gold, and w h y there are some $10 b i l l ion w o r t h of dollars i n 
the off icial reserves of other countries and w h y they are w i l l i ng to 
ho ld i t . 

The CHAIRMAN. T h a t is the very po in t I am making, i t is so i m -
por tan t and imperat ive for us to preserve this free gold, wh ich has 
gone down two- th i rds i n the space of 10 years. 

Secretary DILLON. T h a t is w h y we have to p u t our payments i n 
order and balance them, and tha t is w h a t we are t r y i n g to do. 

The CHAIRMAN. I won ' t pursue this any fu r ther except to say t ha t 
I t h i n k i t is of enormous importance. And I t h i n k tha t these large 
deficits i n our domestic budget have a bearing on the gold. 

Now, the Secretary w i l l remember tha t T saw h i m in Geneva 2 years 
ago. M r . Tay lo r , f rom Vi rg in ia , was the Ambassador to Switzer land, 
and I asked h i m to have a meet ing w i t h the President of Switzer land 
and the bankers so tha t I could ask them w h y i t was tha t they had 
asked for $2 b i l l ion of our gold in 1958, I believe. 

Sec re ta r y DILLON. 1958. 
The CHAIRMAN. A n d they indicated tha t they thought t ha t the big 

defici t t ha t we had i n 1958 and 1959 of $13 b i l l ion , for wh ich they could 
see no just i f icat ion, was a deliberate effort b y this Government to 
create inf la t ion. M a n y people say tha t def ici t spending is no t inf la-
t ionary , and we had long hearings about i t , as you know. 

Bernard Baruch said t ha t the most in f la t ionary th ing tha t can be 
done is to have constant def ic i ts—and M r . M a r t i n , the Cha i rman of 
the Federal Reserve—that is w h a t they said about i t . A n d I s t i l l 
t h i n k there is a re lat ion i n the minds of people who wan t a sound 
Amer ican dol lar as to deficits at home and deficits abroad at the same 
t ime. 

Now, I wan t to ask the Budget D i rec tor wha t he has done i n order 
to el iminate or reduce wasteful and nonessential expenditures. 

M r . BELL. Wel l , sir, you are of course fami l iar w i t h the basic budget 
process wh ich we go th rough each year before the President's budget 
is prepared and sent to the Congress. Th is is a process wh ich is carr ied 
on very intensively th rough the 3 months of each fal l , September, 
October, and November . 

D u r i n g tha t per iod the proposed budget of each Government agency 
is scrut inized very careful ly indeed b y the staff of the Budget Bureau, 
most of whom, as you know, are permanent employees of the Govern-
ment , and do no t change w i t h the admin is t ra t ion. 

I have personally, now, been th rough tha t process i n the last 3 
months of last year, and there is no question whatever t ha t this proc-
ess is an effective and strong process wh ich results i n reducing the 
budget proposals of the di f ferent agencies b y a few b i l l ion dollar.-
each year. I am no t mak ing any c la im tha t the reduct ion last fa l l 
was di f ferent than has been typ ica l l y the case. I am sure tha t this 
has been t rue 

The CHAIRMAN. DO you agree w i t h the Secretary of Commerce, 
M r . Hodges, who said on M a y 24, tha t al l sorts of money could be 
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saved for taxpayers i f the Government wou ld get r i d of deadwood 
on i ts payro l l , and tha t 10 percent of the employees i n his Depa r tmen t 
alone were doing jobs star ted 40 years ago and now are jus t no t needed? 
T h a t is his statement. A n d he is a member of the Cabinet . Was 
he r i gh t or wrong? 

M r . BELL. M r . Hodges, of course, knows his Depa r tmen t bet ter 
t han I do. So far as the Government as a whole is concerned, there 
is a strong responsibi l i ty wh ich has been placed on each Cabinet 
officer and agency head b y the President to insist t ha t he does no t 
car ry deadwood or extra personnel. 

I f M r . Hodges has ident i f ied any ind iv iduals who can be reduced 
or el iminated, i t is obviously his responsib i l i ty to get r i d of them. 
I t h i n k the po in t he was m a k i n g at the t ime when tha t quo ta t ion was 
made was t ha t the c iv i l service laws and regulat ions hamper a top 
rank ing Government off icial i n e l iminat ing 

The CHAIRMAN. H a v e you ever recommended a change i n tha t so 
as to el iminate—does the c iv i l service keep deadwood or unnecessary 
employees on the payrol l? 

M r . BELL. We have asked Secretary Hodges w h a t changes i n the 
legis lat ion he wou ld propose, and the mat te r is under discussion r i gh t 
now. M y own observat ion has been tha t a strong m inded and deter-
m ined admin is t ra tor i n the Federal Government can r u n a t i gh t and 
we l l contro l led enterprise wh ich does no t have excess employees. I 
t h i n k the record of recent years i n the Federal Government—th is is 
no t a par t isan mat te r , obv ious ly—in many respects is very impressive. 
I am sure this commit tee is we l l aware of m a n y of the figures wh ich 
have been made publ ic f rom t ime to t ime. The increase, for example, 
i n the p roduc t i v i t y per person i n the Post Office; the increase i n the 
p r o d u c t i v i t y per person in the Veterans' Admin is t ra t ion , and i n the 
Passport Office, and i n many , many parts of the Government . There 
are i n most agencies qui te wel l organized cont inu ing management im -
provement programs wh ich are aimed precisely a t the object ive of 
accompl ishing the Government 's w o r k w i t h a m i n i m u m number of 
employees. Th is has typ ica l l y meant tha t as add i t iona l jobs have 
been assigned by the Congress to the executive branch, the number 
of persons i n the executive branch has risen less than wou ld otherwise 
have been necessary. 

I t has no t resulted i n an absolute decline in Government employees, 
because the jobs to be undertaken, the w o r k to be accomplished, have 
been r is ing i n to ta l . 

The CHAIRMAN. A t t ha t po in t are you aware of the fact t ha t i n the 
budget you submi t ted on page 41 you estimated t ha t for the next 
year the c iv i l ian employment wou ld to ta l 2,538,390? 

M r . BELL. Y e s , s i r . 
The CHAIRMAN. NOW, t ha t is 46,045 over the estimate for the 

current year, and i t is 131,000 more than the actual employment 
last year? 

M r . BELL. E i g h t . 
The CHAIRMAN. A n d you have looked in to tha t , and you t h i nk t h a t 

is just i f ied? 
M r . BFLL. Yes, sir, we have; we have scrut inized the proposed in-

creases i n personnel w i t h special care 
The CHAIRMAN. W h y don ' t you give Secretary Hodges a free hand, 

and i f there is deadwood i n his Depar tment , te l l h i m to get r i d of i t? 
H e could be an example to these other agencies. When a member of 
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the Cabinet makes a statement such as he made, t ha t a l l sorts of money 
could be saved, and they are jus t no t needed, w h y don ' t you give h i m 
a free hand to go ahead and reorganize his Depar tmen t and cut ou t 
the deadwood? 

M r . BELL. I am not aware of any way in wh ich I am standing i n 
Secretary Hodges' way. I certain ly wou ld no t wish to stand i n his 
way. 

The CHAIRMAN. I f he made tha t statement and made i t pub l ic ly , 
you are the person tha t is supposed to be the guardian of the publ ic 
purse, aren' t you? 

M r . BELL. Yes, we advise the President on the efficiency of man-
agement of the Government . 

The CHAIRMAN. I also understood tha t the Budget D i rec to r was a 
restraining influence on spending, not an influence to spending more 
and more. 

M r . BELL. We are certainly no t pushing Secretary Hodges to spend 
an extra nickel. 

The CHAIRMAN. I know you are not , b u t since he made this speech, 
wou ldn ' t you be just i f ied i n saying to h im, " G o ahead and set up 
your p lan and the Budget D i rec to r w i l l approve i t " ? 

M r . BELL. We have discussed the mat te r . 
The CHAIRMAN. W h a t d id y o u say? 
M r . BELL. We are work ing together on the object ive. 
The CHAIRMAN. IS he going to get r i d of anybody tha t is no t 

needed? 
M r . BELL. We w i l l have to see. 
The CHAIRMAN. YOU w i l l have to see? 
M r . BELL. H is staff and our staff and the C i v i l Service Com-

mission 
The CHAIRMAN. He made this statement on M a y 24, and tha t is 

a m o n t h ago. 
M r . BELL. T h a t is r igh t . 
The CHAIRMAN. A n d i t is a very remarkable statement. I have 

been here a long t ime, and I don ' t t h i nk I have ever known a Cabinet 
officer to make a simi lar statement about his own Depar tment . A n d 
I wou ld t h i nk tha t you ought to jus t wr i te h im, jus t te l l h i m tha t i f 
he th inks there is deadwood and waste and extravagance, and so 
for th , to go ahead and clean i t up. 

M r . BELL. We haven ' t w r i t t en h im, b u t we have proposed to h i m 
tha t we proceed to rev iew the par t icu lar jobs to be done i n the Com-
merce Depar tment , the organizat ion 

The CHAIRMAN. W o u l d you keep this commit tee in formed, because 
we are responsible for rais ing enough money to t r y to pay these 
enormous expenditures, either by author iz ing debt, or taxat ion. Keep 
us in formed as to wha t is being done i n the Commerce Depar tmen t 
to reduce the personnel tha t Secretary Hodges says ought to be 
reduced. 

M r . BELL. I w i l l be glad to do so. 
The CHAIRMAN. A n d a m o n t h has already gone by . 
T h a n k you very much. 
Senator Ke r r . 
Senator KERR. DO you have any au tho r i t y either to extend or 

reduce the responsibi l i ty and the au tho r i t y of the Secretary of Com-
merce w i t h reference to employment in his Depar tment? 

8 5 8 4 5 — 6 2 5 
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M r . BELL. NO, s i r ; I d o n o t . 
Senator KERR. IS there any th ing to keep h i m f r o m e l iminat ing or 

removing f r o m the payro l l any person tha t he has tha t he doesn't need, 
other than the c iv i l service laws passed b y the Congress? 

M r . BELL. N o t tha t I am aware of. 
The CHAIRMAN. W i l l the Senator y ie ld at t ha t point? 
Sena to r KERR. Yes . 
The CHAIRMAN. AS Budget D i rec to r you are supposed to recom-

mend the appropr iat ions to the President, are you not? 
M r . BELL. Senator, the appropr iat ions wh ich we recommended for 

the Commerce Depar tmen t last fa l l , and wh ich are before the Con-
gress r igh t now, those are the appropr iat ions wh ich seemed to us to 
reflect the m i n i m u m number of persons who were required to carry 
ou t the Commerce Depar tment 's business. Secretary H o d g e s — 

The CHAIRMAN. B u t the rout ine is to go f r o m the Secretary of the 
Treasury to you, isn ' t i t? 

M r . BELL. The Secretary of Commerce. 
The CHAIRMAN. The Secretary of Commerce to you, and then you 

make recommendations to the President, do y o u no t , when the 
budget is submit ted? 

M r . BELL. Yes, t ha t is r igh t . 
The CHAIRMAN. Therefore you d id recommend these expenditures? 
M r . BELL. Oh, yes. I said I d id, b u t I understood Senator Ker r ' s 

question to be a di f ferent one, namely, whether there was any barr ier , 
any bar to Secretary Hodges reducing employees w h o m he found ex-
cess to the needs of the Commerce Depar tmen t apar t f r o m the c iv i l 
service laws and regulat ions, and m y response was tha t there is no 
barr ier tha t I am aware of, of t ha t type. 

The CHAIRMAN. W o u l d you furn ish a statement of the increase i n 
the employees of the Commerce Depar tment? 

M r . BELL. Y e s , s i r . 
The CHAIRMAN. A n d the increased expenditures of the Commerce 

Depar tmen t t ha t you recommended. 
M r . BELL. Y e s , s i r . 
Senator KERR. D i d y o u recommend to the President a larger or 

smaller amount for salaries i n the Commerce Depar tmen t than 
Secretary Hodges asked for f r o m you? 

M r . BELL. A smaller amount t han he asked for. 
Senator KERR. I n other words, you as a Di rec tor of the Budget 

approved an amount of money for employees less than t ha t wh ich 
Secretary Hodges asked you for? 

M r . BELL. T h a t is correct. 
Senator KERR. Are you i n a posi t ion to te l l the commit tee how 

m u c h less? 
M r . BELL. We wou ld have to look back i n the record, Senator, I 

d id no t come prepared for this par t icu lar question. 
Senator KERR. I know. B u t you are posit ive tha t i t was less than 

he asked you for? 
M r . BELL. Yes; there is no question about that . 
Senator KERR. W o u l d you advise the commit tee how much less? 
M r . BELL. I wou ld be glad to. 
(The in fo rmat ion requested was subsequently suppl ied b y the 

Di rec tor : ) 
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The budget request of the Depar tmen t of Commerce for fiscal 1963 invo lved 
a t o t a l employment by the Depar tmen t of 33,307 persons as of June 30, 1963. 
Th is f igure was reduced to 31,541 i n the budget al lowance approved b y the 
President and t ransmi t t ed to the Congress i n January . 

Senator KERR. I real ly wan t to ask y o u a question or two, M r . 
Secretary, about the debt l i m i t b i l l . As I understood i t , the b i l l 
passed b y the House makes provis ion for a debt l i m i t which is di f fer-
ent dur ing three periods of the next fiscal year, b u t as to each per iod 
for wh ich provis ion is made, i t is assumed tha t there w i l l be a balanced 
budget for 1963 fiscal year? 

Secretary DILLON. T h a t is correct. I t is assumed th roughout t ha t 
this w i l l be a balanced budget for the fiscal year. 

Senator KERR. SO t ha t the amount of the debt l i m i t as f ixed i n the 
House b i l l for the three di f ferent periods dur ing fiscal 1963 is adequate 
prov ided you have a balanced budget for fiscal 1963? 

Secretary DILLON. Yes, as I have stated, i t wou ld be adequate 
under those circumstances. 

Senator KERR. B u t on ly under those circumstances? 
Secretary DILLON. On ly under those circumstances. 
Senator KERR. SO t ha t actual ly the b i l l before us is wha t is required 

for the Treasury to be able to handle the management of the publ ic 
debt i n the next 12 months in p rov id ing a balanced budget? 

Secretary DILLON. T h a t is correct. 
Senator KERR. M r . Secretary, do y o u determine whether or no t 

there is a balanced budget? 
Secretary DILLON. NO, Senator, I do not . 
Senator KERR. DO y o u have an opinion as to who does? 
Secretary DILLON. Yes. Th is was decided b y the act ion of the 

Congress on the recommendations for expendi tures—— 
Senator KERR. W o u l d a direct answer be tha t Congress determines 

whether or no t there is a balanced budget? 
Secretary DILLON. N o t ent i re ly, because the revenues depend on 

the economy. B u t those two things. 
Senator KERR. I understood tha t the revenues depend on the 

p roduc t i v i t y of the economy. B u t there are no expenditures except 
those author ized b y the Congress, are there? 

Secretary DILLON. T h a t is correct, none. 
Senator KERR. SO you don ' t have au thor i t y to reduce expenditures 

directed b y the Congress i n the event revenues do not equal those 
wh ich are expected either b y the executive or legislative departments 
at the beginning of the fiscal year, do you? 

Secretary DILLON. I have no such au thor i t y . I know tha t on 
occasion Presidents of the Un i ted States have f rom t ime to t ime 
impounded or delayed certain expenditures tha t have already been 
voted, and there was always a good deal of controversy about i t . 
They have done i t . 

Senator KERR. YOU mean that they d idn ' t spend money which 
Congress had appropr iated and directed tha t the executive depar tment 
spend? 

S e c r e t a r y DILLON. Y e s . 
Senator KERR. A n d any controversy tha t has arisen has been b y 

the Congress want ing to know w h y the executive d i dn ' t spend the 
money tha t the Congress appropriated? 

Secretary DILLON. T h a t is r ight . 
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Senator KERR. YOU wou ld be very happy to operate on a less rate 
of expenditure i f the Congress wou ld make i t either possible or 
manda to ry t ha t you do so? 

Secretary DILLON. I wou ld be glad to operate under whatever rate 
of expenditure the Congress made, and cer ta in ly i f i t was less there 
wou ld be greater ease i n managing the publ ic debt. 

