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Letter of Transmittal
DECEMBER 30, 1955.

The PRESIDENT.

SIR: The Council of Economic Advisers submits this Annual Report
for calendar year 1955 in accordance with the requirements of Congress,
as set forth in Section 4 (d) of the Employment Act of 1946.

Respectfully,
ARTHUR F. BURNS, Chairman.

JOSEPH S. DAVIS,

RAYMOND J. SAULNIER.
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Report to the President on the Activities of the Council
of Economic Advisers During 1955

The Employment Act of 1946 declares it to be the continuing policy and
responsibility of the Federal Government to promote maximum employ-
ment, production, and purchasing power by all means consistent with its
other obligations and in a manner calculated to foster free competitive
enterprise and the general welfare. The Council of Economic Advisers
was established under this Act.

On August 1, 1953 the Council was reconstituted under the President's
Reorganization Plan No. 9 of 1953. This reorganization strengthened the
internal administration of the Council and clarified its relationships with
the President.

Changes in Council Membership

Neil H. Jacoby, who served as a member of the Council from September
15, 1953 to February 9, 1955, while on leave from his university duties, re-
turned on the latter date to the deanship of the School of Business Adminis-
tration at the University of California, Los Angeles. Walter W. Stewart,
Professor Emeritus at the Institute for Advanced Study, Princeton, New
Jersey, who served as a member of the Council from December 2, 1953,
resigned April 29, 1955, but he has continued to serve the Council in a
consultant capacity.

Raymond J. Saulnier, Professor of Economics at Barnard College and
Director of the Financial Research Program of the National Bureau of
Economic Research, both of New York City, was nominated for member-
ship on the Council on March 23, 1955. Joseph S. Davis, Director Emeritus
of the Food Research Institute, Stanford University, was nominated at the
same time. Both nominations were confirmed on April 1, 1955. Mr.
Saulnier took office on April 4, 1955 and Mr. Davis on May 2, 1955.

Major Activities During the Year

During the year, the Council kept economic developments under close
and continuous scrutiny and reported regularly to the President, through its
Chairman, on current economic conditions and prospects. In a year
marked by rapid economic expansion not only in our own country but
throughout the Free World, the central object of the Council was to advise
the President on policies that would promote the extension of prosperity
and at the same time restrain excesses that could eventually lead to eco-
nomic recession. The Council gave special attention to monetary, finan-

158

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



rial, and agricultural problems, and to ways of extending prosperity to
lagging areas.

As in previous years, the Council worked closely with the departments
and agencies of the Government whose activities bear significantly on eco-
nomic developments. The Chairman attended Cabinet meetings regu-
larly, and presented the Council's views on economic conditions and on
policies that would contribute to continuing prosperity. The Council
kept in close touch with other policy-making and advisory groups in the
Executive Branch, including the National Security Council, the Defense
Mobilization Board, the National Advisory Council on International Finan-
cial and Monetary Problems, and the Council on Foreign Economic Policy.

The Council assisted in the preparation of the Economic Report of the
President, transmitted to the Congress on January 20, 1955. This Report
dealt with economic developments and policies during 1953-54. It also
presented the President's recommendations to the Congress and his sug-
gestions to State, local, and private groups for actions that would promote
stable economic growth.

Hearings on the Economic Report of the President were held by the
Joint Committee on the Economic Report in January and February 1955.
The Chairman of the Council, accompanied by the other Council Members,
was the first witness at these hearings, appearing in executive session on
January 24. He discussed the findings and recommendations of the Report.
Responding to requests from members of the Committee, the Council later
submitted additional materials as part of its testimony.

The review of Economic Indicators, which the Council undertook last
year with the Joint Committee on the Economic Report, was completed.
A number of improvements suggested by the Council's study were incor-
porated in the publication in the course of the year, as the technical
problems associated with these changes were solved.

Advisory Board on Economic Growth and Stability

During the year, the Department of Health, Education, and Welfare
was added to the agencies represented on the Advisory Board on Economic
Growth and Stability. This change brought the membership of the Board
to ten. The expectation expressed by the President at the time of the
Advisory Board's establishment, namely, that it would make the work of
the Council more effective at the top policy level of the Executive Branch,
has been fully realized. The Advisory Board, which meets weekly, has
been immensely helpful in coordinating the economic policies and actions
of the various departments and agencies of the Government. The Chair-
man of the Council serves also as the Chairman of the Advisory Board.

