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

I am transmitting my recommendations for the Budget of the 
United States for the fiscal year ending June 30, 1950. 

Under the laws of our country, the Budget, when approved by the 
Congress, becomes the plan of action for the Federal Government. 
It thus embodies decisions of tremendous importance, particularly in 
these times, to the American people and to the entire world. The 
preparation of the Budget is one of the most important duties of the 
President. It represents a carefully prepared plan for carrying out 
the many activities and services of Government which the Congress 
has authorized, and others which I am recommending, in response to 
the needs and desires of the American people. 

This is the fourth Budget prepared since the close of World War II. 
The character of the postwar world still presents many complex prob-
lems and unanswered questions. This Budget is the clearest expres-
sion that can be given at this time to the program which the 
Government of the United States should follow in the world today. 

It is founded on the conviction that the United States must continue 
to exert strong, positive effort to achieve peace in the world and grow-
ing prosperity at home. Substantial direct assistance is provided for 
other members of the family of nations, and expenditures in support 
of our armed forces are materially increased. Funds are included for 
the necessary strengthening of our economy through the development 
and conservation of the Nation's productive resources. Increased 
emphasis is placed on the provision of badly needed measures to pro-
mote the education, health, and security of our people. 

To support this program, the Budget provides for expenditures of 
41.9 billion dollars for the fiscal year 1950, about 1.7 billion dollars 
above the requirements for the present year. Under existing law and 
with continuing high levels of economic activity, revenues for the fiscal 
year would be 41 billion dollars. This would result in an estimated 
deficit of 873 million dollars. 

In a period of high prosperity it is not sound public policy for 
the Government to operate at a deficit. A Government surplus at 
this time is vitally important to provide a margin for contingencies, 
to permit reduction of the public debt, to provide an adequate base 
for the future financing of our present commitments, and to reduce 
inflationary pressures. I am, therefore, recommending new tax legis-
lation to raise revenues by 4 billion dollars. Because of the normal 
lag in the collection of taxes, however, tax receipts in the fiscal year 
1950 would be considerably less. 
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MlO MESSAGE OF THE PRESIDENT 

In presenting this financial program to the Nation, I have carefully 
considered the present economic situation of our country and the 
effect upon it of large Government expenditures. The Economic 
Report, submitted recently to Congress, emphasized the compelling 
need for financial prudence by the Government at this time. The 
actions taken in preparing this Budget reflect that policy. 

Because of heavy prior commitments requiring larger expenditures 
for a number of continuing programs in the fiscal year 1950 and the 
presence of inflationary forces in our economy, it has been necessary 
to deny many requests for additional funds which would normally be 
desirable. Necessary increases in our national defense program are 
expected to result in additional expenditures in 1950 of 2.5 billion 
dollars, or 21 percent, over 1949. Public works already authorized 
and now under way also require higher expenditures. Despite these 
and other unavoidable increases, the total expenditures contemplated 
for 1950 are only 1.7 billion dollars above the level of the present 
fiscal year. 

Within the framework of this Budget, provision is made for inaugu-
rating certain essential economic and social programs which should no 
longer be delayed. An estimate of 290 million dollars is included for 
aid to education. An additional 500 million dollars is included for 
such programs as housing and slum clearance, expanded social secu-
rity and the national health program. In addition, there will be an 
increase in receipts and expenditures of trust accounts under my rec-
ommendation for strengthening the contributory social insurance 
system. 

The plans of each Government agency have been thoroughly re-
viewed, and the amounts shown in the Budget represent, in my 
judgment, the minimum requirements for the next fiscal year. I 
believe that this Budget reflects the necessities of our national policy 
and the desires of our people and that an extensive review by the 
Congress will result in its acceptance as a sound program of govern-
mental action. 

BUDGET TOTALS 

[Fiscal years. In millions] 

1948 
actual 

1949 
estimated 

1960 
estimated 

Receipts._ _ $42, 211 
33,791 

$39, 580 
40,180 

$40,985 
41,858 Expenditures.. 

$42, 211 
33,791 

$39, 580 
40,180 

$40,985 
41,858 

Surplus H-) or deficit ( - ) 

$42, 211 
33,791 

$39, 580 
40,180 

$40,985 
41,858 

Surplus H-) or deficit ( - ) +8,419 - 6 0 0 - 8 7 3 

NOTE.—Estimated expenditures are based on existing and proposed legislation. Estimated receipts 
exclude new tax proposals. Throughout this Budget, payments of refunds of Government receipts are 
reported as deductions from total receipts; in the past, they have been reported as expenditures. 
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MlO MESSAGE OF THE PRESIDENT 

The 1950 Budget, like all those since the end of the war, is dominated 
by our international and national defense programs. Together, they 
are expected to amount to 21 billion dollars, or half of all Budget 
expenditures. 

International affairs and finance account for 6.7 billion dollars of 
expenditures in the fiscal year 1950, compared with 7.2 billion dollars 
in 1949. Most of these funds will be spent as part of the strong 
economic support we are extending to the free nations of Western 
Europe, whose recovery is the key to continued independence and 
to safeguarding freedom in many other parts of the world. Our 
investment in European recovery will repay us many times in terms 
of increased strength and improved organization for peace. 

But in existing circumstances, economic strength is not enough to 
assure continued independence to free peoples. Under the Charter of 
the United Nations, therefore, we have been discussing with some 
of the Western European countries measures designed to increase the 
security of the North Atlantic area. To further this objective, I 
expect later to request funds for providing military supplies to those 
countries and to certain other countries where the provision of such 
assistance is important to our national security. It is not possible 
now to predict accurately what will be needed, and I have therefore 
included no allowance in the Budget. The fact that additional funds 
will be required to meet the demands of this program emphasizes 
even more strongly the need for increased revenues in the years 
ahead. 

While we believe that active participation in the work of the United 
Nations and support for the economic recovery and growing strength 
of free nations are the most important steps we can take toward peace, 
we must also maintain adequate national defense forces. In this 
Budget, expenditures for national defense are estimated to total 14.3 
billion dollars in 1950, compared to 11.8 billion dollars for 1949. 
New authorizations recommended for national defense in 1950 total 
15.9 billion dollars. Defense expenditures to maintain the present 
program are expected to be higher in 1951, as a result of expand-
ing programs now under way and the large orders already placed for 
aircraft, ships, and other material and equipment, which will be 
delivered and paid for in the next few years. 

The military forces recommended in this Budget are the most 
powerful this Nation has ever maintained in peacetime. The principal 
objective we should have in mind in planning for our national de-
fense at this time is to build a foundation of military strength which 
can be sustained for a period of years without excessive strain on our 
productive resources, and which will permit rapid expansion should the 
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MlO MESSAGE OF THE PRESIDENT 

need arise. The recommendations in this Budget move toward this 
objective. I believe that they will permit this Nation to maintain a 
proper military preparedness in the present uncertain period. 

Two other commitments of the Government will continue to have 
a major impact on Budget expenditures in the fiscal year 1950. These 
are interest on the public debt and our program of services and bene-
fits provided for veterans and their dependents. Together they total 
11 billion dollars, or 26 percent of the Budget. 

A general decline in the number of veterans drawing readjustment 
benefits reduces expenditures for veterans to 5.5 billion dollars, 1.3 
billion dollars below the current year. Interest on the public debt, 
however, shows an increase from 5.3 billion dollars in 1949 to more 
than 5.4 billion dollars in 1950. 

Expenditures for all activities of the Federal Government, exclusive 
of those required for the four items—international, national defense, 
veterans, and interest on the public debt—total 10 billion dollars or 
24 percent of the Budget. 

Programs devoted to social welfare, health, and security require ex-
penditures of 2.4 billion dollars. Of this amount nearly half is in 
direct grants to States for public assistance. 

Development of our natural resources, including atomic energy, is 
estimated to cost 1.9 billion dollars. Programs devoted to agriculture 
and agricultural resources require expenditures of 1.7 billion dollars. 
Provision for transportation and communication facilities and serv-
ices, many of them supporting our national defense activities, requires 
1.6 billion dollars. 

All other activities of Government—for housing, education, labor, 
finance, commerce, and industry and the costs of general govern-
ment—amount to 2.3 billion dollars, or 5 percent of the total Budget. 

Expenditures of 6.4 billion dollars are included within the foregoing 
Budget totals for new legislation. Of this amount, 5.6 billion dollars 
is directly concerned with international and national defense activities, 
while the remainder provides for domestic needs. 

There are many activities of Government, authorized at various 
periods, which impose continuing financial obligations and tend to 
represent fixed elements in the Budget. A careful review has been 
made of these programs to assure that they meet only the most essen-
tial needs in the light of present conditions. As a result, cutbacks 
have been recommended in the veterans' hospital construction pro-
gram, recommendations for new public works have been included 
only where it is not in the public interest to postpone them, as in the 
case of some power projects, and an increase in postal rates has been 
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MlO MESSAGE OF THE PRESIDENT 

recommended to lower the postal deficit. Similar changes are re-
flected in other areas. 

In addition, a great deal of effort has been devoted to achieving the 
economies which should be obtained through more effective organi-
zation and conduct of Government operations. There is no easy way 
of attaining this type of economy, but the size and complexity of our 
governmental activities require that we devote continuing attention 
to improving the management of the public business. Further, we 
must make it possible for responsible Federal executives to take the 
actions which will lead to increased efficiency, economy, and closer 
coordination of activities. 

To make more rapid progress toward this goal, to which I am firmly 
committed, this Budget includes a request for a management improve-
ment fund of 1 million dollars to be appropriated to the President 
and utilized by him to carry on necessary and worth-while manage-
ment improvement activities. The Budget also reflects certain antici-
pated savings which should result from management improvement 
activities now under way. 

To strengthen further the management of the Government, I am 
recommending the immediate enactment of legislation to increase the 
salaries of the heads and assistant heads of the departments and 
agencies. The Budget includes a tentative estimate of the funds 
needed to provide these increases. I also recommend that the Classi-
fication Act be revised to permit the payment of more realistic salaries 
to career employees and to correct the dislocations and inequities 
created in recent years. The Government and its employees should 
be assured that the salaries paid for positions at all levels are fair 
compensation for the work performed. 

Fiscal prudence requires that we consider the Government's pro-
gram, not on the basis of a single year alone, but in the light of the 
continuing national policies already adopted. It must be recognized 
that expenditures in the fiscal year 1951 are likely to be larger than 
those for 1950. Expenditures for national defense can be expected 
to rise substantially above the level estimated for 1950. We cannot 
expect any material decline in our international responsibilities. We 
must face squarely the fact that we foresee a deficit in the fiscal year 
1950 under existing tax laws, even without any allowance for new 
military aid, and that even higher expenditures will probably be 
required in future years. 

Furthermore, in the fiscal year 1950, the present large excess of 
receipts of trust accounts, with its anti-inflationary effects, will be 
sharply reduced by the scheduled payment to veterans of a dividend of 
about 2 billion dollars from the national service life insurance fund. 
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Finally, it must be apparent that in times like the present we must 
be in a position to make new plans if conditions change. I do not 
consider it prudent under such circumstances for the Government 
finances to be in unbalance, or even in precarious balance. In 
prosperous times like the present, we should take the necessary steps 
to reduce the public debt and place the Government finances on a 
sounder footing. 

Therefore, I am recommending that the Congress enact new 
revenue legislation. 

It is not an easy step for me to take to recommend new taxes. I 
do so with a double conviction, first, that under present circum-
stances a prosperous country cannot afford an unbalanced budget 
and second, that after thorough review of the cost of each Govern-
ment program my recommendations represent a level below which 
our responsibilities will not permit us to go in the next fiscal year. 

The Budget of the United States Government is large because its 
responsibilities are large. The Budget reflects the realities of our 
international position and our concern for a strong and progressive 
domestic economy. This Nation is today the strongest bulwark of 
freedom in the world. The decisions we make concerning our na-
tional finances must be based on a sober understanding of this fact. 

BUDGET RECEIPTS 

On the basis of existing tax legislation, Budget receipts for the 
fiscal year 1950 are expected to total 41 billion dollars, an increase of 
more than a billion dollars over receipts in the current fiscal year. 
The estimates assume the continuance of full employment and 
approximately the current levels of economic activity. 

Income taxes.—Income taxes on individuals and corporations are 
the major source of revenue of the Federal Government. Receipts 
from these taxes represent over two-thirds of Budget receipts at 
present. 

The Revenue Act of 1948, passed over my veto, is causing a sharp 
reduction of individual income tax collections in the fiscal year 1949. 
Even though the continuation of the present high level of personal 
income is assumed, these receipts in the fiscal year 1950 will remain 
below the corresponding receipts in the fiscal year 1948. 

Receipts from taxes on corporations are expected to increase 
substantially in the fiscal years 1949 and 1950. With the end of the 
war, the rates of these taxes were reduced and collections declined 
sharply from the high levels of the war years, but the general pros-
perity that followed the reconversion period has brought steadily 
rising profits and higher tax yields. 
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BUDGET RECEIPTS 

(Including proposed changes in employment taxes and miscellaneous receipts) 
[Fiscal years. In millions] 

Source 1948 
actual 

1949 
estimated 

Direct taxes on individuals: 
Individual income taxes 
Estate and gift taxes 

Direct taxes on corporations: 
Corporation income taxes 
Excess profits taxes 

Excises 
Employment taxes: 

Existing legislation. 
Proposed legislation: 

Health insurance -
Expanded coverage, old-age and survivors insurance. 

Customs 
Miscellaneous receipts: 

Existing legislation 
Proposed legislation 

Deduct: 
Appropriation to trust funds: 

Existing legislation 
Proposed legislation: 

Health insurance 
Expanded coverage, old-age and survivors insur-

ance 
Refunds of receipts 

Budget receipts.. 

10,997 $18, 530 
899 797 

9,851 11, 515 
323 194 

7,402 7,715 

2,396 2,610 

422 

1,616 

2,272 

42, 211 

407 

2,276 

1,754 

2,709 

39,, 

NOTE.—Payments of refunds of Government receipts are now reported as deductions from total receipts; 
previously, they were reported as expenditures. Overpayments by taxpayers are not true receipts of the 
Government nor are they, when refunded, properly chargeable as operating costs of the Government. 
Payments by wholly owned Government corporations and enterprises for retirement of capital stock and 
surplus, which were formerly reported as miscellaneous receipts, are also excluded from both receipts and 
expenditures, since they do not represent operating costs or true receipts of the Government. These 
improvements in reporting practice result in reducing Budget receipts and expenditures for each year by 
equal amounts, and therefore have no effect upon the amount of surplus or deficit. 

Excises and miscellaneous receipts.—Excise taxes and miscellaneous 
receipts are the other major sources of Federal revenue. Excise 
taxes are expected to continue the gradual upward trend of recent 
years, reflecting the continued high level of business activity. Mis-
cellaneous receipts have been declining from the peak reached in the 
fiscal year 1947. The disposal of war surplus is nearing completion, 
and consequently by the fiscal year 1950 miscellaneous receipts will be 
approaching a more stable level. 

Employment taxes.—The continuation of full employment brings 
gradually rising revenues from employment taxes. Furthermore, 
under existing legislation, the tax rate for railroad retirement increases 
in January 1949 and that for old-age and survivors insurance in 

800000—49 III 
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January 1950. I recommend that the rate increase for the latter 
tax be moved forward to July 1949. 

I have recommended programs of health and disability insurance 
and expansion of coverage for the social insurance programs now in 
operation. These measures would result at the outset in added col-
lections of employment taxes greater than the added payments for 
benefits, but the funds would be transferred to trust accounts and 
would not appreciably affect Budget receipts. 

Refunds.—This Budget reflects the recent change in Federal finan-
cial reporting, under which refunds of receipts are shown as deductions 
from receipts, rather than as expenditures. These refunds are not 
true operating costs of the Government but are for the return of over-
payments of taxes and duties. Such refunds are exceptionally high 
in the fiscal year 1949, because of the unusual "over withholding" of 
individual income taxes for January through April 1948, resulting 
from the lower rates set retroactively by the Revenue Act of 1948. 
Interest paid on refunds continues to be shown as an expenditure. 

RETIREMENT OF THE PUBLIC DEBT 

The change in the Budget outlook in the last 12 months has meant 
a corresponding change in the rate of reduction of the public debt. 
Instead of the Budget surplus of nearly 5 billion dollars estimated 
last January for the fiscal year 1949, we now face a deficit of 600 
million dollars. Accordingly, there will be no net reduction in the 
debt during fiscal year 1949, other than that made possible by a small 
reduction in the Treasury's cash balance during the year. The debt 
on June 30, 1949 is estimated to be 251.6 billion dollars. 

The major reason for the failure to achieve any sizable debt reduc-
tion in 1949 is the tax reduction enacted by the Eightieth Congress. 
The increase in taxes which I am recommending should permit us to 
make, in 1950, the minimum reduction consistent with responsible 
fiscal policy in prosperous times such as these. 

BUDGET EXPENDITURES AND AUTHORIZATIONS 

The complex Budget of the Government can best be summarized 
in terms of major functions. These major functions—national 
defense, international affairs and finance, veterans' services and bene-
fits, and so forth—set forth the broad purposes for which the Govern-
ment spends money, regardless of which department or agency carries 
them out. Estimated expenditures for the fiscal year 1950 of 41.9 
billion dollars include all expenditures from the general and special 
accounts of the Treasury as well as the net expenditures of Govern-
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MlO MESSAGE OF THE PRESIDENT 

ment corporations and enterprises. They exclude expenditures made 
from trust accounts. 

The full impact and direction of the Government's program cannot 
be measured in terms of expenditures alone in any one year. Many 
of the commitments made under the appropriations and other author-
izations enacted by the Congress for any year do not result in expendi-
tures until a later year. For example, of the estimated 1950 expendi-
tures, 34 billion dollars will be made from new appropriations and 
authorizations recommended in this Budget, and 7.9 billion dollars 
will be made from those enacted in prior years. 

BUDGET EXPENDITURES AND AUTHORIZATIONS BY MAJOR FUNCTIONS 

[Fiscal years. In millions] 

Function 

Expenditures 1950 

Function 
1948 

actual 
1949 

estimated 
1950 

estimated 
Net new 

appropria-
tions 

Other au-
thoriza-

tions 

International affairs and finance $4, 782 
10,924 
6,567 
1,853 

82 
75 

575 
1,091 
1,267 

88 
183 

1,504 
5,188 

$7,219 
11,745 
6, 799 
1,963 

349 
85 

1,805 
1,616 
1,757 

102 
184 

1,187 
5,325 

45 

$6,709 
14,268 
5,496 
2,358 

388 
414 

1,662 
1,861 
1,586 

107 
187 

1, 224 
5,450 

150 

$6,349 
13,219 
5,701 
2,271 

227 
452 
745 

1, 549 
944 
82 

187 
1,160 
5,450 

200 

National defense 
Veterans' services and benefits. 

$4, 782 
10,924 
6,567 
1,853 

82 
75 

575 
1,091 
1,267 

88 
183 

1,504 
5,188 

$7,219 
11,745 
6, 799 
1,963 

349 
85 

1,805 
1,616 
1,757 

102 
184 

1,187 
5,325 

45 

$6,709 
14,268 
5,496 
2,358 

388 
414 

1,662 
1,861 
1,586 

107 
187 

1, 224 
5,450 

150 

$6,349 
13,219 
5,701 
2,271 

227 
452 
745 

1, 549 
944 
82 

187 
1,160 
5,450 

200 

$2,455 

Social welfare, health, and security 
Housing and community facilities 
Education and general research 
Agriculture and agricultural resources 
Natural resources 
Transportation and communication 
Finance, commerce, and industry 

$4, 782 
10,924 
6,567 
1,853 

82 
75 

575 
1,091 
1,267 

88 
183 

1,504 
5,188 

$7,219 
11,745 
6, 799 
1,963 

349 
85 

1,805 
1,616 
1,757 

102 
184 

1,187 
5,325 

45 

$6,709 
14,268 
5,496 
2,358 

388 
414 

1,662 
1,861 
1,586 

107 
187 

1, 224 
5,450 

150 

$6,349 
13,219 
5,701 
2,271 

227 
452 
745 

1, 549 
944 
82 

187 
1,160 
5,450 

200 

92 
1,987 

18 
350 
482 
648 

Labor 

$4, 782 
10,924 
6,567 
1,853 

82 
75 

575 
1,091 
1,267 

88 
183 

1,504 
5,188 

$7,219 
11,745 
6, 799 
1,963 

349 
85 

1,805 
1,616 
1,757 

102 
184 

1,187 
5,325 

45 

$6,709 
14,268 
5,496 
2,358 

388 
414 

1,662 
1,861 
1,586 

107 
187 

1, 224 
5,450 

150 

$6,349 
13,219 
5,701 
2,271 

227 
452 
745 

1, 549 
944 
82 

187 
1,160 
5,450 

200 

General government 
Interest on the public debt 

$4, 782 
10,924 
6,567 
1,853 

82 
75 

575 
1,091 
1,267 

88 
183 

1,504 
5,188 

$7,219 
11,745 
6, 799 
1,963 

349 
85 

1,805 
1,616 
1,757 

102 
184 

1,187 
5,325 

45 

$6,709 
14,268 
5,496 
2,358 

388 
414 

1,662 
1,861 
1,586 

107 
187 

1, 224 
5,450 

150 

$6,349 
13,219 
5,701 
2,271 

227 
452 
745 

1, 549 
944 
82 

187 
1,160 
5,450 

200 

7 

Reserve for contingencies 

$4, 782 
10,924 
6,567 
1,853 

82 
75 

575 
1,091 
1,267 

88 
183 

1,504 
5,188 

$7,219 
11,745 
6, 799 
1,963 

349 
85 

1,805 
1,616 
1,757 

102 
184 

1,187 
5,325 

45 

$6,709 
14,268 
5,496 
2,358 

388 
414 

1,662 
1,861 
1,586 

107 
187 

1, 224 
5,450 

150 

$6,349 
13,219 
5,701 
2,271 

227 
452 
745 

1, 549 
944 
82 

187 
1,160 
5,450 

200 
Adjustment to daily Treasury statement 

basis. _ _ _ _ _ - 388 

$7,219 
11,745 
6, 799 
1,963 

349 
85 

1,805 
1,616 
1,757 

102 
184 

1,187 
5,325 

45 

$6,709 
14,268 
5,496 
2,358 

388 
414 

1,662 
1,861 
1,586 

107 
187 

1, 224 
5,450 

150 

$6,349 
13,219 
5,701 
2,271 

227 
452 
745 

1, 549 
944 
82 

187 
1,160 
5,450 

200 

Total 

- 388 

Total 33,791 40,180 41,858 i 38, 536 6,039 

i In addition, this Budget includes 3,036 million dollars of appropriations recommended to liquidate 
prior year contract authorizations. 

In order to give a comprehensive picture of the financial require-
ments of Government programs, my Budget Message sets forth the 
net new appropriations and other authorizations requested. "Net 
new appropriations," totaling 38.5 billion dollars for fiscal year 1950, 
represent total appropriations requested (including permanent appro-
priations), less those to be used to liquidate prior year contract au-
thorizations. "Other authorizations," totaling 6 billion dollars for 
fiscal year 1950, include contract authorizations which permit the 
placement of specific contracts but require later appropriations to 
liquidate these contracts, and special authorizations to use the pro-
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ceeds of Treasury borrowing to finance certain types of Government 
programs. Together, "net new appropriations" and "other author-
izations/' totaling 44.6 billion dollars, represent the new obligational 
authority recommended for carrying on the Government's business. 

SPECIFIC PROGRAMS 

The following sections describe in broad outline the Government 
programs in each of the major functional areas and the principal 
changes proposed in this Budget. 

INTERNATIONAL AFFAIRS AND FINANCE 

Two world wars and the years between have convinced the people 
of the United States that their security and well-being depend on 
conditions of peace and stability in the world. The complexity of the 
international postwar recovery problem and the tensions which make 
the transition to peace more difficult have deepened this conviction. 

The fundamental objective of United States foreign policy is to 
achieve world peace and international security resting on the strength, 
mutual interests, and cooperation of free nations. The Budget reflects 
this policy in the funds provided for our participation in the United 
Nations and for the regular operations of the State Department and 
other agencies. But the instruments of our policy requiring the 
largest measure of budgetary support are the extraordinary programs 
of economic and military aid to those nations and peoples who share 
our international objectives and our determination to make them 
effective. Through all these means, we are acting to strengthen the 
great moral force of freedom on which we believe the advancement of 
people everywhere depends. 

Total expenditures for international activities, exclusive of possible 
expenditures for a new program of providing military supplies to cer-
tain countries, are expected to be 6.7 billion dollars in the fiscal year 
1950—a drop from the 7.2 billion dollars estimated for the fiscal year 
1949. Expenditures for economic assistance may be expected to 
decline in subsequent years with continued progress toward world 
economic recovery. But any forward estimate of our international 
expenditures must be highly tentative in view of the present uncertain 
world situation. 

Reconstruction and military aid.—Our aid to European recovery is 
the major program of economic assistance in which we are now en-
gaged. Begun in April 1948, this program is expected to result in 4.6 
billion dollars of expenditures in the present fiscal year, and 4.5 billion 
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MESSAGE OF THE PRESIDENT Ml 5 

INTERNATIONAL AFFAIRS AND FINANCE 

[Fiscal years. In millions] 

Reconstruction and military aid: 
Economic Cooperation Act—ERP (existing and 

proposed legislation) 
Other proposed aid legislation 
Greek-Turkish Aid (acts of 1947 and 1948) 
Export-Import Bank loans 
Treasury loan to the United Kingdom 
Reconstruction Finance Corporation 

Foreign relief: 
Army (occupied areas) 
Assistance to China (act of 1948). 
Other (mainly under Foreign Aid Act, U N R R A 

and post-UNRRA) 
Palestinian refugee program (proposed legislation).. 
Displaced Persons Commission 

Foreign relations: 
Department of State: 

Present programs 
Proposed legislation (mainly war damage 

claims) 
Other 

Philippine war damage and rehabilitation: 
War damage claims (Philippine War Damage Com-

mission) 
Rehabilitation program 
Interest on deposits (Treasury) 

Participation in international organizations: 
International Refugee Organization 
Other present programs 
F A O building loan and ITO (proposed legislation). _ 

Expenditures 

1948 
actual 

Total. 

$154 

186 
460 

1,700 
4 

965 
1 

1,027 

144 

18 

4,782 

1949 
estimated 

$4, 600 

285 
0 

- 3 1 

1,265 
350 

185 
16 
1 

171 

171 
51 
4 

73 
53 

7,219 

1950 
estimated 

$4,500 
355 
136 
146 

-35 

1,030 
49 

7 

2 

171 

165 
46 
3 

70 
57 
2 

6,709 

1950 
net new 

appropria-
tions 

$4,300 
600 

1,000 

160 

165 
4 
3 

70 
31 

i 6,349 

i In addition, this Budget includes 17 million dollars of appropriations recommended to liquidate prior 
year contract authorizations. 

dollars in the fiscal year 1950—nearly 70 percent of our 1950 expendi-
tures for international activities. 

United States aid to western European countries and the mutual 
self-help which it has stimulated among them are already resulting in 
substantial progress toward economic recovery and political stability. 
The volume of production—both agricultural and industrial—is in-
creasing as the months go by. This momentum must be maintained 
if the European economy is to become independent of extraordinary 
outside assistance by the target date of July 1952. To meet this ob-
jective, it is also extremely important for this Nation to undertake 
through such means as an extended and less restrictive reciprocal 
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trade act, those adjustments in our foreign trade pattern which will 
help to bring about a higher level and a better balance of world trade. 

Further authorizing legislation by the Congress will be necessary 
before the end of the current fiscal year in order to carry the European 
recovery program forward without interruption. By the end of De-
cember, authorizations issued to the European countries for procure-
ment had nearly reached the limit set by the presently available 
Economic Cooperation Administration funds. The bulk of the com-
modities involved will be shipped by the end of March. This Budget 
accordingly anticipates a supplemental appropriation request for 1,250 
million dollars for the remainder of the current fiscal year, in addition 
to the 4.3 billion dollar appropriation requested for the fiscal year 1950. 

I recommend that, in extending the Economic Cooperation Act, the 
Congress eliminate the present legal requirement which in effect 
charges 3 billion dollars of the fiscal year 1949 expenditures for 
European aid against the fiscal year 1948 surplus. This wholly 
artificial bookkeeping shift in no way affects the Government's actual 
financial operations, but it does result in a distorted picture of the 
Budget surplus or deficit in these 2 years. 

I have already referred to the prospective North Atlantic arrange-
ments, now under discussion. In addition, we are considering fur-
nishing military supplies to certain countries in furtherance of our 
national security. As with the European recovery program, military 
aid will call for a large measure of mutual aid and self-help among the 
participating countries. Because of present uncertainty as to cost 
and timing, no amounts are included for this program in the Budget. 

The scope and magnitude of several of our other current assistance 
programs cannot be accurately foreseen at this time. These now 
include aid to Greece, Turkey, China, and Korea. Funds are pro-
vided for assistance programs of this character in the Budget under 
"other proposed aid legislation," with appropriations tentatively esti-
mated at 600 million dollars and expenditures at 355 million dollars for 
the fiscal year 1950. I shall recommend specific legislation and ap-
propriations to the Congress at a later date. 

The Export-Import Bank will continue to make loans in fiscal year 
1950 for promoting international trade and economic development, 
particularly in Latin America. Net expenditures of the Bank in the 
fiscal year 1950 are expected to be relatively low because of rising col-
lections on earlier loans and because our aid to Europe is now financed 
almost entirely from ECA funds. Mainly because of a large Canadian 
repayment, the Bank is expected to show no net expenditures in the 
current fiscal year. 
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Foreign relief.—Our principal foreign relief activities at the present 
time are those under the Army's program of government and relief in 
occupied areas—primarily Germany and Japan. Tentative estimates 
of about 1 billion dollars of appropriations and expenditures for 
fiscal year 1950 are included in this Budget—a substantial decline from 
1949. These estimates include funds to continue the rehabilitation 
program now under way in Japan. With these additional sums for 
rehabilitation and with further ECA recovery aid for Germany in the 
next fiscal year, progress toward economic recovery in the occupied 
areas should continue, with a resulting further decline in expenditures 
in subsequent years. 

Foreign relations.—The principal change contemplated in the 
program of the Department of State is the planned expansion of 
information and education activities. Expenditures for Foreign 
Service buildings are expected to decline, so that total expenditures 
for foreign relations activities are expected to be about the same in 
the fiscal year 1950 as in 1949. As part of our general program for 
improved Federal administration, provision is made for increased 
flexibility in management for the Secretary of State through the 
consolidation of appropriations. Amounts are included in this 
Budget to cover the cost of proposed legislation granting Foreign 
Service personnel pay raises similar to those given most employees 
under the Federal Employees Salary Act of 1948. 

I am requesting legislation authorizing the payment of 17 million 
dollars in the fiscal year 1949 for payment of war-damage claims of 
neutral European countries. 

Philippine aid.—Our assistance to the Philippine Republic in 
its recovery from war devastation is now at a peak level. Total 
expenditures for rehabilitation and for payment of war-damage claims 
are expected to decline slightly in the fiscal year 1950 and to fall much 
more sharply in the fiscal year 1951. In our veterans' program we 
are continuing to give compensation to disabled Philippine veterans 
who fought in our joint efforts against the Japanese. Provision for 
financing veterans' hospitals and medical services, authorized by 
recent legislation, are included in the reserve for contingencies, pending 
the development with the Philippine Republic of detailed plans for 
carrying out this program. 

International organizations.—Our contribution to the International 
Refugee Organization is estimated at 70 million dollars in the fiscal 
year 1950, approximately the same as in 1949. With the expected 
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migration of refugees to the United States and other areas, the IRO 
program should be substantially completed by June 30, 1950. It is 
my hope that the present Displaced Persons Act will be speedily 
stripped of its restrictive and discriminatory provisions in order that 
we may make a contribution to this program more worthy of our best 
traditions. A tentative estimate of 16 million dollars for the fiscal 
year 1949 is also included in this Budget for our contribution to the 
United Nations' program of relief for Arab and other refugees from 
Palestine. 

Outlays for our participation in other international organizations, 
including the United Nations, will continue in the fiscal year 1950 at 
about the same level as in 1949. A 1949 supplemental appropriation 
of 65 million dollars is included for the loan for the United Nations' 
headquarters construction. Tentative estimates are included in 1950 
for a loan to the Food and Agriculture Organization for construction 
of a headquarters building, and for our contribution to the International 
Trade Organization. 

NATIONAL DEFENSE 

In my Budget Message for the fiscal year 1949 I indicated that in 
spite of the reduction of our armed services to a small fraction of their 
wartime strength, national defense still remained the largest single 
Government program. I further indicated that the funds recom-
mended, about 11 billion dollars, provided for only the minimum 
national defense requirements. 

Before the Congress could complete action on that Budget, the 
uncertainty of world conditions made it necessary to consider steps 
to develop additional military strength which would give evidence of 
continuing firmness in world affairs. Therefore, in an address to the 
Congress on March 17, 1948, I recommended the prompt enactment 
of universal training legislation and the temporary enactment of 
selective service legislation. Shortly thereafter, I recommended addi-
tional authorizations for national defense, bringing my total recom-
mendations for fiscal year 1949 to more than 14.7 billion dollars. 

Since then I have given continued study to our national security 
requirements for the present and the future. For the time being it is 
essential to continue the selective service process. However, this is 
not the solution to the Nation's long-range military manpower and 
training problem. Permanent legislation providing for universal 
training is essential if we are to achieve an acceptable degree of national 
security. 

My Budget recommendations for national defense in the fiscal year 
1950 are based on a plan for a national defense position of relative mili-
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tary readiness, coupled with a higher degree of mobilization prepared-
ness. This type of military planning will permit us continuously to 
revise our tactics and develop our weapons to meet modern conditions, 
but is clearly consistent with our traditional concept of military 
strength for purposes of defense. 

In arriving at my recommendations, I have had the benefit of the 
considered advice of civilian and military leaders best qualified to 
evaluate the international, strategic, and economic aspects of our 
national defense requirements. I believe that these recommendations 
reflect a proper relationship between our security requirements and 
our economic and financial resources, and envision an Army, Navy, 
and Air Force in a condition of relative readiness, all functioning as an 
integrated team. Moreover, I am convinced that we should plan our 
military structure at this time so as to insure a balanced military 
program in the foreseeable future at approximately the level recom-
mended in this Budget. 

At the same time we must recognize that preparations for defense 
must be flexible, and not rigid. They must reflect changes in the 
international situation, changes in technology and in the economic 
situation. We must be in a position to alter our military programs 
as circumstances change. 

The National Security Act of 1947 established an organizational 
framework better than we have ever had before and provided for a 
more flexible control and adjustment of our military program. The 
establishment of a Weapons Evaluation Board under the Secretary of 
Defense is an example of the type of development we are continuously 
making to achieve the best possible assignment of weapons and tasks 
among the military services. However, we have had enough experi-
ence under that act to recognize that further improvements need to 
be made which cannot be accomplished under existing law. There-
fore, I expect to recommend certain changes in the National Security 
Act which will help to assure readjustments of our defense program as 
a whole and in all its parts as security requirements change. 

The recommendations for the National Military Establishment for 
the fiscal year 1950 mark a beginning toward a national defense pro-
gram in which our air, naval, and land forces plan and operate as a team 
under a unified strategic concept. The 1950 program gives priority 
to air power and to strengthening the civilian reserve components, and 
continues to emphasize research and development and industrial 
mobilization. The Budget provides for maintaining the necessary 
occupation forces in the former enemy areas for which satisfactory 
international settlements have not yet been worked out. The Budget 
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also provides substantial amounts to continue the materiel improve-
ment programs for which large authorizations were enacted under 
the augmented fiscal year 1949 Budget. Continuing expenditures will 
be necessary for an orderly replacement program in future years as 
existing inventories are used up and as materiel wears out or becomes 
obsolete. 

NATIONAL DEFENSE 

[Fiscal years. In millions] 

Program or agency 

Expenditures 1950 

Program or agency 
1948 

actual 
1949 

estimated 
1950 

estimated 
Net new 

appropria-
tions 

Other 
authoriza-

tions 

National Military Establishment (exclud 
ing payments under Armed Forces 
Leave Act): 

Pay and maintenance of military per-
sonnel: 

Pay and allowances of regular per-
sonnel $3, 555 

148 
1,192 

350 
534 
791 
271 
395 

3,316 

$3,434 
168 

1,407 
590 
557 

1,157 
309 
286 

3,422 

$3,601 
192 

1,359 
760 
505 

1, 718 
406 
302 

3,908 

385 

$3, 596 
191 

1,488 
795 
534 
330 

5 
93 

4,317 

645 

Pay of retired personnel 
$3, 555 

148 
1,192 

350 
534 
791 
271 
395 

3,316 

$3,434 
168 

1,407 
590 
557 

1,157 
309 
286 

3,422 

$3,601 
192 

1,359 
760 
505 

1, 718 
406 
302 

3,908 

385 

$3, 596 
191 

1,488 
795 
534 
330 

5 
93 

4,317 

645 

Subsistence, travel, and other 

$3, 555 
148 

1,192 
350 
534 
791 
271 
395 

3,316 

$3,434 
168 

1,407 
590 
557 

1,157 
309 
286 

3,422 

$3,601 
192 

1,359 
760 
505 

1, 718 
406 
302 

3,908 

385 

$3, 596 
191 

1,488 
795 
534 
330 

5 
93 

4,317 

645 

Civilian components 

$3, 555 
148 

1,192 
350 
534 
791 
271 
395 

3,316 

$3,434 
168 

1,407 
590 
557 

1,157 
309 
286 

3,422 

$3,601 
192 

1,359 
760 
505 

1, 718 
406 
302 

3,908 

385 

$3, 596 
191 

1,488 
795 
534 
330 

5 
93 

4,317 

645 

Research and development 

$3, 555 
148 

1,192 
350 
534 
791 
271 
395 

3,316 

$3,434 
168 

1,407 
590 
557 

1,157 
309 
286 

3,422 

$3,601 
192 

1,359 
760 
505 

1, 718 
406 
302 

3,908 

385 

$3, 596 
191 

1,488 
795 
534 
330 

5 
93 

4,317 

645 

Aircraft and related procurement-
Naval ship construction 
Military public works construction 
All other 

$3, 555 
148 

1,192 
350 
534 
791 
271 
395 

3,316 

$3,434 
168 

1,407 
590 
557 

1,157 
309 
286 

3,422 

$3,601 
192 

1,359 
760 
505 

1, 718 
406 
302 

3,908 

385 

$3, 596 
191 

1,488 
795 
534 
330 

5 
93 

4,317 

645 

$1,992 
2 47 

20 

Tentative estimate for proposed legis-
lation 

$3, 555 
148 

1,192 
350 
534 
791 
271 
395 

3,316 

$3,434 
168 

1,407 
590 
557 

1,157 
309 
286 

3,422 

$3,601 
192 

1,359 
760 
505 

1, 718 
406 
302 

3,908 

385 

$3, 596 
191 

1,488 
795 
534 
330 

5 
93 

4,317 

645 185 

Subtotal, National Military Estab-
lishment 

Activities supporting defense: 
Universal training 

$3,601 
192 

1,359 
760 
505 

1, 718 
406 
302 

3,908 

385 

$3, 596 
191 

1,488 
795 
534 
330 

5 
93 

4,317 

645 185 

Subtotal, National Military Estab-
lishment 

Activities supporting defense: 
Universal training 

10, 552 11,330 13,136 

600 

525 

1 
- 3 9 

45 

11,994 

800 

314 

2 2,244 

Stockpiling of strategic and critical 
materials (Treasury) 

Payments under Armed Forces Leave 
Act 

99 

269 
- 6 6 

70 

350 

14 
- 4 2 

93 

13,136 

600 

525 

1 
- 3 9 

45 

11,994 

800 

314 211 

Reconstruction Finance Corporation... 
Other 

99 

269 
- 6 6 

70 

350 

14 
- 4 2 

93 

13,136 

600 

525 

1 
- 3 9 

45 36 

Total . . . 

99 

269 
- 6 6 

70 

350 

14 
- 4 2 

93 

13,136 

600 

525 

1 
- 3 9 

45 36 

Total . . . 10, 924 11,745 14,268 i 13,144 » 2,455 

1 In addition, the Budget includes 2,061 million dollars of appropriations recommended to liquidate prior 
contract authorizations and 75 million dollars to cover other prior year obligations. 

2 In addition, 279 million dollars is being made immediately available in the fiscal year 1949 to cover 
increased cost of completing authorized naval ship construction program. 

Expenditures by the National Military Establishment for defense 
purposes in the fiscal year 1950 are expected to amount to somewhat 
over 13.1 billion dollars, including a tentative estimate of 385 million 
dollars for programs for which new authorizing legislation will later 
be requested. The stockpiling of strategic materials and other activ-
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ities supporting defense are expected to require additional expendi-
tures of about 530 million dollars. Furthermore, a tentative estimate 
of 600 million dollars has been added for the first year cost of universal 
training. (When in full operation this program may require expendi-
tures of 2 billion dollars annually.) In total, the national defense 
budget I am recommending will require estimated expenditures of 
slightly less than 14.3 billion dollars in the fiscal year 1950, an increase 
of 2.5 billion dollars over the 1949 level. Somewhat higher expendi-
tures are likely in subsequent years. 

Net new appropriations and other authorizations specifically recom-
mended in this Budget for the National Military Establishment in the 
fiscal year 1950 are 13.7 billion dollars. This total, however, includes 
an upward adjustment of 279 million dollars for increased cost of the 
naval ship construction programs authorized in 1949 and prior years. 
In addition, 830 million dollars is provided as a tentative estimate for 
additional public works, for military pay adjustments, and for other 
special programs, dependent upon the passage of necessary enabling 
legislation. In all, 14.5 billion dollars of new obligational authority 
is provided for the National Military Establishment for use in the 
fiscal year 1950, an increase of 700 million dollars over amounts 
enacted for the fiscal year 1949. 

Of the 13.7 billion dollars of specific recommendations for new obli-
gational authority for the National Military Establishment, 11 million 
dollars is requested for the Office of the Secretary of Defense, 4.6 
billion dollars for the Air Force, 4.5 billion dollars for the Army, and 
4.6 billion dollars for the Navy, counting the upward adjustment for 
ship construction costs mentioned above. 

In addition to the new obligational authority for the National Mili-
tary Establishment, this Budget includes 525 million dollars of new 
authority for procurement of critical and strategic materials, 36 million 
dollars for other defense-supporting activities, and a tentative appro-
priation estimate of 800 million dollars for the inauguration of universal 
training. 

In all, new obligational authority for national defense programs of 
nearly 15.9 billion dollars is included in this Budget. This compares 
with 14.7 billion dollars for the fiscal year 1949, including 2.9 billion 
dollars made available in 1948, and also including tentative supple-
mental authorizations of 341 million dollars chiefly for stockpiling. 

Of the 15.9 billion dollars, 13.2 billion dollars is requested in the 
form of appropriations and 2.7 billion dollars in contract authoriza-
tions. In addition, appropriations of 2.1 billion dollars are requested 
to liquidate prior year contract authorizations. 
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Military strength—Summary.—The requirements of the various 
services have been determined, not separately, but in relation to our 
total security position and the degree of military readiness which is 
planned. The basic concept upon which my recommendations are 
based is that this Nation's military security should rest on a nucleus 
of highly trained and mobile forces—Army, Navy, and Air—backed 
by ready reserves of trained men, stand-by equipment and productive 
facilities, and an integrated mobilization plan which relates our na-
tional security requirements to the tremendous productive capacity 
of American industry. Taken as a whole, the amounts recommended 
in this Budget will permit the maintenance and operation in the fiscal 
year 1950 of the augmented defense forces now reached under the 
increased 1949 Budget program. 

MILITARY STRENGTH 

[In thousands] 1 

Regulars and Reserves on 
full-time active duty 

Reserves in regular 
training status Other Reserves 

Apr. 1, 
1948 

Dec. 1, 
1948 

(est.) 

1950 
average 

(est.) 

Dec. 1, 
1948 
(est.) 

1950 
average 

(est.) 

Dec. 1, 
1948 

(est.) 

1950 
average 

(est.) 

Air Force 
Army 
Navy and Marine Corps 

T o t a l . , 

368 
538 
488 

411 
662 
531 

412 
677 
527 

58 
375 
222 

113 
555 
281 

400 
650 
900 

400 
650 

1,050 

Air Force 
Army 
Navy and Marine Corps 

T o t a l . , 1,394 1,604 1,616 655 949 1, 950 2,100 

NOTE.—The recommended strengths for all the services include 18-year-old 1-year enlistees and other 
personnel in training but exclude cadets and midshipmen at the Military and Naval Academies. 

Under this Budget, the Air Force in fiscal year 1950 will continue 
at about the present strength of 412,000 officers and men on active 
duty. It is contemplated that the Air Force will be organized with 
a minimum of about 48 combat groups and 10 squadrons, together 
with 27 groups of the Air National Guard. Within the limit of the 
funds provided, it is possible that adjustments in unit structure or 
strategic planning may at any time require changes in the number of 
active groups. At the end of fiscal year 1950, the Air Force program 
contemplates an active inventory of 9,200 aircraft of all types from 
trainers to heavy bombers. Increased funds in the Budget will permit 
the build-up of supporting forces in the Air National Guard to an 
average of 45,000 personnel and in the Air Force Reserve to 68,000 
personnel in regular training status. 

Personnel in the Army will be continued at 677,000 officers and men 
in order to maintain 10 divisions at increased strengths, together with 
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59 battalions. The active Army will be backed by the National 
Guard with an average strength of 325,000 personnel, an Organized 
Reserve of 230,000 in regular training status, as well as by other reserve 
personnel and equipment. Continuing responsibilities in the occupa-
tion of Germany, Austria, and Japan and in manning outlying bases 
will engage about 40 percent of the Army strength overseas in fiscal 
year 1950. 

In the naval and marine forces a strength of 527,000 officers and 
men throughout the fiscal year 1950 is provided. The size of the active 
naval fleet is planned to be 731 ships, including 288 combatant ships. 
Its composition will be changed somewhat from the present fleet to 
accord with assigned functions and presently foreseen defense require-
ments. The active inventory of regular Navy and Marine Corps 
aircraft is expected to be 7,450 in the fiscal year 1950. 

Under the reserve programs of the Navy and Marine Corps, 281,000 
officers and men will be trained in 1950. Stand-by ships and materiel 
to augment the active Navy will remain available if needed. 

Although present recruiting rates indicate that only small induc-
tions, if any, will be necessary under Selective Service, it is essential 
that such authority remain available in the event that voluntary 
enlistments drop. Moreover, it must be recognized that the existence 
of the Selective Service Act has in itself been a contributing factor to 
the current results of the recruiting programs of the services. 

Pay and maintenance of military personnel.—The pay and main-
tenance for the average of 1,616,000 officers and men on active duty 
in the fiscal year 1950 will require estimated expenditures of 5 billion 
dollars, 38 percent of all defense expenditures by the National Military 
Establishment. Expenditures for pay, allowances, subsistence, travel, 
welfare, training, clothing, and medical care will average about 3,100 
dollars per man in the fiscal year 1950. 

The increases in rates of military pay and allowances in 1942 and 
1946 did not provide a balanced pay structure for the military services. 
A general overhauling of the military pay, allowance, and benefit 
structure is overdue. Since it is desirable for remuneration of military 
personnel to be in line with salaries of Federal civilian employees and 
other comparable groups, a tentative amount for this adjustment has 
been included in the Budget, pending later legislative recommenda-
tions. 

Civilian components.—Our concept of national defense places im-
portant reliance upon the readiness of citizen-soldiers. This Budget 
provides for larger and better-trained reserves for the Air Force, Army, 
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and Navy. Expenditures for civilian components in the fiscal year 
1950, exclusive of amounts for construction of facilities, are estimated 
at 760 million dollars, 30 percent above outlays in the present year and 
more than twice the amount spent last year. These expenditures cover 
drill and training pay and maintenance of reservists, operating ex-
penses, and procurement of equipment over and above amounts trans-
ferred from wartime stocks. 

The Budget recommendations of 795 million dollars of obligational 
authority for the fiscal year 1950 contemplate expansion of the reserve 
programs in 1950 and in later years toward the objectives outlined in 
my recent Executive order. Such expansion is planned at as rapid a 
rate as is consistent with sound organization, economical operation, 
and effective integration with the regular forces. The funds recom-
mended for 1950 will permit an average of 949,000 officers and men 
in regular training status in air, naval, and ground units, as compared 
to 655,000 now participating. 

Research and development.—Scientific and technical advances are 
vital to a dynamic national defense program. To develop improved 
weapons and equipment and add to our basic knowledge, new appro-
priations of 534 million dollars are recommended for direct costs of 
research and development for the fiscal year 1950. This amount 
does not include substantial outlays for indirect costs such as the pay 
and maintenance of military personnel engaged in research and 
development activities, and the construction and maintenance of 
facilities. 

Direct expenditures for research and development in the fiscal 
year 1950 are estimated at 505 million dollars. This is somewhat 
below the estimate for the fiscal year 1949, when payments for pro-
grams initiated at the end of the war will be completed. About 
one-half of the expenditures for research and development will be 
for aeronautical research and development. 

Aircraft and related procurement.—For the fiscal year 1949, 2.8 
billion dollars of new obligational authority was provided for aircraft 
and related procurement, of which 2.0 billion dollars for the Air Force 
was made available for obligation until the end of 1950 and included 
some amounts for nonrecurring expenses. 

It is estimated that 3.2 billion dollars in unexpended authorizations 
from 1949 and prior years will be carried forward to the fiscal year 
1950. New obligational authority of 2.3 billion dollars is recom-
mended for the fiscal year 1950 to permit contracts for approximately 
34 million airframe pounds. This will make a total of 5.5 billion 
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dollars in aircraft and related equipment to be delivered and paid 
for in 1950 and subsequent years. 

Expenditures for aircraft and related procurement in the fiscal year 
1950 are estimated at 1.7 billion dollars, about 500 million dollars 
more than in the present year. Deliveries of 37 million airframe 
pounds are now scheduled for fiscal year 1950 and are expected to 
be slightly higher in fiscal year 1951. 

Aircraft from wartime reserves will continue to meet a part of the 
replacement requirements in fiscal year 1950. In subsequent years, 
when these reserves are depleted, an increase in aircraft procurement 
may be required if the strength and structure of the Air Force and 
naval aviation are to be maintained at the level and replacement rates 
contemplated in this Budget. 

Naval ship construction.—Expenditures for naval ship construction 
in fiscal year 1950 are estimated to be 406 million dollars, an increase 
of about 100 million dollars over the estimate for 1949. 

Including the construction in fiscal year 1949, more than 1 billion 
dollars of naval ship construction, under present authorizations, will 
remain to be completed in fiscal year 1950 and later years. I am 
including in the Budget 279 million dollars to cover increased costs of 
completing the present construction program, with some readjustment 
in types of ships to be built. In addition, I am requesting 52 million 
dollars of new authorizations for certain ships which will be substituted 
for some of those previously authorized. 

Military public works construction.—Expenditures for military pub-
lic works construction by the Air Force, Army, and Navy in the fiscal 
year 1950, under existing legislation, are estimated at about the cur-
rent level of 300 million dollars. This construction is largely for 
research and development facilities and badly needed housing for 
troops and dependents, both in the United States and overseas. This 
Budget recommends new obligational authority for the fiscal year 
1950 of 113 million dollars for projects for which legislative authoriza-
tion exists. 

There are, however, additional requirements for family housing, 
for research and development facilities, and for other military con-
struction which are not yet authorized. A tentative estimate for 
these additional military public works is included in the Budget, 
pending the enactment of authorizing legislation. 

All other military expenditures.—The remaining expenditures of the 
National Military Establishment in fiscal year 1950, are estimated at 
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3.9 billion dollars compared with 3.4 billion dollars in 1949. These 
expenditures cover the procurement of other materiel (in addition to 
aircraft and ships), supplies, and services. The largest part of these 
expenditures will be for civilian workers engaged in production, 
maintenance, and administrative activities, both overseas and in the 
United States. Of all Federal civilian employees, approximately 
865,000, or about 40 percent, will be employed in defense activities 
by the National Military Establishment. 