Senator KERR. Y o u r responsibi l i ty, then, is to pay the bi l ls 
created b y the Congress? 

Secretary DILLON. T h a t is r igh t . 
Senator KERR. A n d i f the Congress does no t prov ide the revenue 

for y o u to pay those bi l ls th rough taxat ion or otherwise, y o u on ly 
have the a l ternat ive either of hav ing the President refuse to spend 
the money, a l though appropr ia ted b y the Congress, or bor row the 
money, or be i n the posi t ion of the Federal Government no t pay ing for 
something wh ich i t has bought under the d i rect ion of the Congress? 

Secretary DILLON. T h a t is correct. 
Senator KERR. Wel l , I t h i n k t ha t makes i t a very simple equation. 

I w i l l come back to another question or two i n a moment . 
I n the meant ime, M r . Bel l , has the Congress i n i ts appropr iat ions 

appropr ia ted a to ta l t ha t equaled the recommendations of the Budget 
Bureau, or exceeded the recommendations of the Budget Bureau, or 
i n an amount less than requested b y the Budget Bureau? 

M r . BELL. A re you referr ing to a par t icu lar year, Senator? 
Senator KERR. Wh i le y o u have been D i rec to r—or have y o u been 

D i rec to r long enough to know? 
M r . BELL. Yes. I have been D i rec to r for something over a year, 

du r ing wh ich t ime one budget, the 1962 budget, was essentially 
enacted b y the Congress last spr ing and summer. I n connect ion 
w i t h the passage of t ha t budget there w a s — I don ' t have the p ic ture 
precisely i n m y m ind , b u t there was a net reduct ion as a resul t of 
congressional act ion on appropr ia t ion requests i n the neighborhood 
of perhaps a hal f a b i l l ion dollars below the President's request. On 
the other hand, there were i n add i t ion a number of instances i n wh ich 
the Congress added funds to the President's proposals. So t h a t the 
f igure I used is a net figure. Congress increased a number of appro-
pr iat ions. I n the m i l i t a r y field, for example, and i n the hea l th 
research f ield, Congress added very substant ia l sums of money to the 
amounts proposed. I n other instances the Congress reduced the 
President 's proposals. 

A n d i f I recal l correct ly, the net reduct ion was i n the neighborhood 
of perhaps a hal f a b i l l i on dollars. 

Senator KERR. SO t ha t du r ing this 
M r . BELL. W e w i l l have to check the f igure for the record, Senator. 
(The fo l lowing was later received for the record:) 

The expendi ture effect of net reduct ions i n appropr ia t ions b y the Congress was 
checked by the Budget D i rec to r and found to be substant ia l ly correct. 

Senator KERR. IS the gent leman tha t is k i n d of shaking his head 
there of a di f ferent opinion? 

M r . BELL. NO, he says he doesn't remember. 
Senator KERR. SO t ha t as your best memory indicates, insofar as 

the deficit m a y be for th is current fiscal year, i f i t exceeds $500 mi l l i on 
i t exceeds the request of the Budget Bureau b y tha t amount? 

M r . BELL. I am not sure I fo l low tha t , Senator. 
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Senator KERR. Wel l , Congress, you say, appropr ia ted an amount 
equal t o $500 m i l l i on less t han the to ta l recommended b y the President. 

M r . BELL. Yes, sir. The deficit for the current year was est imated, 
of course, a f ter Congress completed i ts act ion. The defici t , i n other 
words, m i g h t have been as m u c h as $500 m i l l i on more t han tha t , 
more t han the amount we now estimated, had the Congress enacted 
precisely wha t the President had recommended. 

Senator KERR. The Secretary of the Treasury, I believe, est imated 
rough ly tha t the defici t of the fiscal year ending the 30th of th is m o n t h 
w i l l be about $7.25 b i l l ion. 

M r . BELL. W e estimate t h a t i t w i l l be about $7 bi l l ion. I n order 
to be conservative i n his calculations of the debt, he took $7.25 b i l l ion. 

Senator KERR. B u t your est imate is t ha t i t w i l l be about $7 b i l l ion? 
M r . BELL. Y e s , s i r . 
Senator KERR. T h a t is b y reason of the fact t h a t Congress appro-

pr ia ted t ha t m u c h more money t han the Government collected f r o m 
taxes and other revenue sources? 

M r . BELL. Yes, t h a t is r igh t . 
Senator KERR. NOW, i f the Congress had appropr ia ted the amount 

recommended b y the President, the difference wou ld have been 
between a defici t of $7 b i l l i on as y o u expect i t to be and $7.5 bi l l ion? 

M r . BELL. A t the mos t ; tha t is r igh t . 
Senator KERR. So tha t i f y o u take f u l l responsib i l i ty for t h a t pa r t 

of the expenditures wh ich Congress and y o u b o t h agreed upon, and 
the figures as they wou ld be i f Congress had appropr ia ted the amount 
t ha t y o u agreed upon, the difference i n the defici t wou ld have been 
about $500 mi l l ion? 

M r . BELL. The reason I say at the most, Senator, is tha t i t m i g h t 
ve ry wel l have been less, because after Congress completed i ts act ion 
last year and the var ious other facts were known, such as the ant ic i -
pated crop y ie ld for last summer's agr icu l tura l season, and so on, the 
President ins t ruc ted his Cabinet officers and agency heads to reduce 
expenditures where they could below amounts author ized b y the 
Congress. A n d i n a number of cases tha t was done. 

Senator KERR. Wel l , was there enough of such act ion taken to 
offset the $500 m i l l i on dif ferential? 

M r . BELL. Yes, sir. So tha t actua l ly i f the President had author-
ized the spending to the extent tha t the Congress had approved i t , 
we could easily have had a defici t t ha t is i n the neighborhood t h a t 
Senator B y r d is t a l k i ng about. 

Senator KERR. Wel l , then, the fact is t h a t the President and the 
executive depar tment has spent less money than the Congress 
appropriated? 

M r . BELL. T h a t is correct. 
Senator KERR. A n d you r present estimate is how m u c h less? 
M r . BELL. Wel l , the s to ry is a l i t t l e complicated, and I don ' t wan t 

to make any undue claims. Some of the reduct ions and expenditures 
below wha t the Congress approved 

Senator KERR. Appropr ia ted? 
M r . BELL. Approp r ia ted—had no th ing to do w i t h economy moves. 

I n the m i l i t a r y field, for example, there was s imp ly a difference of 
judgmen t as to w h a t was or was no t requi red for the na t iona l secur i ty. 
Other reduct ions wh ich were made Iwere s imp ly for economy reasons, 
and represented the deferral of act iv i t ies wh ich are we l l war ran ted 
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and wou ld be i n the nat iona l and the publ ic interest, bu t which, be-
cause of the size of the defici t , the President fe l t could be deferred for 
a t ime, and perhaps under taken i n a later year. 

Senator KERR. The quest ion tha t I wou ld l ike for you to answer is 
a very simple question. The executive depar tment has actua l ly spent 
less t han the Congress appropr iated and authorized? 

M r . BELL. A b o u t a bi l l ion dollars less. 
Senator KERR. A b o u t a b i l l ion dollars less. Now , reference has 

been made to the value of the dol lar i n 1933. D o I understand f r o m 
th is table t h a t the chai rman had, t ha t he ind icated t ha t the dol lar 
had been at i ts highest value i n 1933 dur ing the last 32 years, at wh ich 
t ime i t was w o r t h 107.4 cents i n re la t ion to i ts value i n 1939, is tha t 
wha t the table shows? 

M r . BELL. T h a t is correct. 
Senator KERR. Can either of you gentlemen advise the commit tee 

how the value of the dol lar could be restored to 107.4 as i t was i n 1933. 
Secretary DILLON. The on ly way to do tha t , Senator, wou ld be to 

reduce the prices of goods i n the Un i t ed States b y something over 50 
percent. 

Senator KERR. AS a very simple answer, wou ldn ' t i t be correct to 
say tha t you wou ld have to reduce the value of commodit ies and labor 
and services to wha t they were i n 1933? 

Secretary DILLON. T h a t is r igh t . 
Senator KERR. There is no other way to do i t , is there? 
Secretary DILLON. T h a t is the on ly w a y ; yes. 
Senator KERR. SO t ha t i f we wanted a dol lar w o r t h as m u c h in 

re la t ion to i ts purchasing power and i n re la t ion to 1939, as the dol lar 
i n 1933, i t wou ld be a very simple process to reduce the value of 
commodit ies, agr icu l tura l products, labor, congressional salaries, the 
salaries of the porters, the fees for al l services rendered b y lawyers and 
doctors and nurses, optometr is ts and others, to what the prices were 
in 1933? 

Secretary DILLON. T h a t is r i g h t ; t ha t is the on ly w a y ; y o u wou ld 
have to deflate prices to the extent they have been inf lated. 

Senator KERR. I n other words, the value of the dol lar is a re lat ive 
th ing? 

Secretary DILLON. Relat ive, t h a t is correct. 
Senator KERR. A n d another way to say tha t the dol lar is w o r t h 

less wou ld be to say tha t labor and commodit ies are w o r t h more? 
Secretary DILLON. T h a t is r igh t . 
Senator KERR. A n d you can say i t either w a y w i t h equal accuracy. 
Secretary DILLON. I t h i n k tha t is correct. 
Senator KERR. SO i f we want to restore the value of the 1933 dol lar, 

a l l Congress has to do is to pass the laws tha t wou ld b r ing about a 
s i tuat ion where labor and agr icu l tura l products and congressional 
salaries and al l other things for wh ich people pay money could be 
purchased b y people w i t h money at the same figures and at the same 
rates and at the same level at wh ich they were available to them i n 
1933? 

Secretary DILLON. A n d persuade the President to approve them. 
Senator KERR. Congress and the President together. 
S e c r e t a r y DILLON. Yes . 
Senator KERR. I f the people decided they wanted tha t done, al l 

they wou ld haveJto!do wou ld be to elect the Congress and the President 
t ha t could do that^fOr them? 
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Secretary DILLON. T h a t is correct. 
The CHAIRMAN. Senator Wi l l iams. 
Senator WILLIAMS. Car ry ing tha t to the extreme the other way, 

then the way to restore fu l l prosper i ty so tha t everybody wou ld be 
happy wou ld be to jus t do the direct opposite, wou ldn ' t i t achieve fu l l 
prosper i ty i f we were to double wages, double al l services, and cut the 
value of the dol lar one-half again? 

Secretary DILLON. N o t necessarily at all. 
Senator WILLIAMS. I agree no t any more than the proposals made 

b y the Senator f r om Oklahoma? 
Senator KERR. I wan t to correct the Senator f r om Delaware. I 

d id no t make a proposal. I don ' t wan t to pu t i t back to where you 
boys had i t i n 1933. The Senator f r o m Delaware said al l you have got 
to do is the opposite of the proposal b y the Senator f r o m Oklahoma, 
and the Senator f r o m Oklahoma d idn ' t make a proposal, he asked a 
question. A n d I wan t i t p la in t ha t I do no t wan t i t p u t back where 
they had i t when we had the pa r t y i n 1933. 

The CHAIRMAN. When Roosevelt came in to office i n 1933 the dol lar 
was 107. 

Senator WILLIAMS. YOU used the value of a dol lar in 1939. W h o 
was President dur ing tha t period? 

Secretary DILLON. F rank l i n D. Roosevelt. 
Senator WILLIAMS. A n d he was not considered such a react ionary, 

was he? 
Secretary DILLON. I don ' t t h i n k he was par t i cu la r ly react ionary. 
Senator WILLIAMS. NOW, M r . Secretary, the suggestion has been 

made tha t Congress is responsible for the expenditures, and tha t you 
merely finance the debt to raise the money to pay i t . I m igh t say 
tha t I 

Secretary DILLON. I t h i n k tha t is ent i re ly accurate as far as the 
Treasury Depar tment is concerned. The President, of course, shares 
the responsibi l i ty w i t h the Congress for appropriat ions, because he 
makes recommendations. 

Senator WILLIAMS. I am in agreement w i t h tha t , b u t I am jus t 
establishing tha t as a point . B u t i f i t is Congress' responsibi l i ty to 
act on these appropriat ions, then Congress must , as i t has been pointed 
out, accept the responsibi l i ty for hav ing appropr iated, authorized the 
expenditures of the money wh ich creates the $6 b i l l ion or $8 b i l l i on 
deficit wh ich you are going to have i n 1962 fiscal year, is tha t no t 
correct? 

Secretary DILLON. T h a t is correct. 
Senator WILLIAMS. A n d i f we have a deficit i n fiscal year 1963 i t 

w i l l result f rom expenditures wh ich are passed and approved b y the 
Congress dur ing the suggested 3 to 4 weeks here for your budgetary 
requests, is tha t correct? 

Secretary DILLON. T h a t is r igh t . 
Senator WILLIAMS. NOW, i f Congress does no t want the expendi-

tures tha t result i n this deficit, then we should cut those budgets b y 
10 percent, and we could save $8 b i l l ion or $9 b i l l ion, is tha t correct? 

Secretary DILLON. I f the expenditures estimates, wh ich are about 
$93 b i l l ion, were al l cut b y 10 percent, you save $9 bi l l ion. 

Senator WILLIAMS. Of course, you can' t cut al l of them, there is 
the interest on the debt and certain factors i n there wh ich bo th y o u 
and I realize cannot be cut. B u t b y a 10 percent cut on those i tems 
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i tems wh ich could be cut we could achieve a deficit reduct ion of $5 
b i l l ion to $6 b i l l ion, could we not? 

Secretary DILLON. Yes; i f you included defense i n tha t category. 
Senator WILLIAMS. NOW, to what extent wou ld you go along w i t h 

the Congress i n mak ing cuts i n the proposed budget for 1963? W o u l d 
y o u endorse Congress cu t t i ng some of these items? 

Secretary DILLON. Wel l , the President has made his recommenda-
tions, and those are the amounts tha t he has recommended. 

Senator WILLIAMS. I am aware of the President's recommendations. 
I am asking you, as Secretary of the Treasury, wou ld you recommend 
i t? 

Secretary DILLON. I was agreeable to tha t budget when i t was sub-
m i t ted , and we have to see how i t is handled as a whole. I t h i n k i t 
was a proper budget. 

Senator WILLIAMS. I repeat the question. W o u l d y o u endorse 
Congress mak ing any cuts i n the budget request for 1963? 

Senator MCCARTHY. M r . Chai rman, I don ' t t h i n k th is is a question 
to be asked of the Secretary of the Treasury. I t is no t his responsi-
b i l i t y . H e is here to test i fy , i t is a Presidential responsibi l i ty, he can 
wr i t e to his Congressman i f he wants to express his views, b u t I don ' t 
t h i n k he should be called on to make a statement on this. 

Senator WILLIAMS. I f i t is going to embarrass h i m I w i l l w i t hd raw 
the question, b u t he is the man t h a t is going to spend the money, and 
he seems to have some recommendations, and he was very f rank i n 
assessing the responsibi l i ty to Congress, and I agree w i t h h i m in t h a t 
assessment, bu t he must have some opin ion as to the wisdom of 
Congress i n appropr ia t ing the funds. B u t i f he does no t have an 
opin ion I w i l l d i rect m y question to the Budget Bureau D i rec tor , 
M r . Bel l . 

D o you t h i n k tha t Congress wou ld be responsible i f they made a 
few cuts i n the President's 1963 budget request, or do y o u t h i n k they 
should be enacted as proposed b y the President? 

M r . BELL. AS you indicated, i t is the responsibi l i ty of the Congress 
to reach i ts own decisions on these matters. As far as the decision of 
the President is concerned, b o t h the Secretary and I par t ic ipated i n 
i t as adviser to h im, his recommendations are before the Congress, 
and they stand as the President's recommendat ion. 

Senator WILLIAMS. A n d you are no t recommending any cut wha t -
ever? 