The present membership of the Board is as follows:
Department of State—Herbert V. Prochnow, Deputy Under Secretary

for Economic Affairs
Department of the Treasury—W. Randolph Burgess, Under Secretary

for Monetary Affairs
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Department of Agriculture—True D. Morse, Under Secretary
Department of Commerce—Walter Williams, Under Secretary
Department of Labor—Arthur Larson, Under Secretary
Department of Health, Education, and Welfare—Marion B. Folsom,

Secretary
Board of Governors of the Federal Reserve System—Abbot L. Mills,

Member of the Board
Bureau of the Budget—Percival F. Brundage, Deputy Director
The White House Office—Gabriel Hauge, Administrative Assistant to

the President
Council of Economic Advisers—Arthur F. Burns, Chairman

Task Forces

During the year, the Council kept five interagency task forces active,
each under the chairmanship of a senior member of the Council's staff.
They concerned themselves with the following subjects: private pension
plans, the economic status of low-income families, "spot" unemployment,
financial and credit developments, and problems in housing and home
financing. The last named of these task forces was especially busy during
the year, and its work assisted materially in improving information about
trends in home building and home financing. The task force on "spot"
unemployment made an important contribution to the development of
a proposal that will be presented to the Congress early in the coming session.

Other Activities

During the year, two Council members participated in meetings of the
Organization for European Economic Cooperation and associated coun-
tries, held in Paris. Mr. Burns attended the May meeting, at which ex-
perts exchanged views on economic conditions and prospects. Mr. Saulnier
attended the September meeting, to participate in OEEC's annual com-
prehensive review of economic conditions.

The Council handled a large volume of correspondence on economic
questions. Some of the communications were received directly. A con-
siderable number were referred to the Council by other agencies and by
the White House.

Members of the Council's staff participated in training conferences and
seminars held by other government agencies for new employees and visiting
foreign experts. Staff members also served on a number of interagency
committees organized by other agencies.

Cooperation Received

The Council continued to receive cordial cooperation and willing assist-
ance from other government and private agencies. Special analyses and
studies were made for the Council, factual materials were compiled for its
use, and experts from other government agencies participated in its con-
ferences and task forces.
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As provided for in Section 4 (e) of the Employment Act, the members
of the Council met from time to time with representatives of business, labor,
agriculture, finance, consumer interests, and universities.

Public Works Planning

A small unit was established by the Council in 1954 to coordinate public
works planning. This unit, in cooperation with the Bureau of the Budget,
completed an inventory of Federal public works plans, which the Council
had initiated early in 1953. The inventory showed the location of each
project, its urgency, status of planning and financing, the time required for
commencing and for completing, and so on. Arrangements were made in
1955 to maintain this inventory on an annual basis. In addition, a survey
of the status of State and local public works plans was carried out in late
1954 and early 1955, in cooperation with the Housing and Home Finance
Agency and the Bureau of the Census.

In view of the experience gained, the Council recommended that greater
and more systematic attention be given to public works planning. To
broaden the scope of this activity and to make it more effective, the function
of public works planning was transferred from the Council to the White
House Office on August 12, 1955, when a Special Assistant to the President
was appointed to coordinate publics works planning. Close cooperation
with the Council is being maintained by the new unit on public works
planning.

Staffing
The Council has continued to make staff assignments so that develop-

ments in every major field embraced by its responsibilities—industrial pro-
duction, agriculture, employment and unemployment, wages and prices,
the national income and its distribution, public and private finance, inter-
national trade and finance, technology, business organization and practices,
social security, etc.—are under the scrutiny of a senior staff member, who
assumes responsibility for enlisting the cooperation of governmental and
private agencies in compiling, analyzing, and evaluating information in his
area of specialization.

The following are members of the senior staff, including those serving
on a part-time basis: Leo Grebler, Dale E. Hathaway, Bert G. Hickman,
Frances M. James, Alfred E. Kahn, David W. Lusher, Raymond F. Mike-
sell, Joseph A. Pechman, Charles L. Schultze, Louis Shere, George P.
Shultz, Irving H. Siegel, Walter W. Stewart, and Collis Stocking.

At the end of the year, the personnel of the Council numbered 30, count-
ing all ranks.

Budget for Fiscal Years 1955 and 1956

For fiscal year 1955, the Council had an appropriation from the Congress
of $285,000 plus the unexpended balance from the preceding year's appro-
priation. Since this balance amounted to $65,500, the sum at the Council's
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disposal was $350,500. The amount obligated during the year came to
$321,590.

For fiscal year 1956, the Congress appropriated $325,000 for the Council's
activities. The reduced appropriation reflects, among other factors, the
transfer of the function of coordinating public works planning from the
Council to the White House Office.

162

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