Expenditures for procurement of equipment (exclusive of aircraft 
and ships), particularly for the Army, will increase in the fiscal year 
1950 as deliveries on 1949 contracts are made, even though new obliga-
tions for this purpose in 1950 will be lower. Expenses of maintaining 
and operating facilities and equipment including aircraft will also in-
crease over the 1949 level, largely in the Army and Air Force. 

Increased emphasis has been given to industrial mobilization 
preparedness in the Budget for the National Military Establishment 
with the recommendation of appropriations of approximately 129 
million dollars for fiscal year 1950 as contrasted with 57 million dollars 
provided for 1949. In addition to making provisions for the con-
tinued maintenance of tools and industrial plants held in stand-by 
status, the programs for industrial mobilization planning with industry 
and within the military establishments are being increased. Added 
emphasis is being given to coordinating the cataloging of supply items 
among the military services, and a greater integration of current pro-
curement with industrial mobilization plans. 

Stockpiling and other defense activities.—The aim of the stock-
piling program is to provide a basic reserve of materials in which ac-
cessible resources are deficient, thereby permitting a rapid and sus-
tained economic mobilization in the event of emergency. Stockpile 
procurement continues to be hampered by materials shortages and 
rising prices, since it must meet the competition of current industrial 
consumption, including that for military purposes. However, the 
concentration of procurement on the more urgently required materials 
should permit us to make substantial progress toward our goal of a 
reasonably adequate stockpile with minimum effect on current con-
sumption. 

Toward the stockpile goal, this Budget recommends 525 million 
dollars of new obligational authority for the fiscal year 1950 and sup-
plemental authorizations of 310 million dollars for the present fiscal 
year. Of these amounts 211 million dollars for 1950 and 270 million 
dollars for 1949 are in contract authorizations to be used primarily 
for developmental contracts. A total of 800 million dollars in obliga-
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tional authority has already been enacted in the last 3 years. In 
addition, by the end of fiscal year 1950, materials valued at about 700 
million dollars will have been transferred to the stockpile from war 
surplus inventories and from Economic Cooperation Administration 
operations. Of the total stockpile objective of 3.7 billion dollars, 
materials and authorizations amounting to 2.3 billion dollars will 
have been provided. 

Deliveries and expenditures, of course, will lag behind authoriza-
tions. Expenditures in the fiscal year 1950 are estimated at 525 
million dollars, an increase of 175 million dollars in outlays over the cur-
rent year. By the end of the fiscal year 1950, materials valued at 
about 1.6 billion dollars are expected to be on hand. 

The stockpile represents an addition to the supplies obtainable in 
an emergency from domestic production and imports from protected 
sources. The recommended authorizations will permit the stockpile 
to be built up to the point at which, with the aid of prompt and effec-
tive allocations, a comparatively high degree of protection will be 
afforded to our economy in the event of emergency. 

Expenditures for all other defense programs, including expenses of 
the Selective Service System, maintenance of reserve industrial plants 
by the Federal Works Agency, and by other agencies, are estimated at 
46 million dollars in the fiscal year 1950. On the other hand, net 
receipts of 39 million dollars are estimated in the Reconstruction 
Finance Corporation defense program. 

VETERANS' SERVICES AND BENEFITS 

As a nation we have sought to give our veterans opportunities to 
work, to earn, and to recapture the normal pattern of their lives. 
In addition to our general programs for full employment, increased 
health services, improved housing and greater security for all, we 
have provided an extensive program of special benefits and services 
to veterans and their dependents. 

The extent and scope of constructive measures to assist veterans 
of our earlier wars to return to useful civilian life were limited. Too 
often prior to World War I our country belatedly attempted to dis-
charge its obligation to veterans merely by bestowing upon them 
pensions and gratuities. In contrast, servicemen of World Wars I 
and II have received more timely and better treatment both in the 
service and out. Improved medical and hospital care, insurance 
benefits, vocational rehabilitation, compensation, and other benefits 
have been provided to disabled servicemen or to the dependents of the 
deceased. Servicemen of World War I received adjusted compensation, 
while World War II veterans are receiving readjustment benefits to 

800000—49 IV 
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assist them in obtaining education, training, jobs, businesses, and 
homes. 

At the present time our expenditures for veterans' programs are 
declining as readjustment benefits for World War II servicemen fall 
off. However, the long-run trend of compensation and pension costs 
and of hospital and medical care is gradually upward. This means 
that over-all expenditures under present legislation will remain high 
even after the completion of the temporary programs under the Serv-
icemen's Readjustment Act. 

The program of veterans' services and benefits should reflect the 
fundamental fact that our primary long-run obligation is to dependents 
of veterans deceased from service causes and to veterans disabled in 
the service. In the fulfillment of these obligations we have two basic 
purposes. The first is to alleviate financial hardship to dependents of 
veterans deceased from service causes. The second is to help veterans 
surmount the physical and economic handicaps of their service dis-
abilities. At the same time, we should preserve and stress our basic 
objective of assisting the recipients of these benefits to be as nearly as 
possible self-reliant and self-sustaining members of our society. 

The necessity for new or extended benefits for veterans without 
service disabilities should be judged, not solely from the standpoint 
of service in our armed forces, but in the light of existing social welfare 
programs available to all, veterans and nonveterans alike. In recent 
years social security protection, including unemployment and old-age 
and survivors insurance and old-age assistance, has been made avail-
able to a large percentage of our general population. Prior to World 
War I the lack of such general benefits was, of course, one of the main 
reasons for the enactment of special benefits to veterans. At the 
present time we seek to broaden and extend these social security pro-
grams and to enact a comprehensive national health and disability in-
surance program for all our people, including veterans, who with their 
immediate families will soon constitute 40 percent of the population. 

Total expenditures for veterans' benefits and services are expected 
to be 5.5 billion dollars in the fiscal year 1950, about 1.3 billion dollars 
below estimates for the current fiscal year. This drop reflects the 
virtual completion of unemployment and self-employment allowances, 
an expected sharp decline in educational training programs, and the 
inclusion in the fiscal year 1949 of a nonrecurrent payment to insurance 
trust funds. Even at the expected lower level, expenditures for 
veterans' programs will still comprise more than one-eighth of the 
total Budget. 

Readjustment benefits.—The readjustment program has provided 
valuable educational and other opportunities to veterans of World 
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VETERANS' SERVICES AND BENEFITS 

(Excluding trust accounts) 

[Fiscal years. In millions] 

Program or agency 

Expenditures 1950 
net new 

appropria-
tions 

Program or agency 
1948 

actual 
1949 

estimated 
1950 

estimated 

1950 
net new 

appropria-
tions 

Readjustment benefits (Veterans Administration): 
Education and training 
Unemployment and self-employment allowances. __ 
Loan guarantees 
Other 

$2, 497 
677 
64 
75 

2,080 
151 

17 
36 
53 

536 
377 

4 

$2,481 
424 
48 
88 

2,140 
488 

56 
127 

3 

597 
345 

2 

$1,993 
78 
48 
80 

2, 111 
62 

81 
179 

1 

574 
287 

2 

| $2,552 

2, 221 
77 

567 
282 

2 

Pensions (Veterans Administration) 
Insurance (Veterans Administration) 
Hospitals, other services, and administrative costs: 

Construction: 
Veterans Administration 
Corps of Engineers (Army, civil functions) 
Federal Works Agency . _ . 

Current expenses: 
Veterans Administration: 

Hospital and medical care 
O ther activities _ 

All other agencies 

Total. 

$2, 497 
677 
64 
75 

2,080 
151 

17 
36 
53 

536 
377 

4 

$2,481 
424 
48 
88 

2,140 
488 

56 
127 

3 

597 
345 

2 

$1,993 
78 
48 
80 

2, 111 
62 

81 
179 

1 

574 
287 

2 

| $2,552 

2, 221 
77 

567 
282 

2 

Pensions (Veterans Administration) 
Insurance (Veterans Administration) 
Hospitals, other services, and administrative costs: 

Construction: 
Veterans Administration 
Corps of Engineers (Army, civil functions) 
Federal Works Agency . _ . 

Current expenses: 
Veterans Administration: 

Hospital and medical care 
O ther activities _ 

All other agencies 

Total. 6, 567 6,799 5,496 5, 701 6, 567 6,799 5,496 5, 701 

War II. It is, estimated that by the end of the fiscal year 1950, 
6,000,000 veterans will have used education and training benefits, 
more than 9,000,000 will have received unemployment and self-
employment allowances, and nearly 2,000,000 will have obtained 
loan guarantees for homes and businesses. By the end of the fiscal 
year 1950 total outlays under the Servicemen's Readjustment Act 
since 1945 will have exceeded 13 billion dollars. 

Enrollment in school, job, and farm training courses is estimated 
to decline to 1,575,000 in 1950 from this year's average enrollment 
of 2,000,000. In 1950 more than two-thirds of the participants in 
this program will be in on-the-job, on-farm, and below-college-level 
training, while less than one-third will be in colleges and universities. 
Total expenditures, estimated at approximately 2 billion dollars in 
the fiscal year 1950, reflect the increased rates of subsistence allow-
ances enacted in the last session of the Congress. 

I am recommending reenactment in its present form of the provision 
of the 1949 appropriation act prohibiting the use of funds for avoca-
tional and recreational training. This constructive action on the part 
of Congress in eliminating expenditures for courses which are incon-
sistent with the basic purpose of the Servicemen's Readjustment Act 
is expected to save more than 50 million dollars this year. 
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Under present law only a small number of veterans will be eligible 
for unemployment and self-employment benefits after July 25, 1949. 
The average number of claimants to be paid in these two programs 
during the fiscal year 1950 is estimated at 74,000 as compared to about 
400,000 in the fiscal year 1949. Expenditures decline correspondingly 
to 78 million dollars. By the end of the fiscal year 1950, aggregate 
outlays for veterans' unemployment and self-employment benefits, 
since 1945, will have exceeded 3.5 billion dollars. 

Under the loan-guarantee title of the Servicemen's Readjustment 
Act, veterans obtained loans amounting to 7.4 billion dollars up 
to June 30, 1948, more than nine-tenths for homes, and the rest for 
farms and businesses. About 45 percent of this total is guaranteed 
or insured by the Government. Recent experience has shown a 
decline in the number of loans guaranteed. The estimates assume 
322,000 loans in the fiscal year 1949 and 293,000 in 1950. 

Pensions.—It is estimated that an average of 2,968,000 individuals 
and families will receive compensation and pension payments in the 
fiscal year 1950, an increase of 52,000 over the number for the present 
year. About one-fourth of these payments involve non-service-
connected death or disability. The 1950 expenditure estimate of 2.1 
billion dollars for pensions includes 1.4 billion dollars in compensation 
for service-connected cases, and 500 million dollars in pensions for 
non-service-connected cases. It also includes 180 million dollars 
for subsistence allowances to service-disabled veterans in training, a 
decline of 70 million dollars from the present year. These expendi-
tures reflect the increased rates of compensation enacted by the last 
Congress for dependents of veterans deceased or disabled from service 
causes. 

Insurance.—The Government contributes to the veterans' life 
insurance funds for war hazard claims. Budget expenditures for 
veterans' insurance, largely for such contributions, are estimated at 
62 million dollars in fiscal year 1950. A tentative estimate of 413 mil-
lion dollars is included for an additional contribution to the national 
service life insurance fund in the fiscal year 1949. This large non-
recurring item in the present year results from a re-evaluation of the 
Government's liability for war risk claims. 

Hospital and domiciliary construction.—The construction program 
under which the Veterans Administration has been proceeding was 
planned and authorized during and immediately after the war. Now 
that we have the benefit of a period of postwar experience, I have 
reviewed the veterans' hospital and domiciliary construction program 
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and find that to continue with the construction of the full number of 
90 authorized hospitals will result in a serious overbuilding, in terms of 
beds needed to meet foreseeable requirements. A reduction in the 
program will still make it possible to provide for all service-connected 
patients in every geographical area and will provide an even more 
liberal allowance of beds for non-service-connected patients than at 
present. 

I have therefore directed that the program which I had previously 
authorized be curtailed by approximately 16,000 beds and asked the 
Administrator of Veterans Affairs to recommend specific adjustments 
in the program. I have approved his recommendations for the 
cancellation of 24 hospital projects, and the reduction in planned 
capacity of 14 additional hospitals. This will result in a reduction 
of 279 million dollars in the total of 1.2 billion dollars of construction 
previously authorized, and will reduce expenditures in the fiscal year 
1950 by 115 million dollars. However, hospitals scheduled for com-
pletion will cost 42 million dollars more than originally estimated. 
Therefore, a net rescission of 237 million dollars in contract authoriza-
tions is recommended. Under this revised program, expenditures in 
the fiscal year 1950 for construction of hospital and domiciliary 
facilities are estimated at 260 million dollars, an increase of 77 million 
dollars over the fiscal year 1949, due to the progress of construction 
already under way. 

Hospital and other services and administration.—Current expenses 
for hospital and medical care are estimated at 574 million dollars in the 
fiscal year 1950, 23 million dollars less than the peak expenditure in 
1949. This decline reflects largely a downturn in the out-patient 
medical care program and increased use of excess supplies now in 
stock. Expenses of the in-patient care program will increase. The 
1950 estimates provide for an average daily patient load of about 
140,000, an increase of 4,000 over the current year. 

Other current expenses, which are chiefly the costs of administering 
the nonmedical benefit programs of the Veterans Administration, 
continue to decline in line with work loads. 

Trust accounts.—Veterans of the two World Wars hold 7,500,000 
active policies under the Government life and national service life 
insurance programs. Premiums and earnings, supplemented by Gov-
ernment contributions to cover claims involving war risks, have built 
up substantial accumulations in these trust funds. 

Assets of the national service life insurance fund will reach an esti-
mated 7.7 billion dollars in the current fiscal year. The Government 
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contributions anticipated for the fiscal years 1949 and 1950 will bring 
total Government contributions to the national service life insurance 
fund to over 4 billion dollars. 

VETERANS' LIFE INSURANCE FUNDS 

(Trust accounts) 

[Fiscal years. In millions] 

Item 1948 
actual 

1949 
estimated 

1950 
estimated 

Receipts: 
Transfers from general and special accounts 
Premiums, interest, and other 

Total 

$145 
677 

$482 
712 

$56 
745 

Receipts: 
Transfers from general and special accounts 
Premiums, interest, and other 

Total 822 
377 

1,194 
381 

801 
2,421 Expenditures for benefits, refunds, and other (deduct) 

Net accumulation.. 

822 
377 

1,194 
381 

801 
2,421 Expenditures for benefits, refunds, and other (deduct) 

Net accumulation.. 445 813 - 1 , 6 2 0 445 813 - 1 , 6 2 0 

An initial dividend estimated at about 2 billion dollars is sched-
uled for payment during the fiscal year 1950 to all servicemen who 
hold or have held national service life insurance. The Veterans 
Administration is now reviewing insurance records to determine the 
status of the fund, after which the amount of the dividend and the 
method of payment can be decided. 

SOCIAL WELFARE, HEALTH, AND SECURITY 

In the last 15 years the Federal Government has established a basic 
pattern of activities in the field of social welfare, health, and security. 
The national system of old-age and survivors insurance, the system of 
regular grants to States for public assistance payments to the needy 
aged and blind and to dependent children, the Federal-State system 
of unemployment insurance, and several grant programs for the pro-
motion of public health and of children's welfare were established by 
the Social Security Act of 1935. More recent laws established the 
railroad retirement system and grants to States for the school lunch, 
hospital construction, and mental health programs. Also included in 
the Government's social welfare, health, and security programs are 
the older system of grants to States for vocational rehabilitation, and 
those Federal services directed toward the prevention of crime and 
the apprehension and detention of criminals. 

Under the Social Security Act, the national policy contemplated 
that old-age and survivors insurance would be the primary Govern-
ment measure affording economic protection to the needy aged and 
dependent children, and that unemployment compensation would 
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provide temporary assistance to the unemployed. Other types of 
social insurance were to be added later to provide more adequate 
protection against major economic hazards of our society. Public 
assistance was designed as a backstop, a second line of defense, even-
tually to be replaced in large measure by social insurance benefits. 
We have not made progress toward this objective in the last decade. 
Individual benefit payments under public assistance now are sub-
stantially higher than under old-age and survivors insurance. They 
are more adequate, in many cases, than under unemployment 
insurance. 

Three principal steps should be taken now to strengthen and com-
plete the system of social insurance, and thereby to make our govern-
mental programs consistent with the basic national policy in this field. 

First, old-age and survivors insurance should be extended to nearly 
all the 25 million gainfully employed persons not now covered; the 
scale of benefits should be sharply raised; benefits should be provided 
for wo:pcien at an earlier age; and higher part-time earnings should be 
permitted. (In addition, coverage under the unemployment compen-
sation system should be extended and benefits made more adequate, 
as indicated in the "Labor" section of this Message.) 

Second, disability insurance should be provided to protect against 
loss of earnings during illness or other temporary disability, and to 
assure continuing annuities to workers who become permanently dis-
abled and therefore unable to earn a livelihood. 

Third, a comprehensive national health program should be estab-
lished, centering in a national system of medical care insurance, 
accompanied by improved services and facilities for public health 
and medical care. 

These recommendations have had extended public discussion. 
Action is long overdue. I am confident that the Congress will enact 
promptly the legislation needed to achieve an integrated, compre-
hensive system of social insurance. In addition, I repeat my recom-
mendation that the Congress give departmental status to the Fed-
eral Security Agency. 

The needed legislation includes not only measures to establish 
administrative procedures and authorize benefit payments, but also 
provisions for financing them. At present, workers and employers 
each contribute to the old-age and survivors insurance fund at a rate 
of 1 percent of the covered pay roll. Under present law, this rate 
will advance on January 1, 1950, to 1% percent each for employers 
and workers. The tax applies only to the first 3,000 dollars of earn-
ings of each employee in any year, and earnings in excess of that 
amount are not counted in calculating the retirement benefits. My 
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recommendations contemplate raising the tax rate on presently 
covered employment on July 1, 1949, the date when increased benefits 
should be made available. In addition, I propose that we raise the 
ceiling on taxable earnings, as well as extend the pay-roll tax to work-
ers and employers not now covered. The addition of insurance 
coverage for medical care and disability benefits will also require some 
additions to the pay-roll tax rates in order that the whole social insur-
ance system will continue to be substantially self-supporting. 

The financial impact of these recommendations is mainly in the trust 
accounts. For the fiscal year 1950, benefit payments and administra-
tive expenses from the major trust accounts in the field of social wel-
fare (other than unemployment insurance) are estimated at 1.3 billion 
dollars under existing laws. Under the legislation which I recommend, 
these payments would be doubled. Apart from this new legislation, 
they would rise by more than 100 million dollars above the total for 
the current fiscal year. 

The total of Budget expenditures for social welfare, health, and 
security also is expected to rise in the fiscal year 1950, to nearly 2,358 
million dollars, exclusive of expenditures from trust accounts. The 
increase over the fiscal year 1949 is 394 million dollars, of which 147 
million dollars is in transfers to the railroad retirement trust account 
and 86 million dollars is for increased grants to the States for public 
assistance under present Federal law. Most of the remainder of the 
increase is divided between present programs for the promotion of 
public health and proposed new legislation for medical care insur-
ance and public assistance. 

Excluding trust-account transactions, new appropriations requested 
for social welfare, health, and security for the fiscal year 1950 are esti-
mated at 2,271 million dollars. In addition, 92 million dollars of new 
contract authority will be needed, making a total of 2,363 million dol-
lars of new obligational authority for these programs. This does not 
include 40 million dollars of appropriations necessary to liquidate 
contract authority made available in prior years, mainly for hospital 
construction grants. Of the new appropriations in Budget accounts, 
84 million dollars is for proposed legislation. All the rest is for pro-
grams under present laws. 

Public assistance to the aged and other special groups— The public 
assistance programs of the Federal Government are all carried on in 
cooperation with the States, and the expenditures are almost entirely 
in the form of grants to State governments. 

By far the largest amounts are for assistance to the aged, the blind, 
and dependent children, for which Federal Government expends 
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SOCIAL WELFARE, HEALTH, AND SECURITY 

{Excluding trust accounts) 
(Fiscal years. In millions] 

Program or agency 

Expenditures 

1948 
actual 

1949 
estimated 

1950 
estimated 

1950 

Net new 
appropria-

tions 

Other 
authoriza-

tions 

Assistance to the aged and other special 
groups: 

Federal Security Agency: 
Public assistance: 

Present law 
Proposed legislation 

Vocational rehabilitation and 
other programs 

School lunch (Department of Agricul-
ture) 

Retirement and dependents' insurance: 
Railroad Retirement Board 
Federal Security Agency and other 

Promotion of public health: 
Federal Security Agency: 

Present programs 
Medical care insurance system 

(proposed legislation).— 
Federal Works Agency and other 

Crime control and correction (Department 
of Justice and other) 

Other programs: 
Present programs (Federal Security 

Agency and other) 
Federal Security Agency, change in 

employees' accident compensation 
rates (proposed legislation) 

Total.. 

$733 

763 
3 

1,853 

177 

1,963 

.,064 
65 

23 

75 

716 
9 

234 

15 
35 

91 

27 

2,358 

$1,059 
65 

23 

75 

716 
9 

174 

15 
12 

92 

i 2,271 92 

1 In addition, this Budget includes 40 million dollars of appropriations recommended to liquidate prior 
year contract authorizations. 

NOTE—The Federal-State system of unemployment compensation and the Federal system of railroad 
unemployment insurance, formerly included in this category, are now reclassified under Labor. 

tures under present laws are estimated at 1,064 million dollars in the 
fiscal year 1950. Each State determines its own scale of benefits to 
individuals in these public assistance categories, and the Federal 
Government reimburses the States for from 50 to 75 percent of the 
payments in each case, up to maximum individual benefit rates speci-
fied in the Federal law. The level of these matching payments was 
raised by action of the last Congress. 

Because of this grant arrangement, the amount of Federal expendi-
ture for public assistance in any one year is not directly subject to 
Federal budgetary control, but is determined by the action of the 
several States in fixing benefit rates and approving individual claims 
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for assistance. The total amount of Federal expenditures has steadily-
increased as the rising cost of living has compelled the States to give 
more assistance and the number of needy aged persons in our popula-
tion has continued to rise. This increase in public assistance expendi-
tures would be slower, and should ultimately be reversed, if other 
contributory insurances are made adequate to carry most of the load. 

The Budget includes 65 million dollars as the tentative estimate 
of first-year expenditure under proposed legislation to improve the 
present public assistance system and to help cover State relief pay-
ments to persons not now eligible for assistance from Federal grants. 

Railroad retirement insurance.—The expected rise in transfers to 
the railroad retirement trust account, from 565 million dollars in this 
fiscal year to 716 million dollars in 1950, reflects mainly a statutory 
increase in the tax rate, which has just become effective, and the con-
tinued rise in railroad pay rolls. 

The estimates for 1950 assume favorable legislative action on several 
proposed changes in the timing of transfers from Budget accounts to 
the trust accounts. These relate to Federal Government payments 
for military service credits, administrative expense appropriations, 
and the transfer of the special railroad taxes to trust accounts. The 
changes would not affect the benefit rights of any individual or the 
tax liabilities of any employer. 

Good budgeting requires that the law be revised so that payments 
by the Federal Government to the railroad retirement trust fund on 
account of military service credits allowed to railroad employees may 
be made annually in the years ahead on the basis of the actuarial 
value of claims actually approved as workers retire. As the law now 
stands, these payments are to be made in advance, without adequate 
relationship to eventual requirements for actual benefits. We have 
already advanced 160 million dollars to the trust fund to cover such 
future claims. Unless the law is amended, a further transfer of about 
the same amount may be required in the fiscal year 1950, and this 
would have to be added to the total of Budget expenditures. 

Good budgeting requires also that the railroad retirement tax be 
transferred to the trust fund as it is collected, rather than on the 
basis of annual specific appropriations in advance of collections, as 
is the present practice. The estimates assume that an annual indefinite 
appropriation will be substituted, and also that the administrative 
expense appropriations will be consolidated and financed directly 
from the trust account. 

Public health.—Federal expenditures for public health purposes 
comprise substantial grants to State and local governments to help 
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them combat disease and to meet part of the cost of new hospitals, 
as well as expenditures for direct Federal operations. 

For the fiscal year 1950, I am recommending appropriations suffi-
cient to double the general health grants to States, raising them to 
22 million dollars, in order that the States in turn may extend and 
strengthen local health services. These stronger health services are 
an essential part of our national health program. I recommend that 
the present statutory limitation on the amount of such general health 
grants to States be removed from the Public Health Service Act, so 
as to authorize in later years the provision of larger amounts for the 
further improvement and expansion of local public health services. 
It is clearly more desirable to follow this course than to add new 
and separate grant programs or to continue to expand existing special-
ized health programs. 

The estimates for 1950 provide for continuing at about the 1949 
level the grants to States for specialized health programs, such as 
venereal disease and tuberculosis. Provision is made for new grants 
under the National Heart Act of 1948 and for grants for initial surveys 
under the Water Pollution Control Act of 1948. The Federal-aid 
hospital construction program will require additional contract author-
ity to maintain the current limited volume of new hospital building. 

I have included in Budget accounts for the fiscal year 1950 a tenta-
tive estimate of 15 million dollars for initial expenditures for inaugu-
rating the system of medical care insurance. 

New facilities for medical and related research to be carried on 
directly by the Public Health Service are in process of construction. 
As these are completed and staffed, we shall achieve a substantial 
expansion of specialized types of research which will contribute sig-
nificantly to the health and longevity of our people. 

Crime control and correction.—The work load of the Federal Bureau 
of Investigation is expected to continue at a high level in the fiscal 
year 1950, largely because of investigations of personnel employed in 
atomic energy work and international activities and the strengthening 
of the internal security program. A decline is expected in the inmate 
population of Federal prisons, and this will permit some reduction in 
staff, but the saving will be partly offset by higher per capita costs 
for care of prisoners. 

Federal employees1 accident compensation.—Expenditures under the 
Federal Employees' Compensation Act of 1916, as amended, are esti-
mated for the fiscal year 1950 at 9 million dollars more than in 1949, 
but the increase is wholly for war claims payments to American citi-
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zens abroad who were injured or suffered damage from wartime enemy-
actions. These payments will be covered by some of the proceeds of 
certain enemy-owned property. 

Compensation payments to Government employees injured and to 
dependents of those killed in line of duty will continue under present 
law at about 14 million dollars a year. The benefit rates have not 
been changed since 1927. They are now quite inadequate. I recom-
mend that these benefit rates be liberalized. The Budget includes a 
tentative estimate of 4 million dollars for this proposed legislation. 

Trust accounts.—As I emphasized in a message to the Congress last 
May, this period of high employment and earnings offers a particu-
larly opportune time for strengthening and broadening our social in-
surance system. At such a time, our people are best able to begin 

SOCIAL WELFARE, HEALTH, AND SECURITY 

(Major trust accounts) 
[Fiscal years. In millions] 

Fund and item 1948 
actual 

1949 
estimated 

1950 
estimated 

Federal old-age and survivors insurance trust fund: 
Receipts: 

Appropriation from general receipts 
Interest and other 

$1,616 
191 

$1,754 
231 

$2,420 
266 

1,700 

745 
1,500 

Proposed legislation extending coverage, raising tax 
base, and adding disability benefits 

$1,616 
191 

$1,754 
231 

$2,420 
266 

1,700 

745 
1,500 

Payments of benefits and administrative expenses (deduct): 
Existing legislation. 
Proposed legislation 

559 656 

$2,420 
266 

1,700 

745 
1,500 

Net accumulation (including proposed legislation).. 

Railroad retirement account:1 

Receipts: 
Transfers from Budget accounts 
Interest on investments.. 

Payments of benefits, salaries and expenses (deduct). 

Net accumulation 

$2,420 
266 

1,700 

745 
1,500 

Net accumulation (including proposed legislation).. 

Railroad retirement account:1 

Receipts: 
Transfers from Budget accounts 
Interest on investments.. 

Payments of benefits, salaries and expenses (deduct). 

Net accumulation 

1,248 1,330 2,141 Net accumulation (including proposed legislation).. 

Railroad retirement account:1 

Receipts: 
Transfers from Budget accounts 
Interest on investments.. 

Payments of benefits, salaries and expenses (deduct). 

Net accumulation 

758 
39 

222 

565 
51 

289 

716 
62 

317 

Net accumulation (including proposed legislation).. 

Railroad retirement account:1 

Receipts: 
Transfers from Budget accounts 
Interest on investments.. 

Payments of benefits, salaries and expenses (deduct). 

Net accumulation 575 327 461 

Federal employees' retirement funds: 
Receipts: 

Salary deductions and transfers from Budget accounts. 
Interest.. 

575 327 461 

Federal employees' retirement funds: 
Receipts: 

Salary deductions and transfers from Budget accounts. 
Interest.. 

486 
108 
244 

666 
120 
274 

693 
139 
277 Payments of annuities and refunds, and expenses (deduct). 

Net accumulation 

486 
108 
244 

666 
120 
274 

693 
139 
277 Payments of annuities and refunds, and expenses (deduct). 

Net accumulation 350 412 555 

Medical care insurance trust fund (proposed legislation): 
Receipts from pay-roll contributions 

350 412 555 

Medical care insurance trust fund (proposed legislation): 
Receipts from pay-roll contributions 260 
Payments for benefits (deduct) 

260 

Net accumulation Net accumulation 260 260 

i Adjusted for proposed changes in legislation. 
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providing for protection against the major economic hazards to which 
everyone is exposed. Although the recommended improvements 
will mean an immediate large increase in benefit payments, they will 
also result at the outset in a sizable increase in savings held in the 
social insurance trust accounts. This will help to reduce inflationary 
pressures and build a cushion of consumers' purchasing power against 
possible future recession. 

Despite benefit payments of more than 1.3 billion dollars under 
present laws, the major trust funds for social welfare, health, and 
security for the year are expected to add 3.0 billion dollars to their 
assets during the fiscal year 1950. This will bring the aggregate 
assets of these funds above 19 billion dollars. The legislation I have 
recommended will add an estimated^460 million dollars to these 
assets in the fiscal year 1950. 

The trust account assets are invested in Government securities, 
and the interest earnings are added to the principal of each trust 
fund. Although all benefits are paid directly from these accounts, 
the handling of contributions varies. Pay-roll tax collections under 
the railroad retirement system are included in Budget receipts and 
the transfers to the trust account appear as Budget expenditures. 
Proceeds of the pay-roll tax for old-age and survivors insurance are 
transferred to the trust account without affecting expenditures; this 
transfer is made through a deduction from receipts and an equal 
credit to the trust account. Amounts withheld from the salaries of 
those Government employees covered by Federal employees' retire-
ment acts, as their payments to the retirement funds, are credited 
directly to the trust accounts. 

HOUSING AND COMMUNITY FACILITIES 

The objective of the Federal housing program is to improve the 
housing standards of the Nation and, in particular, to help low-income 
and moderate-income families obtain more adequate housing in a 
suitable community environment. To this end the Federal Govern-
ment provides a wide variety of financial aids for both private and 
public housing construction, as well as research and other assistance 
on cost reduction. 

In the past 3 years, housing construction has risen to the level it 
took 6 years to reach after World War I. Conversions of older 
houses have also increased the housing supply, and extensive repairs 
and modernization have improved housing standards. As a result, 
many of the most acute emergency needs, especially of veterans, have 
been met, and the number of families compelled to live with others or 
to make other temporary arrangements has been reduced. 
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HOUSING AND COMMUNITY FACILITIES 

[Fiscal years. In millions] 

Program or agency 

Expenditures 1950 

Program or agency 
1948 

actual 
1949 

estimated 
1950 

estimated 
Net new 
appropri-

ations 

Other 
authoriza-

tions 

General aids to housing: 
Housing and Home Finance Agency: 

Existing programs $1 $1 

0) 

$2 

2 
10 
5 

6 

$2 

2 
Proposed legislation: 

Research and administration.. 

$1 $1 

0) 

$2 

2 
10 
5 

6 

$2 

2 
Slum clearance 

$1 

0) 

$2 

2 
10 
5 

6 

$2 

2 
$125 

Alaska housing 

$2 

2 
10 
5 

6 

10 

15 

$125 

Commerce Department: Proposed 
census of housing 

$2 

2 
10 
5 

6 

10 

15 
Housing Expediter (excluding rent 

control) 6 

- 1 9 

- 1 5 6 

$2 

2 
10 
5 

6 

10 

15 

Aids to private housing: 
Housing and Home Finance Agency: 

Federal Housing Administration.. 
Home Loan Bank Board: 

Home Owners' Loan Corpo-
ration 

6 

- 1 9 

- 1 5 6 

5 

- 1 2 3 

7 

- 9 5 

Aids to private housing: 
Housing and Home Finance Agency: 

Federal Housing Administration.. 
Home Loan Bank Board: 

Home Owners' Loan Corpo-
ration 

6 

- 1 9 

- 1 5 6 

5 

- 1 2 3 

7 

- 9 5 
Proposed stand-by borrowing 

authority: 
Federal Savings and Loan 

Insurance Corporation 

6 

- 1 9 

- 1 5 6 

5 

- 1 2 3 

7 

- 9 5 

750 
1,000 Federal home loan banks 

750 
1,000 

Reconstruction Finance Corporation: 
Existing programs: 

Mortgage purchases, net 113 333 
5 
2 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

750 
1,000 

Loans to large-scale producers. 
Other 

113 333 
5 
2 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

Loans to large-scale producers. 
Other 4 

333 
5 
2 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

Proposed assistance for rental and 
cooperative housing 

4 

333 
5 
2 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

Department of Agriculture: Proposed 
farm housing program.. 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

5 

162 
12 
6 
1 
5 

0) 

27 
Public housing programs: 

Housing and Home Finance Agency: 
Public Housing Administration: 

Existing programs: 
War housing 48 

44 
11 

- 5 

48 
12 

- 1 
2 

15 
- 1 

35 

15 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

5 

162 
12 
6 
1 
5 

0) 

27 

Veterans' re-use housing.._ 
Low-rent housing 

48 
44 
11 

- 5 

48 
12 

- 1 
2 

15 
- 1 

35 

15 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

5 

162 
12 
6 
1 
5 

0) 

Veterans' re-use housing.._ 
Low-rent housing 

48 
44 
11 

- 5 

48 
12 

- 1 
2 

15 
- 1 

35 

15 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

5 

162 
12 
6 
1 
5 

0) 

Other 

48 
44 
11 

- 5 

48 
12 

- 1 
2 

15 
- 1 

35 

15 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

5 

162 
12 
6 
1 
5 

0) 
Proposed low-rent housing 

48 
44 
11 

- 5 

48 
12 

- 1 
2 

15 
- 1 

35 

15 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

5 

162 
12 
6 
1 
5 

0) 
85 

Other agencies . . . . - 1 

25 

10 

48 
12 

- 1 
2 

15 
- 1 

35 

15 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

5 

162 
12 
6 
1 
5 

0) 
85 

Provision of community facilities: 
Reconstruction Finance Corporation.. 
Federal Works Agency: 

Existing programs 

- 1 

25 

10 

48 
12 

- 1 
2 

15 
- 1 

35 

15 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

5 

162 
12 
6 
1 
5 

0) 
Provision of community facilities: 

Reconstruction Finance Corporation.. 
Federal Works Agency: 

Existing programs 

- 1 

25 

10 

48 
12 

- 1 
2 

15 
- 1 

35 

15 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

1 

5 
2 

Proposed legislation: 
Disaster relief 

- 1 

25 

10 

48 
12 

- 1 
2 

15 
- 1 

35 

15 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

1 

5 
2 Alaska public works _. . 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

1 

5 
2 

Total 

149 
13 

(0 

50 

20 

34 
1 

12 
1 

129 
- 1 

32 

8 

3 
1 

1 

5 
2 

Total 82 349 388 227 1,987 82 349 388 227 1,987 

1 Less than one-half million dollars. 
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Despite these encouraging gains, we still have a long way to go. 
The programs recommended in this Budget, both under existing and 
proposed legislation, are directed primarily towards improving the 
housing of low- and moderate-income groups. These programs 
emphasize lowering of housing costs and production of rental housing, 
and provide continued preference for veterans' housing requirements. 

Research in costs and markets.—Basic to the entire housing program, 
both private and public, is the use of all available methods to lower 
construction costs. Technical research on the limited basis authorized 
by the Housing Act of 1948 has already begun. More extensive tech-
nical research, and analysis of housing markets and land-use, which 
would be authorized in the further legislation which I have recom-
mended, are needed to assure effective use of both private and public 
funds in meeting our housing needs. The Housing and Home Finance 
Administrator will take the leadership in bringing potential cost reduc-
tions to the attention of industry and of State and local agencies in 
the form most useful to them. 

A census of housing should again be au thorized as part of the regular 
decennial census in 1950. Such a census would provide comprehensive 
and up-to-date information needed by both private industry and 
public agencies. 

Slum clearance and urban redevelopment.—I have recommended for 
several years legislation to authorize the Federal assistance needed 
to permit cities to start clearing their slums and preparing the sites 
necessary for sound urban development, primarily private housing. 
We should not delay longer in authorizing initiation of the first install-
ments of this long-term program. I recommend, therefore, that the 
Housing and Home Finance Administrator be authorized to contract 
for Federal grants amounting to 100 million dollars a year for 5 
years. In addition, I recommend loan authorizations of 25 million 
dollars for the fiscal year 1950 and larger authorizations in the follow-
ing 4 years, totaling 1 billion dollars for the 5-year period. The 
only Federal expenditures likely in the fiscal year 1950 are loans of 
10 million dollars for planning the projects. 

Private housing.—The great bulk of the housing of the Nation is 
today and should remain privately owned and privately financed. 
In addition to the general aids provided for all types of housing, the 
Federal Government aids private housing through sharing financial 
risks and providing a supplementary source of funds. 

Over one-third of the new housing started in the next fiscal year, 
it is estimated, will be financed by mortgages insured by the Federal 
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Housing Administration. In the years ahead our mortgage insurance 
system should give increased emphasis to assisting housing coopera-
tives and production of rental housing and lower-priced sales housing. 
Amendments are needed for these purposes, as well as to simplify the 
variety of insurance aids now available. Both the Federal Housing 
Administration and the Reconstruction Finance Corporation will en-
courage increased production of lower-priced housing by special finan-
cial assistance to producers using efficient large-scale construction 
methods. In addition, as part of our veterans' program, the Govern-
ment will continue to guarantee loans made to veterans to help 
finance construction and purchase of homes. 

The Federal National Mortgage Association, a subsidiary of the 
Reconstruction Finance Corporation, will continue to assist private 
lenders in certain cases where credit is short by purchasing federally 
insured and guaranteed mortgages. In the fiscal year 1950 these 
purchases, under the present authority, will result in estimated net 
expenditures of 149 million dollars. I am recommending revisions of 
the present limitations on mortgage purchases, which will result in 
an estimated 50 million dollars of additional expenditures. In order 
to prevent inflationary pressures, any such broadening should of 
course be confined to measures urgently required to finance the most-
needed types of housing construction, particularly rental housing and 
housing cooperatives. 

As another credit aid to private housing, the Federal home loan 
banks provide an important supplementary source of credit for the 
savings and loan associations which make about one-third of all home-
mortgage loans. The Federal Savings and Loan Insurance Corpora-
tion insures the share-accounts of its member associations. Both the 
banks and the^Corporation^are supervised by the Home Loan Bank 
Board. 

I am recommending basic revisions in the financial structure of 
these agencies designed to encourage substitution of private capital 
for Federal investments, to permit them to borrow from the Treasury 
in the event of any future emergency, and to give the Home Loan 
Bank Board more specific authority over the borrowing and lending 
operations of the member associations. Under this legislation, the 
additional retirement of Federal investment in home loan bank stock 
in the fiscal year 1950 will increase Budget receipts by an estimated 
81 million dollars. The stand-by borrowing authority requested for 
the home loan banks and the Corporation amounts to 1,750 million 
dollars. I do not anticipate that any use will be made of this new 
authority except in time of emergency, but it will provide additional 
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assurance to the millions of shareholders, comparable to the assurance 
now given to bank depositors. 

I am again recommending that the Congress provide for more 
adequate Federal aids to construction and improvement of privately 
owned farm housing. The new program would authorize the Secretary 
of Agriculture to provide loans for farm housing, as well as contri-
butions for housing for farmers on potentially self-supporting farms 
and limited grants to improve substandard housing of low-income 
farmers. 

Public housing.—Except for 3,000 permanent low-rent units 
authorized before the war, Federal assistance for new public housing 
since the war has been limited almost entirely to provision of temporary 
accommodations under the veterans' re-use program. With every 
month that passes, legislation to authorize a new and broader program 
of Federal assistance for low-rent public housing becomes more neces-
sary. Only through such a program can cities make a substantial 
start in providing permanent housing for the low-income families for 
whom private enterprise cannot reasonably be expected to provide. 

The legislation which I am now recommending would provide the 
Federal assistance required to permit construction of 1,050,000 low-
rent units over a 7-year period. It would authorize the Public 
Housing Administration to make contracts with local public agencies 
providing for annual Federal contributions over a 40-year period suffi-
cient to assure acceptable housing for low-income families at rents they 
can afford to pay. Contracts involving maximum annual contribu-
tions of 85 million dollars would be authorized for the fiscal year 1950, 
rising to a maximum annual amount of 445 million dollars by the end 
of the fiscal year 1954. In addition, the lending authority of the 
Public Housing Administration would be increased by 700 million 
dollars primarily for temporary financing. To minimize the cost of 
the program, the local housing agencies would meet their long-term 
financial requirements by selling to the public taxable obligations 
fully protected by the pledge of annual Federal contributions. 
Disbursements during the first year will amount to an estimated 129 
million dollars, almost entirely for short-term loans. 

The Public Housing Administration also has been administering the 
disposition of permanent and temporary units built under the war 
housing and veterans' re-use programs. I am recommending legisla-
tion to make possible more expeditious sale to private owners of all 
permanent war housing units, except those transferred to local housing 
agencies for low-rent housing. Adequate protection would be pro-
vided for present occupants. Legislation also is needed to permit 

800000—49 V 
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transfer of all Federal ownership and other rights in temporary 
housing (with limited exceptions) to local communities which apply 
for such transfer. This step would permit the entire responsibility 
for such housing to be vested in local authorities, who can most 
readily determine the continuing emergency need. 

Community facilities.—In accordance with the economic stabiliza-
tion program, the Kecons traction Finance Corporation is limiting its 
new loans to public agencies to relatively low levels. Other expendi-
tures will be made to complete the Brooklyn-Battery tunnel and to 
meet other prior commitments. 

I again recommend legislation authorizing the Federal Works 
Agency to provide prompt assistance to communities in rebuilding 
facilities after floods and other disasters. A tentative appropriation 
estimate of 5 million dollars is included for this purpose. 

Alaska housing and public works.—As part of the program to de-
velop the resources of Alaska, I have recommended special assistance 
for both private and public housing. Such housing is badly needed, 
but is hampered by excessive construction costs. This Budget pro-
vides for a 10-million-dollar revolving fund to finance loans and con-
struction by the Alaska Housing Authority. I also recommend a 
2-million-dollar appropriation to the Federal Works Agency to pro-
vide for certain urgently needed public works in Alaska. 

Appropriations and other authorizations—Summary.—Most of the 
expenditures for existing programs in the fiscal year 1950 will be 
financed from the corporate funds of the Keconstruction Finance 
Corporation provided in earlier years. 

New appropriations of 44 million dollars and other authorizations 
of 1,987 million dollars would be called for under my legislative recom-
mendations. The proposed stand-by borrowing authority of the 
Federal Savings and Loan Insurance Corporation and of the Federal 
home loan banks accounts for 1,750 million dollars. Slum clearance, 
low-rent public housing and farm housing proposals require contract 
and loan authorizations of 237 million dollars in the fiscal year 1950. 
An increase of 700 million dollars in the lending authority of the 
Public Housing Administration would be provided in the fiscal year 
1949. It is estimated that 35 million dollars of the 174 million dollars 
in permanent appropriations, representing anticipated receipts from 
war housing and veterans' re-use housing, will be spent for current 
management and disposition activities. The remaining 139 million 
dollars will be transferred to the general fund of the Treasury without 
affecting Budget expenditures. 
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EDUCATION AND GENERAL RESEARCH 

It is important to the continued progress of the Nation that we 
raise our educational standards and expand our fundamental research. 
At the present time the Federal Government promotes education by 
providing professional leadership and advice to educators, and by 
supporting vocational education and the land-grant colleges through 
grants-in-aid to the States. It also supports Howard University and 
educational institutions for the blind and deaf, and provides for the 
education of Indians. The Government provides library and museum 
services through the Library of Congress, the Smithsonian Institu-
tion, the National Gallery of Art, and the Botanic Gardens, and car-
ries on general research through the National Bureau of Standards, 
the Bureau of the Census, and the Naval Observatory. 

Expenditures in the fiscal year 1950 for education and general 
research are estimated at 414 million dollars. The increase of 329 
million dollars over 1949 is almost entirely for proposed grants to 
States for education and for the decennial census of population. 

In addition to these general programs, many Federal agencies carry 
on specialized education and research activities which are included in 
other functional groupings. Some of these are the education benefits 
for veterans, fellowship and other training programs designed to pro-
duce needed specialists, and research for military and other purposes. 

Aid to education.—Although the Federal Government is engaged in 
this broad range of educational activities, we are not yet assuring all 
the children of our Nation the opportunity of receiving the basic 
education which is essential to a strong democracy. In many areas, 
teachers' salaries are low, particularly in the elementary grades. Too 
many are leaving the profession; too few are entering. Enrollments 
are rising. As a result, overcrowded classrooms and substandard 
instruction are common. As the large number of children born during 
and after the war reach school age, the situation will become even 
worse. 

Many States are finding it difficult, even with high tax rates, to 
pay adequate salaries or to take other corrective measures. It is 
therefore urgent that the Congress enact legislation to provide grants 
to the States in support of a basic minimum program of elementary 
and secondary education for all our children and youth. This Budget 
includes a tentative appropriation estimate of 300 million dollars for 
such grants in the fiscal year 1950. 

We know that a shortage of school buildings exists in many parts 
of the country as a result of wartime deferment of construction and 
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the increase in the school-age population. We do not know the over-
all extent of the shortage, the particular areas in which it exists, 
and whether State and local governments can alleviate it without 
special Federal aid for construction. In order to provide an adequate 
factual basis for further consideration of the problem, I ask the 
Congress to authorize a survey of educational building needs and the 
adequacy of State and local resources available to meet these needs. 

EDUCATION AND GENERAL RESEARCH 

[Fiscal years. In millions] 

Program or agency 

Expenditures 

1948 
actual 

1949 
estimated 

1950 
estimated 

1950 

Net new 
appropria-

Other au-
thoriza-

tions 

Promotion of education: 
Office of Education (Federal Security 

Agency): 
Present programs 
Federal aid to education (proposed 

legislation) 
Survey of educational building 

needs, and study of scholarships 
and fellowships (proposed legis-
lation) 

Federal Works Agency and other 
Educational aid to special groups: 

Bureau of Indian Affairs (Interior) 
Howard University (Federal Security 

Agency) and other 
Library and museum services. 
General-purpose research: 

Department of Commerce: 
Seventeenth decennial census. 
Other Census Bureau programs... 
National Bureau of Standards: 

Present programs 
Radio propagation building 

(proposed legislation) 
National Science Foundation (pro-

posed legislation) 
Other agencies 

Total.. 

$33 

0) 

$34 

85 

$34 

290 

12 

(0 

$34 

300 

0) 
12 

0) 

0) 
12 

1 Less than one-half million dollars. 
2 In addition, this Budget includes 6 million dollars of appropriations recommended to liquidate prior 

year contract authorizations. 

It has become increasingly obvious that the national welfare de-
mands that higher education be made available to more of our talented 
young people. We should now determine the soundest and most 
practicable means of providing additional opportunities for capable 
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young people who could not otherwise afford a college or university 
education. 

The Budget estimates include 1 million dollars as a tentative esti-
mate of appropriations needed for these surveys when authorized by 
the Congress. 

Howard University.—An extensive building program is under way 
at Howard University to meet part of the need which results from the 
doubling of student enrollment since 1946. Additional contract 
authorizations of 6 million dollars are requested in connection with 
this building program. 

National Science Foundation.—The strength and economic welfare 
of our country in years to come are largely dependent on the advances 
that can be made in basic scientific research. To maintain and 
expand the Nation's efforts in scientific research and to help assure an 
adequate supply of trained scientists in the future, I again urge that 
the Congress enact legislation creating a National Science Foundation 
in a form which does not contain the basic administrative defects of 
the bill passed by the Eightieth Congress. This Budget includes 
tentative estimates of 2.5 million dollars of appropriations and, in 
addition, 12.5 million dollars of contract authority to enable the 
Foundation to establish its organization and initiate its program 
during the fiscal year 1950. 

AGRICULTURE AND AGRICULTURAL RESOURCES 

Federal programs for agriculture include a wide variety of services, 
grants, loans, and other payments designed to promote the conserva-
tion and development of agricultural resources and to improve the 
efficiency of farm production. They include financial and other 
assistance aimed to assure reasonable stability in farm income. Fi-
nally, they include special aids to farmers whose farm resources are 
limited in order to give them an opportunity to improve their economic 
status. The common objective is to promote adjustments within 
the farm economy and between it and other parts of the national 
economy which will enable agriculture to contribute its part to the 
economic development of the Nation as a whole and assure farmers a 
fair share in the fruits of that development. 

The calendar year 1948 was another year of high prosperity for 
American agriculture. Because of the high level of national income 
and the continuing need abroad for American food and fiber, cash 
receipts from farm marketings totaled approximately 30.8 billion dol-
lars—slightly larger than the 30.2 billion dollars in 1947. With rising 
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production costs, however, net farm income declined for the first time 
in 10 years—from 17.8 billion dollars in 1947 to an estimated 17.2 billion 
dollars in 1948. This compares with 6.4 billion dollars in 1941. 

The ratio of prices received by farmers to prices paid has gradually 
declined from the peak of 133 in October 1946 to 109 in December 
1948. A continuation of the downward trend in this ratio will mean 
smaller net incomes for farmers in 1949 and 1950, an adjustment from 
the high levels of the immediate postwar years. This adjustment, 
prevented from becoming excessive by the operation of price supports, 
will contribute to over-all stabilization of the economy and to a low-
ering of the cost of living. 

AGRICULTURE AND AGRICULTURAL RESOURCES 

[Fiscal years. In millions] 

Program or agency 

Expenditures 

1948 
actual 

1949 
estimated 

1950 
estimated 

1950 

Net new 
appropri-

ations 

Other 
authoriza-

tions 

Loan and investment programs: 
Department of Agriculture: 

Commodity Credit Corporation, 
Grain storage facilities (pro-

posed legislation) 
Farmers Home Administration 
Rural Electrification Administra-

tion, net. 
Other corporate transactions 

Other agencies 
Other financial aids: 

Department of Agriculture: 
Conservation and use 
Exportation and domestic con-

sumption 
Sugar Act 
International Wheat Agreement 

(proposed legislation). 
Other agencies 

Agricultural land and water resources: 
Present legislation 
Flood control—Missouri Basin (pro-

posed legislation) 
Other development and improvement of 

agriculture-. 

Total-

-$200 

61 

239 
- 6 7 

2 

236 

- 3 

48 

147 

575 

$866 

122 

283 
- 6 3 

0) 

227 

(0 
59 

1 
153 

1,805 

$538 

25 
116 

330 
- 1 4 

2 

274 

0) 
61 

4 

151 

1,662 

$115 

290 

0) 

60 

149 

745 

$350 

350 

1 Less than one-half million dollars. 

The principal factor causing the fluctuation in total agricultural ex-
penditures is the volume of price support outlays by the Commodity 
Credit Corporation. This program largely accounts for the estimated 
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increase of 1,230 million dollars in expenditures from the fiscal year 
1948 to 1949, and the decrease of 143 million dollars from 1949 to 1950. 
Apart from price support outlays, expenditures in 1950 for agriculture 
and agricultural resources are expected to be larger than in 1949 
because of the higher level of loan disbursements for rural electrifica-
tion, larger outlays to encourage conservation of agricultural land 
resources, smaller net repayments on loans made by the Federal Farm 
Mortgage Corporation, and the proposed International Wheat Agree-
ment. 