The CHAIRMAN. W i l l the Senator y ie ld at t h a t point? 
Senator WILLIAMS. Sure. 
T h e CHAIRMAN. The President i n his midyear budget rev iew last 

October 26 est imated revenue for the current fiscal year at $82.1 
b i l l ion, expenditures of $89 b i l l ion, and a defici t of $6.9 b i l l ion. I n 
his statement at t ha t t ime he to ld his Cabinet members and Depar t -
men t heads i t wou ld be necessary " t o defer or l i m i t increases i n m a n y 
programs wh ich i n more norma l t imes wou ld be thorough ly desirable, 
and to shi f t present staffs and resources to the m a x i m u m extent f r o m 
the lower p r i o r i t y wo rk to higher p r i o r i t y . " 

Is t ha t order s t i l l i n operation? 
M r . BELL. Y e s , s i r . 
The CHAIRMAN. W h a t has been the result of i t? H e said i t was 

necessary to defer a l i m i t increase i n m a n y programs, wh ich i n more 
norma l t imes wou ld be thorough ly desirable, and to sh i f t present 
staffs, and so fo r th . 
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M r . BELL. Th is was the po in t t h a t Senator Ke r r was asking about 
a few minutes ago, Senator. The figures wh ich appear in the midyear 
rev iew dated last October already reflected substantia] reduct ions i n 
the expenditures wh ich wou ld have been possible under the au tho r i t y 
enacted b y the Congress. So t ha t the expenditure estimate which 
you have jus t c i ted already reflected a number of impor tan t decisions 
of the k i n d you are jus t now referr ing to. Since t ha t t ime the Cabinet 
officers and agency heads have cont inued under the in junc t ion t ha t 
you have quoted, and the expenditures in m a n y cases wh ich have, i n 
fact , been made or are being made dur ing th is fiscal year are ref lect ing 
improvement i n efficiency, and deferrals of act iv i t ies where tha t can 
be done appropr iate ly , i n the judgment of the Cabinet officers and 
agency heads concerned. As I indicated i n m y own earlier statements, 
the present figures are about a b i l l ion dollars less bo th on receipts and 
on expenditures than the ones you have jus t cited, leaving the net 
balance at about $7 b i l l ion of ant ic ipated deficit. 

The CHAIRMAN. Th is statement said the deficit wou ld be $6.9 
bi l l ion. Has t ha t been changed? 

M r . BELL. The January figure, I believe, was almost exact ly $7 
bi l l ion. 

The CHAIRMAN. W h a t I am asking is, the order in wh ich the Presi-
dent indicated t h a t i t wou ld be necessary to defer or l i m i t increases i n 
the m a n y programs, and so fo r th , t ha t is s t i l l i n existence? 

M r . BELL. I t i s , s i r . 
The CHAIRMAN. NOW, i n v iew of your present estimate of the deficit 

on Saturday, June 30, M r . Budget D i rec tor , how much expenditure 
or reduct ion has resulted f r om tha t order? 

I don ' t expect you to answer t ha t offhand. W e w i l l have to recess 
now un t i l 2 o'clock, i f t ha t suits you. 

M r . BELL. I already gave par t of t h a t answer to Senator Ke r r . 
Before the or ig inal estimate of $88,985 m i l l i on was made, there had 
already been a reduct ion in the neighborhood of a b i l l ion dollars. 

The CHAIRMAN. Be prepared to answer these questions which I 
hand you when you come back at 2 o'clock, i f y o u can. I am sorry 
we have to make i t at 2, b u t the Ways and Means Commi t tee wants 
to have a conference on the tax b i l l . 

The commit tee w i l l recess un t i l 2 o'clock. 
(Whereupon, a t 12:35 p.m., the commit tee recessed, to reconvene 

a t 2 p.m. the same day.) 

AFTERNOON SESSION 

The CHAIRMAN. The commit tee w i l l come to order. 
Senator Wi l l iams? 

STATEMENTS OF DOUGLAS C. DILLON, SECRETARY OF THE 
TREASURY, AND DAVID E. BELL, DIRECTOR OF THE BUREAU 
OF THE BUDGET—Resumed 

M r . BELL. Senator, the chai rman asked me a question just before 
we broke for lunch. 

The CHAIRMAN. Suppose you read the reply. Is tha t the i nqu i r y 
I made? 

M r . BELL. Th is is the i n q u i r y ; yes, sir. 
85845—102 6 
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The CHAIRMAN. A l l r i gh t , read i t . 
M r . BELL. The chai rman quoted f r o m the President's m idyear 

budget review of last October and asked how much expenditure 
resulted f r om the President's ins t ruct ion then tha t each agency head 
should defer or l i m i t increases so far as he could. 

I started to say, jus t as we broke up, the reduct ions wh ich were made 
i n response to the President's ins t ruc t ion were reflected in the figures 
made publ ic i n October, and the amount of the reduct ion is rough ly 
i n the neighborhood of $1 b i l l ion, so tha t had the President's ins t ruc-
t ions no t been issued and fol lowed, the budget defici t predicted at t ha t 
t ime wou ld have been i n the neighborhood of $8 b i l l ion instead of i n 
the neighborhood of $7 b i l l ion as i t was. 

The question t ha t the Senator asked went on to inqui re whether 
the President's instruct ions of last fa l l are s t i l l i n effect. 

They most cer ta in ly are. 
D u r i n g the fiscal year 1962, i t has been the cont inuous responsi-

b i l i t y of the Cabinet officers and agency heads to carry ou t the 
President's desire t h a t they defer less impo r tan t act iv i t ies wherever 
they can and improve the efficiency of their act iv i t ies. 

I have one or two i l lust rat ions t ha t m igh t be of interest to the 
commit tee. 

D u r i n g the present fiscal year, for example, i t has been found 
possible for the Defense Depar tmen t to revise i ts requirements f o r 
av ia t ion spare parts, and the net saving, as a result of this, is on the 
order of over $100 mi l l ion. 

Th is saving dur ing the present year was taken in to account and a 
good pa r t of i t resulted i n reducing supplemental appropr iat ions tha t 
otherwise wou ld have been necessary—for example, for the atomic 
test ing program. 

Moreover , also i n the Defense Depar tmen t a new central ized supp ly 
and procurement agency has been established, the Defense Supp ly 
Agency, wh ich is expected to make substant ia l savings i n the supply 
operations of the Defense Depar tment , as Senator Douglas is very 
we l l aware, and we w i l l be reflect ing these savings, have already 
reflected some of them in the 1963 budget. 

A n d , as they occur, we w i l l be alert to take advantage of t hem 
dur ing the execution of the 1963 budget. 

The Senator's question also asked how the order was fo l lowed up, 
the President's order was fo l lowed up, af ter i t was made. 

I t h i n k the general po in t can be made tha t we fol lowed i t up at 
t h a t t ime most intensively by thoroughgoing discussions w i t h each 
agency of their plans for the fiscal year 1962. We w i l l do the same 
th ing again after the Congress has completed act ion on the 1963 
budget, to make sure tha t , as the spending program is actual ly carr ied 
ou t dur ing the fiscal year 1963, the President's instruct ions are going 
to be fol lowed. 

Does this respond to the question, M r . Chairman? 
T h e CHAIRMAN. T h a n k y o u . 
Senator Wi l l iams? 
Senator WILLIAMS. M r . Bel l , i n submi t t ing the budget for fiscal 

year 1962 as submi t ted i n January 1961 
M r . BELL. Yes , s i r? 
Senator WILLIAMS (cont inuing). W h a t were the est imated budget 

receipts and the est imated expenditures as reported to the Congress 
i n tha t first budget? 
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M r . BELL. I n J a n u a r y of 1961? 
Senator WILLIAMS. 1961, as submi t ted for fiscal year 1962. 
M r . BELL. AS submi t ted b y President Eisenhower? 
Senator WILLIAMS. Wel l , both. 
I was going to ask you the quest ion b o t h as submi t ted b y President 

Eisenhower and as submi t ted by President Kennedy. 
M r . BELL. AS submi t ted on January 16, 1961, the est imated to ta l 

receipts for the fiscal year 1962 were $82.3 b i l l ion, and est imated 
expenditures were $80,865 b i l l ion, $80.9 b i l l ion. 

Senator WILLIAMS. W h a t were the same figures i n the budget as 
submi t ted b y President Kennedy for t ha t same fiscal year? 

M r . BELL. President Kennedy submi t ted a series of proposals which 
d id no t const i tute a completely revised budget document. 

Senator WILLIAMS. YOU wou ld no t have comparable figures, then, 
for tha t , is t ha t correct? 

M r . BELL. Wel l , I can give you figures. They were summarized 
at two or three di f ferent t imes. 

Senator WILLIAMS. I w i l l d i rect m y question i n th is way, then : 
W h a t was the actual receipts for fiscal year 1962? 
M r . BELL. Of course, the actual figures, we are s t i l l 1 week f r om 

the end of the year 
Senator WILLIAMS. T h a t is r igh t , b u t you should have them 

reasonably close. 
M r . BELL. T h a t is r igh t . 
Senator WILLIAMS. W h a t are they? 
M r . BELL. The current estimate for receipts i n the present fiscal 

year is about 81, a l i t t l e over $81 b i l l ion, Senator. 
Senator WILLIAMS. A l i t t l e over 81? 
M r . BELL. Y e s , s i r . 
Senator WILLIAMS. Receipts were down about 1.3 b i l l ion less t han 

the estimate then, is t ha t correct? 
M r . BELL. Yes, s i r ; t ha t is r ight . 
Senator WILLIAMS. T h a t is the estimate. 
M r . BELL. A b o u t $1 b i l l ion, Senator. I am no t g iv ing i t exactly. 

I do no t have figures before me tha t are precise to the $100 mi l l ion. 
Senator WILLIAMS. For fiscal 1962, receipts are expected to be 

about $1 b i l l ion less than the or ig inal estimate? 
M r . BELL. Yes, sir ; t ha t is correct. 
Senator WILLIAMS. NOW, the expenditures as recommended in the 

first budget were how much? 
M r . BELL. They were about $81 b i l l ion, and they are now est imated 

at about $88 bi l l ion. 
Senator WILLIAMS. A b o u t $88 bi l l ion. 
I n other words, the receipts were about $1 b i l l ion less than the 

or ig inal estimate, and, to tha t extent, $1 b i l l ion of the deficit would 
be accounted for b y less income than had been ant ic ipated? 

M r . BELL. Y e s , s i r . 
Senator WILLIAMS. A n d the expenditures were about $7 bi l l ion 

higher, and $7 b i l l ion of whatever the deficit m a y be w i l l be as a result 
of the increased expenditures dur ing fiscal 1962; is t ha t correct? 

M r . BELL. T h a t does not add up r ight , Senator, because the deficit 
is only $7 b i l l ion. 

Secretary DILLON. The or ig inal document proposed a surplus. 
S e n a t o r WILLIAMS. Yes . 
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M r . BELL. Y e s . 
Senator WILLIAMS. I n other words, expenditures had been increased 

$7 b i l l ion over the or ig inal estimate? 
M r . BELL. Y e s , s i r . 
Senator WILLIAMS. A n d the income has dropped about $1 bi l l ion? 
M r . BELL. R i g h t . 
Senator WILLIAMS. I po in t t h a t out to conf i rm wha t was said 

earl ier: 
T h a t this deficit w i t h wh ich we are going to be confronted here on 

June the 30th results largely f r om increased expenditures dur ing the 
past 12 months rather than f rom a reduct ion or an o veres t i m at ion of 
revenue. 

M r . BELL. T h a t is r igh t . 
I t is, of course, t rue, Senator, as y o u know, t ha t the t o t a l vo lume 

of business, of income, of p roduct ion i n the economy w i l l be affected 
or has been affected dur ing this year b y the Federal budget, and, inso-
far as the recovery has been s t imula ted b y the planned defici t i n the 
Federal budget, the receipts of the Government are substant ia l ly 
higher than they wou ld otherwise have been. 

B u t this is an ind i rect effect th rough the impac t of the budget on 
the economy. 

Senator WILLIAMS. YOU used the w o r d i n tha t statement, a 
"p lanned def ic i t . " 

M r . BELL. Y e s , s i r . 
Senator WILLIAMS. DO I understand t ha t this defici t w i t h wh ich we 

are now being confronted was del iberately p lanned and something 
t ha t y o u no t on ly ant ic ipated b u t t ha t y o u p lanned for this deficit? 

M r . BELL. Y e s , s i r . 
A defici t was planned for the fiscal year 1962 del iberately as an ant i -

recession measure jus t as the deficit i n 1959 was planned as an ant i -
recession measure at t ha t t ime. 

Senator WILLIAMS. I disagree w i t h the 1959 planned defici t . B u t 
am I correct i n m y understanding tha t the $1.5 b i l l i on surplus wh ich 
was est imated i n the or ig inal budget was del iberately done away w i t h 
and, i n tu rn , converted in to this $7 b i l l ion defici t , del iberately and as 
a pa r t of a planned program? 

M r . BELL. T h e a n t i c i p a t e d 
S e n a t o r WILLIAMS. M a y I ask : 
Is t h a t w h a t y o u 
M r . BELL. I a m a n s w e r i n g y o u , s i r . 
The ant ic ipated surplus, as presented i n the January 1961 budget , 

tu rned ou t on close examinat ion no t to have been a real one, bu t , as 
we assessed the ma t te r i n M a r c h of tha t year, i t was p la in t ha t there 
wou ld have been no surplus, had there been no change i n the expendi-
ture program. 

Senator WILLIAMS. T h a t is r igh t . 
M r . BELL. SO t ha t the accurate statement of the budget, as best 

we could estimate i t i n M a r c h , showed tha t there would , i n fact , 
have been a defici t under any circumstances. 

B u t i t wou ld have been a smal l one. 
A n d the addi t ions on the expenditure side were made del iberately 

and proposed b y President Kennedy because he considered tha t a 
number of Government programs needed to be increased and carr ied 
ou t a t h igher levels, no tab ly defense, space, and var ious others. 
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Now, had the economy been in a strong posi t ion and the President 
had fe l t i t necessary, as he did, to recommend higher expenditures, 
obviously he wou ld then have been impel led to recommend addi t iona l 
taxes to cover those higher expenditures. 

Since the economy, however, was i n a weak posi t ion—indeed, we 
were at the b o t t o m of a recession i n February of 1961—the President 
considered tha t i t was proper and wise fiscal po l icy no t to propose 
addi t ional taxes to cover the addi t ional expenditures wh ich he re-
garded as necessary to meet the country 's needs. 

I n tha t sense, i t is ent i re ly correct, i n m y opinion, to say t ha t the 
President accepted the desirabi l i ty of a deficit under those c i rcum-
stances, being i n a recession and considering t ha t expenditure in -
creases were proper and appropr iate to meet the needs of the count ry . 

Th is is wrhat I meant b y the phrase, the shor thand phrase, " a planned 
def ic i t . " 

Senator WILLIAMS. AS a result of this p lanned deficit dur ing the 
past 12 months tha t is behind us, and look ing backward, do you t h i n k 
i t has been a great achievement, do you t h i n k our economy is bouncing 
along better, as a result of this planned deficit , or do you t h i n k i t has 
slipped? 

M r . BELL. The economy has come back very s t rongly f r o m the 
recession low of February 1961. 

The figures, the quar ter ly figures of the increase i n gross nat iona l 
product are very impressive. 

W e were at about $500 b i l l i on annual rate i n the f i rst quar ter of 
calendar 1961, gross nat iona l product . 

The second quarter figures for the present calendar year t h a t w i l l 
be available i n a week or so w i l l p robab ly show an annual rate between 
$550 b i l l ion to $560 b i l l ion, and this is a very sharp recovery f r o m the 
recession wh ich was i n effect when the President came in. 

I certa in ly wou ld no t argue tha t the deficit i n the budget has been 
the on ly cont r ibu tor to the substant ia l recovery t ha t has occurred, 
b u t I wou ld say t ha t i t d id help; i t was proper under those c i rcum-
stances to r u n a deficit , i f i t was necessary, as the President believed 
and as the Congress concurred, to increase expenditures. 

Senator WILLIAMS. I n the face of this substant ia l improvement to 
wh ich you refer and this booming economy, how do you associate 
t ha t w i t h wha t is happening i n the stock marke t today? 

M r . BELL. I am certa in ly no expert on the stock market , Senator. 
Senator WILLIAMS. Wel l , as an expert on finances? 
M r . BELL. I t has been m y understanding tha t the pr inc ipa l ex-

p lanat ion given b y everyone, well, b y most of the people who wa tch 
these mat ters closely i n New Y o r k as wel l as i n Washington, is tha t 
the stock marke t values were at an undu ly h igh level. 

