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Letter of Transmittal

DECEMBER 31, 1956.

The PRESIDENT.

SIR: The Council of Economic Advisers submits this Annual Report for
calendar year 1956 in accordance with the requirements of Congress, as
set forth in Section 4 (d) of the Employment Act of 1946.

Respectfully,
RAYMOND J. SAULNIER, Chairman.
JOSEPH S. DAVIS.

PAUL W. MGCRAGKEN.
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Report to the President on the Activities of the Council
of Economic Advisers During 1956

The year 1956 marked the tenth anniversary of the establishment of the
Council of Economic Advisers by the Employment Act of 1946. The
Council was created to help carry out the purposes of the Employment Act,
which include promotion by the Federal Government of 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. This was also the third full year since
reconstitution of the Council under the President's Reorganization Plan
No. 9 of 1953. That Plan clarified the relationship between the Council
and the President by transferring to the Chairman of the Council the
function of reporting the Council's views and activities to the President.
It also strengthened the internal administration of the Council by trans-
ferring to its Chairman the responsibility for employing staff, specialists,
and consultants.

Advisory Board on Economic Growth and Stability

At the time the President transmitted the Reorganization Plan to the
Congress, he established an Advisory Board on Economic Growth and Sta-
bility, under the chairmanship of the Council Chairman. The members of
the Board are high-ranking officials of various departments and agencies
responsible for programs which have an important bearing on economic
developments. The present members of the Board are as follows:

Department of State—Successor to Herbert V. Prochnow, Deputy
Under Secretary for Economic Affairs, not yet appointed

Department of the Treasury—W. Randolph Burgess, Under Secretary
Department of Agriculture—True D. Morse, Under Secretary
Department of Commerce—Walter Williams, Under Secretary
Department of Labor—Successor to Arthur Larson, Under Secretary,

not yet appointed
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, Director
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The White House Office—Gabriel Hauge, Special Assistant to the
President

Council of Economic Advisers—Raymond J. Saulnier, Chairman

The Advisory Board meets a distinct need of Government by providing
a forum for discussion and informal coordination of the economic policies
of various departments and agencies. The Board has met regularly at
frequent intervals since its establishment and has been of practical value to
the Council in evaluating economic developments and formulating policies
to promote stable economic growth.

Council Membership

Arthur F. Burns, who joined the Council on March 18, 1953 and served
as its Chairman, resigned on December 1, 1956. The President appointed
Raymond J. Saulnier, a member of the Council since March 23, 1955, to
succeed Mr. Burns.

The vacancy left by Mr. Burns' resignation and Mr. Saulnier's appoint-
ment as Chairman was filled by the nomination by the President of Paul W.
McCracken. Mr. McCracken is on leave from his position as Professor of
Business Conditions, School of Business Administration, University of
Michigan. Prior to his nomination, Mr. McCracken served as a member
of the senior staff of the Council. Joseph S. Davis, Emeritus Director of
the Food Research Institute, Stanford University, became a member of the
Council on May 2, 1955.

Council Activities

In carrying out its responsibility of advising the President on economic
policies and programs designed to achieve the objectives of the Employ-
ment Act, the Council gave special attention during 1956 to recent advances
in costs and prices and to problems of those parts of the economy which have
not shared fully in the general prosperity.

Consideration was given to measures for maintaining a satisfactory rate of
home building, promoting agricultural adjustments, and improving farmers'
income.

Extensive analyses were made of problems faced by communities expe-
riencing persistent and relatively high unemployment. On the basis of
these analyses, measures were recommended for helping to reduce local
unemployment through joint programs of local, State, and Federal govern-
ments and civic groups.