Price support.—Net outlays of the Commodity Credit Corporation 
are estimated to be 866 million dollars in 1949 and 538 million dollars 
in 1950 as compared with net receipts of 200 million dollars in 1948. 
Because of the very large production of wheat, corn, and cotton in the 
1948 crop year, market prices of these commodities have declined to 
support levels, resulting in loan outlays or the acquisition of consider-
able stocks in the current fiscal year. Price support expenditures are 
expected also to be large on potatoes, eggs, and flaxseed. 

For the 1949 crop year, production of cotton, wheat, and corn will 
probably again exceed anticipated domestic and export requirements, 
even assuming lower yields per acre than in 1948. If 1949 production 
should equal the magnitude of the 1948 crops, expenditures of the 
Commodity Credit Corporation would be considerably larger in the 
fiscal year 1950 than now estimated. 

As I said a year ago, price supports should be regarded "chiefly as 
devices to safeguard farmers against forced selling under unfavorable 
conditions and economic depression." Their purpose is| to bring an 
element of stability into agriculture. At the same time, they should 
not place excessive burdens on the Treasury and taxpayers or inhibit 
shifts in production needed to meet peacetime demands and to promote 
adequate conservation of our soil resources. The postwar revisions 
in the price support programs, which take effect largely in the fiscal 
year 1951, need certain amendments to make the price support mech-
anism and the quota provisions more workable. 

Two major defects were noted at the time I signed the bill granting 
a Federal charter to the Commodity Credit Corporation. The first, 
the restriction on the Corporation's authority to acquire storage 
facilities, has prevented the Government from fulfilling its obliga-
tions under the price support program. The second, the provisions 
removing the Corporation from the direct supervision of the Secre-
tary of Agriculture, divide responsibility and make more difficult 
the sound administration of our agricultural program. I recommend 
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that the charter of the Commodity Credit Corporation be amended 
to correct these deficiencies. 

Rural electrification.—Despite the extreme shortages of materials 
and electrical equipment since the war, the rural electrification pro-
gram has made notable progress. The percentage of total farms 
electrified has risen from 48 percent on June 30, 1945, to over 68 per-
cent on June 30, 1948. With the carry-over of approximately 120 
million dollars from prior-year loan authorizations of the Rural 
Electrification Administration, I recommend that the new loan 
authorization be reduced from 400 million dollars to 350 million dollars 
in 1950. New loan advances to rural cooperatives are estimated to 
be 360 million dollars in the fiscal year 1950 compared with 310 million 
dollars in 1949. With the rising percentage of total farms electrified, 
Rural Electrification Administration loans may be expected to level 
off in 1951 and decline in later years. 

Conservation.—The long-run well-being of both the farmer and the 
Nation depends on the preservation of our soil resources. To accom-
plish this objective, the Soil Conservation Service provides technical 
advice and services to farmers. The ultimate goal as it affects the 
farmer is a plan of management for his farm which will insure both 
sustained full production and preservation of the soil. The Federal 
Government also makes payments to farmers to encourage desirable 
conservation practices. Expenditures for this program are estimated 
to increase from 227 million dollars in the fiscal year 1949 to 274 
million dollars in 1950. For the 1950 crop-year conservation program 
(to be reflected in expenditures in the fiscal year 1951), I recommend 
planning for a 262.5-million-dollar program to include the cost of 
administering any acreage allotments or marketing quotas which 
may be adopted as well as payments to farmers and related adminis-
trative expenses. 

A flood control survey report covering the watershed of the 
Missouri will soon be presented to the Congress. If this report is 
approved by the Congress, a 1949 supplemental appropriation of 
approximately 5 million dollars will be required to initiate needed 
land-use changes and the construction of terraces and other structures 
to retard water flow and soil erosion on the lands in the Missouri 
Basin. These operations are essential supplements to the flood control 
works of the Corps of Engineers on the downstream channels. Larger 
appropriations will be required in the years following 1950. 

Wheat Agreement.—If the International Wheat Agreement is suc-
cessfully renegotiated, I shall recommend its ratification and the 
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enactment of the necessary legislation to fulfill its provisions. Under 
this proposal, the principal exporting and importing countries would 
guarantee over a period of years an annual trade of a large volume 
of wheat within an agreed-upon price range. Thus, the Agreement 
would provide an orderly solution of some of the problems of inter-
national trade over the next few years without the demoralizing effect 
of unilateral action by governments acting independently. Approxi-
mately 56 million dollars is allowed in this Budget to cover the prob-
able loss to the Commodity Credit Corporation in bridging the gap 
between the price of wheat for the farmer under the price support 
program and the price at which wheat is made available to foreign 
purchasers under the Agreement. Costs are expected to be less in 
later years and will be more than balanced by benefits to farmers and 
to the Nation in terms of greater stabilization of world trade. 

Regional Agricultural Credit Corporation.—In order to simplify 
the Government-lending operations which assist agriculture, I recom-
mend that the Regional Agricultural Credit Corporation be abolished, 
and that its functions and the capital stock revolving fund be trans-
ferred to the Secretary of Agriculture. Under this proposed change 
the Secretary could direct existing farm credit agencies to draw upon 
the revolving fund to extend emergency credit to farmers in the event 
of floods, droughts, or other natural disasters. 

NATURAL RESOURCES 

The Federal Government has far-reaching responsibilities for the 
conservation and development of our natural resources. It must 
necessarily assume responsibility for the development of atomic 
energy; it must assure the proper utilization of its extensive land 
holdings which contain valuable forest, grazing, mineral, water, fish, 
wildlife, and recreational resources; it must provide for the improve-
ment of such public resources as the major streams of the country. 
In addition, the Government must foster reasonable standards of 
conservation and development of resources in private ownership in 
the interest of the national welfare. We should reappraise our plans 
for using and conserving our resources in the light of the marked 
changes that have occurred during and since the war. 

In this Budget, programs are being restricted to the lowest level 
consistent with the heavy demands on our natural resources for both 
civilian and national defense requirements. The estimated expend-
itures give particular consideration to the serious needs for electric 
power in certain areas and for critical minerals. They also allow 
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for work made urgent by repeated postponements during and since 
the war. 

Expenditures for the Government's natural resources programs in 
the fiscal year 1950 are estimated at 1,861 million dollars, an increase 
of 245 million dollars over 1949. The largest expenditures, 725 million 
dollars, will be made by the Atomic Energy Commission. Other large 
expenditures include 481 million dollars for flood control by the Corps 
of Engineers and 344 million dollars by the Bureau of Reclamation for 
development of water resources in the West. These activities repre-
sent more than four-fifths of the total estimated expenditures in 1950 
and largely account for the increase over 1949. 

NATURAL RESOURCES 

[Fiscal years. In millions] 

Program or agency 

Expenditures 

1948 
actual 

1949 
estimated 

1950 
estimated 

1950 

Net new 
appropria-

tions 

Atomic energy: 
Atomic Energy Commission 
Other agencies. 

Land and water resources: 
Corps of Engineers (Army, civil func-

tions) 
Bureau of Reclamation (Interior) 

Rehabilitation and betterment 
projects (proposed legislation)... 

Bonneville Power Administration and 
southwestern power transmission 

. system (Interior) 
Other Interior 
Tennessee Valley Authority.. 
Department of State and other 

Forest resources: 
Forest Service and other (Agriculture). 
Department of the Interior... 

Mineral resources: 
Bureau of Mines and other (Interior) _ _. 
Department of the Navy and other— 
Commercial production of synthetic 

fuels (proposed legislation) 
Incentive payments for exploration 

and development of minerals (pro-
posed legislation, Interior). 

General resource surveys (Interior) 
Fish and wildlife resources (Interior and 

other) 
Recreational use of resources (Interior) 

$466 
9 

246 
175 

10 

Total.. 1,091 

$632 
2 

442 
282 

14 

1,616 

$725 
0) 

481 
340 

5 
17 

24 
26 

1,861 

$365 

505 
380 

81,549 

1 Less than one-half million dollars. 
s In addition, this Budget includes 391 million dollars of appropriations recommended to liquidate prior 

year contract authorizations. 

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

1950



MlO MESSAGE OF THE PRESIDENT 

New obligational authority recommended in 1950 consists of 1,549 
million dollars in net new appropriations and 482 million dollars in 
contract and loan authorizations, of which 427 million dollars is in 
contract authorizations for the Atomic Energy Commission. Appro-
priations required- to liquidate prior-year contract authorizations 
amount to 391 million dollars. 

Atomic energy.—To an increasing extent our national welfare and 
security are linked to our atomic energy program. We must continue 
to add to our knowledge of this resource and move ahead with practical 
development. Special emphasis is given to the development of 
nuclear reactors as an eventual means for converting atomic energy 
into electricity and into power for propulsion of ships and airplanes. 

The 1950 Budget provides increased funds for the production of 
fissionable materials and the development of the science and tech-
nology of atomic energy. The present high costs of rapidly accom-
plishing these purposes must be balanced against the ultimate and far 
greater costs of failure to move ahead vigorously in this field. 

Land and water resources.—Present high costs of construction and 
large competitive demands from various sectors of the economy make 
it necessary to undertake new river basin projects only where urgency 
is evident. More than 90 percent of the recommended expenditures 
for river basin development in the fiscal year 1950 is to continue work 
started in prior years. Despite this restriction, Federal outlays for 
these resources will be about 1 billion dollars in 1950. 

In view of the magnitude of the investment in these resources and 
its economic effects, there should be careful surveillance of the pro-
grams in order to prevent waste and assure sound development. We 
should apply the lessons of our Tennessee Valley experience without 
delay wherever they offer promise of improvement. 

An essential first step for the flood control, reclamation, and other 
development activities is an expansion by the Geological Survey of its 
water resource investigations and topographic surveys. 

The flood control program of the Corps of Engineers, involving the 
construction of major storage reservoirs, channels, and levees, will be 
limited in the fiscal year 1950 almost entirely to continuation of work 
on projects started in prior years. Particular emphasis is now given 
to the Mississippi River Basin but major projects are under construc-
tion in river basins on the Atlantic seaboard and Gulf coast, the Cen-
tral Valley and Los Angeles areas in California, and the Columbia 
Basin. 

The program of the Bureau of Reclamation is going forward on 
major projects in the Central Valley of California, the Columbia 
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Basin, the Colorado River area, and the Missouri Basin. Because 
of the great increase in the estimated cost of the Missouri Basin de-
velopment, the present plan should be reexamined to determine 
needed changes. 

The anticipated shortage of power in some areas of the country 
makes it urgent that we move forward at a faster rate on certain of the 
Federal hydroelectric power projects in order to obtain benefits as 
early as feasible. Two large projects to be constructed by the Corps 
of Engineers are recommended for initiation in the Columbia Basin in 
the fiscal year 1950, in order to meet increasing power demands. 

The Tennessee Valley, where the Government has broad responsi-
bilities for power supply, faces a power shortage in the near future. 
Expansion of Tennessee Valley Authority's generating capacity is 
vital not only for the growing normal power demands, but also for the 
expanding needs of the atomic energy program. I recommend an 
immediate appropriation for 1949 to initiate construction of a steam 
plant to permit more effective utilization of the hydroelectric power 
resources of the area, and additional funds for 1950 to expedite progress 
on the project. 

Construction by the Government of transmission and distribution 
facilities is essential in some areas for marketing the power from Gov-
ernment projects in compliance with law, which gives priority to public 
agencies and cooperatives. Funds have been recommended in the 
Budget for this purpose. 

The Federal lands administered by the Bureau of Land Management 
contain resources that are both large and diverse in character. A 
large portion of these lands is in the grazing districts of the West and is 
an important part of the livestock economy of that area. The Bureau's 
administration of mineral resources includes not only the resources 
on the public lands, but also those on several million acres of land 
where surface rights have passed into private ownership. Aggregate 
receipts from these Federal land resources greatly exceed the costs of 
administration. 

Mineral resources.—Two World Wars as well as subsequent needs for 
world recovery have drawn heavily on our mineral resources. The 
Federal Government has a responsibility for assuring the adequacy 
of these resources through intensive surveys, investigations, and 
exploration; fundamental research; and sound conservation practices. 
Funds recommended for the Bureau of Mines and some activities of 
the Geological Survey are directed to these purposes. In addition, I 
recommend legislation which will authorize incentive payments for the 
exploration and development of strategic and critical minerals. 

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

1950



MlO MESSAGE OF THE PRESIDENT 

The country must face squarely the fact that a major portion of its 
rapidly increasing energy requirements is being met by oil and gas, 
which constitute only a small portion of our energy reserve. The 
prospects are that we shall become increasingly dependent on foreign 
sources of oil unless appropriate action is taken. I recommend legis-
lation to provide for proper conservation and planned use of the oil 
reserves under the sea which are vested in the Federal Government. 
The Federal Government should take steps also to encourage com-
mercial production of synthetic liquid fuels from our abundant re-
serves of coal, lignite, and oil shale. I recommend legislation to au-
thorize the Government to provide financial assistance for this pur-
pose. 

Other resource programs.—Programs for the development of our 
forest, fish, and wildlife resources will be at about the same level in 
1950 as in 1949. The increase in expenditures for forest resource 
development is explained by the inclusion in this function of forest 
development roads, previously classified with forest highways under 
the transportation function. An increase is recommended for the 
operation and improvement of the national parks. This increase is 
in recognition of the problems created by severe curtailment of up-
keep in recent years, and the increased use of the parks as indicated 
by a trebling of the number of visitors since the close of the war. 

Alaskan resources.—In my Message to the Congress in May 1948, I 
stressed the need for certain immediate actions to aid in the develop-
ment of Alaskan resources. I recommend in this Budget funds for 
housing, community facilities, and transportation in this important 
area. In addition, the Budget includes increased expenditures for 
the investigation and development of Alaskan timber, water, land, 
mineral, fish, and wildlife resources. 

TRANSPORTATION AND COMMUNICATION 

The Federal Government has a major responsibility in the develop-
ment and regulation of the vital transportation and communication 
industries. The Government has, at various times, provided direct or 
indirect assistance to most segments of these industries. It must con-
tinue to do so where necessary. The ultimate objective of such assist-
ance is the balanced development of these industries, to the end that 
they can eventually provide all necessary services at the minimum cost 
to the immediate user and to the taxpayer. 

A major part of the Federal expenditures for transportation and 
communication are for basic facilities such as highways, airports, 
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waterway improvements, and navigation aids. As postwar programs 
have developed, expenditures for such facilities have increased consid-
erably in recent years. By fiscal year 1950, most of these programs 
will reach a level which is likely to be sustained with relatively little 
change in the near future. 

While expenditures for these programs will increase between fiscal 
years 1949 and 1950, total expenditures for transportation and com-
munication are estimated to decline from 1.8 billion dollars in fiscal 
year 1949 to 1.6 billion dollars in 1950. This decline results from an 
estimated reduction in the postal deficit, in line with my recommenda-
tion for postal rate revisions. 

Postal service.—The postal deficit for fiscal year 1950, on the basis 
of current postal rates, would be more than 400 million dollars. A 
deficit of this size is unsound; it imposes upon the general taxpayer a 
financial burden which should properly be borne by the users of the 
service. 

Large postal deficits are resulting from a record volume of postal 
business, most of which is carried at rates which do not cover handling 
costs. The low rates for parcel post have led to substantial diversion 
of express traffic from common carriers, with the result that the Post 
Office Department is now receiving a volume and type of parcel 
business which it cannot efficiently handle with existing facilities. 
Present rates for second and third class mail are so low that they 
make only a small contribution to the costs of handling such mail. 
While the national interest in disseminating information justifies 
some preferential treatment for periodicals and other second class 
matter, there is no sound basis for the extremely low rates now in 
effect. 

In the last 2 years, I have recommended that the Congress raise 
postal rates to bring them more nearly into line with the increased 
costs of postal operations. A partial revision in rates was effected 
by the Eightieth Congress, but this did not offset the cost of the postal 
pay raise which was concurrently enacted. I therefore strongly urge 
again that the Congress enact at once an adequate revision of the 
postal rate structure. I have asked the Postmaster General to 
submit his recommendations for rate revisions sufficient to reduce the 
deficit to a reasonable level. The added revenue from such revisions, 
estimated at 250 million dollars for the fiscal year 1950, is shown in 
the Budget under proposed legislation. The remaining deficit would 
represent largely the costs of Government penalty mail, franked mail, 
air-line subsidies, and other costs not properly chargeable to the 
users of the postal service. Aside from such costs, postal operations 

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

1950



MlO MESSAGE OF THE PRESIDENT 

should be conducted on a self-sufficient basis, with rates maintained 
at a level adequate to accomplish that objective. 

TRANSPORTATION AND COMMUNICATION 

[Fiscal years. In millions] 

Program or agency 

Expenditures 

1948 
actual 

1949 
estimated 

1950 
estimated 

1950 

Net new 
appropri-

ations 

Promotion of aviation: 
Civil Aeronautics Administration 

(Commerce) 
National Advisory Committee for 

Aeronautics 
Promotion of the merchant marine: 

Maritime Commission 
Inland Waterways Corporation (Com-

merce) : 
Present programs 
Proposed legislation 

Provision of navigation aids and facilities: 
Panama Canal (Army, civil func-

tions) 
Corps of Engineers (Army, civil 

functions): 
Present programs 
Proposed St. Lawrence seaway 

and power project 
Coast Guard (Treasury) 
Department of the Interior 

Provision of highways: 
Public Roads Administration (Fed-

eral Works Agency) 
Forest roads and trails (Agriculture) — 
Alaska and Indian roads (Interior) 

Regulation of transportation (Interstate 
Commerce Commission and Civil Aero-
nautics Board) 

Other services to transportation: 
Reconstruction Finance Corporation.. 
Coast and Geodetic Survey (Com-

merce) 
Alaska Railroad (Interior) 

Postal service deficit (Post Office): 
Present programs 
Proposed legislation 

Regulation of communication (Federal 
Communications Commission) 

Alaska communications system: 
Present programs 
Proposed legislation 

183 

114 

106 
(9 

331 
18 
7 

15 

- 1 

304 

$150 

44 

152 

20 

168 

141 
1 

444 
26 
19 

15 

- 4 

527 

60 

182 

16 

148 
1 

501 
3 

28 

402 
-250 

$127 

56 

90 

15 

229 

20 
150 

15 

404 
-250 

Total- 1, 267 1,757 2 945 

1 Less than one-half million dollars. 
2 In addition, this Budget includes 495 million dollars of appropriations recommended to liquidate prior-

year contract authorizations. 
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Aviation.—Commercial aviation, the newest of our transportation 
industries, is still in a stage of development that requires subsidy-
assistance. The program of the Civil Aeronautics Administration 
for modernizing the Nation's airways will assist the air lines in achiev-
ing greater safety and regularity, higher load factors, and thus even-
tually in reducing their dependence upon Federal financial aid. This 
program includes principally the installation of landing aids at major 
airports, and of new airway facilities to permit greater precision and 
flexibility in air navigation. The present transitional program, utiliz-
ing types of equipment currently available, is now getting fully under 
way, and the 1950 Budget recommendation contemplates its com-
pletion within a few years. Research and development work required 
for a longer-range program will be actively started in the fiscal year 
1950, looking toward a complete all-weather air navigation system 
within a period of about 15 years. 

New obligational authority for the Federal aid airport construction 
program is held to 40 million dollars in this Budget. Within these 
funds, primary emphasis will be placed upon the construction and 
improvement of large airports which are required for commercial air 
transport, and which would also have potential national defense 
importance. 

The basic aeronautical research conducted by the National Advisory 
Committee for Aeronautics is essential for the design and develop-
ment of improved aircraft, both military and civilian. The 1950 
Budget provides for new facilities, and increased use of existing 
facilities, primarily for research upon military aircraft requirements. 

Water transportation.—Promotion of the merchant marine, through 
Maritime Commission construction and operating subsidies, will 
require some increase in expenditures in the fiscal year 1950. The 
Budget recommendations provide for the construction of new vessels 
related to the national defense. With minor exceptions, contracts for 
sale of these vessels to private operators will be required before con-
struction is begun. Within recent months, the Commission has let 
contracts for the construction of five passenger-cargo vessels, and 
has received bids on the construction of a large, high-speed passenger 
liner. Construction activity on these and other merchant vessels will 
increase Maritime Commission shipbuilding expenditures from 26 
million dollars in fiscal year 1949 to 121 million dollars in fiscal year 
1950. 

By the end of the fiscal year 1949, the Maritime Commission expects 
to have determined the postwar operating subsidy rates for all essential 
trade routes. Subsidy expenditures will therefore be on a full-year 
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basis in fiscal year 1950, and are estimated at 22 million dollars, 
more than twice the 1949 level. The substantial increases in con-
struction and operating subsidy programs will be largely offset by 
declines in other Maritime Commission expenditures, particularly 
those for vessel operation and for liquidation of prior-year obligations. 

The activities of the Coast Guard in maintaining rescue stations, 
enforcing maritime laws, and operating navigational aids, are of 
primary importance to safety at sea of both air and surface transporta-
tion. These programs are expected to cost 148 million dollars in 
fiscal year 1950. This is slightly higher than in 1949 as a result of 
the full-year operation of ocean weather stations and a higher level of 
maintenance of other Coast Guard facilities. 

River and harbor improvement by the Corps of Engineers is held 
in the 1950 Budget to the minimum required for navigation and related 
purposes. Most of the 1950 program will represent work on existing 
projects. Only 12 new projects, of high urgency, are proposed to be 
started in 1950. 

I again urge the Congress to give early approval to the St. Lawrence 
waterway and power project. The navigational aspects of this 
project have recently assumed an increased importance as a result of 
the prospects for developing high-grade iron ore deposits in Labrador. 
As our domestic deposits become depleted, the proposed seaway will 
become an important link between our steel industry and this new 
potential source of ore. Furthermore, this dual-purpose project is 
needed as a source of low-cost power. 

The Inland Waterways Corporation, which helps bring the advan-
tages of water transportation to shippers, large and small, urgently 
needs additional capital to modernize its equipment. Such rehabili-
tation should enable the Corporation to demonstrate the prospects for 
profitable operation of its services, and permit the sale of the Corpo-
ration to a private operator at terms which would safeguard the inter-
ests of both the Government and the users of the service. I recom-
mend that the Congress authorize the additional capital funds needed. 

Highways.—Federal grants-in-aid for road construction have been 
increasing substantially in recent years, and in fiscal year 1950 will 
be close to the level authorized in existing legislation. Even with this 
high level of Federal aid, our highways are not being improved as fast 
as they wear out, nor are they being modernized to the extent required 
by postwar traffic conditions. Nevertheless, present high costs and 
the limited capacity of the construction industry make it undesirable 
for expenditures in the fiscal year 1950 to exceed the estimated level of 
501 million dollars. 

S00000—49 VI 
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Federal regulation.—Although most of the expenditures in this 
function are accounted for by the services, facilities, and subsidies 
discussed above, a highly important Federal responsibility is exercised 
by the regulatory agencies in this field. The regulation of rates and 
other aspects of transportation, and communication services help to 
assure that the public interest will be adequately and efficiently 
served. The general economic adjustments within the past few 
years have substantially increased the normal work loads of these 
agencies. The Civil Aeronautics Board and the Federal Communica-
tions Commission in particular have been faced with major techno-
logical and economic developments within their expanding fields. 
Despite these increased problems, the present budgetary situation 
makes it desirable to hold these agencies to essentially their present 
levels. 

Appropriations and other authorizations—Summary — To carry out 
the above programs, I am recommending 1,593 million dollars in 
new obligational authority. Of this amount, 648 million dollars 
represent new contract authorizations, and 945 million dollars rep-
resent net new appropriations. Excluded from the total of new 
obligational authority are additional appropriations of 495 million 
dollars which will be required for the liquidation of prior-year contract 
authorizations. 

FINANCE, COMMERCE, AND INDUSTRY 

Except in times of war or other emergency, the Federal Govern-
ment's finance, commerce, and industry programs are limited in the 
main to enforcing effective competition and to providing a wide 
variety of financial and nonfinancial aids to private industry. The 
principal agencies administering these programs are the Department 
of Commerce, Reconstruction Finance Corporation, and the various 
business regulatory agencies. I have already discussed the more 
specialized regulation and promotion of particular industries such as 
transportation and communication. 

Total expenditures for finance, commerce, and industry programs 
are estimated at 107 million dollars in 1950, or slightly above the 
1949 level. To carry out these programs, I am including in the Budget 
appropriations of 82 million dollars for fiscal year 1950, including 
tentative estimates of 44 million dollars for extension of existing 
stabilization activities and for new controls under the proposed 
stand-by authority. Supplemental appropriations of 24 million dollars 
will also be required for the current fiscal year, chiefly for stabilization 
activities and for completion of the Census of Business. 
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FINANCE, COMMERCE, AND INDUSTRY 

[Fiscal years. In millions] 

Program or agency 

Expenditures 

1948 
actual 

1949 
estimated 

1950 
estimated 

1950 
net new 
appro-

priations 

Promotion and regulation of business: 
Stabilization program: 

Housing Expediter—rent control and veterans' 
priorities: 

Present programs 
Proposed legislation 

Department of Commerce: 
Present programs 
Proposed legislation 

Department of Agriculture. 
Treasury Department 
Proposed stabilization legislation 

Continuing programs: 
Antimonopoly program (Federal Trade Com-

mission, Justice) 
Other regulatory agencies 
Department of Commerce 

Business loans and guarantees (Reconstruction Finance 
Corporation): 

National defense loans 
Other loans to business 

Aids to private financial institutions (Reconstruction 
Finance Corporation) 

War damage insurance (War Damage Corporation).... 
Control of private finance (Securities Exchange Com-

mission) 

$19 

—5 
35 

$18 
5 

- 1 9 
54 

- 1 0 

Total. 102 

13 

37 

-9 
1 

107 

$24 

15 

7 
7 

18 

82 

Stabilization program.—The major economic problem facing our 
country is to prevent further inflation and to move on into a stable 
economic situation without an intervening recession. To provide the 
necessary legislative authority, I recommend extending and strength-
ening the existing statutes covering rent, export and transportation 
controls, materials allocations, control of consumer credit, and bank-
reserve requirements. In addition, I am recommending new authority 
for stand-by price and wage controls and for the allocation of a broader 
list of commodities, for use if voluntary measures prove inadequate, 
and for studies of the need for expanding productive capacity in 
shortage industries. Budget expenditures for this stabilization pro-
gram are estimated at 41 million dollars in 1950. 

Antimonopoly program.—A strong antimonopoly program is essential 
for the preservation of our free enterprise institutions. It can also 
provide immediate assistance in the present effort to restrain inflation. 
By concentrating enforcement activities in major consumer commod-
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ities, conspiracies responsible for high prices can be broken and the 
cost of living reduced. 

A substantial increase in funds for the Federal Trade Commission 
and the Department of Justice has been made available for the current 
fiscal year. I am recommending a small further increase in 1950, 
which will permit more adequate investigation of the extent of mo-
nopoly and monopolistic practices. 

Business loans.—To restrain inflationary credit expansion, general 
loans to business in 1950 by the Reconstruction Finance Corporation 
will be held to approximately the 1948 level. A somewhat higher 
level is estimated for 1949 owing to substantial authorizations early in 
the fiscal year. 

Collections on national defense loans and holdings of preferred 
stock in financial institutions continue but at a declining rate, as 
liquidation of these large depression and wartime programs is now 
nearing completion. 

LABOR 

In our free enterprise system the conditions of employment of the 
labor force of more than 63 million persons are primarily matters for 
the joint determination of labor and management. The role of the 
Federal Government is to assure that acceptable minimum standards 
of wages and working conditions are maintained and that both indi-
vidual workers and organized groups of working people have a fair 
opportunity to improve their economic status. The Federal Govern-
ment also promotes apprenticeship training and collects and publishes 
labor statistics and related information which are used widely by 
business, labor, and the general public. For the fiscal year 1950, the 
Government's labor programs will require Budget expenditures of 187 
million dollars, approximately 3 million dollars more than in 1949. 

The Labor Department should be substantially strengthened 
through reorganization to bring together the units which properly 
belong in it. Toward this end I shall recommend certain organiza-
tional changes essential for more effective administration of the Gov-
ernment's labor program. 

Mediation services and regulation of employment conditions.—In my 
Message on the State of the Union I have already recommended 
urgently needed legislative action to provide fair laws under which 
management and labor can develop more fully the opportunities for 
cooperative production that collective bargaining affords. I have also 
recommended that the Congress promptly amend existing laws in 
order to establish up-to-date minimum standards for wages. 
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LABOR 

[Fiscal years. In millions] 

Program or agency 

Expenditures 

1948 
actual 

1949 
estimated 

1950 
estimated 

1950 
net new 
appro-

priations 

Mediation services and regulation of employment con-
ditions: 

Department of Labor: 
Present programs 
Industrial safety program (proposed legislation). 

National Labor Relations Board 
Federal Mediation and Conciliation Service 
National Commission Against Discrimination in 

Employment (proposed legislation) 
Other... 

Labor information, statistics, and general administra-
tion: 

Department of Labor 
Placement services and unemployment compensation 

activities: 
Federal Security Agency 
Railroad Retirement Board 
Department of Labor 

Training of workers: 
Department of Labor -

Total . 

137 
15 

184 

140 
11 

187 

139 
11 

187 

NOTE.—The Federal-State system of unemployment compensation and the Federal system of railroad 
unemployment insurance, formerly classified in Social welfare, health, and security, are now included in 
Labor. 

This Budget includes tentative estimates to carry out the legislation 
which I have proposed to authorize grants to the States to foster safer 
working conditions, and to authorize establishment of a national 
commission against discrimination in employment. 

Labor information and statistics.—For programs now authorized in 
the Department of Labor, I am recommending increases to restore 
the facilities of the Department to meet more adequately the increas-
ing needs for current information on employment, hours and earnings, 
consumer prices, and other subjects. 

Placement services and unemployment compensation administration.— 
Public employment services and administration of unemployment in-
surance will require approximately 150 million dollars or about 80 
percent of all expenditures for labor programs. Except for 11 mil-
lion dollars for the Railroad Unemployment Insurance program, these 
funds are expended principally through grants to States. 

Provision has been made, in the reserve for contingencies, for any 
added costs which may arise because of future statutory increases in 

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

1950



MlO 
MESSAGE OF THE PRESIDENT 

State salary rates or because of unexpected increases in State work-
load. 

Trust accounts.—Total unemployment benefit payments are rising 
above the 1948 level, in large part because of increased labor turn-
over, the return of prewar seasonal patterns and because many 
insured workers have exhausted their claims to veterans' unemploy-
ment allowances from the Federal Government and collect State 
benefits when unemployed. Growth of the labor force and liberal-
ization of State laws are also factors. Receipts are below the 1948 
level because of changes in the law relating to railroad unemployment. 

My proposal to strengthen the unemployment compensation system 
contemplates that coverage will be extended to workers in small 
establishments, Federal employees, and other workers not now insured. 
It contemplates that in some States the level of benefits will be raised 
and their duration extended. 

UNEMPLOYMENT TRUST FUND 

(Trust accounts) 
[Fiscal years. In millions] 

Item 1948 
actual 

1949 
estimated 

1950 
estimated 

Receipts: 
Deposits by States and railroad unemployment taxes 
Interest 

$1,148 
165 

$991 
181 

$1,017 
185 

230 

1,020 
150 

Proposed legislation extending coverage and improving 
benefits 

$1,148 
165 

$991 
181 

$1,017 
185 

230 

1,020 
150 

Payments (deduct): 
State and railroad unemployment withdrawals 
Proposed legislation 

856 963 

$1,017 
185 

230 

1,020 
150 

Net accumulation 

$1,017 
185 

230 

1,020 
150 

Net accumulation 457 209 262 457 209 262 

G E N E R A L G O V E R N M E N T 

Under "general government" are grouped not only the general 
management activities of the Government but also legislative and 
judicial functions, citizenship services, and government of the 
territories. Most of the expenditures in this category are for collecting 
the internal revenue, interest on refunds of receipts, the Govern-
ment contribution to the Federal employees' retirement system, 
property supply and disposal, and the maintenance and operation 
of public buildings. The Weather Bureau also is included under 
general government, because its activities relate to several major 
functions of the Government. Similarly, the general expenditures of 
a few departmental offices are classified in this category. 
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GENERAL GOVERNMENT 

[Fiscal years. In millions] 

Program or agency 

Legislative functions. 
Judicial functions 
Executive direction and management 
Surplus property disposal, foreign and 

domestic: 
Present disposal programs (mainly 

War Assets Administration) 
Proposed legislation 
Deposits and transfers of receipts, for-

eign sales (Army, clearing account).. 
Federal financial management: 

Bureau of Internal Revenue 
Other Treasury bureaus.. 
General Accounting Office 
Other 

Interest on refunds of receipts 
Government payment toward civilian em-

ployees' general retirement system 
Federal Works Agency (mainly Public 

Buildings Administration): 
Present programs 
Office building (proposed legislation).. 

Reconstruction Finance Corporation: 
Payment of interest to miscellaneous 

receipts 
Other 

Cemeteries and return of war dead (Army). 
Other: 

Present programs 
Salary increases for heads and assistant 

heads of agencies (proposed legisla-
tion) 

National Capital Sesquicentennial 
Commission (proposed legislation)... 

Special fund for management improve-
ment (proposed legislation) 

Total-

Expenditures 

1948 
actual 

312 

96 

185 
194 
34 
3 

57 

244 

- 3 9 
87 

115 

1, 504 

1949 
estimated 

$37 
20 
7 

118 
13 

150 
36 

5 
82 

224 

78 

1 
- 2 6 

73 

150 

0) 

1,187 

1950 
estimated 

233 
133 
37 
5 

82 

328 

14 
- 2 5 

30 

168 

2 

1 
1 

1, 224 

1950 

Net new 
appropria-

Other 
authoriza-

tions 

$35 
21 

233 
136 
37 
1 

82 

328 

74 
7 

6 

169 $7 

21,160 

1 Less than one-half million dollars. 
2 In addition, this Budget includes 26 million dollars of appropriations recommended to liquidate prior 

year contract authorizations. 

Total expenditures for general government functions have declined 
from a peak in the fiscal year 1948 and are now leveling off at about 
1.2 billion dollars. Although the biggest reductions in war-liquidation 
programs have already occurred, further reductions are expected. 
Some increases, however, are estimated in the expenditures for per-
manent programs and services, particularly, in 1950 for tax collections 
and the employees' retirement system. Total new authorizations 
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requested for general government activities for the fiscal year 1950 
are 57 million dollars less than estimated expenditures. I am post-
poning requests for contract authority for a general public buildings 
program and requesting only 7 million dollars in contract authority 
for other construction. 

Property management.—Last year I submitted to the Congress pro-
posals for a comprehensive property management program for the 
Federal Government. The Congress took action to repeal certain of 
the provisions of the temporary legislation for surplus property dis-
posal and to provide for termination of the War Assets Administra-
tion February 28, 1949, but it failed to complete action on permanent 
property management legislation. Such legislation is urgently needed 
to achieve economies by modernizing the Government's supply and 
disposal systems. This legislation should designate a single property 
management agency. The remaining functions of the War Assets 
Administration should be transferred directly to this agency. 

At the end of February, the "War Assets Administration will have 
residual inventories of surplus property amounting to more than 2.5 
billion dollars in terms of original cost. I am recommending a supple-
mental appropriation of 15 million dollars for the fiscal year 1949 and 
21 million dollars for the fiscal year 1950 on the assumption that a 
single property management agency will be made responsible for these 
disposal activities upon dissolution of the War Assets Administration. 

Revenue collection.—The operations of the Bureau of Internal 
Revenue have been extensively reviewed by the Congress and also 
by a special management committee appointed by the Secretary of 
the Treasury. As a result the Bureau is currently engaged in de-
centralizing its administration, improving office procedures, expanding 
its enforcement staff, and training its personnel to do a better job. 
In addition to nearly 2,000 enforcement personnel to be added this 
fiscal year, the Budget provides for a further increase of more than 
7,000 in the fiscal year 1950. The Government has an obligation 
to its taxpayers to undertake complete collection of all the taxes that 
are legally due and to assure equitable treatment to each taxpayer. 
I am confident that the additional expenditures will represent a 
sound investment. 

Retirement system.—Last February legislation was enacted which 
liberalized the provisions of the Federal employees' general retire-
ment system by increasing annuity payments and adding survivorship 
benefits. Higher payments to the retirement fund are required to 
finance these new provisions. The rate of deductions from em-
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ployees' salaries for retirement purposes was increased from 5 percent 
to 6 percent. It is also necessary to increase by over 100 million 
dollars in the fiscal year 1950 the Government's payment toward the 
retirement system, based on the revised retirement provisions and the 
higher Federal pay roll estimated for the fiscal year 1950. 

Public buildings.—Because of the present inflationary conditions 
I am not now recommending a general public buildings program, 
although in many areas the Government is inadequately housed and 
such a program cannot be delayed indefinitely. However, I am pro-
posing that work be started immediately on the construction of one 
building which should be completed in time for use by the Census 
Bureau in connection with the 1950 decennial census, and will there-
after be available for other needs. 

Government Services Corporation.—I recommend that the Congress 
create a new, self-supporting, Government corporation to provide 
certain cafeteria and recreational services, primarily for Federal em-
ployees, in Government buildings and on Government property. At 
present, these services are provided by several organizations which do 
not fall within the normal governmental framework. This is essen-
tially a governmental responsibility, and should be subject to the 
usual processes of governmental review and control. 

Virgin Islands Company.—I renew my recommendation that the 
Virgin Islands Company be given a permanent Federal charter under 
comprehensive legislation. This Company is a chief contributor to 
the economic welfare of the Virgin Islands. The present stop-gap 
measure, which extended the life of the Company for only 1 year and 
with narrow powers, contributes little toward making the Virgin 
Islands economically self-sustaining and raising the standard of living 
of its citizens. 

The National Capital.—The role of the National Capital Park and 
Planning Commission should be redefined and a stronger statutory 
basis established for the proper development of the District of Colum-
bia and nearby areas in Maryland and Virginia. 

I am not forwarding at this time an estimate of appropriation for 
the District of Columbia Redevelopment Land Agency to provide for 
the assembly of property in slum or blighted areas in the District of 
Columbia. When the redevelopment plans now being prepared by 
the National Capital Park and Planning Commission are approved, 
an estimate will be transmitted for consideration by the Congress. 
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I recommend pay increases for the employees of the District of 
Columbia government, including the teachers in the public schools, 
who were unfairly excluded from the Federal Employees Salary 
Act of 1948. 

I N T E R E S T O N T H E P U B L I C D E B T 

Expenditures for interest on the public debt in the fiscal year 1950 
are estimated at 5,450 million dollars, an increase of 125 million dollars 
over the fiscal year 1949; and the 1949 estimate is, in turn, higher 
than actual expenditures in the preceding year by approximately 
the same amount. 

INTEREST ON THE PUBLIC DEBT 

[Fiscal years. In millions] 

Agency 

Expenditures 
1950 

appropria-
tions 

Agency 
1948 

actual 
1949 

estimated 
1950 

estimated 

1950 
appropria-

tions 

Treasury Department $5,188 $5,325 $5,450 $5,450 

The continued increase in interest on the public debt arises in sev-
eral ways. Accruals on the large volume of savings bonds outstand-
ing reach higher brackets each year. There will also be a further 
increase in the amount of special issues held by Government trust 
funds, and these issues bear relatively high coupon rates which are, 
in part, fixed by statute. In addition, the increases in short-term 
interest rates which were initiated in July 1947 are now beginning to 
be fully reflected in the cost of the debt. This latter factor, is, to 
some extent, offset by the interest saving which has been effected by 
refunding maturing bonds bearing relatively high rates of interest into 
short-term issues bearing lower rates of interest. 

Interest payments on marketable issues—issues which may be 
bought and sold freely in the market—will account for 55 percent of 
interest payments on the debt in the fiscal year 1950. The amount 
of interest paid on marketable issues is falling gradually because of a 
decline in the total volume of such obligations and the retirement or 
refunding of bonds bearing relatively high rates of interest. A por-
tion of the interest paid out on marketable issues goes to the Federal 
Reserve banks, and most of such payments are coming back to the 
Government as miscellaneous receipts. This is a result of the Federal 
Reserve policy of paying approximately 90 percent of net Reserve 
bank earnings into the Treasury. Budget receipts from this source 
are estimated to rise from 140 million dollars in 1949 to 250 million 
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dollars in 1950, thereby offsetting most of the increase in the total 
interest cost of the debt. 

Interest payments are a fixed obligation of the Federal Govern-
ment. Their payment is financed by permanent indefinite appropria-
tions not requiring annual congressional action, 

PROPOSED LEGISLATION—A SUMMARY 

Estimated expenditures, appropriations, and other authorizations 
included in the Budget total for programs under proposed new legis-
lation are shown in the following table. The items in the table are of 
such importance as to warrant early enactment and financing in the 
next fiscal year. Moreover, legislative proposals for these items are 
sufficiently developed to permit tentative estimates of first year 
budgetary requirements. 

The Budget also contains a general reserve for contingencies. It 
is designed as a minimum provision both for unforeseen contingencies 
and for legislative proposals now in the discussion stage, which may 
require action before the end of the next fiscal year. 

PROPOSED LEGISLATION 

0Summary of amounts included in the Budget) 

[Fiscal years. In millions] 

Function and program 
Estimated 
expendi-

tures 1950 

Anticipated supplemental 
appropriations and other 
authorizations 

1949 

International affairs and finance: 
Economic Cooperation Administration 
Other foreign aid 
Food and Agriculture Organization building fund 
Contribution to International Trade Organization 
War damage claims 
Palestinian refugee program 
Foreign service pay increase 

National defense: 
National Military Establishment (public works, special 

programs, military pay adjustment, etc.) 
Universal training. 

Social welfare, health, and security: 
Medical care insurance system-
Public assistance -
Change in employees' accident compensation rates 

Housing and community facilities: 
Slum clearance, low-rent housing, farm housing and re-

search 
Special assistance for rental and cooperative housing 
Census of housing 

t, 300.0 
355.0 

1.0 
1.0 

1.4 

385.0 

600.0 

14.9 
65.0 

160.5 

50.0 
6.0 

$1,250.0 

17.0 
16.0 

.2 
(700.0) 
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PROPOSED L E G I S L A T I O N — c o n t i n u e d 

Function and program 
Estimated 
expendi-

tures 1950 

Anticipated supplemental 
appropriations and other 
authorizations 

1949 1950 

Housing and community facilities—Continued 
Stand-by borrowing authority: 

Federal Savings and Loan Insurance Corporation 
Federal home loan banks 

Alaska housing. 
Alaska public works 
Disaster relief 

Education and general research: 
Federal aid to education 
Survey of educational building needs, and study of 

scholarships and fellowships 
Radio propagation building 

National Science Foundation. 

Agriculture and agricultural resources: 
Amendment of Commodity Credit Corporation charter 

(grain storage) 
Flood control, Missouri River Basin. 
International Wheat Agreement 

Natural resources: 
Commercial production of synthetic liquid fuels 
Incentive payments for exploration and development of 

minerals. 
Bureau of Reclamation, rehabilitation and betterment 

projects 
Transportation and communication: 

Additional revenue from increased postal rates 
Inland Waterways Corporation, subscription to capital 

stock 
St. Lawrence seaway and power project 
Alaska communications system. 

Finance, commerce, and industry: 
Anti-inflation program 
Export control 
Rent control 

Labor: 
Industrial safety program 
National Commission Against Discrimination in Em-

ployment 
General government: 

Construction of Census Building 
Surplus property disposal 
Salary increases for heads and assistant heads of agencies.. 
Special fund for management improvement 
National Capital Sesqui-Centennial Commission 

C1) 
$5.0 
1.0 
3.0 

290.1 

1.0 
0.2 
2.0 

25.0 
4.0 

55.7 

1.0 
5.0 

4.0 

-250.0 

2.0 
8.0 
0.8 

13.5 
4.7 

23.3 

3.1 

0 .5 

4.8 
20.6 

1.5 
0.9 
1.2 

Total. * 6,175.5 

5.0 

3 .0 
1.6 
5.4 

15.0 

1.5 

1,315.3 
(700.0) 

($750.0) 
(1,000.0) 

10.0 
2.0 
5.0 

300.2 

1.0 
0,2 
2.5 

(12.5) 

0.2 
(30.0) 

15.0 

5.0 

- 2 5 0 . 0 

2.0 
20.0 

3.6 

15.0 
5.0 

24.0 

3.1 

0.6 
7.4 

21.0 
1.5 
1.0 

* 6,660.7 
(2,214.0) 

* Budget receipts of 81 million dollars from additional retirement of Federal home loan bank stock. 
2 Excluding additional postal revenue, total estimated expenditures are 6,425.5 million dollars and total 
anticipated supplemental appropriations are 6,910.7 million dollars. 
NOTE.—Figures in parentheses are authorizations other than appropriations. 
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The responsibilities of free men match the personal rights and 
political freedoms which are theirs. The Budget of the United States 
reflects our power for freedom and the advancement of mankind in 
our country and in the world. 

HARRY S . TRUMAN. 
JANUARY 3, 1949. 
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BUDGET MESSAGE OF THE PRESIDENT

To the Congress of the United States:
I am transmitting my recommendations for the Budget of the United 

States for the fiscal year ending June 30, 1951.

This Budget is a statement of the financial program for the United 
States Government, under both existing laws and new legislation 
which I am recommending to the Congress. It is an expression, in 
financial terms, of the actions this Government can and should take 
at this time to build toward economic growth and the expansion of 
human freedom, in our own country and in the world.

For the fiscal year 1951, Budget expenditures under this financial 
program are estimated at 42.4 billion dollars, about 860 million dollars 
below estimated expenditures for the current year. Budget receipts 
under existing tax laws are estimated to be 37.3 billion dollars, a 
decrease of about 460 million dollars below the present year. The 
estimated Budget deficit for the fiscal year 1951 is thus 5.1 billion 
dollars under present tax laws, compared with an anticipated deficit 
of 5.5 billion dollars in the fiscal year 1950.

I shall shortly recommend to the Congress certain adjustments in 
our tax laws which will produce some net additional revenue in 1951, 
not reflected in this Budget. These adjustments will result in a 
larger revenue increase in subsequent years.

A reduction, greater than that in expenditures, has been made in the 
requests for new appropriations and other obligational authority in 
1951. Expenditures occur when the Government pays its obligations, 
and the Congress grants authority to incur obligations when it enacts 
appropriations, contract authorizations, and authorizations to borrow 
from the Treasury. The authority to incur new obligations which I 
am recommending for the fiscal year 1951 totals 40.5 billion dollars, 
considerably below the 1950 level. This fact is significant as an 
indication that the downward trend in expenditures from 1950 to 
1951 may be expected to continue.

BUDGET TOTALS 

[Fiscal years. In millions]

1949
actual

1950
estimated

1951
estimated

Receipts____________ ___________________ _____ ______________ $38, 246 
40, 057

$37, 763 
43, 297

$37,306 
42,439Expenditures_____________________________ _____ ____________

Deficit_________________________________________________ -1 , 811 ~5, 534 -5.133

N ote.—Estimated receipts exclude new tax proposals.

m 5
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This financial program provides a sound basis on which to pro
ceed. It will properly support the extraordinary responsibilities 
of the Federal Government, both at home and abroad, and at the 
same time meet our obligation to pursue a policy of financial prudence 
and restraint. Such a policy must be directed at producing a surplus 
as soon as possible under favorable economic conditions. The reduc
tions in expenditures, which I recommend, can be achieved and still 
permit our Government to carry on its necessary operations effectively. 
The moderate increase in revenue, which I shall recommend in con
junction with specific tax reforms, can be achieved without impairing 
continued economic progress.

In preparing this Budget, I have carefully evaluated the possible 
alternatives in the light of the realities of our present situation. The 
soundness of a fiscal program cannot properly be judged simply by the 
year-to-year change in the expected margin between receipts and ex
penditures. A prudent program must meet much broader tests, if it 
is to serve the long-range interests of our people.

The soundness of a fiscal program must first of all be judged by 
whether it allows the people, through their Government, to meet the 
demands which the foreign and domestic situations put upon them. 
The necessary functions of the Government in our complex society 
are varied and widespread. They require large expenditures but they 
are vital to our security, to the protection of our liberties, to continued 
social and economic progress, and to the welfare of our people. I have 
reviewed the expenditure programs in the Budget, one by one, and 
found them necessary to achieve these purposes. I am confident that 
the Congress w~ill come to essentially the same conclusion.

The soundness of the Government’s fiscal program must also be 
judged by its impact on the economy. The Federal Budget is a 
substantial part of the total flow of incomes and expenditures in our 
country each year. Federal receipts and expenditures must both be 
planned to encourage the prosperity of the economy and keep it 
healthy and growing. Irresponsible and short-sighted budgetary 
action could contribute to a worsening of the world situation and to 
a decline in production and employment in the United States. Under 
either of these circumstances, we would find ourselves faced by the 
necessity of Budget outlays much larger than those I am proposing, 
while the prospect for increased revenues would be much less encourag
ing. I am convinced that the recommendations I am making, both 
for expenditures and for revenues, will contribute to continued eco
nomic development.

The soundness of a fiscal program must be judged, finally, in the 
light of where that program will take us over a period of years. This
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is partly a matter of necessity: most Government prograjns are 
based on a time schedule extending over a number of years, and a 
large part of the Budget in any one year represents binding commit
ments to spend established in previous years on the one hand, and 
tax liabilities already incurred on the other. It is primarily a matter 
of wisdom: sharp and arbitrary changes in Government programs, 
even where feasible, involve economic loss and dislocations, and may 
cause serious damage to parts of the economy. I am confident that 
the fiscal recommendations provide a solid basis for moving toward 
budgetary balance in the next few years. My confidence is based on 
three main considerations.

First, it has been possible to reduce anticipated expenditures for 
the fiscal year 1951 by close to 1 billion dollars below the estimated 
level for 1950, and an even greater reduction has been made in the 
request for new obligational authority. Thus, the policies followed 
in preparing this Budget will permit further reductions in subsequent 
years. Specifically, the largest item in the Budget, national defense 
expenditures, is expected to approximate the 1951 level in the next 
few years; and the costs of our foreign aid and veterans7 programs 
should continue the decline already expected between 1950 and 1951. 
It should also be possible in future years to reduce the cost of pro
grams which have helped to meet the postwar transition problems 
of specific major areas of our economy, notably the support of agri
cultural prices and the creation of an adequate secondary market for 
housing mortgages. Finally, if the Congress enacts the proposed 
increase in postal rates, the burden of the postal deficit on recent 
Budgets will be largely eliminated.

The programs mentioned above constitute the bulk of the Federal 
Budget. With respect to other programs, relating primarily to 
domestic activities, Federal responsibilities will increase as the Nation 
grows. But the additional budgetary requirements for these pro
grams, under a prudent fiscal policy, should be substantially less 
than the decline to be expected in the extraordinary postwar programs. 
In this connection it should be emphasized that the urgently needed 
insurance measures which are recommended in the fields of unem
ployment compensation, old-age security, and medical care will be 
primarily financed by special taxes designed to defray their costs.

Thus, assuming continued favorable economic and international 
developments, it is possible to plan on further reductions in total 
expenditures after 1951.

The second major consideration supporting my confidence in this 
fiscal program is the fact that our economy is a dynamic and growing 
one. Each year our population and the productivity of our labor force
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rise, anti our total national output must rise also if we are to fulfill 
our obligation to maintain high employment. As our economy grows, 
tax revenues will grow also. The effects of this growth are not fully 
reflected in the receipts estimates for 1951, because the temporary 
decline in incomes during this past year will affect some tax yields 
in 1951.