Stocks were 20 to 25 times their earnings, and these are levels 
wh ich could on ly be sustained were there the ant ic ipat ion of in f la t ion, 
of cont inuous rises in the price level i n the economy. 

As i t became clear tha t there was no t going to be a cont inu ing in-
f lat ion, i t was necessary, i t was on ly na tura l tha t the stock prices 
faced a readjustment . 

Th is is obviously not an explanat ion as to w h y they fel l by a cer-
ta in amount on any par t icu lar day, bu t this is cer ta in ly a signif icant 
element i n explain ing why there lias been a substant ia l drop since 
the levels of last fal l . 
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Senator WILLIAMS. AS one who understands the reasonableness 
of your explanat ion and cer ta in ly cannot quest ion i t , b u t wha t dis-
turbs me is m y recol lect ion of 1929 when Herber t Hoover said the 
same th ing. 

M r . BELL. I have no t looked up wha t M r . Hoover said i n 1929. 
Senator WILLIAMS. I w i l l no t push tha t , b u t I t h i n k we got the 

same explanations, and I do no t know about the condit ions, b u t t ha t 
the marke t was too h igh and tha t i t had to have an ad justment . 

M r . BELL. I take i t we bo th hope t ha t wha t fo l lowed then w i l l no t 
fo l low now. 

Senator WILLIAMS. I am no t suggesting t ha t i t would, b u t I am 
suggesting tha t tha t is p re t t y much the same explanat ion. 

I n your speech, M r . Be l l—and perhaps the mora l of this is we should 
no t make too many speeches, b u t we al l l is ten to t h e m — I am going 
to quote: 

Today there is an equally clear consensus tha t balancing the budget each year 
is not the proper standard to follow. 

N o w , do y o u t h i n k there is any th ing improper about a s tandard of 
t r y i n g to balance the Federal budget? 

M r . BELL. " E a c h y e a r / ' sir, are the keywords i n t ha t sentence. 
Senator WILLIAMS. W h i c h year wou ld y o u propose t ha t we do 

balance the budget? 
Y o u proposed i t last year? Y o u had a planned defici t , sir. 
N o w , i n the projected next year, do y o u suggest we should balance 

the budget next year, or do you t h i n k we ought to have a defici t i n 
fiscal year 1961? 

M r . BELL. 1963, sir? 
Senator WILLIAMS. 1963, I mean. 
M r . BELL. The budget t ha t the President presented i n January 

was a balanced budget on the assumption t h a t the economy wou ld 
rise, as Secretary D i l l o n said this morn ing, to a level of f u l l employ-
m e n t defined as 4 percent unemployment b y the end of the fiscal 
year. 

I f t ha t , i n fact , is wha t happens, we w i l l have a balanced budget 
i n the fiscal year 1963. 

I t h i n k we wou ld go fu r ther and say t ha t i n a year i n wh ich we have 
4 percent unemployment or less th roughout the budget year, we 
wou ld t h i nk tha t i t wou ld be desirable to budget for a substant ia l 
surplus, no t s imp ly for a balance, Senator. 

I t h i n k t ha t is the basic answer to your question. 
Senator WILLIAMS. YOU wou ld recommend a surplus be created 

on l y i n years i n wh ich y o u have a 4 percent or less unemployment? 
M r . BELL. I n wh ich we have h igh employment b o t h of the w o r k 

force and of the country 's indust r ia l capaci ty. There are add i t iona l 
circumstances wh ich wou ld have to be taken in to account, depending 
on the circumstances of the t ime. 

Fo r i l lus t ra t ion, r igh t af ter W o r l d W a r I I the budget, b y and large, 
was p lanned for surpluses, and surpluses were achieved i n most of 
M r . T ruman ' s years, as y o u w i l l recall. B u t the surpluses were no t 
large enough to offset the very great accumulat ion of l i qu i d purchasing 
power wh ich had been created dur ing the war, and, i n consequence, 
those were years of budget surpluses bu t also years of price in f la t ion. 

I n consequence, I wou ld t h i nk , look ing back, t ha t the po l icy I have 
suggested here wou ld have called for substant ia l surpluses i n the 
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budget i n a per iod l ike tha t , even i f the unemployment was not abso-
lu te ly at 4 percent. 

Senator WILLIAMS. Us ing t ha t as a yardst ick , i n how m a n y years 
since 1900 wou ld we have had a balanced budget dur ing peacetime 
i f we del iberately unbalanced the budget i n every year i n wh ich there 
was an unemployment rate higher than 4 percent? 

M r . BELL. I wou ld be glad to check the figures. 
Senator WILLIAMS. W o u l d y o u furn ish t ha t for the record? I 

wou ld be interested. 
M r . BELL. Y e s . 
(The in fo rmat ion requested fol lows:) 
The Bureau of Labor Statist ics series of unemp loyment stat ist ics starts i n 1929. 

Since then, the peacetime calendar years dur ing wh i ch unemployment was 4 per-
cent or less were: 1929, 1946, 1947, 1948, 1951, 1952, and 1953, a t o t a l of 7 years. 
I n addi t ion, unemployment was below 4 percent dur ing the war years 1943, 1944, 
and 1945. Moreover , unemployment was between 4 and 5 percent i n the war-
t i m e year 1942 and the peacetime years 1955, 1956, and 1957. 

M r . BELL. On the other hand, I want i t to be clear tha t I am not 
suggesting qui te such a r ig id standard as you have jus t indicated. 

Senator WILLIAMS. NO; I am no t suggesting i t . Y o u have sug-
gested i t . 

M r . BELL. R igh t . I do not suggest t ha t the question of surplus 
or deficit can be sett led s imply b y look ing at the ant ic ipated rate of 
unemployment . As for the past h is tory of unemployment , we can 
check the figures. W e w i l l be glad to do so and p u t them in the record. 

Senator WILLIAMS. I was jus t wonder ing i f we d id use t h a t — n o w , 
i n your statement, you also s ta te—— 

M r . BELL. M a y I add one po in t about that? 
S e n a t o r WILLIAMS. S u r e . 
M r . BELL. I t h i n k i t wou ld be of interest to note tha t in recent 

years, i f I can find m y copy of economic indicators here, the unem-
p loyment rate has been i n the neighborhood of 4 percent i n 1955, 
1956, 1957. 

I t has not been tha t low since 1957, b u t 4 percent unemployment 
is not unusua l—that is to say, we certa in ly have had many years i n 
wh ich tha t level of unemployment has been reached. 

Senator WILLIAMS. I realize tha t , b u t I jus t wondered i f you wou ld 
furn ish tha t in format ion. 

M r . BELL. R i g h t . 
Senator WILLIAMS. NOW, i n your statement fu r ther you said, and 

I am quot ing : 
The recovery topped out too soon. 

I w i l l go back : 
This is apparent ly exact ly wha t happened i n 1959 and 1960. Here, again, 

A r t h u r Burns and Wal ter Hel ler agree the recovery f r o m the 1957-58 recession 
sput tered and came to a stop before f u l l employment and f u l l capaci ty was reached. 
The recovery topped out too soon, and the decision to balance the 1960 budget, 
i n retrospect, seems clearly to have been one of the factors t h a t led to the abor t ive 
recovery and the subsequent d o w n t u r n i n the spr ing of 1960. 

Now, do I understand you figured tha t balancing the budget i n 
1960 was a wrong step and i t should have been unbalanced at tha t 
t ime? 

M r . BELL. T h a t is the conclusion tha t A r t h u r Burns and Wal te r 
Hel ler wou ld agree on. 
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Senator WILLIAMS. T h a t is y o u r — — 
M r . BELL. W e l l , y o u k n o w 
Senator WILLIAMS. I am asking you for your opinion. 
M r . BELL. Insofar as I understand the problem, Senator, I t h i n k 

t ha t is correct. 
I am, however, re ly ing on the judgment of people l ike Burns and 

Hel ler , who have studied the mat te r more closely than I have. 
Senator WILLIAMS. Then you said that there were "posi t ive benefits 

f r o m a Federal deficit i n a recession." 
M r . BELL. I n a r e c e s s i o n , r i g h t . 
Senator WILLIAMS ( reading): 
Such a deficit can assist i n expanding purchasing power and emp loyment 

w i t h o u t leading to in f la t ion, witness the $12 b i l l ion def ic i t i n fiscal 1959 or the $7 
b i l l i on defici t i n the present fiscal year, nei ther of wh ich has been accompanied 
by any signi f icant in f la t ionary pressure. 

M r . BELL. R i g h t . 
Senator WILLIAMS. DO you t h i nk the $12 b i l l ion deficit i n 1959 and 

the $7 b i l l ion deficit wh ich we are just going to end up w i t h for fiscal 
1962 is a blessing? 

A i r . BELL. I t h i nk I wou ld rather regard them, Senator, as a 
necessary evil. 

I do not t h ink any of us l ike deficits. I t h i n k the argument I have 
made here is tha t they can have some beneficial effects in a recession. 

I wou ld t h i nk tha t our object ive should be to t r y to avoid ge t t ing 
in to recessions. I f we do tha t , then we do not face the quest ion of 
whether we have to have recessions—I mean deficits, and we obviously 
wou ld prefer not to be faced w i t h tha t k i n d of a s i tuat ion. 

I f we avoid the recessions, we can and should avoid the deficits. 
Senator WILLIAMS. I agree w i t h you on tha t po in t , b u t wha t I am 

at a loss to understand, though, is: We are confronted w i t h a si tua-
t ion here on June 30, 1962, in wh ich we have the deficit and a pros-
pect ive recession bo th together. 

N o w the deficit, the planned deficit for the last fiscal year, appar-
en t l y d id no t achieve i ts object ive. Was i t too smal l a deficit? 

D o you th ink , i n look ing back, in retrospect, i t should have been 
double? 

M r . BELL. Senator, I personally do no t t h i n k we have the evidence 
at hand as yet to answer t ha t question. Our assumption as to wha t 
was going to happen in the economy dur ing the present calendar year 
inc luded a number of di f ferent aspects, a certain effect f r o m the level 
of expenditures and taxat ion of the Federal Government , and another 
par t , p robab ly the most signif icant par t of the change in the economy, 
the g r o w t h of the economy, wh ich we expected wou ld have resulted 
f r o m a very strong p ickup i n pr iva te investment. 

We have had a p ickup i n pr iva te investment as compared w i t h 
calendar 1961, b u t i t has no t been as large as we had hoped. Th is 
is, I t h i nk , the most signif icant difference between the economic cir-
cumstances tha t we projected i n January and the circumstances as 
they have actual ly developed th rough the year thus far. 

I do no t know, I do no t have the data in f ron t of me to analyze the 
reason for the fact t ha t indust r ia l investment has no t risen as m u c h 
over last year as we hoped t ha t i t would. 

There m a y be other elements i n the economy wh ich w i l l pe r fo rm 
bet ter than we had expected i n January and wh ich wou ld make up 
for t h a t difference in the out look. 
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A l l of us, I th ink , are looking, are expecting to keep examining these 
questions as the economic indicators of the present fiscal year become 
clearer week b y week, as we go along. 

I f at any stage i t appears t ha t a di f ferent economic and fiscal po l icy 
seems desirable, why , i t wou ld be our responsibi l i ty to recommend 
t h a t to the President. 

Senator WILLIAMS. T h a n k you. 
I w i l l no t pursue this fur ther . The chai rman p re t t y wel l covered 

the next question I have to ask. I w i l l merely ask i t to p u t i t i n the 
record. 

I n speaking of the m a n y di f ferent types of budgets, the methods 
of comput ing the budgets, i f I understood your answer to the chair-
man's question correct ly, you said there is no plan, nor any thought 
on the par t of the admin is t ra t ion, to change f rom the admin is t ra t ive 
budget as i t has been reported to the Congress, is tha t correct? 

M r . BELL. NO, s i r . 
I t h i nk our essential po in t is t ha t there are di f ferent questions to be 

asked; there are di f ferent issues of fiscal pol icy to be faced. 
Some of them are best answered b y using the admin is t ra t ive budget 

figures, some are bet ter answered b y using the cash statement or the 
nat iona l income account figures. 

Consequently, we have regarded the provis ion of these other k inds 
of figures, i n add i t ion to those of the admin is t ra t ive budget, to be a 
cont r ibu t ion to the facts avai lable for po l icymak ing and no t as a 
step toward e l iminat ing the admin is t ra t ive budget figures and 
replacing them w i t h any of these others. 

Senator WILLIAMS. I t h i n k i t is wel l to pu t those other figures i n 
for comparison, for s tudy, for use i n mak ing your plans. 

M r . BELL. R i g h t . 
Senator WILLIAMS. B u t when i t comes to the actual account ing 

system, the question of expenditures and receipts, and the question 
of our nat ional debt and financing the nat iona l debt , as I understand 
i t , you are going to continue to use the admin is t ra t ive budget as the 
best method, is tha t correct? 

M r . BELL. Wel l , we believe tha t those are the best figures for cer-
ta in purposes. 

They are the best figures to relate to the changes i n the nat ional 
debt, 

They are the best figures to relate to the actions taken b y the 
Congress on spending au tho r i t y i n a normal year th rough the appro-
pr iat ions process. 

They are the best figures for contro l purposes w i t h i n the executive 
branch for the spending programs of the dif ferent agencies. 

They are not the best figures when one wishes to t r y to analyze the 
impact of Federal financial transactions on the economy. 

A l l the economists of either pa r t y agree tha t for tha t purpose the 
nat iona l income accounts present better figures, more useful figures, 
figures wh ich w i l l give us a better guide. So tha t i t is our effort to 
provide the account ing in fo rmat ion wh ich w i l l be most construct ive 
for whatever the purpose is tha t is to be served at a given po in t i n 
t ime. 

Whichever the questions are, we wan t to be able to have the ac-
counts and the figures available t ha t w i l l enable i t to be answered 
most in te l l igent ly . 
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Senator WILLIAMS. I recognize tha t each of these reports can serve 
i ts useful purpose. 

M r . BELL. R i g h t . 
Senator WILLIAMS. B u t the reason tha t p rompted m y question, 

again, was again reading you r speech, and I am quot ing: 
The administrative budget, the set of figures normally discussed in Congress 

and in the press, is badly incomplete, misleading in thinking, and a confusing 
conglomeration of different kinds of activities. 

N o w , i f i t is you r opin ion t ha t the admin is t ra t ive budget is mis-
leading, incomplete, and a confusing conglomerat ion of d i f ferent 
act iv i t ies, how do y o u t h i n k the Congress is going to make any sense 
ou t of i t when you submi t i t to us? 

M r . BELL. We hope tha t we can augment the admin is t ra t ive budget 
figures b y add i t iona l figures wh ich correct those deficiencies. 

I f the Congress wou ld prefer tha t we correct them b y other means, 
b y a l ter ing the admin is t ra t ive budget, t ha t wou ld be another w a y to 
do i t . 

Th i s is no t our proposal. 
Senator WILLIAMS. NO. 
M r . BELL. SO far as the admin is t ra t ive budget being misleading i n 

t im ing , wh ich I t h i n k is one of the points tha t is made there, we do 
expect to prov ide figures on an accrual basis which, as any corporat ion 
knows, are bet ter figures to use for many purposes than cash figures, 
the t yp ica l figures i n wh ich the admin is t ra t ive budget has been pre-
sented i n the past. 

So far as the admin is t ra t ive budget is, as I ind icated there, a 
conglomerat ion of d i f ferent k inds of act iv i t ies, I t h i n k i t is our respon-
s ib i l i t y to make p la in w h a t is included i n i t , how much of the budget 
represents current out lays for goods and services, how much of it-
represents capi ta l expenditures of one k ind or another, how much of 
i t represents loans and so on, so tha t i f we make p la in w h a t is inc luded 
i n the admin is t ra t ive budget, rather than regarding i t as a un i f o rm 
set of data, then I t h i n k this w i l l improve the usefulness of the figures 
to those who mus t act on i t . 

I t is misleading, as I indicated, i t wou ld be misleading i f i t were 
regarded as a good ind icator of the impac t of the Federal budget on 
the economy. 

I n t h a t sense, the Federal budget is no t a good set of figures at a l l . 
There are at least two sets of figures wh ich are bet ter . 

So i t seems to me the desirable func t ion of the Budget Bureau is to 
present the record of the Government 's plans and actions i n financial 
terms so organized as to serve the purposes of those who mus t make 
po l icy decisions based on the figures. 