Until his resignation Mr. Burns served as Chairman of the Cabinet
Committee on Small Business established by the President on May 31, 1956.
Later these duties were assumed by Mr. Saulnier. The Committee has
continuing responsibilities for making recommendations for legislative and
administrative actions to strengthen the economic position and to foster the
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sound development of small businesses. The members of the Committee are
as follows:

Charles E. Wilson, Secretary of Defense
Sinclair Weeks, Secretary of Commerce
James P. Mitchell, Secretary of Labor
Arthur S. Flemming, Director, Office of Defense Mobilization
Albert M. Cole, Administrator, Housing and Home Finance Agency
Wendell B. Barnes, Administrator, Small Business Administration
Raymond J. Saulnier, Chairman, Council of Economic Advisers

In its first Progress Report, published on August 7, 1956, the Committee
recommended a number of specific policies that would aid small businesses.

Mr. Saulnier represented the Council on the Defense Mobilization Board
until December, when he was succeeded by Mr. McCracken. Mr. Burns
represented the Council of Economic Advisers on the Council on Foreign
Economic Policy; Mr. Davis usually served as his alternate.

Two Council members participated during the year in the Paris meetings
of the Organization for European Economic Cooperation. Mr. Burns
attended the April meeting, at which experts exchanged views on economic
conditions and prospects. Mr. Saulnier attended the September meeting
to participate in OEEC's comprehensive annual review of economic
developments.

As in previous years, the Council has handled a large volume of corre-
spondence on economic questions. Some of the communications were
received directly. A considerable number were referred to the Council by
other agencies and by the White House.

Several interagency task forces were established by the Council during the
year. One examined ways and means by which the contribution of the
Federal-aid highway program to economic stability might be maximized.
Another examined debt developments bearing on economic growth and
stability. A third examined the problems of consumers and explored pos-
sible ways of improving Government protection of consumer interests.

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.

The Council assisted in the preparation of the Economic Report of the
President3 transmitted to the Congress on January 24, 1956. The Report
reviewed developments and policies during 1954-55 and made recommenda-
tions to the Congress and suggestions to State, local, and private groups for
actions designed to promote stable economic growth. In 1956, all of the
30,000 copies that were printed were distributed. Over half of the total
were sold to the public by the Superintendent of Documents.

Economic Indicators, a monthly compendium of current economic statis-
tics prepared by the Council and published by the Joint Economic Com-
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mittee, is being used more extensively each year. In addition to the copies
distributed to members of the Congress and to libraries, copies go to over
6,000 paying subscribers.

Staff and Organization

The total number of staff members of the Council is 31, of whom 16,
including part-time consultants, constitute the senior staff. All of the
senior staff members are economists with established reputations for judg-
ment and skill in objective analysis. Staff assignments are made by subject
matter, so that developments in major fields embraced by the Council's
responsibilities—national income, public finance, money and credit, busi-
ness organization, manpower, agriculture, international trade and finance,
technology, social security, prices, productivity, etc.—are continually under
expert scrutiny. Each staff member cooperates closely with other agencies
of the Government. Contacts are maintained with business, labor, and
other pertinent private economic groups, as an aid in analyzing and evaluat-
ing economic developments.

The Council has continued the practice of rotating a part of its senior
staff, to take advantage of the services of university faculty members who are
not available on a permanent basis. Five members of the present senior
staff, on leave of absence from universities, are replacements for staff
members whose leaves from university posts expired earlier this year. In
addition, three members of university faculties serve the Council as Con-
sultants while continuing in their university positions. The members of the
senior staff now include Leo Grebler, Frances M. James, Alfred E* Kahn,
Marshall A. Kaplan, Clarence D. Long, David W. Lusher, Daniel Marx, Jr.,
Raymond F. Mikesell, Frank E. Norton, Kenneth D. Roose, Charles L.
Schultze, Irving H. Siegel, Walter W. Stewart, Collis Stocking, Boris C.
Swerling, and Philip E. Taylor.

Budget for Fiscal Years 1956 and 1957

For the fiscal year 1956, the Council received an appropriation from
the Congress for $329,000. It finished the year with a small unobligated
balance.

For the fiscal year 1957, the Congress appropriated $365,700 for the
Council's activities. The increased appropriation was needed primarily to
enable the Council to meet the salary increases required by the Federal
Employees Salary Increase Act of 1955.
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