Federal expenditures are themselves of fundamental importance 
to our prospects for steady economic growth. Programs for such 
purposes as national defense and international recovery are essential 
to maintain a favorable international situation. In addition, many 
Federal expenditures constitute direct supports for important sectors 
of our economy, or direct investments in assets such as power facilities 
or in better education and other services, which add to the productive 
capacity of the Nation. Thus this Budget is not only consistent with 
an expanding economy, but will make a substantial contribution to 
that objective.

In analyzing the economic impact of Federal financial operations on 
our economy, increasing attention is also being paid to the aggregate 
of Federal cash transactions with the public, which are not fully 
reflected in the totals of Budget expenditures and receipts. Primarily 
important is the fact that, as long as the social insurance trust funds 
are building reserves to cover liabilities in future years, they show a 
substantial excess of receipts over payments. Therefore, the current 
economic impact of Federal financial activities, as reflected in the net 
difference between all cash receipts from and all cash payments to the 
public, is usually different from that indicated by the Budget surplus 
or deficit. In 1951, for example, the excess of cash payments over 
receipts is estimated at 2.7 billion dollars, 2.4 billion dollars less than 
the estimated Budget deficit. Continuing improvement in our fiscal 
position, which our present plans should achieve, will therefore prob
ably result in an excess of total cash income over cash outgo before 
the Budget will show a surplus. This aspect of our over-all fiscal 
position is important in supporting the basic economic soundness of 
the fiscal program, although it does not lessen the need for the greatest 
possible prudence in the conduct of our financial operations as re
flected in the Budget, which is the proper instrument of Executive 
and Legislative control.

The third major consideration supporting the soundness of this 
fiscal program is the fact that the tax recommendations which I shall 
transmit to the Congress will both improve our tax structure and 
place us in a better position to meet our continuing fiscal requirements. 
It is highly important that we begin to make the basic changes in 
the tax system which are needed to make it more equitable and to
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provide better incentives for producing the amounts and types of 
investment, consumption, and savings which will contribute to an 
expanding economy. The large and badly devised tax reduction of 
1948 sharply limits the extent to which we can make changes at the 
present time. Nevertheless, we can and should make now some of 
the changes which are needed in our tax laws, and bring nearer the 
time when the Budget can be balanced. Because of the time lag in 
tax collections after changes in the law, and the fact that some of the 
changes will result in an immediate loss in revenue, the tax recom
mendations which I shall submit to the Congress will produce less 
additional revenue in 1951 than in subsequent years, when the changes 
will be fully effective.

For all these reasons, the financial program which I am recommend
ing represents a sound, long-range basis on which to plan our govern
mental operations at this time. It is directed at achieving a budgetary 
balance in the only way in which it can be achieved—by measures 
which support rather than impair the continued growth of our country. 
It is based on expenditure plans which can be sustained in the years 
following 1951 without embarrassment to our fiscal position. Its 
accomplishment does, however, depend upon our continued self- 
control in holding expenditure programs to no more than necessary 
levels.

As in all recent years, the Budget for 1951 is dominated by financial 
requirements to pay the costs of past wars and to achieve a peaceful 
world. Estimated expenditures for these purposes are 30 billion 
dollars, or about 71 percent of the total Budget. This is a reduction 
of 1.8 billion dollars from estimated expenditures for the same pur
poses in 1950. National defense and international programs, designed 
to insure our security and to create the economic and political condi
tions necessary for world peace, will require about 18 billion dollars. 
Veterans’ programs and interest on the public debt, commitments 
arising mainly from the last war, will require about 12 billion dollars.

Our unprecedentedly large expenditures in recent years for interna
tional programs have been undertaken to assist free peoples to recover 
from the devastation of the war and to restore their capacity for future 
growth both in material things and in the practice of democratic 
principles. These programs are proving to be an investment paying 
dividends, far beyond their cost, in enhancing our own security and in 
providing a basis for world peace and prosperity. The job is not yet 
done, the goals are not yet reached; but the progress so far achieved 
makes possible in 1951 a substantial reduction in the dollar costs of 
these programs. Total expenditures for international affairs and 
finance are estimated at 4.7 billion dollars, a reduction of 1.3 billion
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dollars from 1950. This amount reflects the minimum requirements 
for these programs, and their success to date emphasizes the com
pelling need to carry them through on the planned basis.

As progress is made toward achieving the short-range objectives of 
recovery and relief, two other international activities assume increas
ing importance. First, I am renewing the recommendation for a 
program of technical and capital assistance to underdeveloped coun
tries. The Budget expenditures in 1951 will be relatively small but 
they represent a step of great significance in the encouragement of 
world economic expansion and the growth of world trade, which are 
essential to our national prosperity. Second, I am recommending 
additional funds in 1951 for the mutual defense assistance program, 
authorized by the Congress last year, and now getting under way. 
This program is a necessary supplement to economic growth as a 
bulwark against aggression, and is an integral part of the cooperative 
effort to assure the continued independence of free nations.

Expenditures for national defense must be sufficient to provide us 
with the balanced military strength we must maintain in the present 
world situation, at a level which can be sustained over a period of 
years. In 1951, expenditures for national defense are estimated at 
13.5 billion dollars, an increase of about 400 million dollars over 1950. 
The present level of expenditures is substantially less than was 
anticipated a year ago, and is the result of careful Budget planning 
and vigorous administrative action.

Expenditures for veterans’ services and benefits are estimated at 
6.1 billion dollars in 1951, a decline of 825 million dollars from 1950. 
Our veterans’ programs represent commitments which the Govern
ment has made to those who have served in its armed forces, and 
these commitments must be met. While that part which represents 
pensions, medical care, and similar services will continue to rise 
gradually, the program of readjustment benefits was intended to be 
transitional, and we should plan on a continued reduction in its cost 
during the next few years.

Interest on the public debt is estimated at 5.6 billion dollars in 1951, 
slightly lower than in 1950, This is, of course, a fixed commitment 
of the Government, and represents predominantly the cost of financing 
the last war.

All expenditures, other than those for international, national defense, 
and veterans’ programs, and interest on the debt, total 12.5 billion 
dollars, about 29 percent of the total Budget. This is an increase of 
about 1 billion dollars from estimated expenditures for these pur
poses in 1950. They include many important activities such as the 
Atomic Energy Commission and the Maritime Commission, which are
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closely related to our national security. Furthermore, they represent 
those positive functions which Government must fulfill if we are to 
have a healthy and growing economy. Federal expenditures for these 
purposes in 1951 are expected to constitute a substantially lower 
percentage of the total national income than the corresponding 
percentage in 1939.

The 12.5 billion dollars which this Budget provides for these domestic 
programs, viewed item by item, reflects—and has been generally 
recognized by the Congress to reflect—the necessary contributions of 
the Federal Government in our modern economy. The major question 
in my mind is not whether we are doing too much, but whether the 
budgetary requirements of the major national security and war- 
connected programs have constrained us to undertake too little 
toward supporting and stimulating the realization of our country’s 
great potential development. It must be recognized that failure to 
support essential Federal activities would impede the continued 
expansion upon which the well-being of our economy and the soundness 
of the Government’s fiscal position alike depend.

Expenditures in this Budget, designed to assist economic develop
ment in the categories of housing and community development, 
agriculture, natural resources, transportation and communication, 
finance, commerce, and industry, and labor, together amount to 
7.9 billion dollars, 19 percent of total estimated expenditures.

We must push ahead, for example, with atomic energy develop
ment, and the Budget provides 817 million dollars for this purpose. 
We must maintain and develop adequate aviation facilities and serv
ices, for which 230 million dollars is included. The Federal Govern
ment should continue to assist States in developing an adequate 
national highway system; Federal expenditures for this purpose are 
estimated at 507 million dollars in 1951. The development of our 
rivers for flood control, navigation, reclamation, power, and other 
uses is of fundamental importance for economic growth, and is largely 
a Federal responsibility, for which this Budget includes 1.4 billion 
dollars. The Government is substantially aiding private industry 
and local communities in producing more and better housing at prices 
people can afford; 1.3 billion dollars is included for these purposes. 
Over 800 million dollars is provided to further the conservation of 
farm lands and to make loans for extending electricity to farms.

There is one aspect of these expenditures which has properly re
ceived widespread attention by the Congress and the public as having 
an important bearing on the long-run fiscal position of the Govern
ment. Many expenditures represent the acquisition of assets which 
are recoverable or will give continuing returns in future years, and
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which in normal business accounting would not usually be considered 
as current expense. It is estimated that in the 1951 Budget such 
expenditures, excluding military public works and equipment, amount 
to about 5.6 billion dollars, of which about 4 billion dollars is antici
pated to be in the recoverable category. In the case of the Federal 
Government, in contrast to private business, these investment ex
penditures cannot properly be financed differently from other items in 
the Budget. But their size and nature are important in evaluating 
the strength of our fiscal position. A special analysis of the nature 
and extent of investment expenditures is included in part III of the 
Budget this year for the first time.

Economic growth must be matched by comparable development in 
the social well-being and living standards of all our people. Con
tinued progress depends in large part upon the increasing fulfillment 
of the responsibilities of Government in such fields as social welfare, 
education, and public health. In addition to the transfer of 594 
million dollars of pay-roll taxes to the railroad retirement trust fund, 
the Budget proposes total funds of 2.1 billion dollars for social welfare, 
health, and security, and 434 million dollars for education and general 
research, about one-sixteenth of total Federal expenditures. These, 
too, are investments in the future of our country. Over 80 percent 
of these funds is for grants to States and localities.

The remaining programs, classified under general government, are 
estimated to cost 1.3 billion dollars. These funds provide for over-all 
legislative, judicial, and executive operations of the Government, and 
for various central services such as the maintenance of public buildings. 
Included in this total are 424 million dollars for tax collection and 
other financial operations, and 333 million dollars for the Govern
ment’s payment to the civil service retirement fund.

The detailed activities of Government agencies in all fields harve 
been closely reviewed to eliminate all but the minimum operations 
required. This has made necessary the denial of request after request 
for additional funds which—taken by themselves and in the judgment 
of particular groups affected—are highly meritorious. The progress 
made in this Budget in reversing the trend toward higher expenditures 
and in achieving a substantial reduction has been made possible only 
by the most vigorous application, in every area, of a policy of hold
ing the numerous activities to essential levels.

In a very few cases—mainly middle-income housing—the exigencies 
of particular situations justify the recommendation of limited new 
domestic programs. In addition, I am renewing proposals previously 
made for aid to education and expanded public assistance, primarily 
in the form of grants to States, and for the enactment of certain social
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insurance legislation which would be financed primarily by special 
taxes. Beyond this, however, I am recommending no new programs 
which would require large expenditures in future years, above the 
amounts included in this Budget. In the case of existing programs, 
while vigorous effort is being devoted to improving their efficiency, 
they must in the public interest be given sufficient funds to allow effec
tive operation.

The rise from 2.5 billion dollars in 1950 to 3.1 billion dollars in 1951 
in estimated civil public works expenditures, including grants. and 
loans, reflects almost entirely the minimum requirements of projects 
and programs now under way. With respect to Federal public works 
in such fields as reclamation, flood control, and rivers and harbors, 
this Budget does not provide for starting any new projects, despite 
the pressures that exist for initiating construction of a large number 
of additional projects which are already authorized. Federal grants 
to States for public works have also been generally limited to the 
necessary costs required to carry forward continuing construction 
programs, primarily those for highways, airports, and hospitals.

Our policies with respect to expenditures must of course remain 
flexible to meet shifts in international or economic conditions. The 
policies I have outlined represent the sound and necessary basis for 
Budget programs in the light of the outlook at this time.

MANAGEMENT IMPROVEMENT PROGRAM

The past year has been one of outstanding achievement in improving 
the organization and operating methods of the executive branch. 
This is an important fact to note in the Budget Message as the 
accomplishment of better management in Government is essential to 
the fulfillment of our established fiscal goals. It is also a responsi
bility to which every official must give increased attention if the public 
is to receive a full return on its tax dollar. Action has been taken on 
many fronts. To cite but a few: the Department of State has been 
reorganized; improved operating methods have been installed in the 
Treasury Department; further progress toward unification has been 
made with the creation of a Department of Defense; central service 
functions of the Government have been reorganized in the General 
Services Administration; significant reorganizations have occurred in 
the Post Office Department, the Department of Commerce, and the 
Civil Service Commission.

In cooperation with the Congress, I intend to continue a vigorous 
program to achieve further improvements in governmental manage
ment.

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

1951



m14 MESSAGE OF THE PRESIDENT

One phase of this program requires the enactment of legislation 
and the approval of reorganization plans. During the coming year I 
recommend that the Congress enact basic personnel legislation to make 
possible further improvements in the way the Government recruits, 
trains, and supervises its employees. I also recommend that the 
Congress take action to allow the Post Office to maintain its own ac
counts and conduct its financial affairs on a businesslike basis and to 
permit appointment of postmasters by the Postmaster General.

During the session I shall transmit to the Congress a number of 
reorganization plans. The objective of these plans will be the estab
lishment of clear lines of responsibility and authority for the manage
ment of Government activities and the more effective grouping of 
Government programs within departments and agencies.

A second phase of the management improvement program includes 
Government-wide activities in which all agencies participate. Major 
undertakings in this area are the installation of more efficient prop
erty and records management practices under the leadership of 
the General Services Administration; strengthening of personnel 
management activities under the leadership of the Civil Service 
Commission; and institution, under the sponsorship of the Bureau of 
the Budget, of systematic review by all agencies of operating effective
ness and economy as required by the Classification Act of 1949. 
In addition, more modern accounting practices are being installed 
throughout the Government under the guidance of a joint committee 
consisting of the Secretary of the Treasury, the Comptroller General, 
and the Director of the Budget.

In the field of programing and budgeting, the progress made toward 
presentation of this 1951 Budget on a “ performance” basis is an ex
ample of results stemming from the improvement program. An 
examination of the body of this document will indicate a substantial 
change from that of previous years. The activities for which funds 
are recommended are described so that the Congress and the citizens 
may see more clearly the relationship between the activities to be 
performed and the costs of those activities. Future Budget docu
ments will include additional improvements. Some of these will 
reflect current efforts both to strengthen and simplify Government 
accounting and to develop better measures of work performance. 
Others will provide additional kinds of analyses to enable examination 
and understanding of the Budget from different standpoints.

The third aspect of the management improvement program is the 
work being done by individual departments and agencies. I have 
instructed each department and agency head to inaugurate an aggres
sive program of management improvement in his department. These
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departmental programs have been reviewed in terms of their relation 
to financial requirements and their contribution to the solution of 
known problems. I will announce shortly certain areas to which 
priority will be given in the management improvement work of the 
executive branch during the year 1950. The special fund for manage
ment improvement which was authorized by the Congress last year 
will be utilized to carry out some of the specific projects. In following 
through to secure results from this entire program I will have the 
assistance and advice of my Advisory Committee on Management 
Improvement.

Under our Federal form of government, many public services are 
the common concern of Federal, State, and local government. Con
tinuing attention needs to be given by all levels of government to the 
problems arising from the interrelations of our tax systems and the 
administration of common governmental functions. Federal and 
State and local officials are currently studying the possibilities of 
further cooperative arrangements in tax administration in order to 
reduce costs and improve coordination. We are also cooperating in 
developing legislative proposals to deal with several current problems 
of mutual concern: provision of certain local services to Federal 
personnel, application of local taxes to personnel and transactions on 
Federal reservations, and the establishment of a general system of 
payments to State and local governments whose property-tax base 
has been reduced by Federal acquisitions of real estate.

The reports of the Commission on Organization of the Executive 
Branch of the Government have provided the framework for much of 
the improved organization and management which has been achieved 
and which I hope to achieve during the coming year. While work 
has been started in a number of the areas containing the greatest 
potential for economy and improved operations, many further legisla
tive and administrative actions are needed. It should be realized 
that the greater effectiveness and economy and better service to the 
public, which come from improved management, are the cumulative 
result of a great many individual actions. Realization of those 
goals requires the coordinated and unrelenting efforts of all Federal 
officials and employees. We must continue to emphasize the achieve
ment of better management as an important part of the job of public 
service in which the Congress and the executive branch are engaged.

BUDGET RECEIPTS

Budget receipts in the fiscal year 1951 are estimated at 37.3 billion 
dollars under existing tax legislation, 457 million dollars below the 
estimate for the current year. Decreased collections from corpora
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tion income taxes account for the principal decline in receipts between 
the 2 years, reflecting the fact that the reduction in corporate profits 
from the calendar year 1948 peak does not have its full effect on tax 
receipts until the fiscal year 1951. The estimates of receipts assume 
economic activity at approximately the same level as at the present 
time.

I will shortly transmit to the Congress my recommendations for 
changes in our tax laws to provide a more balanced and equitable tax 
structure and to increase Federal revenues. The net increase in 
revenues during 1951 will be substantially smaller than in subsequent 
years, owing to the time required for some of the changes to become 
fully effective.

BUDGET RECEIPTS

[Fiscal years. In millions]

Source 1949
actual

1950
estimated

1951
estimated

Direct taxes on individuals:
Individual income taxes....................... .................................. . $17,929 

797
$17,971 

697
$18,246 

692Estate and gift taxes........ ...........................................................
Direct taxes on corporations:

Corporation income taxes___________ _______ ____________ 11,343 11,075 
100

10,458 
60Excess profits taxes........ ..... ................................................... 211

Excises___________________ ________________________ ________ 7,551 7,631

2,245
223

7,642

2,515
224

Employment taxes:
Existing legislation:

Federal Insurance Contributions A ct........ .................... 1, 690
Federal Unemployment Tax A ct_____________________ 223
Railroad Retirement Tax A ct....... .......... ......................... 564 570 594
Railroad Unemployment Insurance A ct............ ............ 10 10 10

Proposed legislation:
Medical care insurance_______________________________ 250
Improvement of old-age and survivors insurance_____ 1,200

375Customs_____________________________________________________ 384 375
Miscellaneous receipts:

Existing legislation_______________________________________ 2,072 1,288 1,096
60Proposed legislation________ ____________________________

Deduct:
Appropriation to trust funds:

Existing legislation____ _____________________________ -1,690 -2,245 -2 ,515
Proposed legislation:

Medical care insurance__________________________ -250
Improvement of old-age and survivors insurance - 1,200 

-2 ,151Refunds of receipts_______________________________________ -2 ,838 -2 ,177

Budget receipts________________________________________ 38,246 37,763 37,306

N ot e .—Estimated receipts for 1951 exclude new tax proposals, except for recommended changes in employ
ment taxes and miscellaneous receipts.

Direct taxes on individuals.—Receipts from the income tax on 
individuals exceed those from any other tax. The total of 18.9 billion 
dollars estimated for 1951 for direct taxes on individuals is practically
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unchanged from the 1950 total, and reflects continued high levels of 
employment and income.

Direct taxes on corporations.—The fiscal year 1951 estimate of 
receipts from taxes on corporations is 10.5 billion dollars. During 
the fiscal year 1951 corporations will pay income tax on the profits 
earned during the calendar years 1949 and 1950. The decline in 
profits from the peak level of 1948 will therefore adversely affect these 
receipts for the fiscal year 1951.

Excises and customs.—Under present laws very little change is 
anticipated in collections of excise taxes and customs.

Employment taxes.—The tax rate for old-age and survivors insurance 
was increased from 1 to IK percent on the first of this month; hence the 
receipts estimate for 1950 includes taxes based upon both the old 
rate and the new. Receipts for 1951 under existing legislation rep
resent a full year’s collection at the new higher rate.

I have recommended expansion and improvement of the old-age and 
survivors insurance system and a new program of medical care in
surance. It is estimated that the additional taxes to be collected for 
these programs will amount to 1.4 billion dollars in 1951. Since 
these sums will be transferred immediately to trust accounts, Budget 
receipts will not be increased.

Miscellaneous receipts.—Miscellaneous receipts have been declining 
steadily since 1947, primarily because of the drop in sales of surplus 
property originally acquired for war purposes. During 1951 receipts 
from surplus property will be only about 0.1 billion dollars com
pared to the peak of 2.9 billion dollars in 1947.

There are other decreases in the estimates of miscellaneous receipts 
which are in the nature of changes in reporting. Certain receipts, 
notably of the Farmers’ Home Administration and of the public 
housing program, were formerly deposited into miscellaneous receipts, 
but are now deducted from the expenditures of the programs involved. 
These changes, of course, have no effect on the surplus or deficit.

The estimate of miscellaneous receipts for 1951 reflects my recom
mendation that legislation be enacted to permit the acceleration of 
capital repayment by the Federal home loan banks. An increase in 
patent fees is also necessary to make the Patent Office more nearly 
self-supporting.

Refunds oj receipts.—Refunds for 1951 are estimated at about the 
same level as for the current year, 0.7 billion dollars less than in 1949.
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The decline is the result of the fact that 1949 refunds were unusually 
high because of the retroactive features of the Revenue Act of 1948.

PUBLIC DEBT

The public debt amounted to 252.8 billion dollars on June 30, 1949. 
Estimated Budget deficits of 5.5 billion dollars in the fiscal year 1950 
and 5.1 billion dollars in the fiscal year 1951, together with certain 
minor adjustments, will cause the debt to increase to 263.8 billion 
dollars by the end of 1951. In 1951, about 2.5 billion dollars of the 
increase in the debt will be financed by new investments in Federal 
securities by trust accounts and other Government agencies.

BUDGET EXPENDITURES AND AUTHORIZATIONS

A summary of Budget expenditures according to the broad pro
grams or functions for which the money is spent is set forth in the 
table below. This table includes all expenditures from the general 
and special funds of the Treasury and the net expenditures of wholly 
owned Government corporations. Expenditures from the trust funds 
are excluded.

BUDGET EXPENDITURES AND AUTHORIZATIONS BY MAJOR FUNCTION

[Fiscal years. In millions}

Function

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

International affairs and finance.............. _ $6,462 $5,964 $4,711 $4,505 $530
N ational defense................ .............................. 11,914 13,148 13,545 * 11,359 11,441
Veterans’ services and benefits____________ 6,669 6,905 6,080 5,847
Social welfare, health, and security_______ 1,907 2,297 2,714 2,625 165
Housing and community development____ 282 1,006 1,329 117 704
Education and general research.................... 70 125 434 455 7
Agriculture and agricultural resources........ 2,512 2,671 2,206 875 580
N atural resources............................ ........... . 1, 512 1,845 2,218 1,594 370
Transportation and communication............ 1,622 1,894 1,682 973 673
Finance, commerce, and industry.......... 120 225 212 60 250
Labor____________________________________ 193 219 243 266
General government-........... . . ....................... 1,170 1,223 1,267 1,231 3
Interest on the public debt_______________ 5,352 5,725 5,625 5,625
Reserve for contingencies___________ ______ 50 175 200
Adjustment to daily Treasury statement. . 272

40,057 43,297 42,439 *35,731 4,723

* In addition, 851 million dollars of reserved 1950 contract authorizations and 22 million dollars of 1950 
appropriations will be available for 1951 programs.

* This Budget also includes 4,514 million dollars of appropriations to liquidate prior year contract authori
zations.
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All expenditures flow from obligational authority enacted by the 
Congress. The net new appropriations and other authorizations 
recommended for the fiscal year 1951 total 40.5 billion dollars. Of 
this total, 33.1 billion dollars is now formally recommended for action 
by the Congress, while 7.4 billion dollars is tentatively estimated for 
later submission. In addition, this Budget includes appropriations 
of 4.5 billion dollars to liquidate obligations incurred under prior 
year contract authorizations, more than half in programs for the 
national defense.

Since contracts with industry must be let well ahead of deliveries, 
a considerable lead time is required for the economical operation of 
many Government programs. This is especially true for public 
works and military procurement. Financial obligations incurred in 
prior years, therefore, will have already fixed a substantial part of the 
estimated Budget expenditures for 1951. Of the total Budget ex
penditures of 42.4 billion dollars estimated for 1951, about 12.1 
billion dollars, 29 percent, will be payments for obligations incurred 
in 1950 or in earlier years; the remainder will be for 1951 obligations.

Net new appropriations recommended for 1951 are 1.6 billion dollars 
less than those estimated for 1950. They represent total appropria
tions (including permanent appropriations) less those to be used to 
liquidate prior year contract authorizations. New contract author
izations (which will require later appropriations to liquidate) totaling
3.4 billion dollars are also included in this Budget, also about 1.6 
billion dollars less than the estimated new contract authority for 1950. 
Special authorizations to use the proceeds of Treasury borrowing in 
the financing of certain Government programs are included in the 
1951 recommendations to the amount of 1.4 billion dollars. This 
represents a decline of 6 billion dollars from the 1950 estimate for this 
type of authorization. The estimate for 1950, however, anticipates 
action by the Congress in providing supplemental public debt authori
zations of 2 billion dollars for the Commodity Credit Corporation, 
one-half billion dollars for the Reconstruction Finance Corporation, 
and stand-by borrowing authority of 1.7 billion dollars for the Federal 
Savings and Loan Insurance Corporation and the Federal home loan 
banks.

P r o g r a m s

The following sections describe the programs undertaken in each of 
the major functions of the Government and the new proposals I am 
making in this Budget. In addition, this year for the first time the 
Budget contains (in part II) improved presentations showing in detail 
the programs and performance of all Government agencies.

854000— 50--------n
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INTERNATIONAL AFFAIRS AND FINANCE

In 1951, as in every year since the war, the cost of our international 
programs will be large because far-reaching problems remain to be 
solved. Notable progress has been made toward foreign economic 
recovery, but some of the most difficult steps lie ahead. The threat 
of aggression still exists, requiring continued efforts to bolster the 
defenses of free nations. The economic underdevelopment of great 
areas of the world deprives their peoples of the adequate living 
standards in which free institutions can flourish, and deprives other 
peoples of needed resources which expanded world trade could bring.

The 1951 Budget provides for 4.7 billion dollars of expenditures on 
our international activities. This is 1.3 billion dollars, or more than 
20 percent, below estimated expenditures in 1950. This very sub
stantial reduction reflects the declining costs of our recovery and relief 
programs as they have stimulated and supported economic recon
struction, rising living standards, and growing political stability. My 
recommendations for 1951 represent the minimum amount required 
to carry our plans forward toward a successful conclusion. The con
tinuing and grave uncertainties which remain in the world situation 
make it imperative that we be prepared to adjust our efforts to accord 
with developments. If, however, we make at this time the investment 
necessary to achieve continued economic recovery, I expect the trend 
in total expenditures for our international activities to continue down
ward in subsequent years.

Recovery and relief costs, which in 1951 will be over 75 percent of 
international expenditures, will diminish rapidly as recovery pro
grams near completion, although new measures may become necessary 
to attain specific objectives in particular areas. At the same time, 
our programs for stimulating foreign economic development assume 
increasing importance, and expenditures for this purpose should in
crease somewhat in future years as political conditions stabilize and 
opportunities for mutually advantageous technological improvement 
and productive investment abroad increase. Furthermore, expendi
tures for foreign military assistance will remain substantial for several 
years as shipments are made under the programs authorized in 1950 
and proposed for 1951.

Conduct of foreign* affairs.—Expenditures in 1951 for the State 
Department, through which we conduct our foreign affairs, will 
be about the same as for the current year. The decline of war 
claims payments will be about offset by increased requirements in 
other programs, notably the Department’s recent assumption of
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INTERNATIONAL AFFAIRS AND FINANCE

[Fiscal years. In millions]

Program or agency

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

Conduct of foreign affairs:
State Department________ ___________ $134 i $187 1$190

49

$175

31

Participation in international organi
zations (present programs and pro
posed legislation)______ ______ _____ 38 58

Other________________________________ 1 1 1 0

3,100 
320

International recovery and relief:
European recovery program and 

other foreign aid (present programs 
and proposed legislation)___________ 4,040 

1,349

1 6

i 4, 062 
831

3, 250 
279Aid to occupied areas____________ ____

Aid to Korea (present programs and 
proposed legislation)______ _______ i S3 * 111 115

Reconstruction Finance Corporation 
(loan repayment)____ _______________ -4 1 -3 8 —38

Aid to refugees:
International Refugee Organiza

tion__________________ ____ _____ 73 70 25 25
Displaced persons program (pres

ent programs and proposed legis
lation) __________________________ 1 5 4 4

Palestine refugees (present pro
grams and proposed legislation). 

Other................................................ ........ .
8 15 20

288 23 3
Foreign economic development:

Export-Import Bank loans___________ —57 71 48
Inter-American development_________
Technical assistance to underdevel

oped areas (proposed legislation)____

12 11 8

25

7

35

$30

Foreign military assistance:
Mutual defense assistance program 

(present programs and proposed 
legislation)____ __ ________________ 160 645 648 500

Greek-Turkish aid (acts of 1947 and 
1948) _ ___ ____ __________________ 289 195

Assistance to China (act of 1948)____ _ 125
Philippine aid____________________________ 197 221 91 45

Total_______________________________ 6,462 5,964 4,711 3 4, 505 530

1 Includes transfer from funds for aid to occupied areas.
2 Less than one-half million dollars.
* This Budget also includes 518 million dollars of appropriations to liquidate prior year contract 

authorizations.

responsibilities in Germany. The international information and edu
cation program will continue at the expanded level to be reached 
this year.

Our Government also participates in many international agencies, 
principally the United Nations and its affiliates. Through such
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participation we are actively engaged in a cooperative and world
wide effort to build the foundations for continued peace and the social 
and economic betterment of all peoples. One important aspect of 
this effort has been the development of a set of principles and a 
mechanism, through the proposed International Trade Organization, 
for facilitating the growth of world trade on a multilateral basis. I 
again urge that the Congress approve the charter of the International 
Trade Organization and pass the necessary implementing legislation.

European recovery program.—A major problem of foreign policy 
today is the fact that certain key areas of the world, principally 
western Europe, are faced with the necessity of making fundamental 
and complex adjustments to the far-reaching changes in their trade 
and financial relationships which resulted from the war. The great 
achievement of the European recovery program to date has been to 
help these countries to recover from the devastation of war, to restore 
living standards, and to maintain political stability, and thus to place 
them in a position to make the adjustments that are required.

As a consequence of their situation, these countries have experienced 
an extraordinary need in recent years for commodities and equipment 
which could, for the most part, be supplied only by this country, but 
for which they were not able to pay by the export of goods and services. 
If we had permitted their imports to sink to the temporarily reduced 
level which they could finance, it would have drastically reduced 
their living standards and invited unrest and destructive economic 
nationalism. Instead, we have undertaken a planned and mutual 
effort designed to achieve, during a relatively short period of United 
States assistance, expanded foreign production and trade, an increase 
in exports yielding dollars and a lessening need for imports requiring 
dollars, and an increased international flow of investment capital, 
thus establishing the basis for economic growth and prosperity.

The European recovery program has made notable progress 
toward these objectives since its inception almost 2 years ago. As a 
result, 1951 appropriation requirements for all segments of the 
program, including that portion of our aid to western Germany which 
has previously been provided separately from funds for aid to occupied 
areas, will be more than 1 billion dollars below the amounts provided 
by the Congress for the same purposes in 1950. Serious obstacles, 
however, remain to be surmounted. A substantial expansion in inter
national trade and investment is necessary if the remaining adjust
ments are to be completed without involving serious economic and 
political dislocation.
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The past year has shown that this task will not be easy. To achieve 
an increased flow of trade and investment will require far-sighted and 
vigorous steps by the European countries, and by other nations as 
well, including our own, if international economic relationships 
are to be established on a sound basis. The funds included in this 
Budget for continuing our participation in the European recovery 
program are an essential element for further progress.

Other international recovery and relief programs.—Our economic 
aid to occupied areas similarly takes the form of recovery programs 
designed to balance their trade at levels adequate to maintain stability 
without continued United States assistance. During the current 
fiscal year, responsibility for economic aid to western Germany has 
been transferred from the Department of the Army to the Economic 
Cooperation Administration, and these costs will be met in 1951 from 
European recovery program funds. Army-administered aid to occu
pied areas in 1951 will therefore be limited almost wholly to Japan 
and the Ryukyu Islands. The substantial sums invested in Japanese 
recovery since the end of the war are yielding results which permit a 
reduction in 1951 outlays for this purpose  ̂ and bring us nearer to 
termination of this program.

Although I have urged the Congress to authorize a similar recovery 
program for the Republic of Korea, funds provided to date permit 
operation at only a relief level. Early enactment of the legislation 
now pending will permit recovery to proceed and hasten the date 
when our aid can be concluded. The estimates in this Budget antici
pate a start toward recovery in the remainder of the current fiscal 
year and substantial further progress in 1951.

Our remaining international requirements for purposes of relief, as 
contrasted with recovery, are chiefly those for assistance to refugees. 
The work of the International Refugee Organization will extend 
through 1951; its remaining work load, however, is substantially 
reduced, allowing a 65 percent reduction in our contribution below 
the 1950 level. The estimate for the Displaced Persons Commission, 
reflects my recommendation that the present Displaced Persons Act 
be speedily amended to make it fair and workable. The provision 
for aid to Palestine refugees is the present estimate of our share of the 
cost of the proposed United Nations’ program for restoring to produc
tive activity the several hundred thousand persons displaced during 
the recent conflict in Palestine.

Foreign economic development.—Since the end of the war, the urgent, 
though temporary, requirements for international recovery and relief

V,
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have of necessity taken priority over longer-range efforts to pro
mote world economic development. The devastation left by war had 
to be overcome. The restoration of economic strength to the world’s 
principal industrial areas necessarily had to precede any real economic 
progress in the less-developed parts of the world.

Now that recovery is well under way, we must increasingly turn 
our attention to measures for the gradual and permanent expansion 
of world production, trade, and living standards which are necessary 
for enduring world peace. Great potentialities for such expansion lie 
in the underdeveloped areas of the world, with riesulting benefits to 
the peoples of these areas and to other countries, including our own.

I again urge the Congress to authorize a program of technical assist
ance to enable the peoples of these areas to learn, and to adapt to their 
own needs, modern technological and scientific knowledge in such 
fields as agriculture, health, education, transportation, and industry. 
The achievements of our present technical assistance activities in the 
American Republics and in Europe attest to the success and practica
bility of this approach. This Budget provides for expenditures of 
25 million dollars for the new program. This includes the United 
States share in the cost of the program for technical assistance 
recently approved by the United Nations.

A second basic requirement for economic progress in underdeveloped 
areas is a substantial increase in the inflow of capital for productive 
investment. These areas should offer opportunities for private capital 
and private enterprise, if there is assurance of fair and equitable 
treatment for foreign capital such as is contained in the commercial 
treaties which are now being negotiated with many nations. Never
theless, there will remain certain abnormal risks which deter potential 
investors, and I again urge the enactment of legislation authorizing an 
experimental program by the Export-Import Bank to guarantee pri
vate developmental investments against such risks.

In many cases the flow of private capital may not be available or 
adequate, or particular circumstances may make governmental action 

• preferable. In such cases, the investment of public funds may be 
needed, through such institutions as the International Bank for Recon
struction and Development and the Export-Import Bank. These 
institutions are currently directing their emphasis to loans for develop
mental purposes.

Foreign military assistance.—Although economic recovery is the 
most essential condition to the maintenance of freedom and stability 
in western Europe and other regions of vital importance to our own
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security, economic vitality alone will not suffice to prevent aggression. 
Stronger military defenses are required, but these nations cannot 
unaided strengthen their defenses to a point sufficient to deter aggres
sion without seriously retarding their recovery efforts. To solve their 
dilemma and to strengthen our own defenses, we agreed last year to 
unite with our neighbors of the North Atlantic community in develop
ing and putting into effect an integrated defense plan for that area.

We have implemented that decision through the Mutual Defense 
Assistance Act of 1949, which provides for the supply of arms to the 
Treaty nations to supplement their own defense measures. The act 
also continues our previous program of assistance to Greece and 
Turkey, which has already achieved substantial success in ending the 
guerrilla threat to Greek independence and in strengthening Turkish 
defenses. In addition the act provides for military aid to certain other 
areas in the Middle and Fax* East.

The North Atlantic Treaty nations are now proceeding with the 
development of an integrated defense plan, the translation of that 
plan into equipment and supply needs, and a realistic determination 
of what each participant can do, both for itself and for the others, in 
meeting those requirements. For the current year the Congress 
provided 1 billion dollars for military assistance to the Treaty nations, 
and 359 million dollars for the other nations covered by the act. 
For the fiscal year 1951 I am recommending new obligational au
thority of 1.1 billion dollars, including 500 million dollars new con
tract authority.

Except for the previously authorized Greek-Turkish program, 
expenditures in 1950 will be relatively low, owing to late enactment 
of the new program and the time required for agreement on joint 
plans and for the subsequent determination of detailed requirements. 
Expenditures in 1951 for foreign military assistance will be almost 
twice as great as in 1950, and may rise somewhat further thereafter, 
owing to the long delivery time characteristic of military procure
ment.

Philippine aid.—The special concern and responsibility we feel for 
the progress of the Philippine Republic have taken the principal form, 
since the war, of assistance in the physical rehabilitation of damaged 
facilities and the payment of war damage claims. The cost of both 
of these programs will decline sharply in 1951 as they approach 
completion. We will continue to follow with sympathetic interest 

% the achievements of the Philippine people and to assist them in making 
their contribution to our common objectives.
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NATIONAL DEFENSE

Our expenditures for national defense continue to be the largest 
item in the Budget. Under current world circumstances, in which the 
strength of the United States is making such a vital contribution 
toward world peace, we must continue to make the expenditures neces
sary to maintain a position of relative military readiness. At the 
same time, we must plan our expenditures for national defense so that 
we will achieve our purpose at a reasonable cost, well within our 
capacity to sustain over a period of years.

This Budget represents a further step toward these objectives. It 
provides for active forces in a high state of training, available for 
immediate use if necessary and as a nucleus for rapid expansion in the 
event of an emergency, and for reserve forces, organized and trained 
for early mobilization if necessary. This Budget contemplates the 
continued development of planning for industrial mobilization and the 
accumulation of a stockpile of strategic and critical materials. It 
continues to emphasize research and development to keep our military 
technology abreast of scientific developments, and procurement of 
newly developed weapons to improve the equipment of the ready 
forces. At the same time this program is sufficiently flexible to pro
vide a basis for rapid changes should developments in technology or 
international conditions make thenrnecessary.

The recommendations for national defense in this Budget take into 
account the progress which has been made and can reasonably be antic
ipated in the programs now being developed for the effective integra
tion of our defense plans and organizations with those of other North 
Atlantic Treaty nations. These defense plans, together with our 
assistance in strengthening the forces of these countries through the 
mutual defense assistance program, should provide an increasing 
measure of security to free peoples on both sides of the Atlantic as well 
as elsewhere in the world.

For the past 2 years we have been adjusting our military pro
grams to achieve a balanced structure which can be maintained over a 
period of years without an undue use of national resources. The 
National Security Act of 1947 and the amendments to that act in 1949 
have provided a sound organizational framework within which to work 
toward this objective. Vigorous actions have been taken to reduce 
overhead, tojmprove efficiency, to eliminate activities of low priority, 
and to realign our armed forces in accordance with a unified strategic 
concept. As a result, the estimate of obligational authority for the 
1951 program of the Department of Defense, including certain obliga
tions in 1951 from 1950 authority, is 13 billion dollars, as compared
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with 14.2 billion dollars recommended for 1950 in the Budget a year 
ago.

My recommendations in this Budget provide for balanced land, 
naval, and air forces. In order to avoid the creation of forces involv
ing commitments over a period of years beyond what we could reason
ably expect to provide, I have had placed in reserve certain authoriza
tions for the current year which were provided primarily for the 
expansion of the Air Force. These recommendations for the Defense 
Department for 1951 contemplate substantially the continuation of 
the revised 1950 program.

The estimated obligational authority of 13.7 billion dollars for 1951 
includes 4.0 billions for the Army, 3.9 billions for the Navy, and
4.4 billions for the Air Force. In addition the recommendations 
include 0.8 billion for other Department of Defense activities, includ
ing retired pay and proposed legislation; and 0.6 billion for other 
national defense activities, mainly stockpiling of strategic and critical 
materials. Of this obligational authority expected to be required in 
1951, 11.4 billion dollars is appropriations and 1.4 billion dollars is 
contract authorizations, both requiring action by the Congress. In 
addition, 873 million dollars is to come from appropriations and 
contract authorizations which were placed in reserve in 1950 and are 
available for 1951 needs.

The estimated expenditures for national defense in 1951 of 13.5 
billions, including stockpiling and other defense items, are an increase 
of about 400 million dollars from estimated expenditures for 1950. 
The increase results almost entirely from procurement and other 
commitments made under authorizations previously approved by the 
Congress. Expenditures in subsequent years will reflect the reduction 
of new obligational authority for 1951.

Military strength.—Extension of authority for selective service, for 
which I plan to submit legislation, is vital as a positive demonstration 
of our resolve to maintain the strength of the free world. With it 
we will retain our ability to expand our armed forces rapidly in an 
emergency and will also insure adequate replacements to maintain 
the required strength of our active forces.

The extension of selective service authority will provide a temporary 
solution to the military manpower problem of the active forces, but 
will leave unsolved the problem of trained manpower for our reserve 
forces. I point out again the necessity of a program of universal 
training if we are to provide on a continuing basis sufficient numbers 
of men for the reserve forces, adequately trained to use effectively 
the increasingly complex machines of war.

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

1951



m 2 8 MESSAGE OF THE PRESIDENT

NATIONAL DEFENSE

[Fiscal years. In millions]

Program or agency

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

Department of Defense, military functions: 
Pay and support of active duty mili

tary personnel______________________
Operation and maintenance of equip

ment and facilities________ _________
Civilian components_________________
Research and development______ ____
Aircraft procurement...................... ........
Construction of ships

$4,435

3,418 
539 
688 

1, 230 
295

198
151

390

$4, 590

3,224 
705 
630 

1,656 
314

. 455 
299

487

$4,287

3,294 
740 
606 

2, 081 
298

678
182

491

70

-225

345
5

$4,292

3,406 
757 

i 594 
81 2 $1,937

Major procurement other than aircraft 
and ships_________  _________ _____ _ 755

Military public works _ ____ _______
Industrial mobilization, service-wide 

administration and finance, inter
service projects, and Office of Secre
tary of Defense_____________________

Tentative estimate for proposed legis
lation (including military public 
works)____________________________

535

132 240
Unexpended reimbursements from 

mutual defense assistance program -5 0

241
9

Department of Defense, civil functions:
Pay of retired military personnel_____
Other _____________ _______ _______ _

191
13

356 •

Subtotal, Department of Defense___
Activities supporting defense:

Stockpiling of strategic and critical
materials____________  _____________

National Advisory Committee for
Aeronautics--------------- -----------------

Reconstruction Finance Corporation. _ 
Other _ __ _________  __________

11, 548

299

49
-1 7

35

12,560

580

56
-81

33

12,852

650

65
-4 8

22

4

110,908

400

48

21

4

a 2,177

100

15

Tentative estimate for proposed legis
lation: Selective Service System

Subtotal_________________________
Deduct 1950 obligational authority deferred 

to 1951 ............................... .

11,914 13,148 13,545 »11,381 

-2 2

* 2, 292 

-851

Total_________ _____ _______________ 11,914 13,148 13, 545 311,359 1,441

1 Includes appropriations of 22 million dollars made for the fiscal year 1960 which will be available for 
obligation in the fiscal year 1951.

2 Includes contract authorizations of 851 million dollars made for the fiscal year 1950 which will be available 
for obligation in the fiscal year 1951.

s This Budget also includes 2,533 million dollars of appropriations to liquidate prior year contract authori
zations.
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The total personnel assigned to combat forces will be the greatest 
since the completion of the demobilization following World War II, 
although the amounts recommended for 1951 will provide about
3 percent fewer officers and enlisted personnel on full-time active 
duty than at present. In 1951, it is planned to continue the organized 
units of the reserve forces at approximately the strength which is 
expected to be achieved by the end of the current year, but with 
better equipment, facilities, ancl training.

MILITARY PAY STRENGTH 

[In thousands]

Regular and reserves on full-time 
active duty

Reserves in drill pay 
status

Mar. 31, 
1948

Dec. 31, 
1949 

(estimate)
1951 average 
(estimate)

October
1949

1951 average 
(estimate)

A rm y_______________________ ___________ _ 538 639 630 565 605
N avy and Marine Corps........ ....................... 488 492 461 213 256
Air Force________________________________ 368 416 416 82 118

Total______________________________ 1,394 1, 547 1,507 860 979

Under these recommendations for the Army, this Budget will pro
vide 10 divisions, 48 antiaircraft battalions, and other combat and 
service units. Complementing the active Army will be the National 
Guard with 350,000 personnel and the Organized Reserve with 255,000 
in regular training.

The Navy under these recommendations will operate an active 
naval fleet of 652 ships including 238 combatant ships. Six Marine 
Corps battalion landing teams will be maintained. A total of 5,900 
aircraft will be operated by the active forces, and 2,500 by the reserve 
forces. Supplementing the Navy and Marine Corps will be 204,850 
members of the Naval Reserve and 50,772 of the Marine Corps 
Reserve in regular training.

It is contemplated that the active Air Force will be organized into 
48 groups and 13 separate squadrons, approximately its present 
strength. The Air National Guard and Air Force Reserve will be 
organized into 27 groups and 25 base wings, respectively. A total of
8,800 airplanes, from trainers to heavy bombers, will be operated by 
the active Air Force, and in addition 3,400 by the Air National Guard 
and the Air Force Reserve.
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Pay and support of active duty military personnel.—The services 
of the officers and enlisted men and women on active duty will require 
4.3 billion dollars, over one-third of Defense Department military 
expenditures. This will provide for pay, allowances, subsistence, 
travel, and clothing for the active forces at the new rates of pay and 
allowances set by the Career Compensation Act of 1949.

Operation and maintenance of equipment and facilities.—Estimated 
expenditures of 3.3 billion dollars will provide for operating and main
taining the aircraft, ships and vehicles, the airfields, training centers, 
hospitals, depots, various headquarters, ports, and other stations. 
Most of this amount will be required for the pay of civilian employees 
in these activities. These employees constitute the bulk of the 
approximately 725,000 civilian employees expected to be engaged in 
the military functions of the Defense Department in 1951. This 
represents a substantial reduction from the 865,000 provided for in 
the 1950 Budget.

Civilian components.—I have consistently stressed the importance 
of the civilian components of our armed forces. The Army and Air 
National Guard and the Air Force, Army, Navy, and Marine Corps 
Reserves will require estimated expenditures of 696 million dollars 
in 1951, as compared with the 663 million dollars estimated for 1950. 
This will provide for the training of forces totaling 979,000, which 
approximates the number expected to be in regular training by the 
end of the current year. Continued improvements are planned in 
the equipment available to these forces and in the effectiveness of their 
training programs. In order to overcome a major deficiency in the 
program for these forces, I recommend that the Congress authorize 
the construction of additional armories and similar training facilities. 
Funds for this purpose are included in the amount estimated for 
proposed legislation.

In addition the Reserve Officers' Training Corps of the Air Force, 
Army, and Navy will necessitate expenditures of 44 million dollars in 
1951 to provide a continuing source of junior officers for the reserve 
forces and a portion of the junior officers required by the active forces. 
This will provide an estimated 19,000 new junior officers in 1951, an 
increase of 2,000 over the estimate for 1950.

Research and development.—The experiences of the last war clearly 
demonstrated the decisive importance in modern warfare of superior 
weapons and equipment and of the application of scientific research 
to the production of new weapons and techniques of combat. In
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peacetime, as well as war, scientific and technical advances here and 
abroad make possible continuing improvements in the performance of 
military weapons, and open to us and to other nations the possibilities 
of new types of weapons which can profoundly affect military con
cepts and tactics.

We must continue a broad and active program of military research 
and development. The research and development programs of the 
Department of Defense, together with the related programs of the 
Atomic Energy Commission, the National Advisory Committee for 
Aeronautics, and other agencies of the Government, have as their 
objectives to develop improved weapons and equipment for the mod
ernization of our military forces, to exploit the possibilities of new 
types of weapons and devise defenses against them, and to stimulate 
scientific research likely to have future military applications.

Expenditures of the Department of Defense for research and 
development in 1951 are estimated at 606 million dollars, slightly 
less than in the current year. This amount includes the principal 
costs of the research and development activities, except for the 
construction of research facilities and the pay and support of military 
personnel engaged in research and development activities.

Aircraft procurement.—Procurement of complete aircraft will 
require expenditures of 2.1 billion dollars in 1951 for approximately 
2,300 airplanes, compared with 1.7 billion dollars for approximately
2,800 airplanes in 1950. The change in average unit cost reflects the 
increasing complexity and cost of individual airplanes.

The recommendations in this Budget will provide for new contracts 
to be made in 1951 totaling 2.0 billion dollars, compared with 1.9 
billion dollars in 1950. This contemplates that 851 million dollars 
of 1950 authorizations being held in reserve will be applied against 
requirements for aircraft to be contracted for in 1951.

Approximately 3.3 billion dollars of unexpended authorizations 
contracted for in 1950 and prior years will be carried forward into 
1951. This carry-over, together with the contracts to be made in 
1951, will provide 5.3 billion dollars of complete aircraft to be delivered 
and paid for in 1951 and subsequently. Under present procurement 
plans it is estimated that, in addition to the 1951 deliveries of 2,300 
airplanes, approximately 3,100 airplanes will be delivered in 1952 
and later years from authorizations provided prior to that time.

Construction of ships.—Naval ship construction will require 298 
million dollars of estimated expenditures in 1951. While no new 
obligational authority is recommended in this Budget, the 1951
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expenditures will be only slightly less than the 314 million dollars 
estimated for 1950. Various substitutions and adjustments have 
been made during the past year in the uncompleted portion of the 
shipbuilding program. In addition to work completed in 1951, 467 
million dollars of presently authorized naval ship construction will 
remain to be completed in 1952 and later years.

Major procurement other than aircraft and ships.—Major procure
ment other than aircraft procurement and ship construction, will 
require expenditures of 678 million dollars, a 50 percent increase over 
the estimate for the current year and more than three times as much 
as in 1949. This will provide, mainly, combat equipment for Army 
and Marine Corps troops, equipment for modernizing the fleet, non
combat vehicles for the three military departments, and ammuni
tion, torpedoes, and guided missiles. The substantial increase in 
expenditures in 1951 results largely from the sizable expansion in 
this program during the past 2 years. The new obligational authority 
recommended for 1951, totaling 755 million dollars, will be at a 
moderately higher level than 1950. This will continue the larger 
procurement program embarked on in 1949 and continued with 
increases in 1950.

Amounts included for combat vehicles, artillery, guns, and other 
equipment for Army and Marine Corps troops will permit substantial 
modernization of the equipment for the ready forces, and will reflect 
the progress of our research and development efforts. It will provide 
an orderly step in the replacement of the equipment left over from 
World War II which by the end of 1951 will be at least 6 years old and 
therefore in need of substantial improvements in design as a result of 
technical and scientific developments. The equipment for moderniz
ing the fleet will give emphasis to the role of antisubmarine warfare.

Military public works.—Construction of military public works will 
result in considerably smaller expenditures in 1951 than in 1950. This 
is largely because only part of the authorizations proposed in my 1950 
Budget were enacted. Exclusive of the construction for which legis
lative authorization will need to be made, 1951 expenditures are esti
mated at 182 million dollars compared with 299 million dollars for 
1950. This will provide for such construction as housing for troops 
and their families, operational facilities, and facilities for research and 
development. The obligational authority necessary for additional 
projects not yet authorized by legislation are included in the tentative 
estimate for proposed legislation.
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Industrial mobilization, service-wide administration and finance, inter- 
service projects, and Office oj the Secretary of Defense.—The Defense 
Department’s part in industrial mobilization planning will provide for 
maintaining machine tools and stand-by industrial plants, for tooling 
of pilot production lines, and for placing educational orders, as well as 
for continuing industrial mobilization planning studies with industry. 
Expenditures for this purpose are estimated at 109 million dollars in 
1951 compared with 117 million dollars in 1950.

Other Defense Department activities, largely of service-wide nature, 
will result in expenditures estimated at 382 million dollars, a slight 
increase from 1950.