Senator WILLIAMS. I appreciate tha t and I appreciate your ef for t t o 
do so. 

I was only d is turbed tha t af ter receiving your budget and s tudy ing 
i t a l i t t l e b i t , to read where you used such strong adject ives in describ-
ing t h a t wh ich y o u submi t ted to us. 

N o w , one other question: 
The interest of the nat iona l debt, one of the b ig i tems i n the budget 

is the interest on the debt? 
M r . BELL. Y e s , s i r . 
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Senator WILLIAMS. W h a t was the interest on the debt i n fiscal 
year 1962? H o w much interest d id we pay? 

Secretary DILLON. Fiscal year 1962 is th is year. 
Senator WILLIAMS. T h a t is th is year. A n d fiscal year 1961? 
Secretary DILLON. I t w i l l be about $9 b i l l ion. 
Senator WILLIAMS. $9 b i l l ion th is year? 
S e c r e t a r y DILLON. Y e s . 
Senator WILLIAMS. Fiscal year 1962. 
W h a t w i l l i t be i n fiscal year 1963? 
M r . BELL. A b o u t $9.4 b i l l ion. 
Secretary DILLON. $9.4 b i l l i on was the figure for the 1963 estimate. 
Senator WILLIAMS. Yes. Wel l , I not iced i n your budget y o u sug-

gested tha t about hal f of t ha t increase was to take care of the increased 
debt wh ich is as a result of th is deficit and the other half is to take 
care of the higher rates of interest on the obl igat ions t h a t have been 
issued recent ly. 

I pu t t ha t i n the record because we heard a l o t said about the h igh-
interest policies once before, and I guess we are going back to pay ing 
more real ist ic interest rates on the marke t . 

Y o u find, as d id your predecessor, I guess, M r . Secretary, t ha t when 
y o u borrow money, you have to pay the going rate of interest as i t is 
demanded i n the marketplace, is t ha t no t correct? 

Secretary DILLON. T h a t is cer ta in ly wha t the Treasury has to do. 
The going rate of money in the marketplace is somewhat inf luenced 

b y the credit policies, monetary policies of the Government as set b y 
the Federal Reserve System. B u t the Treasury, when i t borrows 
money in the marke t , can on ly pay the going rate, Senator. 

Senator WILLIAMS. DO I understand t ha t the Federal Reserve is 
raising the interest rates del iberately at this t ime? 

Secretary DILLON. The Federal Reserve System has been keeping 
credi t f u l l y avai lable on a very generous basis so far , and is cont inu ing 
to do so as long as there is unemployment and as long as our manu-
fac tur ing capaci ty is no t being used to the f u l l extent. 

However , at the same t ime i t has an equal ly impo r tan t d u t y to help 
preserve our gold stock, and on tha t side i t has been operat ing to see 
t h a t the shor t - te rm interest dif ferentials stay reasonably in l ine. 

A t present, as of today, there is a smal l advantage to buy B r i t i s h 
Treasury bi l ls as compared to U.S. bi l ls b y about less than two- tenths 
of 1 percent. 

T h a t is no t signif icant and money does no t sh i f t w i t h t ha t na r row 
a marg in , b u t i f t ha t marg in wou ld rise to as much as one-half of 1 
percent, there wou ld be substant ia l shifts. 

So tha t has to be constant ly borne i n m ind . 
Senator WILLIAMS. Speaking of gold, th is morn ing, I th ink , y o u 

referred to the fact t ha t we had lost about $2.5 b i l l ion i n gold last 
year as a result of the Amer ican cap i ta l for investment i n plants 
abroad, was i t , or wha t was that? 

Secretary DILLON. NO. 
I said there was about $2.5 b i l l ion tha t was invested abroad. T h a t 

was one of the i tems enter ing in to our overal l balance of payments 
deficit. 

Senator WILLIAMS. Yes; I understand. 
Secretary DILLON. W h i c h also happened to be about $2.5 bi l l ion. 
B u t cer ta in ly you cannot pu t too much weight on tha t one i tem? 
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Senator WILLIAMS. Oh, no. I d id no t in tend i t tha t way. 
Secretary DILLON. NOW, the gold loss was on ly about $850 mi l l ion . 
Senator WILLIAMS. I d id understand tha t you had placed some 

emphasis on tha t po int . 
Secretary DILLON. NO. 
Senator WILLIAMS. The reason I brought tha t up and raised the 

question, how much d id we receive in dividends f rom these invest-
ments, f r om our Amer ican investments abroad? 

Secretary DILLON. Last year I t h i nk we received about $3 b i l l ion. 
Senator WILLIAMS. A b o u t $3 bi l l ion? 
Secretary DILLON. M a y b e a l i t t l e over. 
Sentor WILLIAMS. A net gain of about $500 mi l l ion. 
M r . Secretary, are you going to recommend a tax cut at any t ime 

i n the near future? 
Secretary DILLON. We have stated m a n y a t ime, for the last year 

and a quarter, t ha t we intended to submi t a tax re form program for 
act ion early in 1963. Par t of tha t , I have stated, I t h i nk in answer to 
questions of yours at other hearings, wou ld be an overal l res t ruc tur ing 
of the income tax rates. 

I have stated t ha t res t ructur ing is reduct ion as far as the income 
tax rates are concerned, and tha t we intended to broaden the base to 
recoup those funds in whole or i n par t . 

The President has since then indicated t ha t the amount to be re-
couped in this program w i l l no t be as large as the reduct ion. 

The 1959-60 experience and again this t ime shows t ha t our tax 
burden, the way i t happens to impinge on ind iv iduals and corpora-
t ions, is too heavy and acts as a brake against our economy mov ing 
toward f u l l employment . 

So t ha t is one of the ma jo r reasons we wish to reduce i t up and 
down the l ine, and I t h i n k tha t is general ly accepted now in business 
circles and among economists and i n foreign government circles as 
being a wor thwh i le object ive. 

Senator WILLIAMS. The reason I asked the question was to see 
whether your plans have mater ial ized any fu r ther than they were as 
compared w i t h the last test imony. 

Secretary DILLON. NO; jus t the same. 
Senator WILLIAMS. DO y o u have any idea when schedule F w i l l be 

available? 
Secretary DILLON. The President announced at one of his press 

conferences tha t i t wou ld be available, I t h ink , i n 30 days, and at 
another he said on Ju l y 6. We are work ing very hard to l ive up to 
t h a t date, and I t h i n k we w i l l make i t . 

Senator WILLIAMS. T h a n k you. 
T h a t is all. 
The CHAIRMAN. Senator Douglas? 
Senator DOUGLAS. T h a n k ycu , M r . Chai rman. 
Gent lemen, I feel very apologetic about asking y o u any questions 

at a l l because y o u have been here now 2 hours and 50 minutes th is 
morn ing and 45 minutes this afternoon, and y o u have been subjected 
to 2y2 hours of questioning. 

I hope y o u w i l l forgive me i t I ask a few questions wh ich are designed 
to p u t some fami l ia r facts in a di f ferent and, I believe, more accurate 
perspective. 
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Le t me star t ou t w i t h a couple of personal disclaimers. I am no t 
enamored w i t h debt as such. I do no t t h i n k m y worst enemy could 
accuse me of approv ing of wasteful expenditures. B u t I wou ld l ike 
to ask this question to begin w i t h . 

I n any pr iva te corporat ion, i f i t presents a balance sheet, does i t 
present merely the l iabi l i t ies, obl igat ions, and debts, or does i t also 
include the assets? 

Secretary DILLON. I t also includes assets on one side and i ts 
accounts and l iabi l i t ies on the other. 

Senator DOUGLAS. B u t i n the examinat ion wh ich has been given 
to us thus far , the emphasis has been exclusively upon debt, is t h a t 
no t true? 

Secretary DILLON. On Federal deb t ; t ha t is r igh t . 
Senator DOUGLAS. T h a t is correct. 
Now , y o u are aware of the fact t ha t the Commi t tee on Govern-

ment Operations of the House of Representatives has pu t ou t a s tudy 
l is t ing the Federal real and personal p roper ty inventory? 

Secretary DILLON. Yes, Senator. I am fu l l y aware of t ha t . 
Senator DOUGLAS. I ho ld in m y hand, as a Senator once remarked, 

a copy of this repor t as of June 30, 1961, and on page 13 of t ha t repor t 
there is a grand recapi tu lat ion of the personal and real assets of the 
U.S. Government as of June 30, 1961. 

Now, this states tha t the personal proper ty , t o ta l personal proper ty , 
owned b y the Federal Government as of tha t date, had a value of 
$201,007 mi l l ion. 

Secretary DILLON. T h a t is correct. 
Senator DOUGLAS. A n d real proper ty , $81,925 mi l l ion. 
Secretary DILLON. Also correct. 
Senator DOUGLAS. Or a to ta l of $282,932 mi l l ion. 
Now, these were in terms of or ig inal cost, is tha t not true? 
Secretary DILLON. Yes; in general. 
Senator DOUGLAS. A n d in the cases of real proper ty , publ ic lands, 

and the rest, for instance, donated or otherwise acquired at no cost, 
on ly $285 mi l l ion. 

I f we were to include reproduct ion cost, the real p roper ty value 
would be vast ly in excess of the $82 b i l l ion listed? 

Secretary DILLON. I t h i n k tha t is correct. 
The major i tem tha t is not at or ig inal cost is the publ ic domain 

acreage wh ich includes minera l resources, and they have been given 
some evaluat ion b y the In te r io r Depar tment . T h a t is the ma jo r 
i tem. 

The rest are most ly or iginal. 
Senator DOUGLAS. AS of tha t date, June 30, 1961, was not the 

Federal debt $289 bi l l ion? 
Secretary DILLON. T h a t is r ight . 
Senator DOUGLAS. SO t ha t the assets, even i n terms of or iginal 

cost, were approx imate ly equal to the nat ional debt, is tha t not true? 
Secretary DILLON. These assets; yes, tha t is correct. 
S e n a t o r DOUGLAS. Yes . 
A n d i f reproduct ion cost were taken in to account, i n al l p robab i l i t y 

the assets wou ld have exceeded the nat iona l debt? 
Secretary DILLON. A t reproduct ion costs, they undoubted ly wou ld 

have. 
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Senator DOUGLAS. I n other words, those who speak of the bank -
r u p t c y of the Federal Government do not take account of the assets 
wh ich the Federal Government owns. 

N o w , m a y I ask a question about the nature of the Federal budget. 
D o we include i n our admin is t ra t ive budget capi ta l investments 

wh ich the Federal Government makes? 
M r . BELL. Y e s , s i r ; w e d o . 
Senator DOUGLAS. DO we include loans which we make, upon wh ich 

interest is paid, and upon wh ich the pr inc ipa l is also to be paid? 
M r . BELL. Y e s , s i r ; w e d o . 
Senator DOUGLAS. DO we include investments i n such i tems as 

reclamat ion where, a l though no interest is paid, the pr inc ipa l is 
returned? 

M r . BELL. Y e s , s i r ; w e d o . 
Senator DOUGLAS. DO we include capi ta l investments wh ich , 

a l though nei ther interest or pr inc ipa l is paid, presumably do add to 
the product ive efficiency of the country? 

M r . BELL. Y e s . 
Senator DOUGLAS. NOW, m a y I ask th is : 
W i l l the pr iva te business corporations of the N a t i o n include i n 

thei r current operat ing expenditures the capi ta l investments wh ich 
they make? 

M r . BELL. N o t i n their current out lays. They , of course, include 
depreciation. 

Senator DOUGLAS. Yes, I understand. 
B u t they isolate, do they not , their capi ta l investments f r o m thei r 

operat ing expenses? 
M r . BELL. T h e y do . 
Senator DOUGLAS. Whereas i n the Federal budget we combine 

capi ta l investments and operat ing expenses? 
M r . BELL. T h a t is correct. 
Senator DOUGLAS. SO t ha t the standards wh ich we impose upon 

the Federal Government th rough the admin is t ra t ive budget are much 
more severe than the standards wh ich pr ivate corporat ions such as 
A . T . & T . impose upon themselves, is tha t no t true? 

M r . BELL. T h a t is correct, Senator. 
I f A . T . & T . kept i ts books the way the Federal Government does 

i n the admin is t ra t ive budget, A . T . & T . wou ld typ ica l l y show a deficit 
every year. 

Senator DOUGLAS. NOW, some months back, M r . Bel l , I asked you 
to gather figures on the budgets of ma jo r foreign European countries, 
B r i t a i n , France, Germany, I t a l y . Have you had such s tudy made? 

M r . BELL. Y e s , s i r . 
Excuse me, sir, we d id no t have i t made. I t was already being 

made under a s tudy c rganLed by the Brookings Ins t i tu te . 
S e n a t o r DOUGLAS. Yes . 
M r . BELL. W e obtained the figures at your request. 
S e n a t o r DOUGLAS. Yes . 
N o w , let me f i rst ask: 
Does no t the Un i t ed K i n g d o m separate their capi ta l investments 

f r o m their current operat ing expenses? 
M r . BELL. AS I understand i t , Senator, they make a dis t inct ion 

between wha t they call i tems above the l ine and i tems below the line. 
Senator DOUGLAS. Below the l ine consists of capi ta l expenditures? 
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M r . BELL. I t is no t as clean as that . 
As I understand i t , they include most of the i r cap i ta l expenditures 

below the l ine, b u t also f r o m t ime to t ime some other items. 
Senator DOUGLAS. M o s t of the capi ta l expenditures are below the 

l ine, is t ha t no t true? 
M r . BELL. Yes, sir; I believe t ha t is correct. 
Senator DOUGLAS. IS no t this also t rue i n France? 
M r . BELL. They use s t i l l a di f ferent d is t inct ion bu t , nevertheless, 

they also have a sp l i t budget. 
S e n a t o r DOUGLAS. Yes . 
M r . BELL. I n wh ich some of the publ ic expenditures, some of the 

Centra l Government 's expenditures, are regarded as no t requ i r ing 
coverage b y the current revenues. 

S e n a t o r DOUGLAS. Yes . 
M r . BELL. I t is appropr iate to bor row to cover par t of the French 

nat iona l budget every year. 
Senator DOUGLAS. W h a t about West Germany? 
M r . BELL. T h e same. 
A l l the European countries, w i t h o u t exception, so far as I am aware, 

have some fo rm of sp l i t budget. 
Senator DOUGLAS. NOW, i f they were to combine thei r capi ta l ex-

penditures w i t h current operat ing costs, as we do, i n how m a n y years 
wou ld France have operated at a deficit? 

M r . BELL. Wel l , the s tudy wh ich was made under the Brookings 
Ins t i tu t i on , I th ink , comes p re t t y close to answering your question. 

I t was an a t tempt to pu t the budgets of the West European govern-
ments in to the same terms as our consolidated cash statements. 

Senator DOUGLAS. R igh t . 
M r . BELL. And , hav ing done tha t as wel l as was feasible, the results 

were to show tha t the French budget on those terms wou ld have shown 
a deficit i n each of the last—wel l , the figures were f r om 1951 through 
1960, the French budget wou ld have shown a deficit i n each of those 
years. 

Senator DOUGLAS. A n d i t has been i n this per iod tha t France has 
had tremendous economic improvement , is t ha t no t true? 

M r . BELL. Par t icu la r ly the la t ter pa r t of this period; yes, sir. 
Senator DOUGLAS. NOW, i n the case of the U n i t e d K ingdom? 
M r . BELL. They showed, of the 11 years, 1950 through 1960, they 

showed two surpluses and nine deficits b y tha t par t icu lar comparison. 
Senator DOUGLAS. A n d i n West Germany, I t h i n k i n West Germany 

y o u could on ly make the comparison for 6 years? 
M r . BELL. 1955 th rough 1960. 
The first 2 of those years showed surpluses; the last four showed 

deficits. 
Senator DOUGLAS. A n d i n the Un i t ed States, out of the 11 years? 
M r . BELL. F ive surpluses and six deficits. 
Senator DOUGLAS. Are these the proper propor t ions: tha t deficits 

were incurred in eighteen th i r t y - th i rds of the t ime in the Un i ted States? 
M r . BELL. I guess so, sir. T h a t is i n here somewhere. 
Senator DOUGLAS. I am reading f rom page 24. 
M r . BELL. Yes, tha t is correct, eighteen th i r t y - t h i rds for the Un i ted 

States. 
Senator DOUGLAS. A n d i n the Un i t ed K i n g d o m deficits were 

incur red twenty-seven th i r t y - th i rds of the t ime? 
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M r . BELL. R i g h t . 
Senator DOUGLAS. I n France, th i r ty - th ree th i r t y - th i rds? 
M r . BELL. R i g h t . 
Senator DOUGLAS. A n d i n Germany twen ty - two th i r t y - th i rds? 
M r . BELL. R i g h t . 
Senator DOUGLAS. SO t ha t on this basis the Un i t ed States has made 

a better record than any of the nat ions i n the N A T O All iance? 
M r . BELL. I t depends on whether 
Senator DOUGLAS. On this basis? 
M r . BELL. YOU used the word " b e t t e r , " Senator. They had 

a record showing—the U n i t e d States had a record showing more 
surpluses comparat ive ly than any of these other countries. 

Senator DOUGLAS. I am using this te rm jus t as m y eminent col-
leagues have used i t . 

M r . BELL. R i g h t . 
Senator DOUGLAS. NOW, is i t no t t rue t ha t i f we were to use the 

European system and isolate out the capi ta l investments, t h a t i n 
most of the years we wou ld show a surplus? 

M r . BELL. These are figures you have asked us for, Senator. 
S e n a t o r DOUGLAS. Yes . 
M r . BELL. A n d we have no t yet managed to p u t them together. 
Cer ta in ly the result wou ld be to show more surpluses than our 

system of account ing has shown in the past. I do not know tha t i t 
wou ld have turned every defici t in to a—— 

Senator DOUGLAS. NO; when we had a defici t of $13 b i l l ion, I do 
no t t h i n k i t would. 

M r . BELL. R i g h t . 
Senator DOUGLAS. NOW, we used to hear a great deal of t a l k about 

in f la t ion. 
Y o u are acquainted w i t h the m o n t h l y economic indicators? 
M r . BELL. Y e s , s i r . 
Senator DOUGLAS. I wou ld l ike to ask you to t u r n to page 24 of 

the current indicators. 
Probab ly the best measure is tha t of wholesale prices; is tha t no t 

true? 
M r . BELL. Yes, s i r ; t ha t is so regarded. 
Senator DOUGLAS. NOW, i f you take 1957-59 as 100, wha t is the 

index as of June 12 of this year, 2 weeks back, a l i t t l e over 2 weeks 
back? 

M r . BELL. 100.1. 
Senator DOUGLAS. I n other words, the wholesale price level now is 

v i r t ua l l y ident ical , I t h i n k we can say is ident ical, w i t h the average 
for the 3 years 1957-59? 

M r . BELL. T h a t is r ight . 
Senator DOUGLAS. I f you w i l l notice, this has been almost constant 

dur ing this entire per iod; is t ha t no t true? 
M r . BELL. T h a t is r igh t , for the last 5 years. 
Senator DOUGLAS. 100.4 in 1958, 100.6 i n 1959, 100.7. 
M r . BELL. 1 0 0 . 7 i n 1 9 6 0 . 
Senator DOUGLAS. 100.7 i n 1960, 100.3 in 1961, and now 100.1. 
I n other words, dur ing this period in wh ich there was so much ta l k 

about the danger of inf lat ion, the wholesale price level has remained 
constant ; this is almost unprecedented in the h is tory of the count ry . 
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I do no t know tha t this is anyth ing to cheer. I t h i nk the on ly 
period wh ich is comparable is the period f r o m 1924 to 1929. B u t at 
least there has been price s tab i l i ty? 

M r . BELL. Yes, sir; t ha t is r ight . 
Senator DOUGLAS. Wh i le I know tha t you are m u c h too pol i te to 

comment on the economic theories of the Governors of the Federal 
Reserve System, I hope I m a y be permi t ted a parenthet ic comment 
t ha t i t has always seemed to me tha t M r . M a r t i n was f igh t ing a 
nonexistent dragon. 

I n the last 5 years he has ta lked tha t we must fight i n f l a t i on—and 
there has been no inf lat ion. 

As a mat te r of fact, the index of unemployment has been h igh 
th roughout this period. 

N o w , this morn ing and this af ternoon a great deal was made of the 
size of the Federal budget. 

I wondered i f you wou ld check these figures. 
A t the end of 1946, the nat iona l debt was approx imate ly $260 

bi l l ion. 
M r . BELL. 1946, sir? 
S e n a t o r DOUGLAS. Yes . 
Secretary DILLON. I t was $269.4 b i l l ion at t ha t t ime. 
M r . BELL. O n J u n e 30. 
Senator DOUGLAS. I am speaking of the end of the year. 
M r . BELL. December 31, do you have the figures? I do no t know 

whether we have got the year-end figures. We have fiscal years on ly , 
un for tunate ly . 

Senator DOUGLAS. I was speaking as of the end of the calendar 
year. 

I t h i n k you w i l l find this i n the economic repor t of the President, 
page 269. 

Secretary DILLON. Here we have calendar years f r o m 1948 only . 
M r . BELL. Here i t is. The Senator is correct. 
Senator DOUGLAS. Page 268. 
M r . BELL. 259.5. 
Senator DOUGLAS. Round i t to 260. 
M r . BELL. Yes , 260, r i g h t . 
Senator DOUGLAS. A m I correct t ha t as of the end of 1952 the debt 

was $267 bi l l ion? 
M r . BELL. 267; y e s , s i r . 
Senator DOUGLAS. A n d tha t at the end of 1962 the debt was 

approximate ly $300 bi l l ion? 
Secretary DILLON. 299, r igh t now. 
Senator DOUGLAS. 299, yes. 
M r . BELL. I n D e c e m b e r . 
Senator DOUGLAS. 299.6; is i t not? 
M r . BELL. I n December of the present year. 
Secretary DILLON. I t is a l i t t le under tha t now. I t is about 299 

r igh t now. I n December of this year i t was 296.5. 
Senator DOUGLAS. 296.5. 
M r . BELL. D e c e m b e r 1961. 
Secretary DILLON. Yes; December 1961. 
Senator DOUGLAS. I beg your pardon, I am speaking as of the 

present moment . 
Secretary DILLON. 299. 
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Senator DOUGLAS. Cal l i t 300. 
S e c r e t a r y DILLON. Yes . 
Senator DOUGLAS. AS of the present moment . 
N o w , lamentat ions have been made about this increase. Th is 

amounts to an increase i n 16 years of approx imate ly $40 b i l l ion or 
rough ly 15 percent i n the to ta l debt; is tha t no t true? 

Secretary DILLON. Righ t . 
Senator DOUGLAS. NOW, wha t about the gross nat iona l p roduct 

i n 1946? 
Accord ing to m y figures, i t was $210 bi l l ion. 
Secretary DILLON. T h a t is r igh t , 210. 
Senator DOUGLAS. A n d i n 1952 i t was $347 bi l l ion. 
Secretary DILLON. T h a t is correct. 
Senator DOUGLAS. A n d as of the f i rst quar ter of this year, $548 

bi l l ion? 
S e c r e t a r y DILLON. 548. 
Senator DOUGLAS. T h a t was for the f i rst quarter? 
S e c r e t a r y DILLON. Yes . 
Senator DOUGLAS. NOW, re lat ive to the gross nat iona l p roduct , 

w h a t was the ra t io of the nat iona l debt to tha t gross nat iona l product? 
I f you take the gross nat iona l product as 100, wha t wou ld the na-

t iona l debt have been i n 1946? 
Secretary DILLON. 128 percent. 
Senator DOUGLAS. 128 percent ; wha t wou ld i t have been i n 1952? 
Secretary DILLON. 75 percent. 
Senator DOUGLAS. 75 percent; wha t was i t — w h a t is i t now? 
Secretary DILLON. A b o u t 54 percent. 
Senator DOUGLAS. I n other words, re lat ive to the gross nat iona l 

product , the nat iona l debt has diminished f r om a ra t io 28 percent 
greater than the gross nat iona l product to 46 percent less, or, re la t i ve ly 
speaking, i t is on ly about 40 percent now of wha t i t was then? 

Secretary DILLON. I n balancing i t w i t h the gross nat iona l product , 
t ha t is r i gh t , as the weight of the debt. 

Senator DOUGLAS. NOW, let us compare the g rowth of the nat iona l 
debt w i t h the g row th of other forms of debt. 

The figures wh ich I have compiled indicate tha t i n 1946 the to ta l 
vo lume of consumer credit amounted to $8.4 b i l l ion, page 266 of the 
economic report . 

M r . BELL. W h i c h year, Senator? 
Senator DOUGLAS. 1946, $8.4 b i l l ion. 
M r . BELL. I t looks l ike 8.5. Yes, tha t is r igh t , t ha t is the vo lume 

extended and the volume repaid, is i t not , Senator? 
Senator DOUGLAS. NO; page 266. 
S e c r e t a r y DILLON. 8.3. 
Senator DOUGLAS. NOW, the to ta l volume of consumer credit today 

is approx imate ly $57 bi l l ion? 
Secretary DILLON. T h a t is r ight . 
Senator DOUGLAS. I t h i n k the increase w i l l be shown to be some-

where between six and seven times in the volume of consumer credit . 
N o w , on mortgage debt on pasre 267, am I correct tha t at the end of 

1946 the to ta l was approx imate ly $42 bi l l ion, or, to be precise, $41.8 
bi l l ion? 

Secretary DILLON. T h a t is r ight . 
Senator DOUGLAS. A t the end of 1961 i t was $223 bi l l ion? 
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Secretary DILLON. T h a t is r ight . 
Senator DOUGLAS. Or an increase of approx imate ly 5.5 times? 
Secretary DILLON. T h a t is correct. 
Senator DOUGLAS. NOW, take the corporate debt shown on page 268. 
I n 1946 i t was 93.5 bi l l ion? 
Secretary DILLON. T h a t is r igh t . 
Senator DOUGLAS. A t the end of 1961 i t was 312 bi l l ion? 
Secretary DILLON. T h a t is r igh t . 
Senator DOUGLAS. A n increase of approx imate ly 3.5 t imes i n the 

vo lume of corporate debt. 
Now , take commercial and f inancial debt wh ich is shown i n the 

next- to- the- last column, 12.1 b i l l ion at the end of 1946. 
Secretary DILLON. T h a t is r igh t . 
Senator DOUGLAS. T h a t is correct, is i t not? 
M r . BELL. Y e s , s i r . 
Senator DOUGLAS. A t the end of 1961, 35 bi l l ion, or almost three 

t imes as much. 
Secretary DILLON. T h a t is r igh t . 
Senator DOUGLAS. Or i f you take to ta l p r i va te debt, t o ta l p r iva te 

debt wh ich is shown i n the f i f t h column, i n 1946, $154 b i l l ion, now 
$620 bi l l ion. 

Secretary DILLON. T h a t is r igh t . 
Senator DOUGLAS. Or a four fo ld increase? 
Secretary DILLON. T h a t is correct. 
Senator DOUGLAS. T o t a l p r iva te debt increased to a figure, i f y o u 

take 1946 as 100, to a re lat ive figure of 400. 
M r . BELL. T h a t is r igh t . 
Senator DOUGLAS. The Federal debt increased f r o m a re la t ive 

figure of 100 to 115? 
Secretary DILLON. T h a t is correct. 
M r . BELL. 115, d id you say, Senator? 
Senator DOUGLAS. F r o m 100 to 115, increased by 15 percent. 
Secretary DILLON. Fif teen. 
Senator DOUGLAS. I t you take State and local government, wh ich 

is presumably close to the people, th is same table on page 268 shows 
1946, $13.6 b i l l ion of debt; at the end of 1961, $65 bi l l ion, or almost 
five t imes as great. 

Secretary DILLON. T h a t is correct. 
Senator DOUGLAS. Does i t not fo l low, therefore, tha t i n comparison 

w i t h p r i va te business, al l forms of pr iva te business, and State and 
local governments, the Federal Government has made a " b e t t e r " 
record than any other? 

M r . BELL. T h a t is correct, Senator. 
Senator DOUGLAS. A n d also tha t i t has made a " b e t t e r " record i n 

i ts annual budgets than any of the ma jo r European powers, again 
using the te rm " b e t t e r " i n quota t ion marks? 

M r . BELL. T h a t is correct; yes, sir. 
Senator DOUGLAS. NOW, i f you take the annual expenditures of the 

Federal Government , i n 1946 wha t percentage d id they f o rm of the 
gross nat iona l product? Was i t no t 17 percent? 

M r . BELL. I t sounds r igh t , Senator. I n 1946, d id you say? 
Senator DOUGLAS. Wel l , I suppose techn ica l ly—you are t h i nk ing 

of budget years? 
M r . BELL. Fiscal years; yes, sir. 
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Senator DOUGLAS. L e t us take 1946-47. 
M r . BELL. R igh t . 17.4 percent. 
Senator DOUGLAS. 17.4 percent in 1946-47? 
M r . BELL. T h a t is r igh t . 
Senator DOUGLAS. I n the current year wha t percentage of the 

gross nat iona l p roduct w i l l our expenditures take? 
M r . BELL. A b o u t 16 percent, approximate ly . 
Senator DOUGLAS. SO t ha t there has been a sl ight decrease i n the 

percentage of the gross nat iona l product wh ich governmenta l 
expenditures form. 

A l t hough they have increased absolutely, there has been a sl ight 
re lat ive decline? 

M r . BELL. Yes, s i r ; t ha t is r igh t . 
T h e y have been approx imate ly stable since the end of the war. 
Senator DOUGLAS. DO you not th ink , i f we are to have a dialogue 

on governmenta l finances, tha t of necessity these things need to be 
considered? 

M r . BELL. I cer ta in ly do, Senator, and the po in t you have been 
mak ing about the nat iona l debt and about Federal expenditures i n 
re la t ion to the gross nat iona l product , we have a t tempted to emphasize 
b o t h i n the 1962 budget review and i n the 1963 budget presentat ion. 

Senator DOUGLAS. NOW, for the sake of the reporters and for the 
sake of the record, let me say I am no t defending debt as such. I 
am no t defending any governmenta l expenditure as such. 

I t h i n k there are m a n y forms of Government expenditure wh ich 
could be reduced, among them the sugar p remium which I hope we 
w i l l vote on very shor t ly , and I hope tha t I m a y be able to jo in the 
eminent chai rman of th is commit tee on tha t subject. 

There are m a n y other things, economies t ha t I t h i n k we could 
include. 

B u t we sometimes lose sight of the forest for the trees, and i f we 
are to have a dialog on this subject, and I t h i n k i t is very impo r t an t 
t ha t we should, I believe these factors should be taken in to con-
sideration. 

W i t h apologies for tak ing so long 
M r . BELL. N o t a t a l l , Sena to r . 
The CHAIRMAN. Senator M c C a r t h y ? 
Senator MCCARTHY. M r . Chai rman, m a y I ask the Secretary: 
Does he feel t ha t a debt ceil ing of $308 b i l l ion w i l l give adequate 

leeway to the Treasury so they w i l l no t be forced to resort to any of 
the various practices or devices tha t had to be used and were used i n 
the period, say, f r om 1953 to 1958, when the debt ceil ing was too close, 
real ly, to the Federal debt? 

Secretary DILLON. W e feel t ha t $308 b i l l i on debt ceil ing t h a t we 
or ig ina l ly recommended wou ld have done this. As I po inted out , the 
ceil ing as adopted b y the House i n the b i l l now before you w i l l onty 
do tha t , p rov ided our estimates of a balanced budget for next year 
t u r n ou t to be correct, i n wh ich case we w i l l have adequate leeway. 

I f we have any substant ia l deficit, we w i l l have to come back to the 
Congress i n the first 3 months of next year, because a reduct ion to $305 
b i l l ion wou ld be too t igh t , par t icu lar ly over the hump per iod jus t 
before June 15, when the b ig revenues come in. 

Senator MCCARTHY. W i l l you give me your op in ion as to whether 
your experience of the last 10 years is any ind icat ion tha t the existence 
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of the debt cei l ing had any effect upon the amount of money wh ich 
was author ized to be spent b y the Federal Government? 

Secretary DILLON. I do not t h i n k so. 
I t is m y impression t ha t when Congress votes appropr iat ions bi l ls, 

they do not give considerat ion to the debt ceil ing, b u t merely give 
considerat ion to the appropr ia t ion tha t they are considering. 