Proposed legislation {including military public works).—In order to 
provide for early starts on projects and activities for which legislation 
is proposed I am including an estimate of 372 million dollars for new 
obligational authority, the largest part of which is for military public 
works for both regular and reserve forces.

Unexpended reimbursements from mutual defense assistance pro- 
gram.—The Defense Department receives reimbursements for some of 
the equipment which it takes from its stocks to ship to other countries 
under the mutual defense assistance program. The manufacture and 
delivery of equipment out of these reimbursements will, for the most 
part, not be possible before the following year. Hence these re
imbursements will appear as credits in Defense Department expendi
tures in 1950 and 1951. As deliveries from these funds are made in 
future years, compensating increases in Defense Department ex
penditures will result.

Pay of retired military personnel.—Amounts are appropriated an
nually to provide the cost of pay for retired military personnel. The 
expenditures of 345 million dollars estimated for 1951 provide this 
retirement pay for persons whose services were for the most part 
rendered prior to World War II. The Government is at present 
incurring obligations for future payments at a rate two and one-half 
times the current retired pay expenditures.

Stockpiling of strategic and critical materials.—The stockpile pro
gram will provide the means for augmenting the supplies of materials 
expected to be available to us in time of emergency. Accelerated 
progress toward present objectives will be made during the year since 
available supplies have increased somewhat, partly as a result of 
orders placed previously to encourage new development.
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I recommend 500 million dollars of new obligational authority for 
this program in 1951. This amount when added to the authority 
already available will provide total authority for deliveries in 1951 
and later years of 1.1 billion dollars. Expenditures are expected 
to rise from 580 million dollars in 1950 to 650 million dollars in 1951.

The recommended new obligational authority will bring the funds 
for the stockpile to within 729 million dollars of the present total 
objective of 3.3 billion dollars. By the end of 1951, 65 percent of 
the stockpile will be delivered, and an additional 13 percent will be 
under contract for delivery after 1951. We’will be nearer to our goals 
for the materials the supply of which would be the most susceptible 
to interruption, than for the stockpile as a whole.

National Advisory Committee for Aeronautics and other activities 
supporting defense.—Expenditures for all other activities supporting 
defense will total 43 million dollars, after deducting 48 million dollars 
of net receipts in the defense activities of the Reconstruction Finance 
Corporation. Slight increases in funds will be necessary for the 
National Advisory Committee for Aeronautics to move forward with 
its basic research activities in aeronautics. The funds for the National 
Security Resources Board will be maintained at about the present level, 
and the cost of maintaining industrial reserve plants by the General 
Services Administration will decline slightly. Other activities pro
vided for include the Selective Service System as well as various 
defense activities of other agencies. The defense activities of the 
Reconstruction Finance Corporation, having to do with rubber, tin, 
and fibers, will result in larger receipts than expenditures, mainly 
as a result of reduction of inventories.

VETERANS’ SERVICES AND BENEFITS 1
Expenditures of 6.1 billion dollars are estimated for veterans’ 

programs, one-seventh of all Budget expenditures estimated for 1951. 
The size of these requirements reflects the fivefold increase since 1939 
in the number of living veterans and the new readjustment benefits 
provided for the World War II veterans, as well as the increases in 
rates of benefits and in services to veterans generally.

Most of the expenditures for veterans’ benefits and services are not 
controllable by the ordinary appropriation process. Expenditures 
depend largely on how many of our 19,000,000 living veterans, and 
how many dependents of deceased veterans, apply and qualify for 
aid under some 300 laws. The variable impact of veterans’ programs 
on the Budget is indicated by the fact that expenditures for the
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fiscal year 1950 are now estimated 1.4 billion dollars higher than they 
were estimated a year ago. As a result, it now is necessary not only 
to request restoration of the appropriations for the Veterans Adminis
tration eliminated by the last session of the Congress, but also to 
recommend additional supplemental appropriations for 1950.

Expenditures in the fiscal year 1951 are estimated to decline 825 
million dollars from the level for the current year. In the next few 
years we should be able to see a further substantial reduction in 
Budget expenditures for veterans’ programs, as the temporary read
justment benefit programs taper off or expire under existing legisla
tion. On the other hand, it should be recognized that permanent 
veterans’ laws will necessitate high expenditures for many years. 
In particular, expenditures for pensions and for hospital and medical 
care will continue to increase from year to year.

I have called attention in previous Messages to the responsibilities 
which our Nation has toward its veterans and to our efforts to assist 
them to resume as nearly as possible their normal places in our society. 
We have provided a comprehensive and complete program of special 
Government benefits for veterans of all wars—including extensive 
economic aids, education and training assistance, job reinstatement 
and preference rights, as well as extensive medical and other services. 
Veterans, as citizens, of course, are also benefited under the general 
programs developed in the last 15 years to maintain high employment 
and to advance the Nation’s economic welfare.

Almost 2,000,000 veterans with disabilities incurred in the service, 
and over 300,000 families of veterans deceased from service causes, 
are now being assisted under the veterans’ programs. Our primary 
long-run obligations in providing veterans’ benefits and services are 
to this group. We must give them timely help to surmount the 
economic and physical handicaps sustained as the result of military 
service and to assist them to assume the full responsibilities of civilian 
life. In the last 2 years, substantial additional increases in compensa
tion rates to dependents and to veterans of World Wars I and II 
have brought the rates to this group reasonably into line with the rise 
in the cost of living since 1939.

The remaining 17,000,000 veterans are practically all without 
service disabilities. The Government has made available liberal 
benefits to help all veterans of the two world wars make the transition 
from military to civilian life. The veterans of World War II, in 
particular, have received readjustment benefits to assist them in 
obtaining education, training, jobs, businesses, and homes. Most of 
the citizen-soldiers of World War II returned to civilian life 4 years

854000— 50--------in
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ago and have had adequate opportunity to reestablish themselves in 
their communities. The original, sound purposes of the Servicemen’s 
Readjustment Act have largely been served. Some of the benefits 
under the act have already terminated and the need for others, such 
as education and training benefits, is drawing to a close.

Veterans without service disabilities will continue to be eligible for 
liberal benefits under the permanent veterans’ laws after the termina
tion of temporary programs. At the same time, these veterans are 
eligible in many cases for benefits under the general social security 
programs of the Government. We now seek to improve and to 
broaden the general social security programs to provide protection 
against the economic hazards of old age, disability, illness, and un
employment. The social security proposals pending in the Congress 
apply to all the people, including veterans. In the pending bill to 
improve the old-age and survivors insurance system, veterans would 
receive credit for the period of military service during World War II 
toward benefits under the system. On the other hand, proposals are 
also pending in the Congress to increase greatly the special programs 
for veterans, who with their dependents now comprise about two-fifths 
of our total population. There is real cause for concern that we may 
overlook the close relationship of these two systems and superimpose 
on the general system of benefits an overlapping and unwarranted 
series of special benefits for veterans.

I again urge that in considering new or additional aids for veterans 
without service disabilities, the Congress judge their necessity not 
merely from the standpoint of military service, but also on the basis 
of benefits under the general social security, health, and education 
programs available to all the people, including veterans. Our ob
jective should be to make our social security system more compre
hensive in coverage and more adequate, so that it will provide the 
basic protection needed by all citizens. We should provide through 
the veterans’ programs only for the special and unique needs of 
veterans arising directly from military service.

I am sure that our veterans are willing to share with other citizens 
in the benefits which can be gained for all through a positive program 
of economic and social advancement. They recognize that their best 
interest is inseparable from the best interest of the Nation. For a 
democratic Nation like ours can thrive only as all its citizens— 
veterans and nonveterans alike—are enabled through fair and equal 
opportunities to live as self-respecting, self-reliant men and women 
in a free and prosperous country.
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VETERANS* SERVICES AND BENEFITS 

[Fiscal years. In millions]

Program or agency

Expenditures

1949
actual

1950
estimated

1951
estimated

New obligational 
authority for 1951

Appropria
tions Other

Readjustment benefits (Veterans Admin
istration) :

Education and training._____________
Unemployment and self-employment

allowances-____ __________ ________
Loan guarantees.......................................
Other.......................................... ...............

Compensation and pensions (Veterans
Administration) .................................. ........

Insurance (Veterans Administration)____
Hospitals, other services, and administra

tive costs:
Construction:

Veterans Administration...............
Corps of Engineers (A rm y)______
General Services Administration.. 

Current expenses:
Veterans Administration:

Hospital and medical care____
Other activities-....... ................

All other agencies.................. ...........

Total............................ ..................

510
40
87

2,154 
95

595
345

2

$2, 718

153
61

105

2, 243 
518

82
141

2

584
296

2

$2,481

61
68
78

2, 237 
39

157
97
1

590
269

2

$2,681

2,237
39

0)

607
281

2
6,905 1 5,847

i This Budget also includes 160 million dollars of appropriations to liquidate prior year contract authori
zations for hospital construction.

Readjustment benefits.—By the end of the fiscal year 1951 it is esti
mated that under the Servicemen’s Readjustment Act 8,000,000 
veterans will have received education and training benefits at a cost 
of 12.9 billion dollars, and that 9,000,000 will have drawn unemploy
ment and self-employment allowances totaling 3.9 billion dollars. In 
addition 2,400,000 veterans will have obtained 13 billion dollars in 
loans for homes, farms, and businesses under the Government loan 
guarantee program for veterans.

The average enrollment in school, job, and farm training courses 
under the education and training provisions of the Servicemen’s 
Readjustment Act is expected to decline from 1,986,000 in the current 
year to 1,837,000 in 1951 and to require expenditures of 2.5 billion 
dollars.

The education and training program, however, is now considerably 
bigger than had been expected. The average number of participants
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in 1950 is estimated at 400,000 above the level anticipated a year 
ago. Largely because of this unexpected increase I shall soon transmit 
to the Congress a supplemental appropriation estimate of about 700 
million dollars to cover the higher expenditures now estimated for the 
current fiscal year. The bulk of the increase is in schools below the 
college level, particularly in trade and vocational schools. While 
enrollment in other courses is decreasing, enrollment in these courses 
is still increasing and in 1951 is estimated to average 936,000—41 
percent higher than in 1949 and 14 percent higher than estimated for 
the current fiscal year.

The continued expansion of enrollment in schools below college level, 
more than 4 years after most veterans have been returned to civilian 
life, raises the question whether this program still conforms to the 
original sound objectives of the Servicemen’s Readjustment Act— 
to enable veterans to resume education or training interrupted by the 
war or to restore skills lost during military service. There is some 
question whether large numbers of veterans enrolled in these schools 
are in fact being trained for occupations for which they are suited and 
in which they will be able to find jobs when they finish their training. 
I have asked the Administrator of Veterans’ Affairs and the Director 
of the Bureau of the Budget to study this situation thoroughly and to 
recommend to me any corrective measures, administrative or legis
lative, which should be taken to assure that our expenditures for this 
program yield a proper return both to the veterans and to the Nation 
as a whole.

Since July 1949, under the terms of the “ GI bill” , veterans discharged 
from service remain eligible for unemployment and self-employment 
allowances for only 2 years after date of discharge. On the average
59.000 claimants are expected to draw allowances, estimated at 61 
million dollars, in the fiscal year 1951. This compares with an aver
age of 1,400,000 veterans receiving allowances in the peak year of this 
program, fiscal year 1947.

Under the Government loan guarantee program, it is expected that
386.000 veterans will obtain loans, almost all for homes, amounting to 
over 2 billion dollars in the fiscal year 1951. The estimated outlays 
of 68 million dollars for this program are chiefly for the payment of 
the first year’s interest on the guaranteed portion of the loans. Ex
penditures for losses on defaulted loans are now relatively small, al
though the contingent liability is sizable since the amount of the 
Government guarantees is now about 48 percent of the total loans. 
In addition to guaranteeing veterans’ loans, the Government also 
purchases guaranteed mortgages held by financing institutions.
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(Mortgage purchases are classified under housing and community 
development.)

The “  other” expenditures for readjustment benefits cover allow
ances for burial expenses of veterans, tuition and supplies for disabled 
veteran trainees, and Government grants for special housing for 
certain seriously disabled veterans.

Compensation and pensions.—It is estimated that an average of
3,058,000 individuals and families will receive compensation and 
pension payments totaling more than 2.2 billion dollars in the fiscal 
year 1951. Beginning in 1951 disability retirement payments of 
78 million dollars to 31,000 Reserve officers, shown in this item in 
prior years, have been transferred to the military retired pay account 
of the Department of Defense. Apart from this reclassification to 
national defense, there is an estimated net increase in 1951 of 99,000 
in the average number of cases, and of 71 million dollars in expendi
tures over the current year, entirely for cases without service dis
abilities.

The 1951 expenditure estimate of 2.2 billion dollars includes 1.5 
billion dollars in compensation for service-connected cases, covering 
an average of 344,000 families of deceased veterans and 1,981,000 
veterans with disabilities. The compensation and pension total also 
includes 160 million dollars for subsistence allowances to service- 
disabled veterans in the vocational education and training program. 
Pension payments to an average of 732,000 non-service-connected 
cases in 1951 are estimated to total 553 million dollars, about two- 
thirds to living veterans and one-third to survivors of deceased 
veterans.

Insurance.—The Government reimburses the veterans’ life insurance 
trust funds for payments on account of deaths traceable to war 
hazards, and also pays directly certain claims to veterans who failed 
to meet the regular standards of insurability. The expenditures in 
the fiscal year 1950 include nonrecurring transfers of 413 million 
dollars to the national service life insurance fund arising from a 
resurvey of the Government’s liability for such contributions. Ex
penditures in 1951 for insurance claims payable by the Government 
are estimated at 39 million dollars.

Hospital and domiciliary construction.—Construction of hospitals to 
provide 37,000 new beds and additional domiciliary facilities, costing 
872 million dollars, is now about one-third completed. By June 1951 
it is estimated that three-fourths of the work will have been done.
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When this program is finished, there will be sufficient beds to provide 
adequately for foreseeable needs for all service-connected cases and 
a more liberal allowance of beds than at present for non-service- 
connected cases. Obligational authority already available is more 
than adequate to meet the needs of the program now under way.

Hospital and other services and administration.—Current expenses 
for hospital and medical care are estimated at 590 million dollars in 
the fiscal year 1951. About four-fifths of these expenditures are for 
the in-patient care program, and in this program two-thirds of the 
cases currently are non-service-connected. A daily average of 138,000 
patients in hospitals and homes is estimated for 1951, about 9,000 
more than were cared for in 1949 and 4,000 more than in the current 
year. The other one-fifth of the expenditures is largely for the out
patient medical and dental care programs.

Other current expenses, which are chiefly the costs of administering 
and operating the nonmedical benefits programs and of general admin
istration of the Veterans Administration, are estimated to decline in 
1951 to 269 million dollars.

Trust accounts.—The national service life insurance and Government 
life insurance trust funds operate as mutual insurance systems on a 
commercial pattern, except that no administrative expenses are paid 
by them and the amounts held in reserve and as surplus are invested 
in Government obligations by the Secretary of the Treasury. Vet
erans of World Wars I and II and present servicemen now hold about
6,800,000 active policies in these two systems. Premiums and earn
ings, supplemented by Government payments of over 4 billion dollars 
for claims involving deaths and disabilities resulting from extra 
hazards of military service, have built up assets in these two funds to 
an estimated 9.7 billion dollars at the present time.

The Government life insurance fund has been on a dividend-paying 
basis since 1921. A special dividend of 40 million dollars was paid 
early in the fiscal year 1950. The first national service life insurance 
dividend, amounting to an estimated 2.8 billion dollars and payable 
to all servicemen of World War II who hold or have held policies, has 
been declared. Payments are now scheduled to begin shortly. It is 
estimated that 2.2 billion dollars will be disbursed in the current fiscal 
year and the balance in 1951 or later, as applications are filed. In the 
next few years a regular dividend schedule is to be established for 
national service life insurance. These dividends are not a Budget 
expenditure since they are paid from the trust funds.
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VETERANS* LIFE INSURANCE FUNDS 

(Trust accounts)
{Fiscal years. In millions]

Item 1949
actual

1950
estimated

1951
estimated

Receipts:
Transfers from general and special accounts.......................... $89 $487 $33
Interest on investments_______ _________________________ 255 261 210
Premiums and other___________________________ ____ ____ 431 446 465

Total........................................................................................... 775 1,194

2,303
427

708
Expenditures:

Dividends to policyholders______________________________ 11 563
Benefits and other_____________ _________________________ 382 436

Total............. ................................................................. .......... 393 2,730 999

Net accumulation_____________________________________ 382 -1,536 -291

SOCIAL WELFARE, HEALTH, AND SECURITY

The coming year will be an extremely significant one for the Nation’s 
social security program. The decisions of the Congress on pending 
legislation will determine the direction which this country will follow 
in providing basic protection against the major economic hazards of 
old age, unemployment, illness, and disability. It is my strong belief 
that it is a responsibility of the Government to provide this protection, 
and to provide it in a manner that is consistent with our ideals of 
independence and self-reliance—through the already established and 
tested principle of contributory social insurance. This was the basic 
philosophy of the Social Security Act, in which the major role was given 
to social insurance, financed mutually by employers and employees, 
with benefits available as a matter of right without a means test. 
Public assistance was given only a supplementary role to fill in the 
diminishing gaps in insurance protection.

The effects of our failure in recent years to carry out this philosophy 
are already dramatized by the increase in the public assistance rolls. 
Because the protection of social insurance is so limited and inadequate, 
far too many people have been forced to seek public relief. In some 
States, for example, half the aged people are on the relief rolls. Ap
proximately 2,700,000 aged people and 1,500,000 dependent children 
now receive public assistance. By contrast, only 1,900,000 aged 
persons receive insurance benefits and 800,000 children and their 
mothers receive survivors benefits under the old-age and survivors 
insurance system. Average old-age insurance benefits are only 26
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dollars a month compared with average old-age public assistance 
benefits of 45 dollars.

Public demand for some form of basic financial protection against 
loss of earning power is evident in the keen interest of wage earners in 
industrial pension and insurance plans. There can be no question 
that our society can and should provide such protection. What I wish 
to (emphasize is that the basic approach should be through a compre
hensive public program of old-age, survivors, and disability insurance, 
rather than through a multiplicity of unrelated private plans, which 
would inevitably omit large numbers of the working population and 
treat others unequally. Private plans and voluntary insurance can 
then provide desirable supplemental protection.

I urge that the Congress enact legislation to expand and improve 
the old-age and survivors insurance system in accordance with the 
recommendations made last spring. Specifically, nearly all gainfully 
employed people, including farmers and the self-employed, should be 
covered; benefits should be increased sharply; and disability should 
be added to the risks covered. It is also important that the tax base 
be raised to the first 4,800 dollars of earned income, not only to reflect 
changes in wage levels since 1939, but also to bring both receipts and 
benefits to proper levels.

The recommended program will cover about 85 percent of all em
ployed people, and will thus gradually reduce the need for public 
assistance. In the meantime, however, it is necessary to provide 
some help for those persons not yet protected by social insurance, as 
well as for those who would need public aid even with an adequate 
social insurance system. I therefore renew my recommendation of 
last year that the program of Federal grants to States for public 
assistance be extended and improved. The proposal that I submitted 
to the Congress last spring was designed to permit Federal sharing in 
the cost of aid to needy persons excluded from the present program, 
as well as in the cost of essential medical and welfare services. It was 
also designed to make Federal grants more responsive to the financial 
resources of each State. Within the framework of general policy 
under the Social Security Act, the States are responsible for determin
ing the size of benefit payments and the eligibility of individuals for 
assistance. In adopting amendments to the present program, we 
should continue to rely on the States to bear a considerable share of the 
financial responsibility.

In the field of health, I presented a set of recommendations to 
the Congress on April 22, 1949, outlining in some detail a program for 
the Nation, centering in a national system of medical-care insurance. 
Since that time, the extension and enlargement of the hospital con
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struction program which I recommended has been enacted, and con
siderableheadway has been made on some of my other recommendations. 
I hope that the Congress will soon complete action on legislation 
to increase Federal assistance to local health services. Strength
ening of these is fundamental to our national health. In addition, 
legislation should be enacted to provide financial aid to medical and 
related schools to encourage the training of additional medical per
sonnel. In the case of nurses, tuition scholarships and subsistence 
aids should be made available for training graduate nurses, and grants 
should be made to States for vocational education for practical nurses, 
to encourage more young women to enter the profession.

To fill in a major gap in our social security system, I again strongly 
urge the adoption of legislation providing for a comprehensive system 
of prepaid medical care insurance. This should be geared in with 
our other social insurance programs and financed predominantly by 
employer and employee contributions.

Action on these measures should no longer be delayed. We cannot 
in good conscience let our social security system remain in the blue
print stage, and allow relief programs to become our primary defense 
against want.

This Budget contains estimates for all of my proposals. The 
greater part of them would be financed through special taxes, with 
receipts going into Government trust funds and payments being made 
directly from the funds. Social insurance benefits, by providing 
support for the aged and disabled and their dependents, help to relieve 
individual families, employers, and communities of this burden. At 
the same time, by replacing the present haphazard arrangements 
with a comprehensive pattern of social insurance, we promote the 
stability of the economy and preserve the self-respect of all our 
citizens.

My proposals will add an estimated 271 million dollars to Budget 
expenditures in 1951, principally in the form of grants to States. Of 
this amount, 200 million dollars is for improvement of public assist
ance and 67 million dollars for health programs. These items, plus 
increases under existing legislation in these two fields, are expected to 
cause Budget expenditures for social welfare, health, and security to 
rise in the fiscal year 1951 to a level of 2.7 billion dollars, an increase 
of 417 million dollars over the current year. Aside from proposed 
legislation, the primary cause of the increase is a rise in grants to 
States for public assistance and hospital construction. Included in 
the total is 594 million dollars representing the transfer of pay-roll 
tax receipts to the railroad retirement trust fund.
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SOCIAL WELFARE, HEALTH, AND SECURITY

[Fiscal years. In millions]

Program or agency

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

Assistance to the aged and other special 
groups:

Federal Security Agency:
Public assistance:

Present programs................ ....... $922 $1,146 $1,201 
200

$1,201 
250Proposed legislation...................

Vocational rehabilitation:
Present programs...................... 15 26 24 24
Proposed legislation____ ______ 4 4

Other....................................... ............ 4 2 2 2
School lunch (Department of Agri

culture) ____________________________ 75 83 83

594

84
Retirement and dependents’ insurance: 

Railroad Retirement Board................... 579 603 594
Federal Security Agency and other___

Promotion of public health:
Federal Security Agency:

Present programs____________ ___

5 10 7 7

161 259 334

30

190

45

$163
Proposed legislation:

Aid to medical education_____
Local health9services.................. 5 5
Children’s Bureau grants......... 7 10
School health services________ 25 35

General Services Administration and 
other...................... .............. .............. ..... 10 21 32 6

Crime control and correction (Department 
of Justice and other)— _________________ 88 93 99 101 1

Indian welfare (Interior) and other..............
Accident compensation (Federal Security

32

15

29

25

39

28

39

28

1

Total......................................................... 1,907 2,297 2,714 i 2,625 165

i This Budget also includes 151 million dollars of appropriations to liquidate prior year contract author
izations.

I recommend again that the Federal Security Agency be given de
partmental status; its functions are so important to the domestic 
policies of the Government that the head of this Agency should be a 
member of the President’s Cabinet.

Assistance to the aged and other special groups.—Grants-in-aid to 
States for public assistance to the needy aged, the blind, and dependent 
children are expected to reach 1.2 billion dollars in 1951 under the 
present program, with the Federal share averaging about 52 percent 
of total payments by State and local governments to these groups. 
For some time, the number of recipients has been increasing and 
now exceeds 4,000,000 persons; it is expected to average 4,600,000
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during 1951. Average benefits are also expected to continue their 
rise. As a result, Federal expenditures will exceed those for the 
current year by an estimated 55 million dollars. The Budget contains 
an additional 200 million dollars as the first-year expenditure estimated 
for proposed legislation to cover all the needy and to put the program 
on a variable grant basis. The revised formula which I have recom
mended would relate grants to the financial resources of the individual 
States and would also permit the Federal share to be held within 
reasonable limits.

I am also proposing legislation to strengthen the Federal-State 
program of vocational rehabilitation and to provide^additional oppor
tunities for rehabilitation of the more severely handicapped. By 
enabling these people to become productive workers, instead of liabili
ties to their families and communities, we are enhancing our national 
supply of skills and productive ability. The Budget includes 4 million 
dollars for the first year under the proposed legislation.

Railroad retirement insurance.—The amount of 594 million dollars 
included as an expenditure in the Budget is actually the transfer of 
special tax receipts to a trust account for payment of benefits to re
tired railroad workers and their survivors. Apart from credits for 
military service, the program is financed by taxes on railroad wages, 
shared equally by employees and employers* Under present law, 
the transfers of tax receipts to the fund must be made in advance of 
collection and thus interest begins to accrue to the fund before the 
taxes are collected. To avoid this payment of interest on money not 
yet received, the Congress should direct that these taxes be transferred 
to the trust fund when received, as is now done with the old-age and 
survivors insurance taxes.

I recommend also that the Congress revise the procedure for making 
Federal Government payments for military service credits allowed to 
railroad employees. Such payments to the railroad retirement trust 
fund should be made annually in the years ahead on the basis of claims 
actually approved as workers retire. As the law now stands, these 
payments are made in advance, without adequate relationship to 
eventual requirements for actual benefits. To cover such future 
claims, 193 million dollars has already been advanced to the trust 
fund. Unless the law is amended as recommended in this Budget, 
further payments of approximately 33 million dollars will be required 
in each of the next four fiscal years.

Promotion of public health.—Federal expenditures for public health 
are mainly for grants-in-aid to States and for research. Of the 334
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million dollars estimated for existing programs in the fiscal year 1951, 
213 million dollars is for financial assistance to the States for general 
public health services and for a wide variety of special State and local 
programs, including hospital construction, maternal and child health, 
tuberculosis control, and mental health. The increase of 75 million 
dollars in expenditures over 1950 for existing programs is caused 
largely by a rise in grants to liquidate prior years' hospital construc
tion authorizations. This program is helping communities throughout 
the Nation to reduce the hospital shortage.

Because adequate general public health services are basic in our 
health program, I am recommending that grants for this purpose be 
increased by 9 million dollars, bringing them up to 23 million dollars, 
the maximum authorized under existing law. An additional 5 
million dollars is included for proposed legislation to increase these 
grants beyond the existing ceiling. At the present time, most of the 
counties of this Nation lack, either wholly or in part, the basic local 
public health services which must form the foundation for our efforts 
to improve the Nation’s health. The increase permitted by existing 
law will provide only a start toward meeting this serious deficiency. 
New legislation is, therefore, needed to remove the existing statutory 
ceiling and provide a sound basis for aiding States in the future 
development of adequate local health services.

Other proposed legislation is expected to add 62 million dollars to 
expenditures, of which 30 million dollars is for aid to medical educa
tion to increase enrollments in schools of medicine, nursing, dentistry, 
and public health, and 7 million dollars is for expansion of health 
and welfare services to mothers and children. Expenditures under 
pending legislation authorizing special health services to school 
children are estimated at 25 million dollars.

The direct research activities of the Public Health Service and the 
grants to individuals and institutions for research, teaching, and train
ing, will require an estimated 47 million dollars in 1951, a moderate 
increase over 1950. No provision is made in this Budget for further 
expansion of Public Health Service grants to medical schools for 
undergraduate teaching and for construction of additional research 
facilities on the basis of special disease categories. This anticipates 
early enactment of legislation for general aid to medical education, 
which would contain adequate provisions for aid to medical schools 
in meeting their costs of teaching and in constructing additional 
facilities. Such legislation would permit an integrated program of 
research and teaching at medical schools, which should be far more 
conducive to good results than separate financing for each major 
type of disease.
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Trust accounts.—Under the old-age and survivors insurance, rail
road retirement, and Federal employee retirement programs, benefit 
disbursements are made from the trust funds and are not included in 
Budget expenditures. On the receipts side, the pay-roll contributions 
for old-age and survivors insurance are transferred directly to the 
trust fund and not included in total Budget receipts. Receipts and 
payments under the proposed health insurance program would also 
be handled in this manner. Railroad retirement taxes, on the other 
hand, are included in total Budget receipts and are transferred to the 
trust account as a Budget expenditure. The Government contribu
tion to its employee retirement funds is, of course, a Budget expendi
ture (classified under general government).

SOCIAL WELFARE, HEALTH, AND SECURITY

{Major trust accounts)
[Fiscal years. In millions]

Fund and item 1949
actual

1950
estimated

1951
estimated

Federal old-age and survivors insurance trust fund:
Receipts:

Appropriation from general receipts.—.__ -__ . . . ______ $1,690 
233

$2,245
261

$2,515 
303

1.200

-867
-1,433

Interest and other_______________ ________ __________
Proposed legislation extending coverage, raising tax 

base, and adding disability benefits..............................
Payments of benefits and administrative expenses:

Present programs___________________ _____ _________ -660 -783
Proposed legislation............., ..............................................

Net accumulation (including proposed legislation)..

Railroad retirement account:
Receipts:

Transfers from Budget accounts................................. .....

1,263 1,723 1,718

574
51

-278

602
61

-314

594
64

-346
Interest on investments......................................................

Payments of benefits, salaries, and expenses........... ..............

Net accumulation............................................. ................... . 347 349 312

Federal employees' retirement funds:
Receipts:

Employee contributions____ __________________ _____ 328
230
124

-221

374
306
140

-255

353
337
163

-276

Transfers from Budget accounts and other___________
Interest......... . ........... ..... .............. ................... .................

Payments of annuities and refunds, and expenses________

Net accumulation....... ............ ................................................ 460 566 578

Medical care insurance trust fund (proposed legislation):
Receipts from pay-roll contributions....................................... 250

-3 5Payment for initial expenses....................................................

Net accumulation.................................................................... 215
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The money in these trust funds is invested in Government securities, 
and the interest earned is added to the principal of each trust fund. 
Accumulated assets now total 18 billion dollars.

Under present law, the old-age and survivors insurance tax rate 
advanced on January 1,1950, to 1){ percent each for employers and em
ployees. In view of the recommended increase in benefits and addi
tion of disability coverage, I propose that the further tax increase to
2 percent each, presently scheduled for January 1, 1952, be moved up 
to January 1, 1951. The proposed legislation would raise benefits in 
the fiscal year 1951 from about 800 million dollars under existing law 
to approximately 2.2 billion dollars. Thereafter disbursements for 
benefits can be expected to climb gradually as claims mature. The
4 percent combined tax should produce revenues of approximately
5 billion dollars a year with employment at a high level, so that for 
the next several years reserves would continue to accumulate.

A period of preparation will be required to set up the health insur
ance system. I am proposing that in the meantime a small pay-roll 
tax of one-fourth of 1 percent each on employers and employees be
come effective January 1, 1951, to defray initial expenses. Setting up 
this tax will also make possible the establishment of eligibility and 
other administrative records.

HOUSING AND COMMUNITY DEVELOPMENT

Last year the Congress adopted as the declared objective of na
tional housing policy “a decent home and suitable living environment 
for every American family.” Real progress has been made toward 
achieving this goal. Private enterprise, with extensive Government 
assistance, built a million new houses last year, more than ever before, 
and at generally reduced prices. Far-sighted new legislation was en
acted, which gives practical support to private and local initiative in 
clearing slums and developing our cities, in providing special assist
ance for low-income families in cities and on farms, and in promoting 
better methods and lower costs for all types of housing construction.

Our task this year is twofold. We must continue to push ahead 
rapidly in carrying out these major new programs. We must also 
further improve Federal housing legislation. In particular, to close 
the biggest remaining gap, I am recommending legislation which will 
aid middle-income groups to obtain adequate housing they can afford.

Budget expenditures for housing and community development are 
estimated at 1.3 billion dollars in 1951. Of this total, almost 1 billion 
dollars, or about 75 percent, represents the current estimate of ex
penditures for mortgage purchases by the Reconstruction Finance
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Corporation to support the private mortgage market. The Corpora
tion will subsequently be reimbursed for its expenditures in buying 
these mortgages, either through collections or through sale to private 
institutions,

HOUSING AND COMMUNITY DEVELOPMENT

[Fiscal years. In millions]

Program or agency

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

Aids to private housing:
Housing and Home Finance Agency: 

Federal Housing Administration 
(present programs and proposed 
legislation):

Current operations ....... .. , —$33

30

-$34

42

-$30

31
Investments in United States 

securities...................................
Home Loan Bank Board: 1

Home Owners’ Loan Corpora
tion________________________ -119 -198 -134

Federal Savings and Loan In
surance Corporation:

Current operations.............. -1 5 -1 6 -1 8
Investments in United 

States securities............... 15 17 18
Loans to middle-income coopera

tives (proposed legislation).......... 50 $35 $25

250
Reconstruction Finance Corporation: 

Mortgage purchases______ _____ 407 940 990
Loans to prefabricators and build

ers, and other................................ . 25 52 45
Loans to housing cooperatives 

(proposed legislation).................... 10 30
Department of Agriculture................... _ 20 45 50

Public housing program:
Housing and Home Finance Agency: 

Public Housing Administration: 
Low-rent housing_____________ -1 1 99 136 41
War housing and other_______ 53 19 - 3

Reconstruction Finance Corporation 
and other..... ........................................ . -1 - 1 -1

General housing aids: Housing and Home 
Finance Agency............. ......... ..... .............. 1 7 8 6

Slum clearance and community develop
ment (including community facilities): 

Housing and Home Finance Agency 11 58 325
Reconstruction Finance Corporation.. 
General Services Administration and 

other___________________ __________ _

-8 3 18 48

12 20 50 30 54
Disaster relief (proposed legislation) 5 5

Total..................................................... . 282 1,006 1,329 >117 704

* Stand-by borrowing authority of 1,750 million dollars is recommended to become available in 1950.
> This Budget also includes 18 million dollars of appropriations to liquidate prior year contract 

authorizations.
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Most of the Federal expenditures for housing and community de
velopment, including mortgage purchases, are financed by public 
debt authorizations rather than by appropriations. The public 
housing and urban redevelopment programs will require relatively 
small appropriations in the early years, with substantial increases in 
later years. The Federal Housing Administration insures each year 
about 3 billion dollars in private home mortgages, but since this is an 
insurance operation it has only a minor effect on current Budget 
expenditures.

Federal Housing Administration.—Almost half the record volume of 
private new housing now under construction is being financed with 
mortgages insured or guaranteed by the Federal Government, largely 
by the Federal Housing Administration, and also by the Veterans 
Administration (classified under veterans’ services and benefits). 
By removing all major risks from mortgage lending, these insurance 
and guarantee programs make it possible for American families to 
buy housing on substantially better terms than they could obtain 
otherwise. About 350,000 other families now live in rental housing 
which was financed by Government-insured mortgages. In the case 
of both sales and rental housing, established procedures of the Federal 
Housing Administration, including inspections, provide assurance 
that recognized housing standards are met.

As long as favorable economic conditions continue, income from 
premiums and other sources will exceed expenses and permit sub
stantial investment in Government securities to build up reserves 
against possible later losses.

In the past year the mortgage insurance program has successfully 
stimulated construction of rental housing and lower-cost housing for 
sale. I have already recommended additional legislation to encourage 
further the construction of lower-cost housing for sale. I shall shortly 
transmit recommendations to provide, on a permanent rather than an 
emergency basis, a more effective stimulus to lower rental housing. 
For both rental and sales housing, the new proposals would also pro
vide needed incentives to construction of units of adequate size for 
family living.

Reconstruction Finance Corporation.—Since last spring, the Federal 
National Mortgage Association, a subsidiary of the Reconstruction 
Finance Corporation, has been making heavy purchases of mortgages 
from private lenders, of which the major portion is guaranteed by 
the Veterans Administration. These purchases have made it possible 
for veterans in all parts of the country to buy houses on the advanta
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geous terms offered under the Servicemen’s Readjustment Act. Sub
stantial commitments to purchase mortgages insured by the Federal 
Housing Administration have also been particularly helpful in assuring 
the availability of adequate funds for rental housing construction.

The continuing need for a stand-by secondary market does not 
mean that Government purchases should be regarded as a permanent 
substitute for private financing. Accordingly, the administration of 
this program will be directed toward encouraging private lenders to 
hold a larger portion of these mortgages as well as to repurchase the 
mortgages previously sold to the Federal Government. Important 
administrative steps are being taken but they can be only gradually 
effective, and substantial future expenditures will be necessary to 
carry through on the large volume of commitments already outstand
ing. Estimated commitments will exhaust the present authorization 
of 2.5 billion dollars shortly after the close of the current fiscal year. 
Because the rate of commitment is uncertain, I am recommending an 
additional 500 million dollars in public debt authorizations in fiscal 
year 1950 and 250 million dollars in 1951.

Prospective expenditures for mortgage purchases cannot be esti
mated accurately, since their amount depends largely on whether 
private lenders decide to hold the mortgages as permanent investments 
or to sell them to the Government. For example, the initial estimate 
a year ago of 200 million dollars in such purchases for the fiscal year
1950 was later revised upward to 1.3 billion dollars and is now reduced 
to 940 million dollars.

The Reconstruction Finance Corporation also has special authority 
to lend up to 50 million dollars to producers of prefabricated housing 
and large-scale builders using advanced construction methods. I 
recommend that the Corporation be authorized to lend an additional 
25 million dollars for these and related purposes. The accomplish
ments of this program to date have been below our expectations, but 
the potential benefits from the development of new housing produc
tion methods are so great that I believe a further limited investment 
of Federal funds, building upon the experience already gained, will 
yield good returns.

Cooperative housing for middle-income families.—Even with these 
various Federal aids, enough private housing of the right types is not 
yet being produced generally throughout the country at prices which 
families with modest incomes can afford. As a necessary supplement 
to our other housing programs, I am recommending new legislation 
to authorize Federal assistance to cooperatives and nonprofit corpora
tions in building and managing housing projects. Under the plan I

854000— 50--------IV
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am proposing, the Federal Government would provide technical assist
ance in organizing housing cooperatives and adequate arrangements 
for their financing. Through financial and other savings, material 
reductions in rents or charges are anticipated.

Because of the limited American experience with housing coopera
tives, this program initially must be viewed as experimental, and 
cannot be expected to attain a large volume in 1951. With proper 
Federal leadership and assistance, however, it offers real promise 
that middle-income families will be able to help themselves obtain 
good housing at costs within their means.

Home Loan Bank Board.—This Board supervises the operation of 
the Home Owners’ Loan Corporation, the Federal home-loan banks, 
and the Federal Savings and Loan Insurance Corporation.

The Home Owners’ Loan Corporation is rapidly liquidating the 
remainder of its mortgages by selling them to private lenders. During 
the depression years, the Corporation made more than 3 billion dollars 
in loans, thus enabling over 1,000,000 families to keep their homes. 
By the end of the fiscal year 1951, all of these loans will be repaid or 
sold.

Savings and loan associations supervised by the Federal home-loan 
banks provide roughly a third of all home-mortgage financing. The 
share accounts of most of these associations are insured by the Federal 
Savings and Loan Insurance Corporation. The favorable experience 
of these associations in recent years has permitted the Corporation to 
build up reserves against possible future losses. To further protect 
investors in these associations in the event of future emergency, I 
again recommend legislation to provide, on a stand-by basis, authority 
for both the Federal home-loan banks and the Insurance Corporation 
to borrow from the Treasury. These provisions, which should become 
effective in 1950, would be roughly comparable to the Federal assist
ance already available for the commercial banking system. As in 
the case of the banking system, moreover, they should be accom
panied by measures to authorize more rapid repayment of the Federal 
Government’s investment in these institutions, and to provide more 
effective and specific authority for the Home Loan Bank Board to 
regulate lending by the member institutions.

Farm housing.—During the first 2 years of the new farm housing 
program, about 40,000 low-income farmers will receive help in ob
taining better housing. In 1951, the Department of Agriculture 
will lend an estimated 45 million dollars, as well as provide general 
technical assistance and some direct grants for farm repairs and 
improvements.
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Public housing programs.—The Public Housing Administration and 
local housing authorities throughout the country have been taking 
the steps necessary to get the new low-rent public housing program 
promptly under way. Preliminary loans have already been authorized 
to assist 227 communities plan projects which will comprise an esti
mated 220,000 dwelling units.

Our goal is to have 175,000 units under construction or com
pleted by the end of the fiscal year 1951. Most of the Federal 
expenditures during this period will be for temporary loans for plan
ning, site acquisition, and initial construction. Private funds will be 
used for much of the construction financing and nearly all of the 
permanent financing. The Federal Government indirectly guarantees 
the local housing authority obligations issued for these purposes by 
contracting to pay annual contributions sufficient to maintain the 
low rents required for the projects.

In addition, the Public Housing Administration supervises the 
management and disposition of 450,000 permanent and temporary 
housing units constructed to meet emergency war and veterans’ 
needs. In the fiscal year 1951, an estimated 20,000 permanent units 
will be sold and 38,000 temporary units will be transferred to local 
agencies or demolished. This disposition of both types of housing 
can be accelerated if the Congress enacts the amendments to basic 
legislation which I have previously recommended. Expenditures of 
these programs are more than covered by receipts from sales and 
rentals; in addition to covering current expenses, receipts from 
sales and rentals will result in 62 million dollars in miscellaneous 
receipts to the Treasury in the fiscal year 1951.

General housing aids.—Under recent legislation, the Housing and 
Home Finance Administrator is initiating the comprehensive pro
gram of housing research which I have long advocated as a necessity 
to achieve our national housing objective. The long-range objec
tive of this program is to improve knowledge about housing in order 
to aid in cost reduction and in stimulating the increased and sustained 
production of housing. Emphasis is being placed upon development 
of research plans with full participation by other interested public 
and private groups, so as to assure the maximum possible utilization 
of existing information and research facilities.

Slum clearance and community development.—Orderly development 
and redevelopment of our cities and metropolitan areas is essential 
if we are to realize the full potential growth in production and living 
standards in the decades to come. Each city clearly has the primary
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responsibility for initiating and carrying through the far-reaching 
reconstruction plans required to meet its peculiar needs.

Under the provisions of the new slum clearance and community 
redevelopment program, the Federal Government now can provide 
financial assistance needed to augment local resources. Actual 
development will necessarily proceed gradually, area by area, with 
carefully planned provision for the housing of families displaced from 
slum areas and for the uses most appropriate for the redeveloped 
areas. For the first 2 years of the program, Federal expenditures 
will comprise loans to local public agencies to help them prepare 
plans and begin acquisition of sites. When acceptable local project 
plans are presented, the Federal Government contracts to pay a 
maximum of two-thirds of all net project costs. Contracts for loans 
and grants up to 325 million dollars for the fiscal year 1951 are author
ized in the basic statute. The grants will not actually be paid until 
several years hence when the land assembly projects are completed, 
the redeveloped land sold or leased, and net project costs finally 
determined.

The Reconstruction Finance Corporation will continue to lend to 
public agencies for transit lines, tunnels, and other self-liquidating 
projects in cases where private financing is not initially available on 
reasonable terms. Private refinancing last year of the large outstand
ing loan to the Triborough Bridge and Tunnel Authority has made 
sufficient funds available to finance the new commitments currently 
anticipated.

Under legislation enacted last year, the General Services Adminis
tration is again making advances to State and local governments for 
public works planning. These advances are repayable when the 
actual construction occurs. The 2-year program of 100 million dollars 
will permit preparation of plans for public works estimated to cost 
more than 3 billion dollars. Every effort is being made to achieve 
proper coordination in the planning of Federal, State, and local public 
works and to emphasize projects most appropriate in the event of 
possible economic emergencies.

Major disasters in the future as in the past will from time to time 
require prompt Federal assistance to stricken communities. I again 
urge enactment of pending legislation to provide in advance adequate 
funds to meet such needs.

E D U C A T IO N  A N D  G E N E R A L  R E S E A R C H

If education and research are to play their full role in strengthening 
our democratic society, we must expand our basic research, we must
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devise types of education that will prepare youth more effectively for 
participation in modern society, and we must provide better educa
tional opportunities for more of our people.

It is predominantly a responsibility of all government—local, State, 
and Federal—to provide for the education of our citizens. The 
Federal Government for many years has given financial aid to special 
aspects of education, such as vocational education, and to institutions 
for special groups, such as Howard University. It has become in
creasingly evident that Federal support of a more general character is 
needed if satisfactory educational opportunities are to be made avail
able for all. The Nation cannot afford to waste human potentialities, 
as we are now doing, by failing to provide adequate elementary and 
secondary education for millions of children and by failing to help 
hundreds of thousands of young people who could benefit from higher 
education.

The importance of this need requires that we provide substantial 
Federal assistance to States for general educational purposes and for 
certain other important programs in this field.

To progress toward these objectives, this Budget includes expendi
tures for education and general research (not including large amounts 
in veterans, national defense, and other categories) of 434 million 
dollars in the fiscal year 1951, compared with 125 million dollars in 
1950. More than three-fourths is for grants to States. The increase 
is entirely accounted for by the additional expenditures in 1951 
resulting from the new legislation I am recommending. This legisla
tion will entail a further moderate increase in later years.

Promotion of education—Elementary and secondary.—The high 
mobility that characterizes our people means that no State is immune 
to the effects of ignorance and illiteracy in other States. The welfare 
of the Nation as a whole demands that the present educational 
inequalities be reduced. Educational inequalities are primarily due 
to differences in the financial resources of States and localities. 
Income per capita in some States is less than half as great as in 
others. The States with the lowest incomes have the greatest pro
portion of school-age children and are unable to finance a fair educa
tional opportunity even with greater effort in terms of tax burden.

School enrollments in practically every State have risen recently 
and will continue to rise owing to the increased birth rate. Millions 
of our children are now taught in overcrowded classrooms. For 
others education is provided only on a part-time basis. At the very 
time when we need more and better teachers, schools must still employ 
tens of thousands whose qualifications do not meet the standards
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necessary to provide a satisfactory quality of teaching. Because 
salaries are generally inadequate, too few capable young people are 
preparing to enter the teaching profession.

For these reasons I urge the Congress to complete legislative action 
to permit the Federal Government to aid the States in support of the 
maintenance and operation costs of a basic minimum program of ele
mentary and secondary education. The Budget provides for begin
ning this aid in the fiscal year 1951.

EDUCATION AND GENERAL RESEARCH

[Fiscal years. In millions]

Program or agcncy

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

Promotion of education:
Present programs:

Office of Education (Federal Se
curity Agency)__________ _______ $33

6

$34

8

$37

(0

290

$38

0 )

300

General Services Administration 
and Interior................... ..... ..........

Proposed legislation:
Elementary and secondary educa

tion:
General aid for operating ex

penses.......................................
Surveys and emergency con

struction........ ......................... . 22 45
Children on Federal property 

and in emergency areas_____ 7 7
Higher education: General assist

ance to college students_________ 1 1
Educational aid to special groups. _ ........... 3 7 12 24 $1
Library and museum services. ................... 9 11 12 12
General purpose research:

Department of Commerce:
Seventeenth decennial census_____ 2 45 33 30
Other Census Bureau programs...
National Bureau of Standards____

National Science Foundation (pro
posed legislation)..............................

6 7 7 7
10 12 11

0 )
0 )

10

1

6

Other agencies..........................._ 1 1

T o ta l........... ........................................ . 70 125 434 2 455 7

1 Less than one-half million dollars.
2 This Budget also includes 2 million dollars of appropriations to liquidate prior year contract authoriza

tions.

There is a shortage of school buildings in many parts of the coun
try due to the wartime deferment of construction and the increase in 
the school-age population. In many localities the need for facilities 
results from the sudden and substantial impact of Federal activities.
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I recommend that the Congress enact legislation providing for grants 
to States for surveys of their need for facilities and their resources, 
and grants for the construction of buildings in those particular areas 
where Federal activities have been responsible for increased enroll
ments.

For a number of years several Federal agencies, under separate 
authorizations, have been helping to finance the education of chil
dren living on Federal property and in communities affected by Fed
eral activities. I recommend that the Congress enact general legis
lation to establish a single program for all Federal agencies.

Promotion of education—Higher education.—Large numbers of young 
people and adults wish to continue their education beyond high school 
in order to prepare for entrance to professional schools, to receive 
additional technical or vocational training or to round out their gen
eral education. For many of our people, postsecondary education 
on a part-time or full-time basis, provided in institutions located 
within commuting distance of home, would meet their needs at low 
cost. Several of the States are now developing community institu
tions for this purpose. I have asked the Federal Security Adminis
trator to make a comprehensive study of this development in order 
to determine whether the Federal Government might appropriately 
take any action to encourage the States and localities to establish 
and expand “ community colleges.”

Primarily because of low family incomes and of the high costs 
involved, more than half of our young people who could benefit from 
a college education are now unable to attend. This failure to develop 
to the fullest extent the capacities of our young people is a matter of 
national concern. As a step toward correcting this situation, I shall 
transmit to the Congress a legislative proposal to authorize a limited 
Federal program to assist capable youth who could not otherwise 
do so to pursue their desired fields of study at the institutions of their 
choice.

This Budget includes 1 million dollars as a tentative estimate of 
appropriations needed in the fiscal year 1951 to establish the required 
organization and to initiate the program. Assistance to students 
would begin in the fiscal year 1952.

National Science Foundation.—The Government is investing 
hundreds of millions of dollars in research—primarily in applied 
research in the military, atomic energy, and health fields. We must 
consider, however, not only the ways in which the great reservoir of 
scientific knowledge already at our disposal can best be utilized, but 
also the best paths to f o l l o w  for the discovery of further basic knowl
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edge. To this end, we urgently need a National Science Foundation 
to stimulate basic research and to assure an effective balance among 
the Federal research programs. By developing a national research 
policy and by formulating a truly national research budget it should 
be possible to relate the activities of public and private institutions 
in a concerted effort to advance the frontiers of knowledge. The 
Budget provides 500 thousand dollars for the initial administrative 
expenses of the proposed National Science Foundation, in the expecta
tion that the Congress will enact legislation, already passed by the 
Senate, to establish it.

Seventeenth decennial census.—The seventeenth decennial census 
of population, housing, and agriculture, to be taken this year, will 
provide basic data essential to important decisions by businessmen, 
governments, and other groups throughout the Nation. Expendi
tures for the census, estimated at 45 million dollars in 1950, will drop 
to 33 million dollars in 1951, and continue to decrease in succeeding 
years as tabulation and publication of the results are completed.

AGRICULTURE AND AGRICULTURAL RESOURCES

American agriculture is in a period of transition from the peak 
production requirements of the war and immediate postwar years to 
the normal requirements of a peacetime economy. During the war, 
every effort was made to increase agricultural production to meet the 
needs of our war economy and of our allies. In some cases desirable 
long-run goals for conservation of soil resources were deferred in the 
effort to increase production and to minimize the manpower require
ments in agriculture. War dislocations and crop shortages abroad 
created an abnormal export demand for food grains and a few other 
farm products, financed largely by United States foreign relief and aid 
programs. In the next few years, this abnormal demand can be 
expected to adjust to a more normal level and distribution pattern 
for world trade.

Although this transition from war to peacetime needs has caused a 
decline in farm prices and a loss in farm income, the operation of 
Government price supports has served to cushion the decline and has 
been a major factor in preventing a serious postwar recession in the 
economy as a whole. The resulting benefits to workers and employers, 
as well as to farmers, have been many times the outlay of Federal 
funds. As the necessary adjustments in agriculture are completed, we 
should look forward to a reduction in budgetary expenditures for this 
purpose. The need for food and fiber products will continue to expand 
as our national income and population increase. Production on
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existing land, however, must be gradually shifted from the grains and 
cotton to livestock and dairy production, permitting marginal lands, 
whose soil is in danger of loss from erosion of wind and water, to be 
put back into pasture and soil-conserving crops. It is important that 
Government programs facilitate these adjustments within agriculture 
as well as between agriculture and the rest of the economy.