Senator MCCARTHY. I t is on the record tha t at least i n 1952-58 
al l the evidence is tha t the debt cei l ing d id not promote any k i n d of 
fiscal prudence, bu t , on the cont rary , b rought about some actions 
which were fiscally imprudent . 

S e c r e t a r y DILLON. Yes . 
The on ly actual effect was dur ing the t imes when the debt cei l ing 

got. too str ingent. As I remember, the admin is t ra t ion went to 
Congress and asked tha t i t be increased, and i t general ly was, bu t for 
a per iod of months before such increase they f requent ly had to l ive 
th rough st r ingent periods. They then had to indulge i n financial 
practices tha t they d id no t feel were proper or good financial practices. 

They regret ted hav ing to do i t , bu t they d id have to do i t , and they 
cost the Government money. 

Senator MCCARTHY. This is not m y statement, bu t I would say 
I believe i t to be a true statement. 

The debt l im i t , instead of p romot ing fiscal prudence and expenditure 
restraint, as is claimed b y some has actual ly resulted i n the erosion 
of the in tegr i t y of the Federal budget. When nat ional mortgages 
were being used, as a basis for borrowing, in effect, i t d id erode the 
in tegr i t y of the budget. 

The budget, as i t was then presented, was, to some extent, a dis-
tor ted budget ; was i t not? 

Secretary DILLON. T h a t is correct. 
Those are the types of fiscal practices tha t I referred to tha t I do 

not t h i nk anybody is par t icu lar ly happy about using, b u t wh ich they 
were forced to use because of a debt cei l ing wh ich at tha t par t icu lar 
moment became too restr ict ive. 

I feel t ha t i t is very impor tan t to have adequate f lex ib i l i ty and ade-
quate room in any debt ceil ing so tha t we w i l l not again have to under-
take those sorts of practices. 

Senator MCCARTHY. A n d the fact is tha t i t d id interfere w i t h the 
efficient handl ing of the publ ic debt at least two or three t imes dur ing 
tha t period? 

S e c r e t a r y DILLON. Yes . 
A n d i t also interfered at one t ime, I t h i n k i t was in the fa l l of 1957, 

when i t was necessary for the admin is t ra t ion to ho ld back the payment 
of bi l ls t ha t were due. T h a t had a very d i f f icu l t impact on al l the 
c iv i l ian companies wh ich were contract ing w i t h the Defense Depar t -
ment par t icu lar ly . 

Senator MCCARTHY. I n the opin ion of some, i t aggravated the 
recession of 1957-58. 

Secretary DILLON. Oh, yes, i t is very, very clear in the opin ion of 
m a n y that i t did, because this was a t ime when the recession was 
jus t coming. Companies wh ich had expected to have their bi l ls pa id 
d id no t have them paid, and, na tu ra l l y , were forced to t ighten up 
thei r own operations, dismiss people, and things of t ha t nature. 

Senator MCCARTHY. A n d also i f the judgment of the m i l i t a r y 
experts was r igh t about the scheduling of defense expenditures in tha t 
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period, i t wou ld be fa i r to at least suggest t ha t i t m igh t have en-
dangered the defense effort for a per iod of 6 months or more? 

Secretary DILLON. I t could have, yes. 
Senator MCCARTHY. I n v iew of this, i f we are to make a mis take 

here, we ought to make i t on the side of raising the debt cei l ing some-
wha t beyond what we m igh t ant ic ipate is necessary, ra ther t han 
p u t t i n g i t too close to what you ant ic ipate your expenditures or you r 
bor rowing m a y necessarily be? 

Secretary DILLON. I wou ld t h i n k so. A debt ceil ing, i f i t is a l i t t l e 
b i t larger than is needed, does no t promote extra expenditures because 
your expenditures are l im i ted b y your appropriat ions. 

I f i t is too t igh t , on the other hand, and is lower than is needed t o 
car ry th rough those appropriat ions, i t can lead to these unsound 
f inancial practices. 

Senator MCCARTHY. I was going to suggest t ha t we set the debt 
cei l ing at the equivalent of the nat iona l income; do y o u t h i n k tha t 
wou ld be a reasonable relat ionship ? 

Secretary DILLON. I t h i n k tha t wou ld give us a great deal of 
flexibility, more than we wou ld need. 

Senator MCCARTHY. W h a t wou ld i t do to the crisis i n confidence 
t ha t supposedly exists today, M r . Secretary? 

Secretary DILLON. Wel l , I t h i nk tha t people, so far as the debt is 
concerned, look at the level of the nat iona l debt rather than the ceil ing, 
and they wou ld cont inue to look at the debt and see how h igh i t rose. 

Senator MCCARTHY. I f we were to do this, we wou ld have b o t h the 
income and the debt considered at the same t ime, wh ich migh t be 
helpful? 

Secretary DILLON. I t could be. 
Senator MCCARTHY. I have no other questions. 
The CHAIRMAN. Senator Ker r? 
Senator KERR. M r . Secretary, I wan t to ta l k to y o u a l i t t l e b i t 

about the gold. Reference was made here to a requirement of the 
law tha t we have a certain amount of gold back of our currency. 

W i l l you advise the commit tee as to jus t wha t the law is i n that 
regard? 

Secretary DILLON. The law provides tha t a 25-percent reserve shall 
be kept beh ind our currency and our deposits i n the Federal Reserve 
System. 

Senator KERR. NOW, the deposits i n the Federal Reserve System 
were made b y the member banks? 

Secretary DILLON. T h a t is r igh t . 
Senator KERR. A n d b y the U.S. Government? 
Secretary DILLON. A smal l amount on ly b y the U.S. Government , 

because we on ly keep our act ive work ing balances there. 
The bu l k of our work ing balances are kept i n the regular banks. 
Senator KERR. Commercia l banks? 
Secretary DILLON. Commercia l banks. 
Senator KERR. HOW much currency is there outstanding? 
Secretary DILLON. I do no t have the exact f igure. Something 

over $30 b i l l ion, about $33 b i l l ion, i n c i rculat ion. 
Senator KERR. M a y b e one of your experts or technicians there 

could te l l us. 
Secretary DILLON. The second half of M a y showed $29.9 b i l l i on of 

currency i n our money supply. 
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Senator KERR. W h a t were the deposits i n the Federal Reserve 
System? 

Secretary DILLON. Deposits i n the Federal Reserve System at the 
end of M a y , was $16.5 b i l l ion. 

Senator KERR. Deposits? 
Secretary DILLON. T h a t is r igh t . 
Senator KERR. HOW m a n y ways can a deposit b y a member bank 

i n a Federal Reserve bank become a real i ty? 
Secretary DILLON. HOW can the deposit 
Senator KERR. HOW m a n y ways can a member bank make a de-

posit i n the Federal Reserve? 
Secretary DILLON. I do no t qui te understand wha t t ha t question is. 
Senator KERR. Wel l , i f they took $1 m i l l i on i n currency down there, 

they could make a deposit? 
Secretary DILLON. T h a t is r igh t , t ha t is one way. 
Senator KERR. NOW, what other way can they make a deposit? 
Secretary DILLON. Wel l , they could transfer their surpluses wh ich 

they may receive f r o m another bank to the Federal Reserve and make 
a deposit. 

Senator KERR. W h a t do y o u mean, " t he i r surpluses tha t they may 
receive f r om another bank "? 

L e t us say t ha t the F i rs t Na t i ona l C i t y B a n k of New Y o r k has 
what , $4 bi l l ion, $5 bi l l ion, $6 b i l l ion of deposits, $2 b i l l ion deposits 
of the banks i n the Nat ion . 

W h a t do the banks i n the N a t i o n do i n order to get t ha t credit i n 
the F i rs t Na t i ona l C i t y B a n k or any other depository i n a f inancial 
center? 

Secretary DILLON. They transfer thei r funds to the F i rs t Na t i ona l 
C i t y Bank . 

Senator KERR. I n wha t f o rm are those funds? 
Secretary DILLON. They are generally t ransferred merely i n the 

f o r m of a book ent ry , a checking account. 
Senator KERR. W h a t does the member bank send to i ts corre-

spondent, say, the F i rs t Na t i ona l C i t y B a n k of N e w Y o r k , Chemical 
Corn, Guarantee T rus t , or whatever i t m a y be, i n order to get a 
certi f icate of deposit so t ha t i t is i n the posture of hav ing funds i n 
t h a t bank? 

Secretary DILLON. I t receives a cert i f icate of deposit. 
Senator KERR. T h a t is wha t the C i t y B a n k issues? 
Secretary DILLON. T h a t is r igh t . 
Senator KERR. B u t wha t does i t require as the basis for the issuance 

of the cert i f icate of deposit other t han currency? 
Secretary DILLON. Wel l , a cert i f icate t ha t funds have been trans-

ferred and t ha t there are adequate reserves, t h a t the bank has ade-
quate reserves w i t h the Federal Reserve. 

Senator KERR. HOW are funds transferred there? 
Secretary DILLON. Transferred usual ly b y telegraph. 
Senator KERR. B u t wha t do they transfer? 
Secretary DILLON. They transfer a book ent ry usual ly. Y o u don ' t 

t ransfer any note, no securities are moved. They are transferred 
generally jus t b y book entries. 

Senator KERR. IS i t no t actual ly a check on another bank t h a t is 
deposited in the F i r s t Na t i ona l C i t y B a n k i n N e w York? 

Secretary DILLON. I t m i g h t no t be a check on another bank b u t 
balances w i t h some bank t ha t they wish to deposit w i t h the C i t y Bank , 
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and then the C i t y B a n k could draw on whoever the d ra f t was d rawn 
upon. 

Senator KERR. HOW can the Riggs Nat iona l B a n k of Wash ington 
make a deposit i n the F i rs t C i t y Na t iona l B a n k of New Y o r k C i t y 
other t han b y fo rward ing a check or currency? 

Secretary DILLON. They could fo rward a check of thei r own and 
they could fo rward a check or the equivalent of a check f rom another 
bank t h a t was deposited a t the Riggs Bank . 

Senator KERR. I t wou ld be b y check, wou ld i t not? 
Secretary DILLON. I t wou ld be by check. 
Senator KERR. W h a t is the basis of hav ing something i n the bank 

t h a t enables you to issue a check on i t? 
Secretary DILLON. The basis of hav ing something i n the bank? 
Senator KERR. The way I get something in the bank, I either take 

a check down and pu t i t i n or I go down and make a note and they 
give me a deposit slip. 

Secretary DILLON. T h a t is r ight . 
Senator KERR. I go down and I make a note ou t and they give me 

a deposit slip. 
Then I wr i te a check on another bank to give me back a note I 

had made to them for wh ich they had given me a deposit slip and on 
wh ich I had a check u n t i l i t was exhausted. 

Then, hav ing received this check tha t I gave them on the bank 
where I made m y last note, they wan t to transfer t ha t to their de-
pos i tory i n N e w Yo rk . They send tha t check up there? 

Secretary DILLON. T h a t is r ight . 
Senator KERR. NOW, the bank f r o m wh ich I borrowed has to have 

reserves somewhere so tha t when tha t bank is handled b y the N e w 
Y o r k C i t y bank, they get something for i t . 

Secretary DILLON. A l l member banks are requi red to have a certain 
percentage of reserves w i t h a Federal Reserve bank. 

Senator KERR. L e t us say the Na t iona l C i t y B a n k takes t ha t check 
over and deposits i t i n the Federal Reserve bank. 

D o they thereby have such a deposit i n i t tha t the Federal Reserve 
bank has to have a gold balance of 25 cents on the dol lar back of i t? 

Secretary DILLON. T h a t is correct, once i t becomes a va l i d deposit 
i n the Federal Reserve bank. 

Senator KERR. W h a t are the to ta l deposits i n commercial banks i n 
the U n i t e d States? 

Secretary DILLON. Demand deposits as of M a y 30. 
Senator KERR. W h a t k i n d of deposits? 
M r . BELL. Demand deposits. 
Senator KERR. L e t us take to ta l deposits, whether they are savings 

account or demand, to ta l deposits. 
Secretary DILLON. T o t a l deposits are $237 bi l l ion. 
Senator KERR. $237 b i l l ion? 
Secretary DILLON. T h a t is r ight . 
Senator KERR. IS i t possible for al l the commercial banks i n the 

coun t ry to deposit al l of their funds i n the Federal Reserve banks? 
Secretary DILLON. T h e y do no t do that . 
Senator KERR. I understand that , b u t wou ld i t be possible for them 

to do that? 
Secretary DILLON. I do no t know any th ing tha t wou ld prevent 

them i f they wanted to. 
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Senator KERR. Then where wou ld the Federal Reserve bank be 
w i t h reference to hav ing 25 percent gold reserve back of i ts deposits? 

Secretary DILLON. I t wou ld no t have i t . 
Senator KERR. W h a t wou ld happen? 
Secretary DILLON. I t wou ld no t be comply ing w i t h the requi rement 

tha t 25 percent gold reserve 
Senator KERR. I understand i t wou ld no t be comply ing w i t h the 

requirement, b u t wha t wou ld happen? 
Secretary DILLON. N o t h i n g wou ld happen. The coun t ry wou ld go 

on jus t the same. 
Senator KERR. YOU mean the heavens wou ld no t fal l? 
Secretary DILLON. NO, the heavens wou ld no t fa l l . 
Senator KERR. The financial wor ld wou ld no t come to an end? 
Secretary DILLON. NO. 
Senator MCCARTHY. We m i g h t have to declare al l gold fillings to 

be a par t of the nat iona l reserve at tha t po in t to restore confidence. 
Senator KERR. Whether they are in l i v i ng or dead bodies. 
Senator MCCARTHY. T h a t is r igh t . 
We m igh t recover 
Senator KERR. Cou ld we no t off ic ial ly make the too th of the dead 

person a recognized depository? 
Senator MCCARTHY. The r i gh t of the Federal Government to 

recla im i t on death. 
Senator KERR. A n d transfer t i t le of i t to the Federal Government . 
Senator MCCARTHY. I n response to the President's plea to do 

something for the count ry . 
S e n a t o r KERR. Yes . 
W h a t is the l im i t a t i on on the Federal Reserve bank about issuing 

a Federal Reserve note? 
Secretary DILLON. Federal Reserve notes, again, have to be covered 

b y 25 percent in gold certif icates. 
Senator KERR. Can they jus t issue 400 percent of wha t gold 

reserves they have, or do they have to have 25 percent of wha t 
certif icates they issue? 

Secretary DILLON. They have to have 25 percent i n gold certif icates 
representing gold wh ich is i n the Treasury gold stock behind thei r 
certif icates as wel l as behind thei r deposits. 

So i f we leave aside the deposits, they are required to leave 25 per-
cent behind currency. 

Senator KERR. IS the fo rmula tha t they fol low, i f there is one— 
I do no t wan t to embarrass you, M r . Secretary. Have you got some 
currency i n your pocket? 

S e c r e t a r y DILLON. Yes . 
Senator KERR. W o u l d you get i n f ron t of you a $1 b i l l and two or 

three $5 bi l ls and then one or more larger ones, either of your own or 
those of your associates there? 

Secretary DILLON. I happen to have a Federal Reserve $5 note, 
a l though there are other k inds of $5 notes. 

Senator KERR. DO you have a $5 b i l l tha t says i t is a Federal 
Reserve note? 

Secretary DILLON. T h a t is r igh t . 
Senator KERR. DO you have a $5 b i l l t ha t says i t is a silver cer-

tif icate? 
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Secretary DILLON. I do no t happen to have one w i t h me, b u t there 
are such. 

Senator KERR. DO y o u have a $1 b i l l? 
Secretary DILLON. I have a $1 b i l l t ha t is a si lver certif icate. 
Senator KERR. NOW, wha t other k i n d of currency do we have? 
Secretary DILLON. Here is a $5 silver cert i f icate someone has 

loaned me. 
Senator KERR. M a r k i t so tha t the man who gave i t to y o u can 

get i t back. 
W h a t other k i n d of currency do you have? 
Secretary DILLON. Wel l , U.S. notes are also issued i n $5 denomina-

tions. I do not happen to have one. 
Senator KERR. W h a t difference is there between a $5 U.S. note 

and a $5 Federal Reserve note except tha t the seal on the Federal 
Reserve note is green and the seal on the U.S. note is i n red? 