AGRICULTURE AND AGRICULTURAL RESOURCES

[Fiscal years. In millions]

Program or agency

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

Loan and investment programs: 
Department of Agriculture:

Commodity Credit Corporation 
Farmers’ Home Administration-. 
Rural Electrification Administra

tion__________  . _____________

$1, 600 
123

305

$1, 533 $952 0 )
$110

450

26

302

26

436

$35

10
Other programs_____ . . .  _________ -63 6 10

Other agencies.. - (3)

182

2 2
Other financial aids:

Department of Agriculture:
Conservation and use (including 

acreage allotments and market
ing quotas) _____________ _______ 285 314 319

Removal of surplus agricultural 
commodities....... ............................ 75 86 114 110

Sugar Act _ _ _ . . _ . 56 63 69 68
International Wheat Agreement 82 76 82

Other agencies.______ ________________ - 2 (2)
64

(3)
68Agricultural land and water resources........ 59 68

Other development and improvement of 
agriculture:

Present programs.............. ....................... 177 161 149 169 20
Commodity Exchange Authority 

(proposed legislation)............... ............ 1 1

Total_____________________________ 2,512 2, 671 2, 206 875 580

1 Additional borrowing authority of 2 billion dollars is recommended, to become available in the fiscal 
year 1950.

2 Less than one-half million dollars.

Federal agricultural programs, in addition to promoting adjustments 
in agriculture and stimulating conservation of soil resources, are de
signed to improve the efficiency of farm production, to provide low- 
income farmers an opportunity to improve their economic status, to 
assure farmers generally a reasonable stability in farm income, and to 
improve the level of rural living.

Total Federal expenditures for agriculture and agricultural resources 
increased from 2.5 billion dollars in 1949 to an estimated 2.7 billion
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dollars in 1950. Both years reflect the operation of price-support 
programs as farm prices declined. A decrease of 465 million dollars 
is expected in 1951, resulting from smaller outlays on price supports 
as acreage allotments and marketing quotas serve to reduce produc
tion of some 1950 crops, particularly cotton and corn.

Price support.—Net outlays of the Commodity Credit Corporation 
amounted to 1.6 billion dollars in 1949. This was the first year since 
before the war that mandatory price supports have resulted in large 
cash expenditures and the accumulation of loans and inventories in 
the hands of the Corporation. Expenditures in 1950, estimated at
1.5 billion dollars, will be largely for corn and cotton, with smaller 
outlays for peanuts, rice, tobacco, milk and milk products, potatoes, 
beans, cottonseed, linseed oil; and various other products. Approxi
mately 90 million dollars of the expenditures will be for construction 
of new grain-storage facilities. In 1951, estimated Commodity 
Credit Corporation expenditures decline to 952 million dollars be
cause of the expected effects of acreage allotments and marketing 
quotas on the 1950 crops. In later years, price-support expenditures 
should decline further as production is adjusted to normal demand.

Estimates for price-support expenditures are, of course, highly 
tentative, since the actual expenditures depend upon many factors 
which cannot be accurately forecast, such as the volume of exports, 
the rate of domestic consumption, and the influence of insects and 
weather conditions on yields.

The operation of price supports has resulted in the accumulation of 
large inventories, particularly of cotton, wheat, and corn. These 
commodity inventories represent assets which provide insurance 
against possible crop shortages in future years. It is estimated that 
the financial requirements of the Commodity Credit Corporation in 
the fiscal year 1951 may exceed its present borrowing authorization. 
I recommend that the Corporation be given an additional borrowing 
authority of 2 billion dollars, to be available beginning in 1950.

Farmers1 Home Administration.—The Farmers’ Home Administra
tion provides management assistance to low-income farmers, and 
makes loans for farm enlargement and development, production and 
subsistence, water facilities, homesteads, and farm housing. (Farm 
housing loans financed under the borrowing authorization provided in 
the Housing Act of 1949 are classified under housing and com
munity development.) The apparent decline in expenditures for the 
Farmers’ Home Administration in 1950 and 1951 compared with 1949 
is due to a shift in financing provisions. In 1949, loans were financed
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from appropriated funds, and all loans were shown as expenditures, 
with collections on old loans going directly into miscellaneous re
ceipts of the Treasury. In 1950 and 1951, most of the loan programs 
will be financed by a borrowing authorization, and the expenditure 
figure will reflect loans less collections.

Rural electrification and rural telephones.—On June 30, 1949, ap
proximately 78 percent of all farms were electrified. As coverage is 
gradually extended to the remaining areas, Rural Electrification Ad
ministration loans for electrification will decline. Beginning in the 
fiscal year 1950, the Rural Electrification Administration will also 
make loans to rural telephone cooperatives and other independent 
telephone companies under recently enacted legislation. Loans for 
this purpose are expected to increase in 1951. Net loan expenditures 
of the Rural Electrification Administration are estimated to be 427 
million dollars in 1951, compared with 355 million dollars in 1950 and 
299 million dollars in 1949. I recommend that the Rural Electrifica
tion Administration be given new loan authority for the fiscal year
1951 amounting to 450 million dollars, of which 50 million dollars 
will be available for the rural telephone loan program.

Conservation.—The Soil Conservation Service provides technical 
advice and assistance to farmers in establishing a sound program of 
farm management to insure adequate protection and development of 
soil resources. Conservation practices are also encouraged through 
the agricultural conservation payments program carried out by the 
Production and Marketing Administration. By the end of the fiscal 
year 1951, about 90 percent of the farms of the country will be in 
organized soil conservation districts. Progress is being made in the 
preparation and application of desirable farm management plans for 
the adequate protection of our soil resources, but still greater emphasis 
will need to be given in future years to soil and water conservation, 
including the Department’s upstream and on-the-farm flood-control 
program, to reduce siltation in the downstream areas and to enhance 
the value of projects constructed by the Bureau of Reclamation and 
the Corps of Engineers.

Expenditures for the Soil Conservation Service and for flood-control 
work of the Department of Agriculture are expected to increase from 
64 million dollars in 1950 to 68 million dollars in 1951. Expenditures 
for the conservation and use program and for administering acreage 
allotments and marketing quotas are estimated to be 314 million 
dollars in 1951 compared with 285 million dollars in 1950 and 182 
million dollars in 1949. I am recommending that the advance authori
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zation for the conservation and use program in the 1951 crop year, 
which will largely determine expenditures in the fiscal year 1952, be 
maintained at the 1950 crop year level of 285 million dollars.

Other financial aids.—Under the terms of the International Wheat 
Agreement, the United States will export 168 million bushels of wheat 
each year for 4 years at a price not in excess of $1.80 a bushel. In 
return, importing countries have agreed to buy the wheat at not less 
than certain specified minimum prices. In the first year, the effec
tive export price for United States wheat is $1.80. It is estimated 
that the Commodity Credit Corporation, through which the pro
gram is financed, will spend 82 million dollars in the fiscal year 1950 
to bridge the gap between the $1.80 export price and the higher do
mestic market price. In 1951, such costs are estimated at 76 million 
dollars. The Corporation is to be reimbursed for each year’s cost of 
the Wheat Agreement from appropriated funds. In 1951, an appro
priation of 82 million dollars is recommended to reimburse the Corpo
ration for the cost of the Wheat Agreement in the fiscal year 1950.

Additional financial aid is provided for farmers through the Sugar 
Act of 1948 and through the permanent appropriation for removal of 
surplus agricultural commodities. Expenditures under the Sugar Act 
depend on the volume of domestic sugar production for which sugar 
growers receive payments at the rates determined in the legislation. 
It is estimated that expenditures under the Sugar Act will be 69 million 
dollars in 1951. The permanent appropriation for removal of surplus 
agricultural commodities, established in 1935, provides a fund each 
year equal to 30 percent of customs duties. In 1951, it is estimated 
that 110 million dollars will be available in this fund.

Other development and improvement oj agriculture.—Included in this 
category are the continuing basic services for agriculture, such as 
research on crop varieties, livestock and poultry, and the production 
and marketing of farm products; control and eradication of insects 
and plant and animal diseases; payments to States for experiment 
stations and cooperative extension work; and the general overhead 
expenses of the Department. For 1951, I recommend legislation to 
strengthen the regulation of commodity exchanges by the Commodity 
Exchange Authority.

NATURAL RESOURCES

This Nation has learned in recent years what it means to have 
limited natural resources. Our soil, forests, water, and minerals 
have been drawn upon prodigiously to support two major wars and
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the rapid economic growth of our country. If we are to continue to 
expand production and employment we must use our remaining 
resources with the greatest possible effectiveness, following sustained- 
yield principles, developing resources as yet unused, and restoring 
where possible the resources we have depleted.

NATURAL RESOURCES

[Fiscal years, In millions]

Program or agency

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

Atomic energy:
Atomic Energy Commission....... .......... $621 $673 $817 $266 $334
Other agencies________________________ 1 0)

486

Land and water resources:
Corps of Engineers (Army, civil func

tions)_______________________________ 401 563 557
Department of the Interior:

Bureau of Reclamation____ ______ 240 334 398 355
Bonneville Power Administration 

and Southwestern and South
eastern power systems__________ 29 42 55 37 28

Research in utilization of salt water 
(proposed legislation)_________ _ 1 1

Other..........................___................. 32 43 48 47 8
Tennessee Valley Authority (net)........ 27 52 96 108
Department of State and other.............. 4 7 13 9

Forest resources:
Forest Service and other (Agriculture) _ 
Department of the Interior_________  _

63 76 82 84
3 3 2 1

Mineral resources:
Bureau of Mines and other Interior___ 29 37 36 35
Department of the N avy and other___

General resources surveys (Interior)_ _ ___
13 18 20 15
13 16 20 20

Fish and wildlife resources (Interior and 
other)....................................... ....................... 18 28 29 26 (0

Recreational use of resources:
Department of the Interior _ _ _ _ _ 19 29 38 31
Baltimore-Washington Parkway (pro

posed legislation)___________________ 2 3

Total....... - - ___________________ _ 1,512 1,845 2,218 2 1,594 370

1 Less than one-half million dollars.
2 This Budget also includes 500 million dollars of appropriations to liquidate prior year contract 

authorizations.

A large share of the responsibility for such action falls upon the 
Federal Government, with respect to both resources on public lands 
and resources in private ownership. Atomic energy development 
depends upon our pressing ahead with the present Federal program on 
a broad scale. Continued economic growth in large areas of our 
country depends upon steady progress in Federal investment for
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flood control, reclamation, electric power, and related facilities. The 
wisdom with which we utilize our mineral resources will influence our 
economic strength and security for generations to come. Continued 
public investment in these areas is a prerequisite in many fields to the 
expansion of the private investment which we want to encourage.

The dollars which the Federal Government spends on these pro
grams are largely investment dollars. In many cases, such as irriga
tion, power projects, and the management and improvement of public 
lands and forests, the activities are wholly or partially self-liquidating. 
In all cases, economic benefits will accrue to the Nation for many years.

The 1951 Budget provides for total expenditures of 2.2 billion dollars 
in this area, an increase of 373 million dollars from 1950. Over one- 
third of the total and of the increase is attributable to expenditures 
for atomic energy. The balance represents primarily the require
ments of projects under way in the fields of flood control and recla
mation. This Budget provides for no new projects in these areas. 
Despite the large number of highly meritorious projects which have 
already been authorized for construction, we should not at this time 
add to the present high level of commitments. This policy is neces
sary both because of our over-all fiscal position and in order to provide 
the greatest possible measure of stability, under present economic 
conditions, in the rate of Federal public works expenditures.

Atomic energy.—The United States is seeking both to develop atomic 
energy for national defense purposes and to realize the great promise 
in its use for industrial and other peacetime purposes. Our atomic 
energy development program is a large venture in diverse fields— 
scientific research, medicine, engineering, industry—and will continue 
to require substantial outlays in the next few years.

The 1951 expenditures include increased amounts for the production 
of fissionable materials and weapons, and for the advancement of the 
science and technology of atomic energy, including accelerated con
struction of new facilities and development of new types of nuclear 
reactors. It is principally through the development of new reactors 
to produce fissionable materials and radioisotopes, generate power, 
and propel ships and aircraft, that the Atomic Energy Commission 
expects to evolve means of utilizing for peaceful purposes the energy 
released by nuclear fission.

Land and water resources.—We have learned a great deal in recent 
years about the extensive benefits which can be achieved by proper 
development of our land and water resources—including navigation, 
flood control, reclamation, power development, soil and forest con
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servation, preservation of fish and wildlife, and recreation. In the 
interest of sounder and more efficient programs in later years, empha
sis in this Budget is placed on more thorough investigation and 
advance planning, and on assembling more complete basic data. 
However, the framework of Federal legislation and administrative 
organization under which we are carrying on development programs 
is in many respects inadequate and obsolete.

In order to obtain a thorough review of the present basic legisla
tion, I have created by recent Executive Order a Water Resources 
Policy Commission, which will make recommendations later this year 
with respect to the broad policies which should guide Federal par
ticipation in the development, conservation, and use of water re
sources—both upstream and downstream—and closely related land- 
use activities. On the basis of these recommendations, I expect that 
it will be possible to propose up-to-date and effective policies for the 
Federal, State, local, and private efforts which are needed to make 
proper use of water resources throughout the country. Some changes 
in present Federal legislation can and should be made at this session 
of the Congress, but major changes should be deferred until the 
Commission’s recommendations are available.

We also need to find more effective arrangements for administering 
Federal laws and [programs concerning land and water-resource 
development. I have already recommended that the Congress 
authorize the consolidation of a number of Federal activities in the 
Pacific Northwest into a Columbia Valley Administration, and 
provide for its proper integration with other Federal agencies and 
with State and local responsibilities. In other areas also we should 
be alert to the opportunities for better administrative arrangements, 
building on successful experience in the Tennessee Valley and else
where, and adapting organizational patterns to the particular circum
stances of different regions.

The activities of the Bureau of Reclamation and the flood-control 
program of the Corps of Engineers, involving the construction of dams, 
power facilities, canals, channels, and levees, will be limited in 1951 to 
continuation of work on projects started in prior years. Bureau of 
Reclamation projects now under way will require an expenditure 
increase of 64 million dollars in 1951. Expenditures required in 1951 
to continue going work of the Corps of Engineers will increase by 
77 million dollars over the 1950 total.

The expenditures by the Corps of Engineers and Bureau of Reclama
tion will result in materially increased power facilities in the next 
few years. In addition, continuing progress on the existing programs 
of the Bonneville and Southwestern power systems will result in a
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further increase in transmission facilities. An increase of 44 million 
dollars is recommended for the Tennessee Valley development, 
notably for expansion of power facilities to meet the growing needs of 
the atomic energy program.

Experience in recent years has shown that it may not be possible to 
meet the shortages of water, which are a threat in some areas, through 
our extensive water-resource programs. I recommend, therefore, that 
the Congress enact legislation authorizing the initiation of research 
to find means for transforming salt water into fresh water in large 
volume at economical costs.

Public lands and national forests.—Over many years, our policy with 
respect to public lands and forests, now comprising over 900,000,000 
acres, has gradually been broadened from one of disposal to one 
of management and conservation. The range, forest, and mineral 
resources of these lands have considerable commercial value and 
bring in substantial receipts; in addition they have important water
shed, wildlife, and recreational value. In some respects, we have a 
long way to go before we shall be managing and conserving these 
resources to achieve their full use and preservation. We should plan 
to expand our rehabilitation, protection, and management of these 
resources in the years ahead; the 1951 Budget includes increased 
funds for these purposes.

Mineral resources.—The Bureau of Mines and the Geological 
Survey are carrying on important investigations and research in order 
to ascertain the extent of our mineral resources and the best means of 
conserving and using them. In view of the limited domestic supplies 
of many minerals, there is real need for increased exploration and 
conservation of strategic and critical minerals.

Through laboratory research and developmental work, including 
operation of demonstration plants, the Government has shown that 
some of our liquid fuel demands can be met from synthetic fuels 
produced from oil shale and coal. This Budget includes funds for a 
continuation of efforts to improve synthetic liquid fuels, and to narrow 
the cost differential between synthetic and natural petroleum products.

Use of recreational resources.—During the past travel season there 
were 32,000,000 visitors to the 181 national park areas. This number 
of visitors is the highest in the history of the National Park Service; it is 
double the number before the war. This heavy increase in the use of 
the park areas has enlarged the requirements for their management 
and protection. The increase of 9 million dollars in the 1951 Budget
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for the Park Service will provide for additional management and 
maintenance costs and for some urgently needed construction.

Alaskan resources.—Alaska is a land of large natural resources—■ 
forests, fish and wildlife, minerals, land, and water—which must be 
developed in order for the area to make its contribution to the security 
and economy of the Nation. The 1951 programs discussed above 
include 23 million dollars for the development of natural resources in 
Alaska. Developmental expenditures in Alaska under other func
tions—in particular national defense, transportation, and social 
welfare—will amount to approximately 162 million dollars.

Indian land resources.—Large areas of Indian lands are rich in timber, 
oil, gas, and other minerals, the conservation and development of 
which should be related to programs affecting similar lands. As part 
of our general program for protecting their rights and for helping the 
Indians to become self-reliant citizens, funds are included in this 
Budget for initiating the long-range program for the rehabilitation of 
the Navajo and Hopi Indians in Arizona and New Mexico. While the 
greater portion of the amount recommended is for essential construc
tion of educational and health facilities (classified in social welfare, 
health, and security), provision is made also for expanded conservation 
and development of the resources of the reservations. Funds are also 
included for some expansion in conservation activities on Indian lands 
in other areas, as well as for additional health, education, and other 
benefits to the Indian population.

TRANSPORTATION AND COMMUNICATION

Efficient transportation and communication services play a major 
role in promoting the economic growth of our country and in assuring 
our national security. Throughout our history, the Federal Govern
ment has traditionally supplemented private enterprise in this field, 
wherever necessary to assure adequate services at reasonable cost. 
To this end, the Government provides basic facilities; it regulates 
economic and safety aspects of commercial operations; it subsidizes 
essential services which could not survive without Government aid. 
In the fiscal year 1951, an estimated 1.7 billion dollars will be spent 
for these activities, a decline of 212 million dollars from 1950. This 
assumes a reduction of the postal deficit to a reasonable level, through 
enactment of postal rate increases.

Most of the Federal transportation expenditures are for the pro
vision and operation of physical facilities. Direct Federal expendi

854000— 50--------t
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tures for aviation facilities, marine navigation aids, waterway im
provements, and roads will amount to about 600 million dollars in 
1951. In addition, grants to State and local governments for the 
construction of highways and airports will account for 514 million 
dollars. Although these programs make important contributions to 
the development of our economy, over-all budgetary considerations 
make it impossible to proceed with them as rapidly as we should like. 
The 1951 Budget recommendations have been held as close to the 
1950 level as program commitments would allow.

The long-term interests of the general taxpayer, as well as the users 
of transportation, will best be served by the development of a balanced 
transportation system, substantially independent of Government 
support. It is essential that the various promotional and regulatory 
activities of the Government fit together into a unified transportation 
program aimed at achieving that goal. At my request, the Secretary 
of Commerce recently prepared a report outlining the major policy 
issues which need to be resolved in order to assure such a program. 
This report is now being reviewed within the executive branch, and 
I shall later transmit recommendations for any legislation or other 
action that may prove appropriate.

Merchant marine.—Under the Merchant Marine Act of 1936, the 
Federal Government provides both construction and operating 
subsidies to the maritime industry, intended to offset the competitive 
effects of lower foreign costs. In the fiscal year 1951, operating 
subsidies alone are estimated to accrue in the amount of 63 million 
dollars, about five times the average annual level before the war. Ship
building subsidies have recently averaged close to 45 percent of the 
domestic cost of vessel construction, exclusive of national defense 
features financed entirely by the Government.

I am seriously concerned by the increasing cost of these existing 
subsidies and by the potential cost of new subsidies now being ad
vocated. Our national security requires an efficient nucleus of 
merchant shipping and shipbuilding, adequate to permit such expan
sion as may be required by a future emergency. However, to limit 
the burden on the taxpayer, this subsidy program should be held to 
the minimum level that will satisfy national defense needs. In deter
mining this level, full account must be taken of the availability of 
vessels from friendly nations in the event of an emergency. The 
existence of the North Atlantic Treaty provides a framework within 
which joint international planning of shipping mobilization may 
proceed.
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TRANSPORTATION AND COMMUNICATION

[Fiscal years. In millions]

Program or agency

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

Promotion of merchant marine:
Maritime Commission............................ $122 $161 $222 $135 $70
Inland Waterways Corporation:

Present programs—. _____ ________ 2 1
Proposed legislation............... . .... 3 3

Provision of navigation aids and facilities: 
Panama Canal__ __ ___________ _____ 17 20 20 19
Corps of Engineers:

Present p rog ra m s.................. . . 160 212 243 242
St. Lawrence seaway (proposed 

legislation)_____________________ 4 6
Coast Guard . .  ___________ _____ ___ 132 158 181 187
Interior - - 0 )

143

1 3
Promotion of aviation:

Civil Aeronautics Administration:
Present programs_________________
Alaska airports (proposed legisla

tion) _______ ____ ___________

187

1

226

4

133 70

Provision of highways:
Bureau of Public Roads:

Present programs________________ 414 490 504
Proposed legislation____ _________ 3 3 524

Alaska roads (Interior)-------- ------- -------
Forest roads and trails (Agriculture) —  

Regulation of transportation. _____________

16
23

23
2

23 16 9

15 15 16 16
Other services to transportation:

Reconstruction Finance Corporation.. 
Coast and Geodetic Survey___________

- 3 2 6
10 12 12 12

Alaska Railroad __  ___________ 33 30 41 28
Treasury Department (l)

530

0 )

569

0 )

555

1
Postal service deficit:

Present programs ____  . .  ________ 555
Proposed legislation . _ __ _ -395 -395

Regulation of communication_____________ 7 7 7 7
Alaska Communication System.......... ......... 2 3 4 6

Total_______________________________ 1,622 1,894 1,682 2 973 673

1 Less than one-half million dollars.
2 This Budget also includes 591 million dollars of appropriations to liquidate prior year contract 

authorizations.

The entire subject of Government aid to the merchant marine is 
now under active study by the executive agencies concerned. Until 
such studies are completed, we should proceed cautiously with existing 
subsidy programs, and should avoid commitments for any major new 
programs. The Budget for 1951 has been developed on that basis.

Expenditure increases in 1951 for ship construction and for oper
ating subsidies will be partially offset by reductions in other Maritime
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Commission activities. The maritime training program is being re
duced in size, and consolidated at three locations. Authority for ship 
chartering, scheduled to expire on June 30, 1950, does not now appear 
to be required beyond that date. Expenditures will also be lower for 
the liquidation of wartime obligations.

Navigation aids and facilities.—The safety of surface and air opera
tions at sea requires the navigational aids, rescue stations, and other 
services provided by the Coast Guard. Expenditures for these activi
ties are estimated to increase from 158 million dollars in 1950 to 181 
million dollars in 1951. This increase is largely for the replacement 
of over-age aircraft, and for more adequate maintenance of existing 
facilities.

The 1951 recommendations do not provide for starting construction 
on any new river and harbor projects of the Corps of Engineers. 
Projects already under way will, however, require an increase in 
expenditures from 212 million dollars in the fiscal year 1950 to 243 
million dollars in 1951, and a further increase in 1952.

I repeat most emphatically my previous recommendations for 
approval of the Saint Lawrence waterway and power project. Author
ization of the seaway, with its related power facilities, is a matter of 
urgency for our peacetime industry and our national security. In 
particular, each succeeding year reduces further our domestic reserves 
of iron ore, and increases correspondingly the importance of the sea
way as a means of economical access to the proven ore deposits in 
Quebec and Labrador.

Aviation.—The Federal Government provides extensive aid, both 
direct and indirect, to civil aviation. This assistance, which is con
sistent with our traditional policy of promoting new forms of trans
portation, has made possible a spectacular development of air trans
port services, especially during the past decade. Although continued 
aid is required for the present, the industry should be expected to 
become increasingly self-supporting in the near future.

At present, direct financial assistance to the air lines is provided 
through air-mail payments, which are set generally at levels adequate 
to cover deficiencies in the carriers, commercial revenues. Subsidy 
is thus merged with the fair compensation for carrying mail, making 
it difficult to evaluate the cost of this aid in relation to its benefits. 
The recent rise in total air-mail payments—to an estimated level of 
about 125 million dollars in 1950—has made it increasingly important 
that the subsidy element be separately identified. I recommend, 
therefore, the immediate enactment of legislation to authorize the
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separation of subsidy payments from mail compensation. Such sub
sidies should be paid from funds appropriated to the Civil Aeronautics 
Board specifically for that purpose.

The standard by which subsidy rates are determined under existing 
legislation may itself merit review in the light of the industry’s present 
stage of development. Setting subsidies on the basis of the carriers’ 
revenue needs may weaken the incentives for managerial economy, 
thereby increasing the difficulty of effective regulation by the Civil 
Aeronautics Board. While a considerable gain in efficiency has been 
realized by the air lines since the end of the war, there are undoubtedly 
important opportunities for further improvement. The 1951 Budget 
will permit the Civil Aeronautics Board to conduct more intensive 
investigations of air-line efficiency, and to develop operating cost 
standards. This should assist the Board in shaping its subsidy 
policies so as to retain, to the maximum extent possible, the normal 
business incentives for economy.

The continued growth of air transportation depends upon modern
ization of our airway facilities to permit safe and regular flights under 
all weather conditions. Expenditures for the development, installa
tion, and operation of such facilities are estimated at 136 million 
dollars in the fiscal year 1951, 39 million dollars above 1950. Other 
activities of the Civil Aeronautics Administration—including safety 
regulation and airport grants—will require expenditures of 93 million 
dollars in 1951, 3 million dollars higher than in 1950.

Highways.—Major development of our highway system is required 
to overcome obsolescence and to handle safely and efficiently the 
steadily increasing traffic loads. This is primarily the responsibility 
of States, counties, and municipalities. The Federal Government 
must, however, continue providing financial assistance to the extent 
necessary to assure a basic system of national roads, built to uniformly 
adequate standards. Under existing legislation, the Bureau of Public 
Roads is expected to spend 504 million dollars for highway improve
ment in 1951, mainly in the form of grants to States. Apart from 
the emergency relief programs during the depression, this will be the 
highest annual level of Federal highway expenditures to date.

All of the Federal-aid funds thus far authorized have been appor
tioned to the States, and new authorizing legislation is therefore 
required during the present session of the Congress. I recommend 
that such legislation provide an annual Federal-aid authorization for 
the next 2 years of 500 million dollars, an increase of 50 million dollars 
above the current level. Within this total, increased emphasis should 
be placed upon the Interstate Highway System, a limited network of
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routes which is of greatest national importance to peacetime traffic 
needs as well as to our national defense. The recommended shift in 
emphasis, and increase in program level, should permit a satisfactory 
rate of improvement for this System.

Postal service.—Postal rates have not kept pace with increasing costs 
and, as a result, the postal deficit has reached excessive proportions. 
Since 1939, the average expense per postal transaction has increased 
by 67 percent, owing mainly to higher wage and transportation costs; 
in contrast, average revenue has increased by only 32 percent. On 
the basis of existing postal rates, the deficit for 1951 is estimated at 
555 million dollars. Cases now pending before the regulatory com
missions may result in higher payments for transportation, and hence 
may correspondingly increase the deficit.

The Postmaster General is exploring fully all opportunities for re
ducing the cost of the postal operation. Modernization of the motor 
vehicle service, and the mechanization of mail handling, are among 
the items receiving particular attention. I am confident that the 
steps now being taken will in the long run help to assure the maximum 
efficiency of the postal operation. However, the potential savings, if 
present service standards are maintained, appear small in relation to 
the prospective deficit; they do not reduce significantly the need for 
higher revenues at this time.

X have repeatedly urged the Congress to raise postal rates so as to 
bring them into line with postwar costs. The need for such corrective 
action becomes steadily more urgent. It is unsound and unnecessary 
for the postal operation to continue as a growing burden on the general 
taxpayer. Instead, the users of the postal service should as a group 
pay the full cost of services received. This requires that the postal 
deficit be limited to the cost of air-line subsidies, Government mail, 
franked mail, and other items properly chargeable to the general 
revenues.

Last year, the Postmaster General recommended to the Congress 
postal rate revisions designed to yield additional revenue of about 
250 million dollars per year. Subsequent increases in employees’ 
pay and in transportation costs have rendered this amount inadequate. 
I therefore strongly urge again that the Congress pass legislation to 
bring the postal revenue more in balance with the expenditures of 
the service. The only alternative to increased rates or a continued 
large deficit would be an undesirable reduction in the quality of serv
ices provided. As a longer range solution to this problem, there should 
be sufficient flexibility in the postal rate structure to permit at all 
times a proper relationship between revenues and expenses.
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Regulation.—Through regulation, the Federal Government seeks to 
assure the adequacy, economy, and safety of transportation and com
munication services. Although the expenditures required for this 
activity are relatively small, this is one of the more important respon
sibilities exercised by the Government in this field. The 1951 Budget 
includes moderate increases for the regulatory commissions, to permit 
them to reduce backlogs of pending cases, and to meet new problems 
more promptly.

FINANCE, COMMERCE, AND INDUSTRY

As part of its broad program for balanced economic development, 
the Federal Government provides a variety of general financial and 
other aids to promote the stability and growth of independent busi
nesses. These are supplemented by regulatory action designed to 
remove monopolistic barriers to production and commerce. In ad
dition, in two areas—exports and rents—it is necessary to continue, 
on a limited basis, wartime controls now in effect. Total expendi
tures in 1951 are estimated at 212 million dollars, of which net expend
itures for loans to business will account for about three-fourths.

FINANCE, COMMERCE, AND INDUSTRY

[Fiscal years. In millions]

Program or agency

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria
tions Other

Business loans and guarantees (Recon
struction Finance Corporation, present 
programs and proposed legislation) _ _ $65

23

$153

25

$155

23

$250
Promotion and regulation of business: 

Department of Commerce:
Promotion._________________ _____ $20
Export control_________ _____ 3 3 2 3

A n tim on op oly  programs (Federal 
Trade Commission, Justice) ........ 7 7 8 8

Rent control (Housing Expediter, 
present programs and proposed 
legislation)_____________ ________ 22 22 16 16

Other_____ __________________ 7 7 7 6
All other:

Preferred stock of financial institutions 
(Reconstruction Finance Corpora
tion) _ —14 <*>

7
—6

Control of private finance 7 7 7

T otal..- ____________ ___________ 120 225 212 60 250

1 Less than one-half million dollars.
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Business loans and guarantees.—In the past year, the Reconstruc
tion Finance Corporation has contributed substantially to the finan
cial stability of independent businesses, especially small business. 
The change in economic conditions last spring resulted in many 
financing needs which private lenders failed to meet, and consequently 
applications for Reconstruction Finance Corporation business loans 
increased rapidly. During recent months, the Corporation has been 
making about 450 new loans per month, or nearly twice the rate of a 
year ago. With the favorable business outlook now anticipated, a 
somewhat lower level of new loan authorizations is estimated in 1951, 
but net expenditures are expected to rise above 1950 because of dis
bursements on loans authorized this year. In future years, repay
ments will provide increasing offsets to disbursements on new loans.

To make sure that this program will meet the needs of business for 
long-term credit, I am renewing the recommendation for a substantial 
increase in the present 10-year maximum on loan maturities. I 
also recommend an addition to the funds available for business loans.

Promotion and regulation of business.—Since the war we have 
substantially strengthened our antimonopoly program, but con
tinued improvement is essential. I have asked the Secretary of 
Commerce, in consultation with the Attorney General, the Federal 
Trade Commission, and the Council of Economic Advisers, to develop 
recommendations for increasing the effectiveness of this program. A 
major aspect of this study will be the development of methods to 
facilitate establishment of small businesses, to promote their stability 
and growth, and to remove obstacles to their survival as independent 
competitive enterprises.

The Budget also provides additional funds for strengthening the 
antimonopoly activities of the Federal Trade Commission. Among 
other things, this will permit a study of trends in industrial concen
tration to guide the formulation of Federal policy and to aid in 
prosecuting specific cases.

As the record levels of housing construction have gradually reduced 
the housing shortage, rent controls have been removed in many com
munities. This trend probably will continue. To prevent serious 
hardship to tenants in areas where shortages remain critical, I d,m 
recommending a 1-year extension of rent control authority beyond 
the present expiration date of June 30, 1950.

Improvement in the supply situation has permitted removal of 
most commodities from export control. Export licensing of some 
strategic commodities, however, remains essential because of the 
uncertain international situation.
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LABOR

The programs of the Federal Government in the field of labor are 
designed to encourage increasingly effective use of our major produc
tive resource—the skill of the American workingman—with the ulti
mate objective of assuring higher production and standards of living. 
To this end, the Government fosters responsible and peaceful labor 
relations based on collective bargaining by offering voluntary media
tion services and providing a remedy for unfair labor practices. It 
promotes fair labor standards for wages, hours, and employment con
ditions to prevent exploitation and unfair competition based on sub
standard conditions. It finances a free placement service to aid 
industry, agriculture, and workers and insures workers, mainly 
through a Federal-State system, against total loss of income during 
periods of temporary unemployment. Finally, it collects and pub
lishes information on wages, employment, prices, construction, and 
other subjects in order that business and economic planning and 
decisions may be on a factual basis.

The importance of these programs is by no means measured by the 
total expenditures of 243 million dollars in 1951, since many of the 
activities are regulatory in nature and require only minor expenditures. 
Of total expenditures, about 70 percent consists of grants to States for 
administration of the Federal-State employment service and unem
ployment compensation system.

Placement and unemployment compensation activities.—The Federal 
Government sets standards and pays all administrative costs for 
State operation of public employment offices and unemployment 
insurance. Public employment offices placed applicants in more than 
12,000,000 jobs during the past fiscal year. Of the total job place
ments, over 7,000,000 were on farms. Still more placements are 
expected in 1950 and 1951.

The unemployment compensation work load is closely related to 
general economic conditions. Last year the Congress recognized this 
fact by appropriating a contingency fund of 5 percent of the basic 
grants, to be used if the numbet* of claims increased. It now appears 
that this contingency fund will not be sufficient to pay for the increase 
in work load which has occurred. I shall, therefore, request a supple
mental appropriation for 1950. For 1951, the Budget recommenda
tions for the basic grants assume a somewhat lower average level of 
unemployment but call for a contingency fund of 10 percent to obviate 
delays in paying valid claims, should the volume of claims suddenly 
rise.
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LABOR

[Fiscal years. In millions]

Program or agency

Expenditures New obligational 
authority for 1951

1949
actual

1950
estimated

1951
estimated

Appropria*
tions Other

Placement and unemployment compensa
tion activities:

Department of Labor:
Present programs......... ........... ..... ... $137 $171 $194
Proposed legislation (mainly re

insurance grants)...... ................... 12 13
Railroad Retirement Board____ ______ $15 10 9 10
Federal Security Agency......................... 148 37

Mediation and regulation of labor relations. 
Labor standards and training:

Department of Labor:
Present programs________________

12

8

12

10

13

15

13

15
Industrial safety program (pro

posed legislation)...... ................... - 6 6
Department of the Interior (mine 

safety).......................... ................... ....... 4 4 4 4
Fair Employment Practice Commis

sion (proposed legislation)_____ ____ 1 1
Labor information, statistics, and general 

adm inistration....................................... 6 9 11 12

Total......... ....................................... . 193 219 243 266

Mediation and regulation of labor relations.—In my State of the 
Union Message I have discussed the imperative need for basic revision 
of the Labor-Management Relations Act of 1947 to incorporate sound 
provisions on the rights and responsibilities of labor and management 
in relation to each other and to the general public, and to remove 
unworkable administrative provisions in the present law. This 
Budget allows for improving mediation and conciliation activities by 
providing funds to permit relatively equal service for all parts of the 
country and for the recently expanded organization for adjustment of 
employee grievances in the railway industry.

Labor standards and labor training.—The 1949 amendments to the 
Fair Labor Standards Act, while inadequate in many respects, made 
substantial improvements in the law by raising the minimum wage to 
75 cents an hour and tightening the provision against the use of child 
labor in production for interstate commerce. I am recommending 
increased funds for the additional inspection and legal staff which 
effective enforcement will require. Such enforcement is essential, not 
only to protect the purchasing power of workers who need it most, but 
also to protect law-abiding employers from unfair competition.
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Two legislative proposals respecting employment conditions, and one 
on training, should be enacted promptly. First, a permanent Fair 
Employment Practice Commission should be established. To keep 
minority groups economically submerged is not only unjust and dis
criminatory, but also prevents the best use of available manpower. 
Secondly, I am renewing my recommendation for grants to States 
to assist them to encourage industrial safety. The Federal Govern
ment and the States spend many millions of dollars each year to 
rehabilitate injured workers. It is only common sense to do what we 
can to prevent injuries in the first place. Finally, I recommend that 
a labor extension service be established in the Department of Labor 
to make available to wage earners educational programs designed to 
promote sound labor-management relations. Such a program would 
require about 3 million dollars a year after it gets into operation but 
would not have substantial effect on the 1951 Budget because of the 
time required to get under way at the local level.

Trust accounts and unemployment compensation legislation.— Last 
year’s temporary but sharp rise in unemployment provided the first 
real test of the Federal-State unemployment insurance system since its 
establishment 15 years ago. The system was of great help in tiding 
workers over temporary unemployment and in sustaining markets for 
the products of employed workers. During the last 12 months, a total 
of 1.7 billion dollars in benefits was paid from the trust fund. At 
the same time, major shortcomings of the present system became 
painfully clear. It does not cover enough workers, and does not 
replace enough of the wages lost through unemployment. I shall 
submit proposals for legislation to overcome these and other defects 
by strengthening the present Federal-State system.

At present, only about two-thirds of the workers employed in 
nonagricultural industries are insured against the hazards of tem
porary unemployment. Coverage should be extended to employees 
of small establishments, of industries processing agricultural products, 
and of the Federal Government. This would raise coverage to about 
three-fourths of nonagricultural workers. Furthermore, legislation 
should include minimum Federal standards for eligibility and dis
qualifications, in order to remove some of the present inequalities in 
administration among the States.

Present weekly benefits now average about one-third of previously 
earned weekly wages. The insurance was originally intended to 
replace at least half of previous earnings—the minimum needed to 
pay for food and rent—but benefits in many States have not kept 
up with price rises. In order to assure more nearly adequate benefits

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

1951



m78 MESSAGE OF THE PRESIDENT

throughout the Nation, the Federal law should provide minimum 
standards for benefits paid from the State trust accounts. These 
standards should require benefits of 50 percent of previous wages up 
to 30 dollars a week for single workers, with additional amounts for 
dependents up to 42 dollars a week for a worker with three dependents. 
The legislation should also require that benefits be available to eligible 
claimants for at least 26 weeks.

In addition to these changes in coverage and benefit standards, I 
shall recommend amendments to the financing provisions of present 
legislation, including establishment of a reinsurance system to pro
vide grants to States whose reserves for benefits become temporarily 
low, despite reasonable measures to maintain adequate funds. Al
though most States have sufficient reserves to pay higher benefits 
without increasing taxes, one or two States may need assistance by 
next autumn or shortly thereafter.

The proposed legislation will affect chiefly the trust fund rather than 
the appropriations for administration. For both the trust fund and 
the appropriations, the effect in the fiscal year 1951 will be slight 
because time will be required for the State legislatures to revise their 
laws to conform with new standards established by the Congress. 
Benefits for Federal workers will represent the principal continuing 
budgetary cost of my recommendations, (The estimated expenditures 
for these benefits in the fiscal year 1951 are shown under general 
government.) Estimates for proposed reinsurance appropriations 
are also included in the Budget. Expenditures from these appro
priations will be necessary only if State reserves become inadequate 
to provide for temporarily high numbers of insured unemployed.

UNEMPLOYMENT TRUST FUND

(Trust accounts)
[Fiscal years. In millions]

Item 1949 actual 1950
estimated

1951
estimated

Receipts:
Deposits by States and railroad unemployment taxes____
Interest__________________________________________________

$994
180

-1,327

$1,018 
162 

-2 ,034

' $1,193 
165 

-1 ,570Payments: State and railroad unemployment withdrawals___

Net accumulation______________________________________ -153 -854 -212
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GENERAL GOVERNMENT

The expenditures for general government cover legislative, judicial, 
and financial management activities, and also many Government- 
wide administrative services and programs such as property and 
records management, public buildings construction and maintenance, 
and the operations of the Civil Service Commission. The total 
expenditures for these programs for the fiscal year 1951 are estimated 
at 1.3 billion dollars compared to 1.2 billion for the current fiscal year. 
The increase is primarily for strengthening further the system of tax 
collection, for the Government payment to the employees’ retirement 
system, and for public building sites and plans.

Internal revenue operations.—Efficient operation of the Bureau of 
Internal Revenue, the Federal Government’s primary tax collection 
agency, is essential to protect the Federal revenue and to assure fair 
treatment to taxpayers. Studies of the organizational structure and 
administrative procedures of this agency have been under way for 
some time and have already resulted in many improvements, including 
the mechanization of some operations. These have enabled the 
Bureau to strengthen and extend its audit and enforcement activities, 
thereby collecting additional taxes, not only directly, but also by 
stimulating a greater degree of voluntary compliance. Further im
provements are in prospect. The 1951 appropriation provides for 
increased funds for these purposes.

Property management.—Under mandate of the Federal Property and 
Administrative Services Act of 1949, the General Services Adminis
tration was established to consolidate a number of Government-wide 
activities concerned with the procurement, maintenance, and disposal 
of Federal property. This was in accord with a major recommenda
tion of the Commission on Organization of the Executive Branch 
of the Government. The General Services Administration is currently 
undertaking to establish records storage centers and is emphasizing 
the expansion of inspection services and traffic management, determi
nation of purchasing requirements, and [controls to insure 'proper 
utilization of Government property.

Civilian employees’ retirement system.—Federal employees covered 
by the civil service retirement and disability system are required by 
law to contribute 6 percent of their salaries toward future benefits; 
the Government contributes the remaining cost of benefits pro
vided under the system. The expenditures of 333 million dollars
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GENERAL GOVERNMENT 

[Fiscal years. In millions]

Program or agency

Expenditures

1949
actual

1950
estimated

1951
estimated

New obligational 
authority for 1951

Appropria
tions Other

Legislative functions.............................. ........
Judicial functions.................................... .
Executive direction and management........
Federal financial management:

Bureau of Internal Revenue (Treas
ury)-------- ------- -------------------------

Customs collection, debt management,
and other (mainly Treasury)______

General Accounting Office.......- ..........
Other central services:

Property management (mainly Gen
eral Services Administration)...........

Civil Service Commission....... ...........
Legal services (Justice)........................
Government Printing Office................
Special fund for management improve*

ment...............- .................. .............
Government payment toward civilian em

ployees' general retirement system.........
Interest on refunds of receipts............ .......
Public buildings construction (General

Services Administration)................ .......
Weather Bureau (Commerce)....... ............
Cemeterial program (Army and American

Battle Monuments Commission)______
Immigration control (Justice)________ ...
Other:

Present programs.................................
Unemployment compensation pay

ments to Federal workers (proposed
legislation).......................................

Civil rights program (proposed legis
lation)----- ------- -------------------------

$34
19
7

208

135
35

169
16
6
5

224
87

110

$43
27

230
►
136
36

139
17

301
93

$50
31
12

253

134
37

110
17
9

11

Total.. 1,170

333
100

53
26

21
32

24

13

1
1,267

253

133
37

333
100

28
26

13 
32

47

14 

1
11,231

$3

iT h is  Budget also Includes 41 million dollars of appropriations to liquidate prior year contract 
authorizations.

estimated for 1951 represent the Government payment necessary to 
enable the fund to cover its currently accruing obligations.

Construction of public buildings.—Of estimated expenditures of 53 
million dollars in 1951 for construction of public buildings, more than 
half is for acquiring sites and drawing plans for future construction 
in accordance with the Public Buildings Act of 1949. Expenditures 
for actual construction will be limited to projects already under way.
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Operation of the Weather Bureau.—Modest increases are requested 
to meet the increased demand for the services of the Weather Bureau. 
These include the requirements for general weather service, aviation 
forecasts, and assisting in the protection of our forests from fire 
hazards. Increases in Atlantic weather patrol observations and in 
forecasting and briefing services to pilots on international flights are 
to meet commitments under the International Civil Aviation Organ
ization.

Government of Guam, Samoa, and the trust territory of the Pacific 
islands.—It is the announced aim of this Government to accord civil 
government to the inhabitants of its non-self-governing Pacific 
Territories—Guam and American Samoa—which have been under 
American rule for half a century, and the trust territory of the Pacific 
islands which we administer under a United Nations trusteeship 
agreement. As a partial step in this direction I have transferred 
administrative responsibility for Guam to the Secretary of the Interior 
and have directed that arrangements be made for a similar transfer 
on July 1, 1951, with respect to American Samoa and the trust 
territory. This Budget includes 2 million dollars for Guam as part 
of a 4 million dollar appropriation recommended for administration of 
Territories and possessions for the fiscal year 1951. I urge that the 
Congress enact the proposed organic acts now before it, providing 
for the civil government of Guam and American Samoa, and similar 
legislation for the trust territory of the Pacific islands.

Development of the National Capital.— I renew my request that the 
National Capital Park and Planning Commission be established on a 
stronger statutory basis. This would enable the Commission to fulfill 
more effectively its obligations to plan the orderly, coordinated de
velopment of the District of Columbia and nearby areas in Maryland 
and Virginia.

Government Services Corporation.— Several organizations not within 
the normal governmental framework now provide, in Government 
buildings and on Government property, cafeteria and recreational 
services for Federal employees. I recommend that the Congress pass 
legislation now before it to create a self-supporting Government cor
poration to carry out these essentially governmental responsibilities.

Federal employees1 unemployment compensation.— The proposed 
broadening of the coverage of the unemployment compensation pro
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gram, recommended elsewhere in this Message, requires a Government 
payment to extend coverage to Federal employees. This Budget in
cludes 13.5 million dollars for an appropriation to cover benefit pay
ments in the second half of fiscal year 1951, when it is anticipated the 
program will be in operation.

Civil rights program.—This Budget includes funds to expand civil 
rights enforcement activities of the Department of Justice under 
present laws. In addition to the amount provided for establishing a 
Fair Employment Practice Commission, there is included 800 thousand 
dollars as the amount needed under proposed legislation to establish a 
permanent Commission on Civil Rights, which would continuously 
review our practices and policies in this field, and to provide for an 
additional Assistant Attorney General to supervise a needed civil 
rights division in the Department of Justice.

INTEREST ON THE PUBLIC DEBT

Interest on the public debt is a fixed obligation of the Government, 
determined by the amount of Federal securities outstanding and their 
interest rates. Payments are financed by permanent indefinite 
appropriations which do not require annual congressional action.

INTEREST ON THE PUBLIC DEBT 

[Fiscal years. In millions]

Expenditures Appropria 
tions for

Agency
1949

actual
1950

estimated
1951

estimated

1951 (per
manent 

indefinite)

Treasury Department......... ....................... ............. ............ $5,352 $5, 725 $5, 625 $5,625

Interest payments of 5.6 billion dollars estimated for 1951 are 
lower than those in 1950, because a shift in reporting methods caused 
a nonrecurring addition of over 200 million dollars in 1950. Under 
the new method, effective in the fiscal year 1950, all interest pay
ments are now reported as they become payable rather than when 
they are actually paid. As a result of the transition, the 1950 total 
includes interest for prior years that was payable but had not yet 
been presented for payment at the beginning of the fiscal year 1950. 
This change does not significantly affect the reporting of interest 
payments in 1951 and later years.
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Apart from this nonrecurring item, total interest payments will 
continue to rise in the fiscal year 1951. Each year more of the savings 
bonds sold during the war reach the stage where interest accrues at 
higher rates. Moreover, continuing accumulations of Government 
trust funds will cause further increases in special issues to such funds 
of obligations bearing rates of interest higher than the average on the 
entire public debt. Finally, the Budget deficits this year and next 
will add to the total volume of interest-bearing debt. Savings in re
funding operations, however, will offset some of this increase in interest 
cost.

Interest payments on the Federal debt are widely distributed, and 
represent a particularly important source of income to certain insti
tutions and groups. Almost 2 billion dollars of interest in the fiscal 
year 1951 is expected to go to individuals and unincorporated busi
nesses. About 1 billion dollars will be paid to commercial banks and 
almost 1.5 billion to insurance companies, mutual savings banks, and 
other private investors. Another 1 billion dollars will go to Govern
ment retirement funds, social security funds, and various other 
Government trust funds to build up reserves out of which future 
benefits will be paid. Over 250 million dollars of interest in 1951 will 
be paid to the Federal Reserve banks; more than half of such pay
ments will be returned to the Treasury and deposited into miscella
neous receipts. The remainder will be used to defray most of the 
operating expenses of the Federal Reserve System, to pay dividends 
to member banks, and to add to surplus.

PROPOSED LEGISLATION—A SUMMARY

The following table shows estimated expenditures, appropriations, 
and other authorizations included in the Budget for programs under 
proposed legislation. The second table shows the effect of proposed 
legislation upon the Government trust funds.

Many of the programs listed under proposed legislation are actually 
continuations of programs already in existence but for which new 
authorizations are required to permit their continuance in 1951. 
These items are set forth separately in the first part of the table.

The Budget also contains a general reserve for contingencies. It 
is designed as a minimum provision for activities not now definitely 
foreseen, but on which action may be required before the end of the 
fiscal year.
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PROPOSED LEGISLATION 

(Summary of amounts included in the Budget)
[Fiscal years. In millions]

Function and program
Estimated 
expendi

tures, 1951

Anticipated supplemental 
appropriations and other 
authorizations

1950 1951

EXTENSION OF EXISTING LEGISLATION

International affairs and finance:
Extension of European recovery program and other for

eign fvid _ _ _ _ _ _ _ _  _ ......... . .... $1,700.0

200.0

$3,100.0 
} 647.5 
I [500.01 

[8.0] 
4.2

(250. 0)

Fyt.p.nsinn nf mnt.iial defense assistanp.p.

Inter-American highways_______ ________________________
National defense: Selective service program_____  ___________ 3.9

125.0
17.8

-1 2 .7

Housing and community development:
Mortgage purchases____________________________________ - ($500.0) 

(25. 0)Loans to prefabricators____ __________. _________________
Extension and modification of loan insurance___ _________

Agriculture and agricultural resources: Commodity Credit 
Corporation_________ ___________________________________  _ (2, 000. 0)

Transportation and communication:
Federal-aid postwar highway program___________________ [500.0] 

[20.0]

(250.0) 
16.0

Forest highways_______________________________________  -
Finance, commerce, and industry:

Business loans and guarantees___________ ________________ 10.0
15.0Extension of rent control__________________________ ______

Expenditures and appropriations (net)_______ ______ ___ 2,059. 0 3, 767.7 
[1,028.0] 

(500.0)
Contract authorizations___________ _________ _________
Public debt authorizations_____________________________ (2, 525.0)

NEW LEGISLATION

International affairs and finance:
Technical assistance to economically underdeveloped areas 

(Point IV )____________________ ____________ ____________ 25.0 
110.0

2.5
20.0 
2.4

35.0
115.0

2.5

Assistance to the Republic of Korea_____________________ 65.0
Contributions to International Trade Organization and 

other international organizations.............. ..........................
Relief of Palestine refugees_____ _________________________ 27.0
Expanded displaced persons program___________________ 2.6 

[8. 0] 
f 131.7 
1 [240.0]

250.3
4.3

45.0 
5.0 
9.5

35.0

Rama Road, Nicaragua_______________________  _________

National defense: Military functions (including public works) -

Social welfare, health, and security:
Expansion of public assistance programs ____________

70.0

200.3
4.3

30.0 
4.5 
6.9

25.0

Expansion of vocational rehabilitation program__________
Aid to medical education _________________ ________ _____
Increased aid to local public health services______ ________
Increased grants to States for maternal and child welfare.. 
Health services for school children__________ _____________

N o t e .— [ ] in d ica te  co n tra c t  a u th oriza tion s . ( )  in d ica te  p u b lic  d e b t  a u th oriza tion s .
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p r o p o s e d  l e g i s l a t i o n — c o n t i n u e d

[Fiscal years. In millions]

Function and program
Estimated 
expendi

tures, 1951

Anticipated supplemental 
appropriations and other 
authorizations

1950 1951

new  leg is la tio n —continued

Housing and community development:
| $35.0Cooperative housing for middle-income families.................- $50.0 1 (25.0)

Loans to othp.r cooperatives ....... 30.0
Home Loan Bank Board stand-by borrowing authority.. 
Disaster relief. _

(0
5.0

($1,750.0)
5.0

Education and general research:
General aid for operating expenses, elementary and

secondary schools______________________ ____ __________ 290.2 300.2
Surveys and emergency construction, elementary and

secondary schools............- . .............. ...................................... 22.2 45.2
Education of children on Federal properties and in emer

gency areas. . ____ ___________________________________ 7.0 7.0
General assistance to college students____________________ 0.9 1.0
National Science Foundation............................................... 0.4 0.5

Agriculture and agricultural resources: Administration of
Commodity Exchange A ct................ ....................... ................... 0.7 0.8

Natural resources:
Research in utilization of salt water__________ ________ _ 0.5 0.5
Baltimore-Washington Parkway____________ ____________ 2.0 3.0

Transportation and communication:
Inland Waterways Corporation.............................................. 3.0 3.0
St. Lawrence seaway and power project.......... ........... 4.0 6.0
Construction of public airports, Territory of Alaska 3. 5 4.5

Forest highways, Alaska............................................. .............. 2.9
f 2.9
I [4.4J

Postal rate increase (increased revenue)__________________ -395.0 -395.0
Labor:

Expanded unemployment insurance: Administration and
reinsurance____ _____________________ ____ ____________ 12.4 12.5

Industrial safety program. ___________________ ________ 6.0 6.0
Fair Employment Practice Commission............ ...... 0.6 0.7

General government:
Strengthening Federal civil rights program.......... ............... 0.7 0.8
Unemployment compensation payments to Federal

workers........................... .......... ................... ............ ................ 13.4 13.5

Expenditures and appropriations (net)_____ _________ 561.3 96.5 684.5
Contract authorizations... [252.4J 

(25.0)Public debt authorizations__________________________ (1,750.0)

* Estimated additional receipts of 60 million dollars in 1951.

N o te .—I ] indicate contract authorizations. ( ) indicate public debt authorizations.
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PROPOSED LEGISLATION AFFECTING TRUST FUNDS 

[In millions]

Function and program 1951
estimated

SOCIAL WELFARE, HEALTH, AND SECURITY

Extend and improve old-age and survivors insurance:
Additional receipts________  _____________________ ____ ___________________________ ____ $1,200.0 

1,433.0Additional disbursements____________ _____ _______ . _________________________________

Net accumulation in reserve. __________________________________________ _____________ -233.0

Medical care insurance:
Receipts____ ______________________________ ______________________ ____________________ 250.0

35.0Disbursements for initial expenses_____________ ____ ______ ___________________________

Net accumulation in reserve_______________________________________ ______ ________ _ _ 215.0

The Budget for the fiscal year 1951 reflects the great strength and 
the extensive responsibilities of this country. It represents much 
more than a collection of facts and figures—it represents the pro
gram which I am recommending for our Government in the months 
ahead. It will influence the course of events for years beyond 1951, 
and the success with which we push ahead toward enduring peace, 
continuing economic growth, and a steady strengthening of our 
democratic society.

In preparing this Budget, I have earnestly applied the fundamental 
principles which, in the present circumstances, should guide us in the 
conduct of our affairs. It is an honest Budget, which meets the 
realities which face us. It provides for essential activities on a 
minimum basis and no more, despite the great pressures which exist 
on every side for larger expenditures on specific programs. It meets 
the obligation of our Government to nourish and support the eco
nomic and social health of our Nation. It not only provides for 
substantial progress in 1951 toward our goal of budgetary balance 
but also lays the basis for further improvement in subsequent years 
consistent with the welfare of the country.

We are still a young and growing Nation with a great reserve of 
human skills and productive resources. We have made and shall 
make more progress toward a less threatening world. Our strength 
is not being impaired by our present great responsibilities and the 
temporary deficits required to meet them. Given wise policies, 
which meet the broadest tests of national welfare, we can look for
ward to the future with confidence.

H arry  S. T rum an .
J a n u a ry  3, 1950.
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BUDGET MESSAGE OF THE PRESIDENT

To the Congress oj the United States:
I transmit herewith my recommendations for the Budget of the 

United States Government for the fiscal year ending June 30, 1952.

This is a Budget for our national security in a period of grave 
danger.

It calls for expenditures of 71.6 billion dollars in the fiscal year 
1952— a total 78 percent above expenditures for the year which ended 
last June 30. That increase is one measure of the vast new responsi
bilities thrust upon the American people by the communist assaults 
upon freedom in Asia and the threats to freedom in other parts of the 
world.

BUDGET TOTALS 

[Fiscal years. In billions]

1950
actual

1951
estimated

1952
estimated

Receipts (excluding proposed new tax legislation)____________ $37.0
40.1

$44.5
47.2

$55.1
71.6Expenditures_______________________________________________

Deficit....................................................... .......... ................. -3 .1 -2 .7 -1 6 .5

The new emphasis on military preparedness reflects the necessities 
of the world situation today. It reflects no shift of purpose. Our 
purpose remains to secure and strengthen peace. We are determined 
to seek peace by every honorable means— mindful of our responsi
bility to ourselves, to our friends and allies, and to humanity every
where to spare the world the tragedy of another world war. We are 
likewise determined to spare ourselves and the world the even deeper 
tragedy of the surrender of justice and freedom.

Another system— powerful in resources, hostile in intent, and ruth
less in method— is seeking the destruction of all the values we would 
preserve. That system is under the mastery of men unrestrained by 
considerations of responsibility to their people and guided by twisted 
dogma. They can be restrained only if defensive strength is arrayed 
against them. Our best hope now is to build our strength to the point 
necessary to bring them to caution, if not to wisdom. We are com
pelled to make the creation of strength a paramount aim.

In our drive to build up our defenses, we and the countries associated 
with us have a twofold goal— first, military forces strong enough to 
provide a powerful deterrent to those who may be contemplating new

m5
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aggression; second, readiness for immediate mobilization of all our 
power if that becomes necessary.

This Budget reflects our determination.
First, it incorporates our expenditures for military purposes— to 

build swiftly an active force of highly trained men, equipped with the 
most modern weapons, and supported by ready reserves of men, 
supplies, and equipment.

Second, it includes our expenditures to help other threatened na
tions rebuild their strength and to participate with them in a program 
of mutual aid and common defense.

Third, it embodies our Government programs for the expansion of 
productive capacity and the concentration of needed capacity on 
defense requirements— at the expense where necessary of normal 
civilian purposes.

Fourth, it contains expenditures for programs which will maintain 
and develop our national strength over the long run, keeping in mind 
that the present emergency may be of long duration and we must 
therefore be prepared for crises in the more distant as well as in the 
immediate future.

Fifth, it reflects reductions in other expenditures, in order to divert 
a maximum of resources to the overriding requirements of national 
security.

As a sixth budgetary measure, I shall shortly recommend an increase 
in tax revenues in the conviction that we must attain a balanced 
budget to provide a sound financial basis for what may be an extended 
period of very high defense expenditures.

CONTENTS OF THE BUDGET

The accompanying comparative table shows projected expenditures 
for the major programs or functions of the Government for the fiscal 
year 1952, revised estimates for the current year, and actual expendi
tures for the year which ended last June 30. Estimated appropria
tions and other new obligational authority for 1952 are also shown. 
Differences between obligational authority and expenditures are 
accounted for by the fact that obligational authority granted in one 
fiscal year may be spent in part in subsequent fiscal years.

The table covers expenditures from general and special funds of the 
Treasury, plus net expenditures of wholly owned Government 
corporations. The estimates include requirements under proposed as 
well as existing legislation. Expenditures from trust funds are ex
cluded from this table, but operations of the major trust funds are 
discussed in subsequent sections of the Budget Message.
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BUDGET EXPENDITURES AND AUTHORIZATIONS BY MAJOR FUNCTIONS

[Fiscal years. In millions]

Function

Expenditures Recommended 
new obliga

tional authority 
for 1952 i1950

actual
1951

estimated
1952

estimated

Military services.-- ______________________________ $12,303 $20,994 $41,421 $60,971
International security and foreign relations________ 4,803 4, 726 7,461 10,956
Finance, commerce, and industry.-. _____________ 227 368 1,524 1,568
Labor_________________________  ______ ___________ 263 212 215 225
Transportation and communication_______________ 1,752 1,970 1,685 1,414
Natural resou rces--.___ ________  _________ _____ 1,554 2,117 2, 519 2,111
Agriculture and agricultural resources____________ 2,784 986 1,429 1,483
Housing and community development___ _____ __ 261 409 2 -102 1,018
Education and general research.. __________  _ 114 143 483 468
Social security, welfare, and health___ ____________ 2, 213 2, 520 2, 625 2, 552
Veterans’ services and benefits. . _________ ______ 6,627 5,746 4, 911 4,426
General government_____________________  ___  _ 1,108 1,252 1,351 1,140
Interest______________________ ____________________ 5, 817 5, 722 5, 897 5,897
Reserve for contingencies __________ __________ 45 175 200
Adjustment to daily Treasury statem ent_________ +330

Total_________________________________ _____ 40,156 47, 210 71, 594 94,429

1 This column excludes 4,075 million dollars of recommended appropriations to liquidate prior year 
contract authorizations.

2 Excess of receipts over expenditures.

The requirements of national security are reflected in every major 
function of the Budget. The entire Government is being redirected 
to meet the compelling demands of national security, and each func
tional category includes activities which support, directly or indirectly, 
the defense effort.

The two largest categories— military services and international 
security and foreign relations— are devoted in their entirety to the 
broad objectives of national security. The military services category 
includes the costs of the Armed Forces and certain additional programs 
closely related to the military, particularly the stockpiling of strategic 
and critical materials and the activities of the National Advisory 
Committee for Aeronautics. Under the international security and 
foreign relations heading are the costs of weapons provided to our 
North Atlantic Treaty allies and to other free nations, as well as ex
penditures for economic assistance and for the expanded international 
information program.

The military and international categories account for expenditures 
of 41.4 and 7.5 billion dollars, respectively, in the fiscal year 1952. 
Together they total 48.9 billions, or nearly 69 percent of the total 
Budget.
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This total is an increase of 90 percent over the 25.7 billion dollars 
estimated as expenditures for these purposes during the current year—  
accounted for almost wholly by the great expansion of the military 
procurement program.

Our military requirements are of several kinds. We must maintain 
and supply our forces fighting in Korea. We must provide modern 
equipment for the expansion of our Army, Navy, and Air Force to 
the present combined goal of nearly three and a half million men. We 
must provide equipment for training purposes and for the civilian 
components not on active duty. We must provide military items to 
our allies as an essential part of our own defense. We must build a 
production base and materiel reserves against the contingency of 
full-scale war.

These demands do not press evenly on all sectors of defense pro
duction. In some areas, large supplies of military items remain from 
the recent war and reduce the need for new large-scale production. 
Our reserve naval fleet, for example, is an asset which reduces sharply 
the need for mass construction of new warships. In some cases, the 
record-breaking military production of the war years has left us with 
reserves of productive capacity. In other cases present capacity is 
far from adequate. The economic mobilization program will therefore 
be selective in character— in some areas, an all-out drive, with exten
sive conversion of civilian capacity; in other areas, a comparatively 
small expansion of present production rates.

At the same time that we sharply increase our own military produc
tion, Canada and the Western European nations with whom we are 
allied under the North Atlantic Treaty will be making comparable 
efforts. Nations outside the North Atlantic organization, including 
our neighbors in Latin America, are also making important contri
butions to the common security. Our international programs recog
nize that this Nation’s own security is directly related to the security 
and defensive strength of our allies and that equipment and materials 
supplied to help arm their forces or to support their military produc
tion are, in fact, additions to our own defensive strength.

Figures shown in this Budget for both the military and the inter
national security programs may be subject to substantial adjustment 
as the defense program progresses. Detailed estimates of new obliga
tional authority for these categories are not included in the Budget 
at this time, in order to permit more thorough programing of specific 
requirements. Actual expenditures will depend on how rapidly we 
are able to produce the military items for which funds are made 
available.

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

1952



MESSAGE OF THE PRESIDENT

A defense program of the size now being undertaken must be 
supported by a strong and expanding economic base. Five major 
categories of Federal programs contribute directly to this economic 
base. These are: (1) finance, commerce, and industry; (2) labor; 
(3) transportation and communication; (4) natural resources; and 
(5) agriculture and agricultural resources. Together these categories 
make up 7.4 billion dollars of expenditures in the fiscal year 1952, or
10 percent of the Budget.

This total compares to 5.7 billion dollars estimated as expenditures 
for these purposes in the current fiscal year. The increase reflects 
primarily our programs to expand private production facilities through 
Federal action, to administer economic controls, and to add capacity 
for atomic energy activities.

Four other categories of Budget expenditures include programs 
which contribute to national strength through protecting and im
proving the health, education, and well-being of the individuals 
and families who make up the Nation. These classifications are: 
(1) housing and community development; (2) education and general 
research; (3) social security, welfare, and health; and (4) veterans’ serv
ices and benefits.

These four categories account for a total of 7.9 billion dollars, or
11 percent of Budget expenditures in the fiscal year 1952. This 
represents a reduction of nearly a billion dollars from the current 
year’s anticipated expenditures. If it were not for the major new 
programs of civil defense and defense housing, community facilities, 
and services, the total reduction would be even greater.

The general operations of Government— including the legislative 
and judicial branches and such general activities of the executive 
branch as tax collection, civil-service retirement payments, and central 
supply, records, and buildings services— amount to 1.4 billion dollars, 
or 2 percent of the 1952 Budget. Apart from the expected costs of 
dispersal of Government agencies, this group of expenditures is also 
scheduled to decline from the 1951 level.

Interest payments will amount to an estimated 5.9 billion dollars 
in the fiscal year 1952, or 8 percent of the total Budget.

In order that our resources can be diverted to meet the demands of 
national security, strict economy in nondefense spending is required. 
Such a policy is incorporated in this Budget. For example, the only 
major new public works projects included in the Budget are those 
directly necessary to the defense effort. Construction on many public 
works projects now under way has been substantially curtailed. 
Many other activities are being contracted. Expenditures for the
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maintenance of Government property have been held to a minimum 
consistent with protection of Government investments. Cost in
creases, such as the rise that has already taken place in the prices of 
what the Government buys, are in many instances being absorbed 
by the agencies through compensating economies. Increases have 
been allowed where increasing workloads must be met or where 
further accumulation of backlogs of work cannot be tolerated, but 
only to the extent that the work cannot be taken care of through 
increased efficiency or reductions in service standards.

MANAGEMENT OF THE GOVERNM ENTS PROGRAM

Direction of the Nation’s security program in this critical period 
will require the highest degree of administrative effectiveness in the 
Federal Government. Concerted efforts are being made to strengthen 
the organization and management of the executive branch for the 
extraordinarily difficult tasks that lie ahead. During the coming 
period, we must be able to make quickly such changes in the assign
ment of governmental functions as are needed to carry out national 
security programs. Under the Defense Production Act, I have by 
Executive order created the Office of Defense Mobilization, the 
Defense Production Administration, the Economic Stabilization 
Agency, and other emergency agencies with extensive delegation of 
authority. However, authority under that act covers only a part of 
the range of defense functions. During World Wars I and II the 
President was given emergency reorganization powers. These powers 
were extensively used to keep Government organization continu
ously in line with mobilization needs. Such authority for temporary 
changes is needed in the current emergency and should be one of 
the early measures considered by the Congress.

In addition to concentrating on the organization and management 
of the defense program, I shall continue to emphasize throughout the 
Government the management improvement program, instituted in 
1949 to achieve greater efficiency in all Federal activities.

The last Congress took many important legislative actions aimed at 
improving governmental administration. Other actions are, however, 
still required. Some of these measures I shall incorporate in re
organization plans to be submitted to the Congress under the Reorgan
ization Act of 1949. Others require legislation, including such im
portant matters as improvements in the civil-service system and in 
the administration of the postal service.

The actions in the field of organization and management which we 
have taken in the past years have increased the ability of the Govern
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ment to deal with a major defense effort. We must continue to make 
progress in this field.

PAYING THE COSTS OF DEFENSE

When the American people resolved to undertake the defense 
program now under way, they accepted also the necessity for the 
increases in their taxes that the new level of expenditures requires. 
National security in the present world can be attained only with 
direct and heavy cost to each one of us.

High taxes are indispensable to our successful mobilization. They 
are required to preserve confidence in the integrity of the Govern
ment’s finances, to distribute the heavy financial costs of defense fairly 
among all the people, to reduce excessive demand for raw materials 
and industrial products required for national defense, and to choke off 
inflationary pressures. We cannot as a Nation buy a defense estab
lishment of the size that is now being constructed and still as indi
viduals expect to spend our money to the same degree as before for 
normal peacetime purposes. Unless positive action is taken on the 
tax front, our defense effort will be in continuous jeopardy.

The tax legislation passed last year substantially increased our 
revenues. The Revenue Act of 1950, approved within 3 months after 
the invasion of the Republic of Korea, increased income taxes on indi
viduals and corporations and closed some loopholes in the income tax 
laws. The corporation excess profits tax, passed in the final week of 
the Eighty-first Congress, also increased our revenues while at the 
same time placing the higher levies upon those businesses which can 
best afford to pay increased taxes.

In spite of these new tax measures, a deficit of 16.5 billion dollars is 
estimated for the fiscal year 1952 if no further tax legislation is enacted. 
At this time, sound public finance and fiscal policy require that we 
balance the Budget. I shall shortly transmit to the Congress recom
mendations for new revenue legislation.

Even a balanced budget will not of itself serve to keep our economy 
stable during a period of rapidly rising defense expenditures. The full 
amount of inflationary pressure is not measured by the budget deficit 
alone, since this reflects only payments actually made. The Depart
ment of Defense alone will have been granted for the fiscal years 1951 
and 1952 an estimated 112 billion dollars of obligational authority for 
its military functions, and additional amounts will have been made 
available for foreign military-aid programs. Bidding for manpower 
and materials, which pushes prices upward, begins as soon as procure
ment contracts to be paid from these authorizations are signed, even
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though expenditures may not take place for a year or more. Other 
positive stabilization measures, including allocations, and credit, 
price and wage controls, are essential to offset the inflationary pres
sures which are not reflected in the single figure of the budget deficit.

The following table provides a breakdown of anticipated budget 
receipts during the fiscal year 1952, based on existing legislation, com
pared with actual receipts during the fiscal year 1950 and revised 
estimated receipts for the current year.

BUDGET RECEIPTS

(Fiscal years. In millions]

Source 1950
actual

1951
estimated

1952
estimated

Direct taxes on individuals:
Individual income taxes______________________________ $17,409 

706
$21,599 $26,025 

755Estate and gift taxes___________________________________ 710
Direct taxes on corporations:

Income and excess profits taxes____ _____________  _____ 10,854 
7,597 

423

13,560 20,000
8,222

620
Excises__________________________________________ *8,240 

600Customs_____________________________________________ ______
Employment taxes:

Federal Insurance Contributions A ct______ 2,106 
226

2,960
239

3,823 
263Federal Unemployment Tax A ct_________________________

Railroad Retirement Tax Act______________ _ 551 565 613
Railroad Unemployment Insurance A ct__________________ 9 10 10

Miscellaneous receipts_________________________ ______ ______ 1,430

-2,106 
-2,160

1,325 1,333

-3 ,  823 
- 2 ,  703

Deduct:
Appropriation to social security trust fund________ _______ -2,960
Refunds of receipts. ________________ ____________ _______ -2,336

Budget receipts________________________________ ______ 37,045 44, 512 55,138

N ote.—Includes only receipts under existing legislation.

Under existing legislation, including the recently enacted tax meas
ures, budget receipts for the fiscal year 1952 are estimated at 55.1 
billion dollars. This is 10.6 billion dollars higher than the estimate 
for the current year. Receipts from direct taxes on corporations 
show the greatest increase, 6.4 billion dollars over corresponding 
receipts for the current fiscal year. The combined effects of the 
Revenue Act of 1950, the Excess Profits Tax Act, and peak levels of 
corporate profits are reflected in this estimate. Direct taxes on 
individuals increase 4.4 billion dollars as a result of the high levels of 
income anticipated and a full year of operation under the Revenue 
Act of 1950. Although the collections from certain excise taxes will 
decline as production of some manufactured goods is affected by 
shortages of materials, receipts from other excises and all other 
major sources will increase.
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BORROWING AND PUBLIC DEBT

At the beginning of the current fiscal year the public debt stood at 
257.4 billion dollars. The debt will rise to approximately 260 billion 
dollars by June 30, 1951, as a reflection of the financing of the budget 
deficit for the current fiscal year. The amount of the increase in 
debt beyond June 30, 1951, depends upon the extent to which the 
projected deficit for the fiscal year 1952 is reduced through the 
enactment of additional tax legislation.

PROGRAMS

The following sections outline in more detail the character and 
extent of the programs which are to be financed from this Budget. 
Further detailed descriptions of the programs of the Government, as 
well as certain special analyses covering public works, grants to 
State and local governments, investment and operating expenditures, 
and Federal credit programs, are included elsewhere in the Budget.

M ILITARY SERVICES

The free nations of the world will continue to seek settlement of 
international disagreements peaceably and honorably within the 
framework of the United Nations— but they will rebuild their defenses 
rapidly. The communist attacks in Korea have served notice upon 
us all that the Soviet rulers are willing to risk the peace of the world 
to carry out their ambitions.

In response to the grave common peril, the free world is now moving 
forward, with increasing speed, determination, and unity, to build 
powerful defenses. This mutual effort is required both to deter further 
communist aggression and to insure that we shall emerge victorious 
if war is thrust upon us.

This Nation, as the strongest member of the free world, must pro
vide the leadership in this great undertaking by developing its own 
military forces and, at the same time, assisting the other free nations 
on a large scale, in order to quickly achieve adequate mutual defenses.

The recommended program for building our own military strength 
is discussed in this section. The program for assisting other free 
nations in developing their strength is discussed under international 
security and foreign relations.

Department ojDejense.— One year ago, I proposed a military program 
for the fiscal year 1951 based on active forces totaling about 1.5 million 
men and women, in a state of relative readiness, and backed by a
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moderate rate of military production and a substantial level of research 
and development.

The communist attacks in Korea and the imminent possibility of 
further attacks elsewhere have already caused us to quadruple the 
budget for the Department of Defense. To the initial enactment of 
13.3 billion dollars in new obligational authority for the fiscal year
1951, including nearly a billion dollars of prior year authorizations 
made available, the Congress has in the past 6 months added 28.7 
billion dollars. In this Budget I am tentatively including an addi
tional 10 billion dollars of obligational authority. This will make a 
total of 52 billion dollars for the fiscal year 1951.

Because of the extensive planning involved, I am not submitting 
detailed 1952 estimates for the Department of Defense at this time. 
The Budget includes, however, an over-all estimate of 60 billion 
dollars, which is expected to be the approximate total of new obliga
tional authority requested this spring for the fiscal year 1952.

The expenditure estimates for the military functions of the Depart
ment of Defense are also tentative. At the present time expenditures 
of 20 billion dollars are estimated for the fiscal year 1951 and 40 billion 
dollars for 1952.

MILITARY SERVICES

[Fiscal years. In millions]

Program or agency

Expenditures Recommended 
new obliga

tional authority 
for 1952 i1950

actual
1951

estimated
1952

estimated

Department of Defense—military functions_______
Activities supporting military services:

Stockpiling of strategic and critical materials __ 
Selective Service System:

Present program _ __________________

$11,889

438

9

$20,000 

900 

37

$40,000 

1,300

$60, 000 

820

Proposed legislation. ________ _ ___ 45
78

-4 3
41

50
68National Advisory Committee for Aeronautics. 

Reconstruction Finance Corporation (net 
receipts) __________ ____ _____ __ _______

54

-107
20

62

-4 0
35Other. _____  __________ ______ _ _______ 33

Total_________ ___________ ___________ _____ 12,303 20, 994 41, 421 60,971

1 This column excludes 2,702 million dollars of recommended appropriations to liquidate prior year contract 
authority.

The increased funds for fiscal years 1951 and 1952 will serve four 
major interrelated purposes. First, they will support the current 
increase in the strength of our active forces; second, they will finance 
the military production program designed to produce rapidly the
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modern equipment needed to supply our forces; third, they will 
provide reserves of equipment for still larger United States forces 
should these become necessary; and, fourth, they will help us to de
velop the production capacity of the country to the point where we 
could move rapidly to full mobilization should the need arise.

Six months ago our active military forces numbered less than one 
and a half million men and women. They have already been increased 
by about a million and this Budget includes funds to reach and 
maintain our present goal of nearly a million more.

We also have now available for rapid mobilization more than two 
million men and women in the National Guard and the Reserves of 
the Army, Navy, and Air Force. The Budget provides funds to 
increase the strength and degree of readiness of these Reserve organi
zations.

While, the exact size and disposition of our active forces by units 
and geographic location must be kept secret in times like the present, 
in general we are increasing rapidly the number of active units. In 
the Army, we have called to active duty several National Guard 
divisions and reactivated certain regular divisions. We shall soon 
have a force more than twice as strong as our pre-Korea Army. In the 
Navy, by continuing to reactivate ships from the “moth-ball” fleet, we 
shall soon raise the active fleet to a strength more than 50 percent 
above that of a year ago. This Budget provides for maintaining two 
full Marine divisions plus additional separate units. In the Air Force, 
we are expanding the structure from 48 to 84 air wings; these will be 
rapidly brought up to full strength in trained men, and additional 
wings will be added.

The expansion of the active forces is reflected in the Budget not 
only in larger total amounts for pay and allowances, but also in 
increased funds for housing, training, and maintaining such forces.

We are now establishing training centers, bases, and camps for the 
enlarged forces. Furthermore, in order to prepare for the possibility 
of further mobilization, we shall be opening facilities with sufficient 
capacity to handle larger active forces than our immediate goals 
require. This Budget will provide, therefore, for a considerable 
increase in military public works expenditures— primarily to expand 
and improve troop training centers and air bases.

By far the largest part of the funds requested for the military 
services will be used to procure modern equipment. We have large 
stocks of some types of equipment, such as rifles and naval ships, 
which need only to be taken from storage and, in some cases, mod-
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ernized. But in many other types, such as planes, tanks, electronic 
equipment, recoilless weapons, and rockets, we need to put into rapid 
production new models incorporating basic improvements that have 
been made since the end of World War II. This means a major 
production effort in order to obtain the best and most modern equip
ment for our enlarged active forces and for large reserve stocks.

This effort will require prompt and accurate planning and scheduling 
of military procurement and production in order to anticipate and 
forestall potential bottlenecks in materials, manpower, or facilities. 
For example, schedules must be laid out for producing the many com
plicated components of modern military airplanes, such as jet engines 
and electronic fire-control equipment, so that the components can be 
brought together as smoothly and efficiently as possible into finished 
aircraft. Some delays and frictions will inevitably occur in a produc
tion program as large and urgent as that upon which we are now 
embarked. But the experience and teamwork of military and civilian 
officials, of private businessmen and workers, will produce results 
very rapidly.

At the same time that the output of military equipment is stepped 
up, a base is being developed for moving to full-scale mobilization 
if the need should arise. For this reason, military orders are being 
spread among suppliers, instead of being concentrated in a few large 
firms. Production lines will be set up and manufacturers will be made 
familiar with our production needs over and above the immediate 
necessities of our present procurement plans. In this way, military 
production can be increased still further on short notice if that becomes 
necessary.

For example, we expect to develop an aircraft industry that will 
be capable of turning out 50,000 planes in a year, even though we 
will not be actually procuring that many. These planes, on the aver
age, will be approximately 50 percent heavier than those used in 
World War II. Similarly, we shall organize to produce 35,000 tanks 
in a year, although we are not ordering that many now. This means, 
of course, planning for the readiness of basic materials, manpower, 
and components, as well as final assembly lines.

The process of putting military equipment into production will 
not stop or retard our research and development work. On the 
contrary, we shall increase our efforts to maintain superiority in all 
kinds of weapons and equipment. Expenditures for the military 
research and development program will amount to nearly a billion 
dollars in the current fiscal year. The developmental work and the 
production program will be planned so that our troops will be supplied 
with the best weapons in the world.
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Stockpiling.— If full mobilization becomes necessary, larger quantities 
of scarce materials such as copper, chromium, cobalt, and nickel will 
be required immediately. Many of these scarce materials are not 
produced in the United States, and others cannot be produced at a 
rate sufficient to meet all-out military needs. We are consequently 
acquiring and storing large reserve stocks of these materials.

This program will be expanded and developed in accordance with 
our total defense needs. The controls which have been established 
over the use of certain of these materials will assist us in meeting 
our stockpile requirements. We are also participating in the develop
ment of international controls. In addition, vigorous steps are being 
taken, by ourselves and our allies, to expand the production of strategic 
and critical materials both at home and abroad.

A total of 2.9 billion dollars of new obligational authority has been 
made available for the stockpile program during the current fiscal year 
and I am requesting an additional 820 million dollars of obligational 
authority for fiscal year 1952. Expenditures for fiscal year 1951 are 
estimated at 900 million dollars and for fiscal year 1952 at 1.3 billion 
dollars. These estimates must be considered tentative since the stock
piling program is constantly changing in response to new developments 
in both requirements and supply.

Selective service.— To provide the personnel needed for the expansion 
and maintenance of our military strength it will be necessary to rely 
heavily upon continued inductions through the Selective Service 
System. I shall therefore shortly request the Congress to enact the 
necessary legislation.

National Advisory Committee for Aeronautics.— The basic and applied 
research of the National Advisory Committee for Aeronautics is an 
essential part of our total military research program for maintaining 
and increasing our lead in the design of military aircraft. The spend
ing authority recommended for this agency will provide for substantial 
expansion during fiscal year 1952.

INTERNATIONAL SECURITY AND FOREIGN RELATIONS

The combined strength of the free world, in people, in industrial 
capacity, and in natural resources, greatly exceeds that of the Soviet 
Union and its satellites. This great strength must be mobilized 
and organized. Most of all, it must be united in purpose. The Soviet 
rulers are doing their best to split apart the free nations. If the free 
world let that happen, we would be handing the Soviet Union a victory 
without a struggle.
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The Soviet rulers since the last war have been devoting a very large 
percentage of their resources to building military forces greatly in ex
cess of any justifiable defense requirements. If these forces should 
be unleashed and succeed in conquering Western Europe, the Soviet 
rulers would more than double the industrial power now in their hands. 
If the communist forces should seize other major areas of the world, 
the Soviet rulers would control vastly increased reservoirs of manpower 
and raw materials. In either case they would win new strategic bases 
for further aggression. The key to United States security is to join in 
building the free world’s defenses.

In the joint effort, the citizens of other free countries, like our own 
citizens, will be making personal sacrifices. Each free nation must 
make the largest contribution it can to the mutual defense. This 
Nation has greater industrial strength than the rest of the free world 
combined, and must therefore provide assistance on a large scale to 
other nations working with us in the joint defense drive. This assist
ance will permit the other free nations to accelerate the efforts they 
are already making with their own resources and their own energies.

INTERNATIONAL SECURITY AND FOREIGN RELATIONS 

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1952 i

Program or agency
1950

actual
1951

estimated
1952

estimated

Military and economic assistance (present pro
grams. and proposed legislation)_________________

Conduct of foreign affairs:
Overseas information and education___________
Participation in international organizations___
Other State Department activities______ _____

$4, 572

34
55

142

$4,466

57
53

150

$7,112

166
35

148

2 $10,664

115
32

145

T o ta l. ._____ _______________________________ 4, 803 4, 726 7,461 2 10, 956

1 This column excludes 47 million dollars of recommended appropriations to liquidate prior year con
tract authority.

2 Includes 1 billion dollars in new lending authority for the Export-import Bank.

I estimate that expenditures of 7.5 billion dollars will be required 
for all of our international programs in the fiscal year 1952. This total 
will be 2.7 billion dollars more than the expenditure for international 
programs in each of the fiscal years 1951 and 1950. In 1952, the great 
preponderance of total expenditures for military and economic aid 
will go directly for the rapid build-up of mutual defense forces. More 
than one-half of total expenditures will be for procurement of military 
equipment to be shipped from this country to our allies. I shall
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request appropriations of 9.7 billion dollars for these mutual security 
programs, in addition to an increase of 1 billion dollars now requested 
in the lending ceiling of the Export-Import Bank. Actual expendi
tures by the Bank in the fiscal year 1952 will, of course, be only a 
fraction of the increase in lending authority.

The complete request for appropriations will be presented to the 
Congress as soon as remaining details of the program are worked out.

In general, our assistance programs will continue to take two forms—  
provision of military equipment and provision of economic assistance. 
But the balance between these two forms of aid will shift very sharply, 
and will differ according to the strategic, political, and economic 
situation in each free world area requiring assistance.

Military and economic assistance to Europe.— The heart of our 
foreign policy in Europe is the North Atlantic Treaty, which was 
ratified by the Senate on July 21, 1949. Like all international 
undertakings which endure, this treaty is founded upon mutual 
interest. Americans know that the survival of this Nation would be 
gravely imperiled if the free peoples and industrial power of Western 
Europe were to fall under communist subjugation. Correspondingly, 
the majority of Europeans are fully aware of the interdependence 
of their security and ours. Over the coming months, the nations of 
Western Europe will be calling up increasing numbers of their young 
men for military service. They will be diverting their resources to 
production of military weapons. They will be imposing additional 
controls on their civilian economies, particularly on civilian consump
tion. They will be joining with us, through the joint staff organiza
tions which already exist, in standardizing equipment and training 
and in strategic and tactical planning. They are placing major 
elements of their forces under the unified command of the Supreme 
Headquarters of the Allied Powers in Europe.

The North Atlantic Treaty Organization is now a going concern. 
It is backed by an impressive reservoir of skilled people and industrial 
power. It includes not only the military potential of this country 
and Canada, but also the combined strength of the nine European 
members of the North Atlantic Treaty— Great Britain, France, Italy, 
Belgium, Holland, Luxembourg, Norway, Denmark, and Portugal. 
These nine nations alone number altogether 175 million people, or 
almost as many as the Soviet Union. Iceland is also a full participant. 
Greece and Turkey, which within the past few years have proved 
their steadfastness under the threat of aggression, are closely asso
ciated with the mutual effort.
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The power of all these nations, pursuing a common course under 
the United Nations, is being directed to the creation of highly trained 
and well equipped forces-in-being, and a much larger mobilization 
base. The combined European and American forces will serve as a 
powerful deterrent to communist aggression in Europe. There is 
genuine hope, moreover, that arrangements can soon be completed for 
German participation in the common defense.

In order to reach the required level of combined strength in the 
shortest possible time, it will be necessary for the United States to 
give our European partners considerable assistance. The bulk of this 
assistance will be in the form of military equipment and supplies. We 
and our allies are determined that the mutual defense forces shall be 
equipped with modern and effective weapons. Although the Euro
pean countries are undertaking to convert a substantial portion of 
their industries to arms production, they cannot by themselves pro
duce rapidly enough all the complex and expensive weapons needed to 
arm their forces. Our tremendously productive economy must turn 
out many of the weapons needed to arm the European forces.

To achieve the rapid increase in European defenses that is neces
sary, our program of economic aid to Europe must, with a few excep
tions— notably the aid program in Austria— be directed to support 
of the European military build-up, rather than to promoting further 
general economic expansion. The progress made to date under the 
recovery program is standing us and the entire free world in good 
stead in the present situation. In most European countries industry 
is now producing at well above prewar peaks, and this enlarged 
industrial strength can in substantial part be converted to military 
production. Moreover, the improved lot of the ordinary citizen, 
made possible in part by the European recovery program, has re
sulted in a higher degree of political cohesion and a firmer resolve to 
defend democracy and free institutions against aggression.

Western Europe’s requirements for economic aid to support her 
program for building defensive forces arise directly from the disparity 
between her requirements for essential imports from the dollar area 
and her ability to earn dollars. In order to move ahead rapidly with 
defense plans, European countries will require materials and equip
ment of certain types which they can obtain only from the United 
States. These supplies include items essential directly in their 
armament factories, materials for essential consumer goods, food
stuffs, and materials for their most vital export industries. But 
because these countries will be diverting to rearmament a large pro
portion of the resources which would otherwise be engaged in pro
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ducing for export, they cannot for the time being obtain, without 
help from us, all the dollars needed to pay for these essential dollar 
imports.

Much remains to be done in the mutual effort to achieve rapid 
strengthening of European defenses. In general, the commitments 
made by the European countries to the North Atlantic Treaty Or
ganization have not been large enough up to this time. But these 
countries share the deep new sense of urgency which recent events 
have given us, and these difficulties will be rapidly overcome. It 
must be clearly understood that the military and economic aid which 
I am recommending to assist European nations to rearm will be 
conditioned upon their carrying out their full responsibilities for 
building the defensive strength of the North Atlantic Treaty com
munity. The entire free world is in grave peril. This peril can only 
be surmounted by arduous joint efforts, in which each nation carries 
out to the full its allotted responsibilities.

Assistance to other areas oj the free world.— The heightened com
munist pressures in Asia, the Near East, and other non-European 
areas require that we accelerate our existing programs of military 
assistance, which now provide military equipment to certain countries 
which can use it effectively and are faced by internal and external 
communist pressures. However, in comparison with our assistance to 
Europe, which will be predominantly in the form of military equip
ment, our total program of assistance to the non-European areas of 
the free world must place proportionately more emphasis upon 
building security through helping the people and governments of 
these areas to solve pressing economic problems.

To varying degrees, in different parts of the non-European free 
world, the crucial problem in resistance to communism is the attitudes 
and aspirations of the people. In some of these areas, millions of 
people live in desperate conditions of poverty, insecurity, ill health, 
and illiteracy. To them communism may appear as a possible escape 
from unendurable conditions of life. These people must be given real 
faith in their future within the free world through concrete evidence 
that their age-old problems have been recognized and that effective 
steps are being taken to solve them.

In many of these countries the governments are increasingly aware 
of the real problem presented by the low living standards of their 
people and are taking such steps as they can to deal with this problem. 
But many of these governments do not yet have adequate numbers 
of trained administrators and technical and professional personnel, 
and lack the capital funds necessary to carry out critical develop
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mental projects. The United States cannot close the gap between 
reality and aspirations with generalized economic aid, especially in 
the present period of extreme pressure on our economy. What we 
can do is to work with these people and their governments to help them 
solve their problems. By making available to them knowledge and 
skills to supplement their own, together with modest amounts of loan 
capital and assistance grants, we can help these governments to bring 
tangible benefits to their people, and achieve an increase in the unity 
and resource strength of the free world.

In certain other non-European areas many of the countries have 
more experienced governments and a better start toward economic 
development. In these instances, economic and technical assistance 
can make an important contribution by breaking economic bottle
necks. Often the necessary projects in these areas are suitable for 
financing through loans.

We do not propose to assist countries where the governments 
are not sincerely trying to improve the economic conditions of their 
people. Our economic and technical assistance will be granted only 
where it is asked for by national governments which adopt in good 
faith the policies necessary to make the aid effective, and to make 
full use of their own resources.

Our total program of economic assistance to non-European areas of 
the free world will make a major contribution to increasing produc
tivity in agricultural, industrial, and extractive industries. Part of 
the increased output must go directly to improving living standards 
and public services. Another part, including raw materials and 
particularly strategic materials needed for the mutual defense of the 
free world, can be traded with the more industrialized nations for 
capital goods needed for further economic development.

In Asia, we are now supplying military equipment to certain 
nations faced by communist threats against their independence. We 
are also providing economic assistance to help meet urgent problems 
in various parts of Southeast Asia, including Indonesia, Indo-China, 
Burma, Thailand, and Formosa, and a developmental program in the 
Philippines is being inaugurated. Both military and economic aid 
may have to be extended to additional Asian countries, and certain 
present programs will have to be accelerated. In addition, we are 
continuing our economic assistance to Japan, which is progressing 
steadily toward self-support.

In the crucial Near East, we are providing military assistance, loan 
capital, and technical assistance, We are continuing our support of 
the United Nations effort to reintegrate the refugees from Palestine.
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Our assistance to the Near East nations is essential to build up their 
strength against communist pressures.

In Africa, developmental and technical assistance programs are 
being carried out in the overseas territories of the Western European 
countries, in large part through the use of European recovery program 
counterpart funds. These programs, by improving living standards, 
will help to curb the growth of communist pressures and will bring 
about expanded output of vitally needed strategic materials.

In the Western Hemisphere we are joined with our Latin-American 
neighbors in a mutual effort to strengthen our combined defenses and 
to build increased economic strength. The balanced economic devel
opment of Latin America has been, and continues to be, an essential 
objective of American foreign policy. This policy is being supported 
by the public lending agencies which are providing capital for essential 
projects for which private financing is not available. The activities 
of the Institute of Inter-American Affairs in the field of technical 
cooperation are a demonstration of the practical value of the Point 
IV concept. It is essential that our lending and technical assistance 
activities be continued, with a special concentration of effort on 
projects to develop further the economic base of the Latin-American 
countries and to facilitate and expand the production of strategic 
materials vital to the free world in this emergency period.

In many of these areas, extremely important contributions to the 
total effort are being made by American private capital and non
profit institutions.

The technical assistance program, administered in part by United 
Nations agencies, is gaining momentum in many areas, and through 
small expenditures is making an important contribution to pro
ductivity.

A steady outflow of loan capital for critical projects is being 
maintained by the International Bank for Reconstruction and Devel
opment and the Export-Import Bank. The increased need for 
undertakings to expand output of defense materials adds to the 
importance of the functions of the Export-Import Bank at this time. 
The Bank now has only about 500 million dollars of uncommitted 
lending authority. I recommend that the lending authority of the 
Bank be increased at this time by 1 billion dollars.

Our total program of assistance to non-European areas of the free 
world is making a major contribution to the ability of these areas to 
withstand internal and external communist pressures. The recom
mendations to be sent to the Congress will in part represent a continua
tion of these going programs, modified to take account of physical limi
tations of supply in this country, the increased dollar earnings of some 
of the areas, and the general sharpening of communist pressures.
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Conduct of foreign affairs.— Effective conduct of our foreign relations 
takes on increasing importance in the critical world situation. The 
role of the diplomatic forces of the Government is of highest im
portance in organizing and making effective the mutual defense 
program. The need for a continuous flow of political and economic 
intelligence and the heightened tempo of activity in all aspects of 
international relations places a heavy burden upon the existing facili
ties of the Government.

This Government in cooperation with others is now organizing 
international machinery for dealing with world shortages of materials. 
In order to insure that scarce materials are used in the manner which 
will best serve the common defense, application of controls, over 
international movements of certain commodities will be required. 
A substantial proportion of world trade will continue, however, 
through normal markets. In order to carry forward our long run 
policy of developing among the free nations workable trade patterns 
and a greater volume of world trade, I urge the Congress to extend 
the Reciprocal Trade Agreements Act.

Through the international information and education program, 
we are carrying to the rest of the world the truth about our own objec
tives, and exposing the evil objectives of the communist conspiracy. 
During the fiscal year 1951, I requested, and Congress approved, a 
considerable expansion in this activity, including construction of 
additional overseas radio broadcast facilities in the United States and 
abroad. I intend to request from the Congress an additional appro
priation of 100 million dollars for this purpose during the current 
fiscal year. The expanded program will result in expenditures of 57 
million dollars in fiscal year 1951 and 166 million dollars in fiscal year
1952.

In order that our political, economic, and military efforts may 
have their maximum effect, our purposes and objectives must be 
made clear to all. We must promote understanding and unity among 
the free peoples of the world and instill hope in the hearts and minds 
of those who have already fallen victim to aggression. Truth is on 
the side of the free nations of the world. We must make full use of 
this advantage.

FINANCE, COMMERCE, AND INDUSTRY

In the modern world, more than ever, military strength depends on 
economic strength. Since World War II, the Government’s programs 
have been directed toward achieving a strong and growing economy. 
The strength of our economy is now one of our greatest assets in
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deterring communist imperialism and in enabling us to meet military 
emergencies,

In the last 6 months, we have moved rapidly both to meet immediate 
defense requirements and to expand our capacity to produce airplanes, 
tanks, and other defense necessities. This has meant action by pri
vate initiative and by Government along a broad economic front. 
We are reopening all our reserve synthetic rubber plants. A sub
stantial increase in steel and aluminum capacity is already well under 
way, and we will soon take measures to increase production of other 
key materials. Freight car production is being sharply increased. 
Expansion of both private and public power capacity is being accel
erated. Mineral resources are being explored and developed both at 
home and abroad.

FINANCE, COMMERCE, AND INDUSTRY

[Fiscal years. In millions

Expenditures Recommended
Program or agency

1950
actual

1951
estimated

1952
estimated

new obliga
tional authority 

for 1952

Defense production and economic stabilization: 
Expansion of production (net):

Present programs________ ________________ $260 $400
700Proposed legislation_________________ _____ $1,200

Allocations, price and wage controls:
Present programs_______ _________________ 36 3
Proposed legislation_______________________ 273

Rent control:
Present program__________________________ $22 13 1

330Proposed legislation_______________________ 23
Export control:

Present program____________ _____________ 4 3 0)
4Proposed legislation_________________ _____

Business loans and guarantees:
Reconstruction Finance Corporation (net ex

penditures) _________________________________ 166 26 90
Business promotion and regulation:

Department of Commerce_________*__________ 26 19 17 17
Antimonopoly programs__________ ______ ____ 8 8 8 8
Other.. ______________________________________ 6 6 6 6

Promotion and regulation of financial institutions: 
Reconstruction Finance Corporation (net re

ceipts) __  _ - - _____________________ —12 —10 —8
Other (mainly Securities and Exchange Com- 

mission)_____________________________________ 7 7 7 7

Total_____________________________________ 227 368 1,524 1, 568

i Less than one-half million dollars.
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The broad authority provided under the Defense Production Act has 
been a major factor both in increasing the output of defense equipment 
and materials and in guarding against inflation and disruption of our 
economy. While expenditures under this authority help to finance 
defense-supporting programs in other functional categories, they are 
all shown under the finance, commerce, and industry category of the 
Budget. They comprise over 90 percent of the 1.5 billion dollars in 
expenditures estimated for this category in the fiscal year 1952.

Major provisions of the Defense Production Act expire next June 
30. It is already clear that they should be not only extended but 
broadened in several important respects. After the Director of De
fense Mobilization completes his review of the legislation that is 
needed, I shall transmit specific recommendations to the Congress.

Expansion oj production.— The most immediate and direct stimu
lants to defense production are the procurement contracts of the 
armed services. The Department of Defense is spreading contracts 
among as many contractors as practicable in order to develop the 
broad industrial base necessary for rapid mobilization. Where neces
sary, financial assistance is provided through advance payments and 
through Federal guarantees of private loans to defense contractors and 
subcontractors. In addition, the Department of Defense is construct
ing additional plants and facilities to produce military items not 
ordinarily produced by private firms for the civilian market.

Rapid expansion in output of defense equipment and supplies also 
depends on an adequate supply of raw materials and components. 
To encourage private businessmen to expand capacity in these areas, 
the tax laws now permit the portion of new investment attributable to 
defense requirements to be written off in 5 years for income tax pur
poses. Where the need is greater than private lenders can finance or 
the risk more than they can properly take, the Government is making 
direct loans or participating with private lenders. In other cases, the 
Government is entering into long-term procurement contracts, or is pur
chasing and installing Government-owned equipment in defense plants. 
Even with these liberal incentives, however, private enterprise cannot 
be expected to construct certain urgently needed, specialized produc
tive facilities. For this reason, new legislation should include addi
tional authority to construct Government-owned plants and facilities.

Production and distribution controls.— In order to build our defenses 
rapidly and efficiently, we must resort to direct governmental alloca
tion to assure the proper use of our industrial facilities and materials.
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This means reimposing many of the production and distribution con
trols which were so successfully employed in the recent war years. 
Already steps have been taken to prevent excessive inventories, to 
cut back the amounts of critical materials going into nondefense uses, 
and to limit the production of certain nondefense goods using critical 
materials.

These controls must be augmented to keep pace with our rising 
production program. When the full impact of defense procurement 
is felt this spring and in the fiscal year 1952, even more comprehensive 
controls over the use of materials will become essential.

Price and wage controls.—While expansion in productive capacity 
will eventually mean a larger total output, its immediate effect is to 
add to inflationary pressures by absorbing manpower and materials 
which otherwise could be used to produce consumer goods. Vigorous 
use of credit controls and increased taxes, together with voluntary 
restraint by business and labor, have made it possible until recently 
to avoid direct controls over prices or wages.

At the present time, we are beginning to impose price and wage 
controls. Extension of such controls now appears inescapable. To 
administer such controls, as well as to promote effective voluntary 
cooperation, price and wage specialists are being recruited and offices 
are being opened in various cities as rapidly as they can be manned.

Rent control.—The developments in our defense program clearly 
require a further extension of rent control. Excessive rent increases 
will inevitably occur in many decontrolled communities where mili
tary installations are reopened or defense production expanded. 
The Congress has already recognized the changed situation by provid
ing a temporary extension of controls beyond December 31, 1950, 
for all cases where communities have not taken affirmative decontrol 
action. I am recommending a further extension of rent control 
authority with provision for recontrol where necessary to protect 
tenants in defense areas against exorbitant rent increases.

Export controls.—Continuation of export controls is necessary to 
prevent undue drain from our economy of materials necessary for 
defense and essential civilian consumption and to make sure that the 
supplies made available for export make the maximum contribution 
to our international security objectives. These controls also help to 
prevent inflationary price increases. I recommend that export control 
authority be extended beyond the present expiration date of June 30, 
1951.
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Business loans and guarantees.—As part of the realinement of credit 
programs l.ast summer, the Reconstruction Finance Corporation 
sharply curtailed nondefense loans involving substantial amounts of 
materials and other resources important for defense requirements. 
Within these limits, loans to small business production have been 
emphasized.

Under this policy, new loan authorizations this year have been 
reduced to less than half the level for the same period last year. Net 
expenditures for the fiscal year 1952 are estimated to decline by 76 
million dollars from the fiscal year 1950. Estimated net expenditures 
for the fiscal year 1951 are even lower, but this reflects repayment 
last September of the 92-million-dollar Kaiser Steel Company loan.

The Corporation will continue to make loans for defense purposes, 
wherever borrowers are unable to obtain adequate credit elsewhere 
on reasonable terms but can meet the usual credit standards under 
the Corporation’s statutory authority. Only if borrowers cannot 
qualify for loans under these standards are they eligible for loans from 
Defense Production Act funds.

LABOR

A sustained defense program calls for a highly productive and mobile 
working force—well-trained, with skills fully utilized, and with good 
working conditions and labor relations. Mobilizing our strength 
requires changes in the numbers, location, and use of workers. We 
must make the most effective use of the technical ability, energy, and 
resourcefulness which have always characterized America at work.

Already, as defense production begins to rise, shortages of skilled 
workers such as machinists, tool and die makers, and draftsmen are 
occurring. Although there are still more than 2 million unemployed, 
in most of the 150 major labor market areas the number of idle 
workers has been decreasing, and in more than a third of the areas 
unemployment has practically disappeared.

In the next few months, nearly a million more men and women will 
be called into the Armed Forces. At the same time, more workers will 
be needed for defense industries. This means that hundreds of thou
sands of new workers—primarily women, but also older men and 
physically handicapped persons—must join the working force and 
that many people already employed must move to more essential 
activities.

To assure full utilization of manpower, we must quickly train new 
workers. We must increase our efforts to avoid losses of production 
caused by accidents, disputes, or poor working conditions. Produc
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tion will be scheduled, materials allocated, and new plants located 
with careful consideration of labor supply. Where migration cannot 
be avoided, the Federal Government will assist localities to the extent 
necessary in getting adequate housing and other community facilities 
and services.