Secretary DILLON. For purposes of cashing i t and buy ing some-
th ing , there is no difference whatsoever. B u t as a c la im i t is t reated 
somewhat di f ferent ly. The U.S. note is l is ted as par t of our Federal 
debt , on ly i t is pa r t of the debt wh ich is not subject to the l im i t . 

Senator KERR. HOW much currency is there outs tanding t h a t is 
designated U.S. notes? 

Secretary DILLON. I t h i n k there are about $300 mi l l ion , something 
of t ha t order. 

Senator KERR. I thought i t was about $340 mi l l ion. 
Secretary DILLON. $314 mi l l ion , i n c i rculat ion. 
Senator KERR. $314 mi l l ion. 
Cou ld you te l l the commit tee when those notes were first issued? 
Secretary DILLON. AS I recall, i t was shor t ly af ter the C i v i l W a r 

or dur ing the C i v i l War . 
Senator KERR. D u r i n g and after the C i v i l War? 
Secretary DILLON. Yes. 
Senator KERR. T h a t is m y recollection. 
Is the fact t ha t L incoln 's p ic tu re—i t is on al l $5 b i l ls ; is i t not? 
Secretary DILLON. T h a t is correct. 
Senator KERR. IS the reason for i t t ha t he is the fel low t h a t issued 

those $5 U.S. notes? 
Secretary DILLON. I am not sure whether t ha t was the reason his 

p ic ture is on i t . I am no t even sure i t has always been on the $5 
note, b u t i t is cer ta in ly there. 

Senator KERR. H e was the fel low 
Secretary DILLON. T h a t is when they star ted i t . 
Senator KERR (cont inuing). T h a t issued i t . 
Wel l , wha t is the commi tment contained i n the language on the 

$5 Federal Reserve note? 
Secretary DILLON. The $5 Federal Reserve note, i t says " w i l l pay 

to the bearer." 
Senator KERR. I t says who wi l l? 
Secretary DILLON. The Un i t ed States of America. 
Senator KERR. W i l l what? 
Secretary DILLON. W i l l pay to the bearer on demand $5. 
Senator KERR. Where wou ld you take tha t i f you wanted to 

demand $5? 
Secretary DILLON. I wou ld take i t to either the Federal Reserve 

bank, as an agent, or I wou ld take i t to the U.S. Treasury. 
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Senator KERR. Suppose I came down there w i t h one and said, " I 
demand $5." W h a t wou ld you give me? 

Secretary DILLON. I wou ld ask you i n wha t f o rm y o u wanted 
y o u r $5. 

Senator KERR. Suppose I said in any f o rm you could give i t to me. 
Secretary DILLON. I wou ld give you f ive $1 bi l ls or another $5 b i l l 

or si lver. 
Senator KERR. HOW m a n y $1 bi l ls are there outstanding? H o w 

much currency is there outs tanding tha t is called si lver certif icates? 
Secretary DILLON. V i r t u a l l y al l the $1 bi l ls are si lver certif icates, 

and at the end of M a r c h there were $1,484 mi l l i on outstanding. 
Senator KERR. Of $1 bil ls, or of si lver certificates? 
Secretary DILLON. They are the same th ing. 
Senator KERR. N o t necessarily. There are $5 si lver certif icates. 
Secretary DILLON. Oh, $1 bil ls are also certif icates. The t o ta l 

si lver certif icates, the to ta l outs tand ing is $2.3 b i l l ion. 
Senator KERR. Silver certificates? 
S e c r e t a r y DILLON. Yes . 
Senator KERR. NOW, wha t does the si lver cert i f icate say? 
Secretary DILLON. The si lver cert i f icate says: 
This certifies there is on deposit i n the Treasury of the Uni ted States of America 

$1 in silver payable to the bearer on demand. 

Senator KERR. B u t there is on ly $2.4 b i l l ion of tha t outstanding? 
Secretary DILLON. T h a t is the to ta l outs tanding si lver certif icates, 

yes. 
Senator KERR. Suppose a m a n brought 
Secretary DILLON. T h a t is not a l l i n ci rculat ion. I n c i rcu lat ion 

there actua l ly is on ly about $1.9 b i l l ion. 
Senator KERR. $1.9 b i l l ion. 
Wel l , suppose a fel low brought down $3 b i l l ion w o r t h of Federal 

Reserve notes, each one of wh ich said, " T h e U n i t e d States of Amer ica 
w i l l pay the bearer on demand so m a n y do l la rs / ' and he brings down 
$3 b i l l ion of i t and says, " I wan t m y $3 b i l l i on . " 

W h a t wou ld you give h im? 
Secretary DILLON. Wel l , we could give h i m on ly the si lver cert i f i -

cates tha t were on hand, t ha t were not already outstanding. 
Senator KERR. YOU could no t give h i m any si lver certif icates except 

those such as you had? 
Secretary DILLON. T h a t is r igh t . 
The rest of them you wou ld jus t give h i m back another Federal 

Reserve note. 
Senator KERR. NOW, wha t is the difference i n language on— 

how much d id you say the outs tand ing debt is? 
Secretary DILLON. The total? 
Senator KERR. The to ta l publ ic debt. 
Secretary DILLON. The to ta l publ ic debt as of the latest publ ished 

figure is about $299 bi l l ion. 
Senator KERR. HOW much cash on hand? 
Secretary DILLON. HOW much cash? 
Senator KERR. Cash. 
Secretary DILLON. The on ly cash tha t is included i n tha t figure 

wou ld be these U.S. notes, wh ich are $300 mi l l ion. 
Senator KERR. NO, no, he said how much d id you have i n the 

Treasury. 
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Secretary DILLON. Oh, how much is our cash balance in the Treas-
u r y now? 

S e n a t o r KERR. Yes . 
Secretary DILLON. I t h i n k i t is about $9 b i l l ion. 
Senator KERR. SO you have about $11 b i l l ion leeway as of today? 
Secretary DILLON. Yes. 
We have jus t received about $5 b i l l ion in taxes i n the last week, 

and tha t is the reason our balance is so high. 
Senator KERR. NOW, t ha t $299 b i l l ion of indebtedness is in what 

form? 
Secretary DILLON. T h a t is i n various forms. 
I t is i n what we call Treasury bi l ls. Treasury certif icates, Treasury 

notes, and Treasury bonds. 
Senator KERR. IS there any difference in the language evidencing 

the debt? 
W h a t does each one of t hem say? 
Secretary DILLON. The U n i t e d States w i l l pay to the bearer 
Senator KERR. On a certain date? 
Secretary DILLON. On a certain date whatever the amount m a y be, 

and then i f i t is a coupon bond, there wou ld be coupons for interest; 
i f i t is a discount certif icate, i t jus t wou ld say the face amount t ha t 
wou ld be payable on a certain day. 

Senator KERR. Then we have outstanding $30-some b i l l ion i n 
currency; we have $200 and how m a n y b i l l ion i n commercial bank 
deposits? 

Secretary DILLON. T h a t figure, I t h ink , was $220 or $237 b i l l ion? 
Senator KERR. T h a t makes a to ta l of $267 b i l l ion, and we have 

approx imate ly $300 b i l l ion i n publ ic debt. 
Secretary DILLON. T h a t is r ight . 
Senator KERR. Each one of which is a signed statement b y a 

representat ive of the U.S. Government t ha t the U.S. Government , 
the Government of the Un i t ed States w i l l pay to the bearer on such 
and such a date these numbers of dollars? 

Secretary DILLON. The whole publ ic debt says tha t , yes. 
Senator KERR. SO t ha t $237, $267 and $300, t ha t is $567 b i l l ion? 
Secretary DILLON. T h a t is r igh t . 
Senator KERR. YOU said a whi le ago i t was ent i re ly possible tha t 

the $237 b i l l i on could be deposited i n the Federal Reserve System? 
Secretary DILLON. I cannot qui te conceive how tha t wou ld be done, 

because, ord inar i l y , a bank wou ld deposit currency or make a check 
deposit i n the Federal Reserve System wh ich wou ld then credi t t h a t 
bank and debi t the other bank. 

Senator KERR. B u t i f there is tha t much deposits and if a bank can 
p u t any amount of i ts money in the Federal Reserve Bank , i t is 
phys ica l ly possible for tha t al l to be deposited? 

Secretary DILLON. Then i t wou ld be the depository, I suppose, fo r 
al l the deposits i n the count ry , and al l the banks wou ld have those 
claims on the Federal Reserve. 

Senator KERR. T h a t is r igh t . 
So then, i n ac tua l i ty , there is $667 b i l l ion which are either promises 

of the U.S. Government to pay dollars 
Secretary DILLON. 567, yes. 
Senator KERR. 567, either promises of the Federal Government to 

pay dollars or theoret ical ly deposits in the Federal Reserve Bank . 
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N o w , wou ld i t be possible for everybody tha t owns Government 
bonds, when they come to you, to say, "X don ' t wan t a new bond; 
I jus t wan t the dol lars"? 

Secretary DILLON. T h a t is per fect ly possible. 
Senator KERB. A n d if such should develop to be the s i tuat ion, and 

the Treasury could no t sell any more bonds, wha t wou ld you do? 
Secretary DILLON. Wel l , i f tha t was the case, the on ly way you 

could handle the mat te r wou ld be to pay the bonds off i n currency. 
Senator KERR. NOW, where wou ld you get i t? 
Secretary DILLON. YOU wou ld have to p r i n t i t . 
Senator KERR. Does no t al l this add up to the def ini te rea l i t y t h a t 

the business of hav ing so much gold back of our currency is Federal 
Reserve deposits is a pure m y t h ? 

Secretary DILLON. I t does not have any effect on domestic credit a t 
the moment at all. T h a t was the theory, bu t i t has no t worked i n t ha t 
way because i t could no t work . As you say, every t ime we have 
approached tha t s i tuat ion, we have had to lower the l im i t , wh ich 
Congress has done a number of times, f r o m 40 percent down to 25 
percent. They wou ld have to do i t again, because i t wou ld be to ta l l y 
impract ical , i f you got to tha t s i tuat ion, to t r y to enforce the l im i t . 
So, to t ha t extent, the fact t ha t tha t l i m i t wou ld have any real effect 
on our economy domestical ly is inconceivable, and i t wou ld be a m y t h . 

Senator KERR. W h a t is the to ta l publ ic and pr iva te debt? 
Secretary DILLON. The latest figures we have are $1,073 b i l l ion. 
Senator KERR. $1,073 t r i l l ion? 
Secretary DILLON. $1,073 t r i l l ion , excuse me. 
Senator KERR. HOW much credi t can the Federal Reserve banks 

create? 
Secretary DILLON. The bank ing system can create credit , based on 

the Reserve regulations of the Federal Reserve System, i n va ry ing 
amounts depending on the amount of reserves they have to keep—but 
the general ru le-o f - thumb is $6 for every $1. 

Senator KERR. Of deposits? 
S e c r e t a r y DILLON. Yes . 
Senator KERR. B u t a deposit can be created i f the Federal Reserve 

so accepts i t and the member bank so desires i t b y the discount ing b y 
the member bank of the notes of i ts customer? 

Secretary DILLON. T h a t is correct. 
Senator KERR. Then is i t no t a fact t h a t under the present system 

t h a t there is no l i m i t to the publ ic and pr ivate debt t ha t can be created 
and handled th rough the Federal Reserve System? 

Secretary DILLON. NO legal l im i t , no, no real l im i t . 
Senator KERR. A n d since whatever amount of debt is created, 

theoret ical ly , a very great p ropor t ion of i t could, th rough the work ing 
of our system of bank credit and member bank relat ionship to the 
Federal Reserve Board, become a deposit i n the Federal Reserve bank. 

Th is business of ta l k ing about hav ing gold back of our currency 
i n deposits i n the Federal Reserve bank is a relic of another age when 
we had a l im i ted economy and a l im i ted st ructure of credit , and t h a t 
aside f r om the psychological elements involved, the theory of gold back 
of the currency in the Federal Reserve deposits is a m y t h and a relic 
of a per iod t ha t is no par t of th is day and th is economy. 

Secretary DILLON. I t h i n k t h a t is perfect ly true, as I t h i n k I said 
earlier i n answer to some questions f r om another member of the com-
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mit tee, t ha t the real purpose of gold i n the wor ld today is to balance 
in ternat ional accounts, and t h a t is the on ly real use i t has. 

N o other count ry in the wo r l d tries to or has a simi lar provis ion of 
l aw as ours t ha t there should be a 

Senator KERR. The p r ima ry funct ion of our gold, then, is to ma in-
ta in the conver t ib i l i t y of the dol lar? 

Secretary DILLON. T h a t is the purpose of our gold reserve. 
Senator KERR. The Senator f r om Oklahoma was among those on 

the Finance Commi t tee who i n 1957 and 1958 saw the s i tuat ion devel-
op ing where i t was per fect ly apparent t ha t our so-called gold reserve 
was me l t i ng and m o v i n g f r o m the s i tuat ion where we owned gold 
beyond wha t our requirements were for reserve back of our currency 
and our Federal Reserve deposits to meet the leg i t imate claims of 
foreign central banks own ing dollars. 

I t was perfect ly apparent i n 1957 and 1958 t h a t the t rend of the 
t imes was such tha t the day was no t far d is tant , unless the c i rcum-
stances were changed, t h a t there wou ld be more claims against gold 
t han there was gold i n th is coun t ry to meet t hem i f everybody came 
and asked for i t . 

T h a t has arr ived. 
Secretary DILLON. T h a t is correct. 
Senator KERR. I wan t to congratulate the Treasury upon the 

efforts i t is m a k i n g to restore a balance or equ i l ib r ium in the balance 
of payments. 

I believe tha t the on ly question the Senator f r om Oklahoma had 
to ask the Secretary of the Treasury when he was before us for con-
firmation, maybe two questions, was whether or no t a balance or an 
equ i l ib r ium could be restored i n the balance of payments, and the 
Secretary said i t could, and I asked the Secretary i f i t was his f ixed 
purpose and t ha t of th is admin is t ra t ion to b r ing t ha t condi t ion about 
as qu ick l y as i t could be, w i t h o u t d is rupt ing the domestic economy, 
and the foreign relat ions, and the trade and commerce of the count ry , 
and he said t ha t i t was. 

A n d I wan t to congratulate h i m on the fact t h a t t ha t was his 
posi t ion then and tha t he has been mov ing i n tha t di rect ion, and I 
am of the op in ion t ha t t ha t is s t i l l the fixed purpose of the Secretary 
and the admin is t ra t ion. 

Secretary DILLON. T h a t is s t i l l the fixed purpose of the admin is t ra-
t ion , and we are cont inua l ly mak ing progress in t ha t direct ion. 

The under ly ing s i tuat ion i n our balance of payments continues to 
improve. 

Senator KERR. I wou ld say tha t probably no ma t te r how hard you 
are wo rk ing i n tha t d i rect ion now, you are not work ing any harder 
t han the admin is t ra t ion was 10 years ago to handle its balance of 
payments so t ha t our amount of gold wou ld decrease and tha t of other 
countr ies increase to close the so-called dol lar gap. 

Secretary DILLON. I t h i n k tha t wo rk of theirs was probab ly a l i t t l e 
easier t han our present job. 

Senator KERR. Wel l , they succeeded i n closing i t and got up such 
m o m e n t u m i n doing i t t ha t when a lo t of people woke up, the stream 
of gold i n the t rade and commerce of the wor ld in ma in ta in ing con-
ve r t i b i l i t y of the dol lar was such tha t , instead of hav ing a dol lar gap, 
we had a dol lar deficit. 

Secretary DILLON. T h a t is r igh t . 
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Senator KERR. I hope we w i l l be as successful i n restor ing i t as we 
were i n e l iminat ing the gap. 

Secretary DILLON. SO do I . 
I am sure we w i l l be. 
Senator KERR. T h a n k you very much, M r . Secretary. Y o u have 

been very k i n d , ve ry pat ient , and very i n fo rma t i ve—both y o u and 
the D i rec tor of the Budget . 

The cha i rman asked me to announce tha t the commit tee wou ld 
meet i n the morn ing at 10 o'clock. 

(Whereupon, at 3:55 p.m., the hearing was adjourned, to reconvene 
a t 10 a.m., Wednesday, June 27, 1962.) 

O 

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