Although the Federal Government can assist in many ways, solv
ing our manpower problems calls primarily for initiative and 
cooperation by management and labor. Agreements on seniority 
and welfare provisions will be needed to facilitate transfers of workers 
to essential activities. Training, upgrading, and other improvements 
in manpower utilization must be accomplished in the plant and the 
community. Labor-management committees are being set up in 
major labor market areas to promote all possible voluntary adjust
ments.

Because existing Federal labor programs are being redirected, most 
expenditures for defense activities in the manpower field will be made 
under regular appropriations. For additional defense activities 
which may become necessary, Defense Production Act funds will be 
used. Total expenditures under regular appropriations for the fis
cal year 1952 are estimated at 215 million dollars. Three-fourths of 
this total is for grants-in-aid to pay all costs of administering the 
Federal-State system of public employment offices and unemployment 
insurance.

LABOR 

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1952

Program or agency
1950

actual
1951

estimated
1952

estimated

Placement and unemployment insurance activities: 
Department of Labor____ ____________________ $214

13
$165

7
$165

10
$175

10Railroad Retirement Board_________ ____ ____
Labor standards and training:

Department of Labor__________ ____ _________ U 14 14 14
Department of the Interior: Mine safety______ 4 4 4 4

Labor relations____________________________________ 13 13 13 13
Labor information, statistics, and general adminis

tration__________________________________________ 8 9 9 9

Total........................ ............................................. 263 212 215 225

Placement and unemployment insurance activities.—The State em
ployment services will have greatly increased responsibilities for 
recruitment, transfer, and placement of workers for defense industry 
and for our basic civilian economy. To minimize labor pirating and
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unnecessary migration, I urge that employers hire through their local 
employment services to the greatest extent possible. The employ
ment services will try to place local workers, including women, older 
workers, minority groups, and the physically handicapped, before 
recruiting from other areas. I also urge industry to use each indi
vidual^ skill to the utmost and to adopt hiring specifications which 
do not exaggerate the strength and skills required.

In contrast to the expansion in employment service activities, the 
work of handling unemployment insurance claims will decrease be
cause of high employment stimulated by defense production.

Labor standards and training.—In recent years, Federal programs 
of on-the-job training have emphasized the promotion of better ap
prenticeship standards. At the end of the fiscal year 1950, registered 
training programs employed 215,000 apprentices. A drive to increase 
the number of apprentices in key defense industries such as machine 
tools, metal working, and aircraft manufacture is now being 
launched. Further, a program to encourage on-the-job training of 
production workers and supervisors is being started with funds allo
cated to the Department of Labor.

World War II experience indicates that unless we intensify our 
preventive efforts, accidents will increase during a period of defense 
build-up, because of new kinds of production and new workers. To 
prevent loss of workers and loss of production, Defense Production 
Act funds will be used to help States plan special industrial safety 
campaigns and to train industrial supervisors and State safety 
inspectors.

To produce enough for defense, we must use wisely all our available 
labor resources. Even less than in other times can we now afford to 
discriminate in employment against the millions of workers in our 
labor force who are members of minority groups. Following the Fed
eral experience with a Committee on Fair Employment Practice in 
World War II, eight States and a number of cities have established 
successful regulatory commissions to deal with employment practices. 
I again recommend that the Congress enact legislation to establish b 
Federal Fair Employment Practice Commission to prevent discrimina
tion in interstate industries.

Labor relations.—Prompt handling of disputes in the sensitive field 
of labor relations is imperative if we are to avoid interruptions in 
defense production. A 25-percent increase is being recommended in 
the Federal Mediation and Conciliation Service’s mediation staff to 
enable it to act in any dispute affecting defense production.
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Trust accounts and unemployment insurance legislation.—The re
ceipts from payroll taxes on employers and the benefit payments 
for unemployment insurance go into and come out of the State 
and railroad accounts of the unemployment trust fund and are not 
included in Budget totals. For the fiscal years 1949 and 1950, un
employment insurance benefit payments exceeded the tax collections 
because of the temporary rise in unemployment. This year and next, 
the reserves in the trust fund will build up as unemployment continues 
to drop.

UNEMPLOYMENT TRUST FUND 

[Fiscal years. In millions]

Item 1950
actual

1951
estimated

1952
estimated

Receipts:
Deposits by States and railroad unemployment taxes. __ 
Interest____________________________________________ ___

$1,113 
167

-2,013

$1,215 
175

-962

$1,296 
183

-715
Payments:

State and railroad unemployment withdrawals................

Net accumulation............. .................................. .............. -733 428 764

Balance in fund at close of year____________________ ______ 7,425 7,853 8,617

In this high employment period, we should take steps to bring the 
self-supporting unemployment insurance system up to date. After 
the Congress enacts improved Federal standards, time will be re
quired for the States to bring their laws into conformity. Recom
mendations are now before the Congress to raise benefits, which now 
average less than a third of previously earned weekly wages, and to 
extend coverage, which has not kept up with that of other social 
insurance programs. The revision of unemployment insurance 
should also repeal last year’s amendment which places a premium 
on court litigation as a means of determining claims for benefits.

TRANSPORTATION AND COMMUNICATION

Our transportation and communication systems, already handling 
a high level of traffic, must be prepared for the even greater loads that 
would result from the full impact of mobilization.

New freight cars, ore boats, and other equipment recently ordered 
by the carriers will increase their capacity for meeting these larger 
needs. Equally important, however, will be the steps that must be 
taken to obtain the maximum utilization of existing capacity. Such 
action depends principally upon the cooperative efforts of carriers and
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shippers, but the Federal Government will provide leadership for 
these efforts and, where necessary, will impose controls to assure that 
all appropriate conservation measures are put into effect.

The Government must also continue to carry out its responsibilities 
for regulating the economic and safety aspects of transport and com
munication, for providing basic facilities and services, and for furnish
ing necessary financial aid. Federal programs have contributed to 
the growth of well-developed transport and communication systems; 
they must now assist these systems to adjust to the new demands 
placed upon them.

To carry out its many responsibilities in these fields, the Govern
ment will spend an estimated 1.7 billion dollars in the fiscal year 1952, 
or 285 million dollars less than in the fiscal year 1951. This expendi
ture decline depends, however, upon legislation which I am recom
mending to increase postal rates and thereby reduce the postal deficit.

TRANSPORTATION AND COMMUNICATION

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1952 i

Program or agency
1950

actual
1951

estimated
1952

estimated

Promotion of merchant marine:
Maritime Administration and other___________ $100

s

$190

18

$354

8

$57
Provision of navigation aids and facilities:

Panama Canal and Panama Canal Com pany.. 
Corps of Engineers:

Present programs_________________________ 190 193 202 221
Proposed legislation: St. Lawrence project 15 20

Coast Guard__________________________________ 149 189 200 197
Promotion of aviation:

Civil Aeronautics Administration_____________ 159 182 199 166
Provision of highways:

Bureau of Public Roads_______________________ 472 466 468 *524
Alaska roads (Interior), and other_____________ 25 30 28 17

Regulation of transportation______________________ 16 15 15 16
Other services to transportation:

Reconstruction Finance Corporation__________ —11 —3 —5
Coast and Geodetic Survey___________________ 12 11 12 12
Alaska Railroad________________ _____________ 32 40 22 17

Postal service (deficit):
Present programs_____________________________ 593 632

•
521 521

Proposed legislation: Postal rate increase______ —361 -361
Regulation of communication_____________________ 7 7 7 7

Total__ ________________ ________ __________- 1,752 1,970 1,685 1,414

1 This column excludes 748 million dollars of recommended appropriations to liquidate prior year contract 
authorizations.

2 Includes 500 million dollars in obligational authority already provided by Federal-Aid Highway Act 
of 1950.
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Merchant marine.—Recent experience demonstrates again the large 
shipping demands imposed by an overseas military operation. To 
transport and supply our troops in Korea, more than 150 vessels of the 
Maritime Administration reserve fleet have been placed in operation 
to augment the merchant ships already operating in the Pacific and 
those which could be transferred from other areas. Our ability to 
meet rapidly this emergency need can be credited largely to the Gov
ernment's long-range programs for supporting an active merchant 
marine and for preserving the surplus vessels of World War II.

Substantial assistance to our active merchant fleet is now provided 
through direct subsidies, tax benefits, long-term construction loans at 
low interest rates, and various other aids. Most important among 
these measures are the construction and operating subsidies, designed 
to offset lower foreign costs on essential trade routes. In fundamental 
scope and concept, this subsidy program continues to provide the 
most workable means for assuring an adequate base of vessels and 
shipyards, labor and management, for possible future expansion.

We are, however, supplementing this program with certain emer
gency measures, directed toward specific mobilization needs. Funds 
appropriated a few days ago will permit an immediate start on the 
construction of new and faster cargo ships better able to avoid attack 
by modern submarines. The desirable level of construction in future 
years is now under study. As a further measure, the Secretary of 
Commerce is establishing a National Shipping Authority within the 
Maritime Administration to handle existing functions related to ship
ping operations and to serve as the nucleus for future expansion of 
operations if circumstances require. Among other functions, this 
Authority will be prepared to provide marine war-risk insurance for 
private operators, should the need arise.

Navigation aids and facilities.—The defense program has attached 
a* new and special urgency to the construction of the St. Lawrence 
seaway and power project. Besides the large amounts of additional 
electric power which the project would make available, it would also 
provide economical and safe access, through the seaway, to the large 
deposits of iron ore in Labrador and Quebec. As expanding require
ments for steel bring us closer to the depletion of our high-grade 
domestic ore reserves, the importance of these nearby deposits will 
correspondingly increase. Construction of the St. Lawrence project 
should be started at the earliest possible date, and I urge the Congress 
to authorize this program without delay.

The river and harbor program of the Corps of Engineers includes 
three other new power development projects, with estimated expendi
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tures of 28 million dollar in the fiscal year 1952. These projects are 
discussed below under natural resources. Except for these and other 
projects involving power generation, construction and maintenance in 
this program have been substantially curtailed.

In addition to its normal functions of promoting the safety of life 
at sea and enforcing the maritime laws, the Coast Guard has recently 
been assigned responsibility for protecting our ports against sabotage. 
In the fiscal year 1952, the port security program will account for 
23 million dollars of the total Coast Guard expenditures of 200 million 
dollars.

Aviation.—Facilities and services provided by the Civil Aeronautics 
Administration are essential for the safe operation of both civil and 
military aircraft. The present program for modernizing the Federal 
airways system has been expressly designed to meet the common needs 
of both groups, and the new facilities now being installed will permit 
the efficient handling of increased military traffic in the present 
emergency.

Some adjustments in aviation programs are being made in order to 
meet special military needs. Air navigation services in the Pacific 
have been expanded because of the airlift to Korea. The air traffic 
control system, normally concerned only with safety in flight, is now 
taking on the new function of identifying and controlling civil aircraft 
movements as a part of our air defense.

In keeping with the general public works policy of this Budget, 
construction of new facilities in the fiscal year 1952 will be limited to 
those projects which are most closely related to national security, or 
to civilian needs of an urgent nature. The same standards will be 
applied to grants for State and local airport construction.

In addition to the nearly 200 million dollars that will be spent in 1952 
for aviation facilities and services, the Government will spend a sub
stantial amount in subsidies to the airlines through mail payments. 
Federal financial assistance has been a major factor in the industry’s 
rapid growth, and should be continued to the extent necessary for the 
sound development of civil aviation. The method of paying this 
subsidy should be changed, however, in order to provide the public 
with full information as to its cost. At present, the airline subsidy 
is merged with compensation for the cost of handling mail and included 
in postal expenditures. These two elements should be separated, 
and the subsidy portion paid by the Civil Aeronautics Board from 
funds appropriated specifically for that purpose. I again urge the 
Congress to enact legislation providing for this separation.
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Highways.—Partly as a result of reduced construction and mainte
nance during World War II, our highway system is not yet fully 
prepared to handle the current peak levels of motor traffic. While 
long-range improvement is needed in all classes of roads, we must 
concentrate in the present emergency upon overcoming those road 
deficiencies which are most serious from the standpoint of national 
defense or essential civilian traffic.

The impact of defense traffic will be especially heavy upon the 
National System of Interstate Highways, a limited network of roads 
selected because of their special importance to both peacetime and 
defense needs. Substantial relocation and reconstruction are required 
in order to provide the width, strength, and other characteristics 
needed to handle anticipated traffic. In reviewing State and local 
requests for Federal aid, the Bureau of Public Roads will give primary 
emphasis to projects on this system, and to the principal urban roads 
which connect with it.

Construction will be started in the fiscal year 1951 on a small 
number of access roads immediately required to serve defense installa
tions. As additional factories and military camps are activated for 
the defense program, the need for new or improved access roads will 
correspondingly increase. So far as possible, these and other emer
gency needs should be met by diversion of funds from roads of less 
urgency.

Postal service.—On the basis of existing postal rates, the postal 
deficit for the fiscal year 1952 is estimated at 521 million dollars. 
This actually represents a higher level than that shown for 1951, since 
the 1951 estimate of 632 million dollars includes a nonrecurring 
expenditure of 152 million dollars, for retroactive adjustment of 
railway mail rates. No allowance is made in these estimates for 
possible future increases in mail transportation rates which may 
result from regulatory proceedings now pending before the Interstate 
Commerce Commission and the Civil Aeronautics Board.

The Postmaster General is taking many steps to reduce the cost 
of postal operations. Significant economies have already been 
realized through recent reductions in service. Experiments in the 
mechanized sorting of mail are being conducted. A streamlined 
money-order system will be established by July 1951. These and 
other similar measures will permit reductions in postal expenditures, 
some of which will be realized in the fiscal year 1952. At best, how
ever, the total potential savings from improved efficiency are relatively 
small in relation to the present size of the postal deficit.
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Since the end of the war, the productivity of postal employees per 
man-hour worked has increased by over 10 percent, and the steps 
now being taken will permit further gains in the future. Despite 
this improved productivity, however, the average cost per postal 
transaction has increased by nearly 60 percent during the same 
period, main,ly as a result of employee pay raises and transportation 
rate increases. In the absence of adequate postal rate increases, the 
average revenue per transaction has increased by less than 10 per
cent. The resulting deficit of over one-half billion dollars would be 
unsound at any time, but it is especially untimely in a period when 
the Federal Budget must sustain extremely heavy defense expendi
tures. I therefore repeat, most emphatically, my many previous 
recommendations for rate legislation which will bring postal reve
nues into line with present costs, reducing the deficit to the costs of 
handling Government mail and other costs which are not properly 
chargeable to the general users of the postal service.

NATURAL RESOURCES

The economic and military strength of this country is dependent 
upon the availability and wise use of our basic natural resources. 
These resources, while extensive, are not unlimited. Our land, forest, 
water, mineral, power, atomic, and other resources made a vital con
tribution toward winning World War II and are now called upon to 
support the present military expansion. The Federal Government 
has a large responsibility for assuring the use of these resources to 
maximum advantage.

Our natural resources programs are being modified in order to make 
the greatest immediate contribution to our national security. In 
some cases, it is necessary to postpone desirable long-range develop
ments in order to accomplish urgent immediate objectives. Main
tenance and rehabilitation on all programs are limited to those 
expenditures necessary to prevent deterioration of the vitally impor
tant resources which are basic to our continued economic expansion. 
The resource programs of the various agencies emphasize the develop
ment of Alaska for economic security and national defense.

Expenditures for natural resources are estimated at 2.5 billion 
dollars for fiscal year 1952, half of which will be spent on the atomic 
energy program. Other large expenditures are those for flood control 
and reclamation, including hydroelectric power generation, and for 
the Tennessee Valley Authority program.

Estimated expenditures for the fiscal year 1952 exceed those for
1951 by over 400 million dollars. This net expansion reflects increases
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of 459 million dollars for atomic energy and 65 million dollars for the 
Tennessee Valley Authority, a combined decrease of 141 million 
dollars for the flood control and reclamation programs, and small 
changes for other programs.

NATURAL RESOURCES

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1952 i

Program or agency
1950

actual
1951

estimated
1952

estimated

Atomic energy:
Atomic Energy Commission __ __ . ___ . $550

438

$818 $1,277 

412

$870

404
Land and water resources:

Corps of Engineers: Flood control......... . . ......... 469
Department of the Interior:

Bureau of Reclamation.— _____________  __ 298 349 259 257
Hells Canyon project (proposed legisla

tion) ________________________________ 6 8
Power transmission (Bonneville, South

western, and Southeastern Power A d
ministrations).................. ................... .......... 36 54 65 63

Indian land resources_______ ______________ 26 41 25 22
Bureau of Land Management and other 

(Interior) _________ _____________________ 10 9 9 10
Tennessee Valley Authority (net)___................... 19 171 236 249
International Boundary and Water Commis

sion, and other____ __________________ ______ 4 7 14 17
Forest resources:

Forest Service and other Agriculture. ________ 75 86 93 92
Department of the Interior______ _____ __ _ 3 2 4 5

Mineral resources:
Bureau of Mines and other (Interior) _ _______ 34 29 33 36

General resources surveys:
Geological Survey____________ ______ _________ 16 18 22 23

Fish and wildlife resources:
Fish and Wildlife Service and other________  __

Recreational use of resources:
National Park Service_______ ________  _____

23

22

28

36

31

33

30

25

Total_______________ _______________________ 1, 554 2,117 2,519 2, 111

1 This column excludes 370 million dollars of recommended appropriations to liquidate prior year contract 
authorizations.

Atomic energy.—At the same time that we are actively pursuing 
industrial and other peacetime applications of atomic energy, present 
world developments demand intensification of the national security 
aspects of the program. The very substantial increases appropriated 
for the atomic energy program in fiscal year 1951 will provide for 
enlargement of production capacity for atomic materials and weapons. 
A portion of the funds recommended for 1952 provides for certain 
construction projects under this expansion program.

500000— 51--------v
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The Budget recommends increases also for the procurement and 
processing of raw materials, the production in existing plants of 
fissionable materials and weapons, and the investigation and develop
ment of new and improved weapons. The 1952 funds also allow for 
continuing development of new designs of nuclear reactors, including 
those for the production of fissionable material, the generation of 
power, and the propulsion of ships and aircraft. The Atomic Energy 
Commission will continue its vigorous program in basic and applied 
research in the physical sciences and in biology and medicine.

Land and water resources.—A year ago I appointed a Water Re
sources Policy Commission to recommend policies to guide Federal 
participation in the development, conservation, and use of water 
resources. This Commission has now submitted the first volume of 
its report and will submit two additional volumes. The Commis
sion’s report will be reviewed to determine what administrative actions 
and legislative recommendations may be needed to improve the 
Government’s water and related land-use programs.

Although long-range improvement of our river basins is essential 
for the continued economic strength of the country, in the fiscal year 
1952 we must emphasize those aspects of the programs which primarily 
support the national defense. Immediately after the first attack in 
Korea, all Government agencies were directed to review their pro
grams and to adjust them to meet urgent needs. Many of the river 
basin projects contribute to defense as well as civilian industrial 
requirements through providing low-cost electric power in shortage 
areas. These projects are being pushed forward. Other projects, 
though desirable from a long-range standpoint, are being curtailed or 
deferred. As a result of these actions, combined expenditures required 
in the fiscal year 1952 for continuation of projects of the Bureau of 
Reclamation and the Corps of Engineers now under way—involving 
dams, power facilities, canals, channels, and levees—are estimated to 
decrease by nearly 150 million dollars from the 1951 level.

Following a careful review of power requirements for the defense 
program, seven new projects, all of which will provide substantial 
power benefits, are included in this budget. These new projects, 
together with the installation of additional power units in projects 
already under way and the related facilities required to transmit the 
power, are estimated to cost in total 1.5 billion dollars and to provide 
3.9 million kilowatts of installed capacity. The projects are Hells 
Canyon, The Dalles and Ice Harbor in the Columbia Basin, Old 
Hickory on the Cumberland River, a steam plant in the Tennessee
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Valley, Gavins Point on the Missouri River, and the St. Lawrence 
seaway and power project. These seven are the only new projects 
recommended for the river-basin programs. Four of them are in the 
river and harbor program, and funds for them are included in the 
transportation category.

The new projects together with projects completed or under way 
by the Bureau of Reclamation, Corps of Engineers, and Tennessee 
Valley Authority'will provide ultimate capacity of 20 million kilowatts. 
Funds recommended in 1952 for the Bonneville, Southwestern, and 
Southeastern Power Administrations, Bureau of Reclamation, and 
Tennessee Valley Authority will provide properly scheduled facilities 
to transmit power to principal load centers.

I am also including funds in this Budget to plan for the urgently 
needed redevelopment of Niagara power facilities made possible by 
the recent treaty with Canada.

Following the Flood Control Act of 1950, I directed the Federal 
agencies concerned to work together on preparation of a compre
hensive plan for development of the resources of the Arkansas, White, 
and Red River Basins and the New England-New York area. The 
Budget for 1952 provides funds to continue the surveys.

Mineral and other resource programs.—During and since World War 
II, the Bureau of Mines and the Geological Survey have concentrated 
upon research on the adequacy of mineral resources, the discovery of 
new resources, and means for improved development, conservation, 
and use of existing reserves. All of these activities have a clear 
defense significance and budget increases are recommended to 
accelerate them.

Funds for the management, protection, and development of other 
resources are at somewhat lower levels than would be desirable for 
good conservation practice. Increases are recommended for super
vision and sale of timber resources and construction of access roads to 
increase the cut of timber, and for range improvement and fish and 
wildlife development to add to the supply of food and other essential 
products. Because of their importance to planning for defense proj
ects, increases are also recommended for topographic mapping and 
water resources investigations. Programs for the management and 
development of national park areas and resources of Indian lands, 
and for other services to Indians have been held to the 1951 level or 
below.

To insure effective use of their lands, the Indians are in need of 
credit facilities. I recommend legislation which would augment the 
loan fund authorized in 1934 in an amount sufficient to meet the
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demands for credit over the next 5 to 10 years. Such legislation is 
preferable to a piecemeal approach of providing credit for selected 
tribes through individual bills.

AGRICULTURE AND AGRICULTURAL RESOURCES

During the period of concentration upon defense expansion, our 
Federal agricultural programs must serve one central purpose—the 
maintenance of our capacity to produce abundant quantities of food 
and fiber to meet our own needs and critical needs of friendly countries. 
Government farm programs now in effect make up, in general, the 
kinds of activities needed for the defense period. Some of these 
programs are being redirected to provide a greater contribution to 
the defense effort, as for example the production of fibers required 
for clothing and equipment for the Armed Forces.

American agriculture today is in a strong financial condition. 
The high postwar demand for agricultural products has maintained 
farm production and income at high levels. Gross farm income in 
the calendar year 1950, although below the peak level of 1948, was 
approximately three times as high as in 1940, and will show a further 
increase in 1951.

AGRICULTURE AND AGRICULTURAL RESOURCES

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1952

Program or agency
1950

actual
1951

estimated
1952

estimated

Stabilization of farm prices and farm income:
Commodity Credit Corporation—price sup

port, supply, and purchase programs (net)___ $1,606 i -$296 $238 $427
Removal of surplus agricultural commodities 96 92 75 2 73
International Wheat Agreement (Comm odity 

Credit Corporation)_________ _______________ 76 117 115 77
Sugar A ct_____________________________________ 60 61 70 72
Federal crop insurance and other.____ ________ 7 8 6 8

Financing farm ownership and operation__________ 146 157 141 163
Financing rural electrification and rural telephones. 294 312 269 118
Agricultural land and water resources:

Conservation and use (including administra
tive expense accounts)_______________________ 275 309 304 310

Soil Conservation Service and flood control___ 61 65 63 64
Research, and other agricultural services.............. . 163 161 148 171

T o ta l.______ ____ ______ ____________________ 2,784 986 1,429 1,483

* Excess of receipts over expenditures.
2 Excludes $77 million of this permanent appropriation recommended to be made available for reimburse

ment to the Commodity Credit Corporation for the 1950 costs of the International Wheat Agreement.
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With this outlook for agricultural prices and farm income, total 
Federal expenditures for agriculture and agricultural resources are 
expected to decline from 2.8 billion dollars in the fiscal year 1950 to 
1 billion dollars in 1951 and to 1.4 billion dollars in 1952. Most 
of the change in agricultural expenditures from 1950 to 1952 is due 
to decreased expenditures for agricultural price supports.

Stabilization oj farm prices and farm income.—Expenditures of the 
Commodity Credit Corporation for price-support purposes have 
declined greatly since mid-1950 because of the rise in farm prices and 
the short cotton crop. During the fiscal year* 1951, it is now estimated 
that the Corporation will realize net receipts of 296 million dollars 
compared with net outlays in 1950 of 1.6 billion dollars. Receipts 
from sales of nearly 3.5 million bales of cotton acquired from the 1948 
crop will alone more than offset other expenditures for price support.

Present estimates of production, consumption, and exports of 1951 
crops indicate that net expenditures for price support will be 238 
million dollars in the fiscal year 1952. While commodity inventories 
are currently proving to be valuable in meeting increasing needs for 
foods and fibers, losses have occurred in the disposal of a number of 
perishable commodities, and further losses are expected to occur 
in 1952. To avoid the unnecessary accumulation and loss on perish
able agricultural commodities, legislation is needed to permit direct 
payments to producers in lieu of market price supports through 
Government purchases. This would allow excess perishable commod
ities to move into consumption and would make our price support 
provisions more compatible with our international trade policy. To 
help the Commodity Credit Corporation dispose of its existing sur
pluses, it should be authorized to pay transportation and repackaging 
costs on surplus commodities distributed to public and private welfare 
organizations.

In addition to Commodity Credit Corporation price support ex
penditures, a permanent appropriation, equal to 30 percent of customs 
duties, is available for removal from the market of surplus agricul
tural commodities, mainly perishables. With increasing demands for 
farm commodities, the total amount of this fund will not be necessary 
for this purpose in the fiscal year 1952. Accordingly, I recommend 
that 77 million dollars of the permanent appropriation be used to 
reimburse the Commodity Credit Corporation for costs of the Inter
national Wheat Agreement in the fiscal year 1950.

Under the International Wheat Agreement, the United States 
guarantees the export of a certain quantity of wheat at the maximum
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price of $1.80 per bushel during the 4 years of the Agreement. The 
loss arising from the difference between this agreed-upon price and the 
higher domestic price of wheat is met from Corporation funds, with 
reimbursement later from appropriated funds. Because of an 
increase in export quotas and higher domestic wheat prices, expendi
tures for the Wheat Agreement are estimated to rise to 117 million 
dollars in the fiscal year 1951 and 115 million in 1952.

Expenditures under the Sugar Act of 1948 will increase in the fiscal 
year 1952 because of the larger volume of domestic sugar production 
in 1950 and 1951, and the provision in the law for mandatory payments 
to sugar producers.

Financing farm ownership and operation.—The loan programs super
vised by the Farm Credit Administration will, in the defense period, 
facilitate farm operations and encourage farm ownership. These loan 
programs are largely financed by borrowing in the open market, and 
only the supervisory expenses of the Farm Credit Administration and 
changes in net investment of Government capital in the supervised 
banks and other corporations are included in Budget totals.

The loan activities of the Farmers’ Home Administration, which 
also assist farm operations, are financed by funds borrowed from the 
Treasury. These activities are expected to remain at approximately 
the same level in the fiscal year 1952, with a decrease in farm owner
ship loans offset in part by some expansion in production and sub
sistence loans to meet the needs of reclamation settlers and low- 
income farmers for essential operating credit not available from other 
credit sources. The disaster loan program is expected to decline in
1952 below the abnormal levels required in 1950 and 1951.

Financing rural electrification and rural telephones.—By June 30, 
1950, approximately 86 percent of all farms were electrified, compared 
with 48 percent in 1945. Last year, a new program to extend and 
improve rural telephone systems was begun. Although under normal 
conditions it would be desirable to continue the rapid progress on rural 
electrification and the provision of adequate rural telephones, shortages 
of metals, particularly aluminum and copper, and of electronic equip
ment, make it necessary to proceed more slowly with both the electrifi
cation and telephone programs. I recommend that the Rural Elec
trification Administration new loan authorization be reduced from the 
297 million dollars available in 1951 to 109 million dollars in 1952. 
Expenditures will decline by a smaller amount because of the backlog 
of loans committed but not yet advanced. The reduction in new loan 
authorization will permit improvement and expansion of existing
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distribution capacity where essential, but will require some curtail
ment of loans for new facilities.

Conservation.—Efforts to promote conservation and development 
of agricultural land and water resources are aided by the Department 
of Agriculture through the technical advice and assistance of the Soil 
Conservation Service, the flood control program, and the conservation 
payments program. Although some phases of these programs may 
in future years need to be expanded to maintain and improve our 
soil resources, the higher priority which must now be given to defense 
programs requires in the 1952 Budget a policy of no expansion of 
present conservation programs. I, therefore, recommend that funds 
for flood control and the Soil Conservation Service be held at the 
present level and that the advance authorization for the conservation 
and use program in the 1952 crop year, which will largely determine 
expenditures in the fiscal year 1953, be continued at the 1951 crop- 
year level of 285 million dollars.

Research and other agricultural services.—An appropriation of 171 
million dollars is recommended for the continuing basic services for 
agriculture, including research on crop varieties, livestock and poultry, 
and the production and marketing of farm products; control and 
eradication of insects and plant and animal diseases; meat inspection; 
payments to States for experiment stations and cooperative extension 
work; and general overhead expenses of the Department of Agricul
ture. This amount also includes 33 million dollars to reimburse the 
Commodity Credit Corporation for 1950 expenses of the program to 
eradicate foot-and-mouth disease in Mexico. Although there are 
many worth-while research and service programs which it would be 
desirable to expand under more normal conditions, I recommend at 
this time that they be held at or below their 1951 level. Finally, I 
recommend legislation to enable the Commodity Exchange Authority 
to control speculative trading and to strengthen its regulation of 
commodity exchanges.

HOUSING AND COMMUNITY DEVELOPMENT

In the years since World War II, we have made a good start toward 
achieving adequate housing and community facilities for our people. 
In the last 12 months over 1,350,000 new housing units were produced, 
a third above the previous record level. About half of this new housing 
was financed with mortgages insured or guaranteed by Federal 
agencies. Under the comprehensive legislation enacted by the Eighty- 
first Congress, the Federal (jpvernment has begun to aid in clearing
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slums and redeveloping our cities; to assist local housing authorities 
in providing adequate housing for low-income groups; to promote 
better farm housing; and to conduct or sponsor the basic research 
needed to realize the full potentialities of the construction industry.

Continuance of the high level of housing construction achieved in
1950, while entirely desirable in normal times, would use materials 
and manpower now needed to meet defense requirements. Accord
ingly, to help the defense program go ahead full speed and to reduce 
inflationary pressures on construction costs, it has been necessary to 
take measures to reduce residential construction this year by more 
than a third, to a level of about 850,000 units annually.

HOUSING AND COMMUNITY DEVELOPMENT

[Fiscal years. In millions]

Net expenditures or net receipts (—) Recommended 
new obliga

tional authority 
for 1952 i

Program or agency
1950

actual
1951

estimated
1952

estimated

Defense housing, community facilities and services 
(proposed legislation)_______ __________________ $100

265

$150
Civil defense:

Federal Civil Defense Administration_________ $10
5

450
Reconstruction Finance Corporation________  . 65

Aids to private housing (present programs): 
Housing and Home Finance Agency:

Federal National Mortgage Association___
Federal Housing Administration 2________

$579
-3 0

189 -530
-6 —5

Home Owners’ Loan Corporation_________ —242 —80 (3)
-1 1Other___________  ________________________ 5 7

Veterans Administration: Direct loans________ 73 - 5
Department of Agriculture: Farm housing. __ 
Reconstruction Finance Corporation__________

12
—25

28
—40

23
-20

23

Other housing and community development pro
grams:

Housing and Home Finance Agency:
Public housing programs................................ -3 7 158 —138 28
Loans to educational institutions__________ 1 36
Slum clearance and urban redevelopment.. 
Advance planning loans and other________

(3)
4

10
32

65
15

4 350 
5

Reconstruction Finance Corporation__________ -6 14 24
Other (mainly Interior)_______________________ 1 8 14 12

Total................................................................... 261 409 -102 1,018

1 Tbis column excludes 5 million dollars of recommended appropriations to liquidate prior year contract 
authorizations.

2 Excludes net receipts of Mutual Mortgage Insurance Fund, now shown under trust accounts,
3 Less than one-half million dollars.
4 Represents obligational authority already provided by Housing Act of 1949,
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To meet defense needs, four major revisions have been made in our 
housing and community development programs. First, comprehen
sive limitations have been imposed on all types of credit to finance 
new housing construction, as well as on all Government-guaranteed 
credit to finance purchase of existing homes. Second, in both existing 
and proposed new programs, we are giving top priority to military and 
defense-related housing and community facilities. Third, subject only 
to defense priorities, we are giving special emphasis to housing for 
lower-income groups in accordance with the general objectives of 
national housing policy. Fourth, we are rapidly organizing under 
newly enacted legislation to meet the civil defense requirements of 
the Nation.

Most of the existing Federal programs are financed by authoriza
tions already made by the Congress in basic statutes. Partly because 
of the sharp curtailments in programs, only a small part of those 
authorizations will be spent in the fiscal year 1952. Moreover, sales 
of mortgages purchased by the Government in earlier years and 
collections on loans will cause a substantial excess of receipts over 
new expenditures for several going programs.* Therefore, despite in
creased expenditures for civil defense and for the proposed new defense- 
supporting legislation, the housing and community development 
category as a whole in the fiscal year 1952 will realize estimated net 
receipts of 102 million dollars.

Defense housing, community facilities and services.—As the defense 
effort accelerates, additional housing and community facilities and 
services in many key areas will undoubtedly be required to take 
care of the influx of defense workers and military personnel. We 
shall continue to place primary reliance on the initiative .of pri
vate builders and local communities to provide the new construction 
and services required. To reinforce and supplement this initia
tive, I am recommending several basic changes in legislation to meet 
specific defense needs for housing, community facilities and services.

The expansion in the defense program makes more urgent the 
provision of an adequate supply of rental housing. Military instal
lations and defense plants will find it difficult to meet their expanding 
manpower requirements if adequate housing is not available at 
reasonable rents. For this reason, despite the cutbacks in total 
construction, it is essential to increase new private rental housing in 
defense areas. The legislation which I am proposing will provide
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more liberal insurance for loans financing construction of a limited 
number of rental units in these areas. In addition, it will extend 
the temporary program for insurance of military housing loans beyond 
the present expiration date of June 30, 1951, and will include similar 
insurance for mortgages to finance rental housing near installations of 
the Atomic Energy Commission.

The adaptability of prefabricated housing to defense housing re
quirements makes it imperative that present producers of proven 
efficiency be able to obtain adequate financing for their operations— 
especially for the distribution of such housing. The proposed legisla
tion will help meet the special financing problems of this industry.

In some areas where the most rapid expansion in military or defense- 
related activities will occur, local communities and private builders 
cannot be expected—even with these new aids—to meet all the 
emergency requirements for housing and community essentials. 
This problem will be particularly acute where large installations are 
located in small communities or isolated areas. To prevent delays in 
recruitment aiid to assure a reasonably stable labor supply in such 
areas, the Federal Government should have authority, as in World 
War II, to construct housing units and to make loans and grants for 
community facilities and services. This authority should be limited 
to meeting defense needs and even then should be available only when 
these needs could not otherwise be met. Accordingly the proposed 
legislation would authorize direct Federal construction of defense 
housing and provision of Federal funds for community facilities and 
services. For these purposes, as well as for the necessary extension 
and expansion of defense-related private housing aids, the Budget 
includes estimated appropriations of 150 million dollars.

Civil defense.—With modern methods of warfare our Nation could be 
subjected to a sudden, devastating enemy attack. The military serv
ices have responsibility for warding off attack, but effective civil 
defense can sharply reduce the injuries, loss of life, and destruction of 
homes and factories that otherwise might occur.

Under legislation just enacted, the Federal Civil Defense Ad
ministration will provide equal matching grants to States for the 
construction of shelters and other protective facilities in critical target 
areas. These grants account for the larger part of the expenditures 
projected for this program in the fiscal year 1952. The Administra
tion will also begin building a national reserve of supplies and equip
ment. In addition, the Reconstruction Finance Corporation will 
make loans to public authorities for public works which can serve
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both as shelters and for other community purposes, when the Admin
istrator certifies that there is a civil defense necessity for such projects.

Aids to private housing.—The record levels of private housing con
struction in recent years have been stimulated in large part by wide
spread and generous Federal credit aids—mainly Federal insurance 
or guarantees of private mortgage loans and Federal purchases to 
support the market for these mortgages. By reducing the liberality 
of these aids, it has been possible to cut back housing construction 
in recent months without imposing direct controls.

Federal National Mortgage Association.—Changes in law and admin
istrative policy governing the Federal National Mortgage Association 
have sharply curtailed new purchases of mortgages (except those 
covered by earlier commitments) and have helped to stimulate an 
increasing volume of sales of mortgages previously purchased. As the 
large backlog of old commitments is gradually drawn down, the net 
expenditures of this program will continue to decline. In the fiscal 
year 1952 net receipts of 530 million dollars are expected, primarily 
from the accelerated sales program. By that time, we plan to return 
this secondary mortgage market largely to a stand-by status and to 
place a substantial part of the unused mortgage purchase authority 
in reserve for possible future emergency requirements.

Federal Housing Administration.—The higher down payments and 
other limitations placed on housing credit have caused a sharp decline 
in applications for mortgage insurance under existing Federal Housing 
Administration programs. Nevertheless, in 1952, roughly one-half 
the total new housing produced, as well as purchases of nearly 200,000 
existing homes, will probably be financed with the aid of Federal 
mortgage insurance. From the standpoint of the Federal Budget, 
these programs will continue to show net receipts, since the estimated 
premium income will exceed administrative expenses and probable 
losses.

Home Owners’ Loan Corporation.—The Home Owners’ Loan Cor
poration will be liquidated before the close of the current fiscal year. 
All of the Federal investment of more than 3.7 billion dollars made 
during the depression years of the 1930'’s will be repaid in full and in 
addition the earned surplus of 14 million dollars will be paid to the 
Treasury. These payments will successfully complete one of the 
largest emergency financing operations of the depression years.
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Direct veterans loans.—Under the Housing Act of 1950, the Adminis
trator of Veterans’ Affairs was given temporary authority to make a 
maximum of 150 million dollars in direct housing loans to veterans in 
areas where, even with the support of the secondary market, adequate 
financing is not obtainable. Experience to date indicates only a 
limited need for such loans, which private lenders should be able to 
provide. Accordingly, I do not recommend the extension of this 
program beyond the current fiscal year.

Farm housing.—As part of the general limitation of new housing 
construction, new loans for farm housing in the fiscal year 1952 will 
be held to less than a third of the 75 million dollars authorized in the 
basic statute.

Public housing programs.—In the fiscal year 1952, construction of 
an estimated 75,000 new units will be started under the low-rent 
public housing program, well below the annual level of 135,000 units 
authorized by the Housing Act of 1949. These units will serve two 
major purposes. They will not only help meet the long-neglected 
housing needs of low-income families, but will also make an important 
contribution to defense housing requirements. To make sure that 
the full defense potentialities are realized, the Public Housing Admin
istration, to the maximum extent feasible, will give preference to 
projects serving defense areas and will require local housing authorities 
to give military personnel and defense workers preference as tenants.

During the current year, the initial construction is being financed 
largely through temporary Federal loans. In 1952 and later years, 
however, both the initial construction and the permanent capital in
vestment in the local projects will be largely financed by obligations 
issued by the local housing authorities to private investors on the 
security of the annual Federal contributions. In the fiscal year 1952, 
collections and private refinancing of earlier loans will cause substan
tial net receipts. Federal expenditures for annual contributions to 
help pay rentals of low-income tenants will increase moderately, but 
in the case of projects occupied by defense workers the income of the 
occupants will be sufficient to make Federal contributions unnecessary 
to help pay their rents.

Loans to educational institutions.—Soon after the aggression in 
Korea last summer, authorizations under this program were suspended 
to permit reappraisal of college housing needs. On the basis of this 
reappraisal, a maximum of 40 million dollars out of the 300 million 
dollars authorized by the Housing Act of 1950 has been provided, to
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be used only for college housing directly contributing to defense. No 
other loans will be made under this program until the outlook for 
college enrollment shows a clear need for such housing.

Slum clearance and urban redevelopment.—The long-range program 
for clearance of slums and redevelopment of the major urban areas, 
for both private and public use, is still in its early stages. Commit
ments for planning advances have been issued to 70 cities.

Because of the great importance of encouraging orderly development 
of our cities—and the small amounts of manpower and other resources 
involved in the early years—steady progress should continue in the 
planning stage of this program. Local authorities also may acquire 
sites, but will not demolish existing buildings or otherwise redevelop 
areas unless the redevelopment is consistent with defense require
ments. Under this basic policy, net expenditures of 65 million dollars 
are anticipated for the fiscal year 1952—primarily for planning ad
vances and temporary loans for acquisition of sites. This contrasts 
with the additional 350 million dollars in authority which becomes 
available in 1952 under the basic statute.

Advance planning loans— Advances to State and local governments 
for public works planning have been suspended except when the proj
ects involve defense-related or essential civilian requirements. While 
in a normal peacetime economy this program makes a major contribu
tion to economic stability, it does not now appear advisable to extend 
it beyond the present expiration next October.

EDUCATION AND GENERAL RESEARCH

The challenge of communist imperialism requires the full potential 
of all our people—their initiative, their knowledge, their skills, and 
their ideals. These qualities have given this Nation world leader
ship in science and industry. Education and research are vital to the 
maintenance of this leadership.

The highly developed technology of the Nation requires an edu
cated people equipped to operate this productive system efficiently. 
Likewise, it requires continuing basic research and the practical 
application of new knowledge and new techniques. Yet we start our 
defense effort with an educational system which fails to provide ade
quate educational opportunities for all our people, and with a lack of 
balance in the Nation’s research activities.

The Federal Government took a major step last year toward achiev
ing a better balance in research through the creation of the National
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Science Foundation, but urgently needed general legislation in the 
field of education was not enacted. This Budget includes provision 
for grants to the States for the operating expenses of elementary and 
secondary schools to assist in improving educational opportunities for 
our children. This proposal accounts for more than half of the total 
estimate of 483 million dollars of expenditures for education and 
general research in the fiscal year 1952, and for most of the estimated 
increase over 1951.

In addition to programs included in this total, many Federal agencies 
carry on specialized education and research activities which are in
cluded under other categories, such as veterans’ services and benefits, 
military services, and agriculture.

EDUCATION AND GENERAL RESEARCH

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1952 i

Program or agency
1950

actual
1951

estimated
1952

estimated

Promotion of education: Office of Education:
General aid for operating expenses, elemen

tary and secondary schools (proposed legis
lation)_____ ____________  _ _ _ ______ $290

27
$300

27Vocational education._ ___ _________________  _ $27 $27

39
Education of children on Federal property and 

in emergency areas________________  _______ 106 78
Other p rogram s.___ _____ ______________  . _. 14 8 8 9

Educational aid to special groups^ _____ . 5 7 8 5
Library and museum services___________________  _ 9 11 12 12
General purpose research:

National Science Foundation... _____________ (2)
12

3 10
National Bureau of Standards__________ ___ 9 11 8
Seventeenth decennial census (Commerce)____
Other (mainly Census Bureau)..... .................

42
8

32
7

10
8

9
10

T ota l._______ ______________________ _______ 114 143 483 468

1 This column excludes 29 million dollars of recommended, appropriations to liquidate prior year con
tract authorizations.

2 Less than one-half million dollars.

Promotion oj education.—Strong elementary and secondary educa
tional systems throughout the country are vital to national strength 
and to the improvement of individual opportunity. Although educa
tional opportunities are excellent in some parts of the country, 
children and youth in too many of our communities still do not receive 
adequate education. Inequalities exist primarily because of differ
ences in the financial resources of the States and localities.
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The Nation as a whole suffers from these inequalities. The results 
are demonstrated most sharply in times like the present. The military 
services even find it necessary to teach some inductees reading and 
writing before they can begin combat training. From the standpoint 
of national security alone, as well as the enlargement of opportunities 
for the individual, the Nation needs to see that every youth acquires 
the fundamental education and training which are essential to effec
tive service, whether in the Armed Forces, in industry, or on the farm. 
I therefore urge the Congress to authorize Federal financial assistance 
to help the States provide a level of elementary and secondary educa
tion that will meet the minimum needs of the Nation. The Budget 
includes a tentative appropriation estimate of 300 million dollars for 
this purpose.

To help meet one particular educational problem, laws were enacted 
last year to make a single agency—the Federal Security Agency— 
responsible for giving financial assistance to schools or, if necessary, 
establishing schools for the education of children living on Federal 
property or in areas especially affected by Federal activities. Pre
viously a variety of arrangements existed, and some of these children 
were denied free public education. The Budget includes expendi
tures of 106 million dollars in the fiscal year 1952 for buildings and 
current operating expenses under these new laws.

In view of the present necessity to provide training for defense 
production, a part of the appropriations for the general purpose of 
vocational education and training should be used for the training of 
workers for defense and essential civilian production. This Budget 
provides for the designation of 10 million dollars of the proposed voca
tional education appropriation for the fiscal year 1952 for this purpose.

Last year I recommended a program of aid to college students to 
help equalize educational opportunities. The proposal is omitted 
from this Budget pending reconsideration of the kind of program that 
will best fit into Selective Service policies and general manpower 
requirements.

Science Foundation.—The National Science foundation, established 
by law last year, is now organized and planning its program. The 
limited funds available to it in the current fiscal year will not permit 
the Foundation to proceed beyond initial preparations. An appro
priation request for the fiscal year 1952 will be submitted this spring 
to enable the Foundation to initiate the important work of formulating 
a national policy for basic research, stimulating such research, and 
training scientific personnel.
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SOCIAL SECURITY, WELFARE, AND HEALTH

Last year the Congress enacted important improvements in our 
social security program. Coverage under old-age and survivors 
insurance was extended to some 10 million additional workers. Eligi
bility requirements were relaxed for older people, so that many more 
will qualify for retirement annuities in the near future. The level of 
benefits was raised substantially and the taxable wage base was 
increased moderately, to make the benefits and the taxes more com
mensurate with earnings.

In taking this step, the Congress clearly decided that social insur
ance, rather than public assistance, is to be the primary vehicle for 
providing social security in this country. This accords fully with our 
American tradition of self-reliance. In the future, the great majority 
of American families will obtain, through their own and their em
ployers’ contributions, a considerable degree of insurance protection 
against poverty arising from the old age or death of the wage earner.

In spite of these far-reaching improvements, however, the Nation’s 
social insurance program still does not measure up to the full needs 
or aspirations of the American people; nor has it by any means 
achieved the scope of protection that our economy can afford and 
should give. Millions of people, including self-employed farmers, 
many domestic and agricultural workers, many public employees, 
and members of the Armed Forces, still are not under social 
insurance. Our aim should be to establish for all employed people a 
minimum protection that each person takes with him wherever he 
works. Pension and insurance plans for special groups should 
supplement social security benefits, as industry pensions already do for 
several million workers. Moreover, we need to fill important gaps in 
our social insurance system by providing protection on a prepaid basis 
against the costs of medical care and the loss of family income in cases 
of disability. These measures will help to provide that material 
security which is essential to a vigorous democracy and a highly 
productive labor force.

All Federal programs of social security, welfare, and health are 
estimated to require expenditures of 2.6 billion dollars in the fiscal 
year 1952, an increase of 105 million dollars over the current year. 
Three-fourths of the expenditures are for public assistance, for accident 
compensation payments, and for the transfer of railroad payroll tax 
receipts to the railroad retirement trust account. The amounts of 
these expenditures are all determined by statutory requirements. 
The remaining one-fourth provides for all the public health activities
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of the Government, for aid to various special groups, and for the 
Federal Bureau of Investigation and other crime control and correc
tion services.

SOCIAL SECURITY, W ELFARE, AND HEALTH  

[Fiscal years. In millions]

Program or agency

Expenditures
Recommended 

new obliga
tional authority 

for 1952 i
1950

actual
1951

estimated
1952

estimated

Public assistance: Federal Security A g e n c y______ $1,125 $1, 282 $1,302 $1,302
Aid to special groups:

Vocational rehabilitation (Federal Security
Agency)-------------------------------------------------------- 26 22 24 24

School lunch (Agriculture)____________________ 83 83 83 83
Indian welfare and other (Interior)____________ 29 41 43 44
Other (Federal Security Agency) . . . ________ 1 1 1 1

Retirement and dependents’ insurance;
Railroad Retirement Board______  ___________ 583 598 646 646
Federal Security Agency and other____________ 9 7 7 7

Promotion of public health: Federal Security
Agency and other:

Present programs_________  _________________ 242 349 350 268
Proposed legislation:

Aid to medical education_________________ 25 30
Local health services ___ ____________  __ . 5 5

Crime control and correction: Department of Jus
tice and other___________________________________ 91 107 106 109

Accident compensation: Department of Labor____ 24 30 33 33

Total_________________ ________ _____________ 2,213 2,520 2,625 2, 552

i This column excludes 141 million dollars of recommended appropriations to liquidate prior year contract 
authorizations.

Public assistance.—The same legislation which extended coverage 
of old-age and survivors insurance also made changes in the Federal- 
State public assistance program. It authorized Federal grants for 
assistance to totally and permanently disabled persons, extended the 
aid for dependent children to include a relative who takes care of such 
children, and provided for Federal sharing of payments made by the 
States to hospitals and doctors furnishing medical care for persons 
receiving public assistance.

With many more persons eligible now or in the near future for old- 
age and survivors insurance benefits, and with the increased employ
ment opportunities of the defense economy, public assistance should 
conform more nearly to its intended purpose of filling gaps in social 
insurance. Thus, increases in expenditures resulting from the new 
public assistance legislation are expected to be largely offset by 
decreases resulting from a reduction in the number of children and

900000— 51------ vi

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

1952



m54 MESSAGE OF THE PRESIDENT

old people on the public assistance rolls. The estimated expenditures 
of 1.3 billion dollars for public assistance in the fiscal year 1952 exceeds 
by 20 million dollars the amount for the current year.

Aid to special groups.—The present Federal-State program for re
habilitation of the disabled will return 65,000 persons to productive 
work this year. This program should be expanded. Bringing these 
people into the ranks of the gainfully employed, besides improving 
their economic self-reliance, adds to our national productive capacity.

Railroad Retirement Board.—Expenditures shown for the Railroad 
Retirement Board represent principally a bookkeeping transfer of 
payroll taxes, collected from railroad workers and companies, to the 
railroad retirement trust account, where they are added to the reserve 
against future benefit payments. The estimate for the fiscal year 1952 
also includes a 33-million-dollar payment by the United States to the 
trust account for the cost of military service credits for railroad work
ers. Increased railroad payrolls expected in 1952 are responsible for a 
rise of 48 million dollars in the estimate. I again recommend that 
these taxes be transferred to the fund as they are collected, rather than 
in advance of collection, in order to correct the present indefensible 
practice whereby the Federal Government pays interest on money 
that it advances to the fund.

Promotion oj public health.—If we are to meet successfully the 
challenge that confronts this Nation, we can less than ever afford 
to waste the good health of our people. But the present emergency 
makes even more difficult the maintenance of good health.

Our chronic shortage of doctors, dentists, and nurses will be ag
gravated as more of them are called into the Armed Forces. There
fore, we need, more than ever, prompt enactment of legislation that 
will help to increase enrollment in medical and related schools, by 
assisting them to meet their costs of instruction and to construct 
additional facilities where needed. Scholarships should be provided 
to attract larger enrollments in nursing schools and grants should be 
made to States for vocational training of practical nurses. Estimated 
Budget expenditures in the fiscal year 1952 include 25 million dollars 
for this proposed program.

Many communities that will be faced with added health burdens 
arising from defense needs do not have adequately staffed local health 
departments—indeed, some communities have none at all. To help 
overcome this deficiency, I urge the Congress to enact legislation
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which will make possible more adequate Federal grants to the States 
for the strengthening of their local health services. The Budget 
includes 5 million dollars as the estimated first-year cost of this 
proposed legislation.

More than one-half of all Federal expenditures for the promotion 
of public health—estimated at 350 million dollars for the existing 
programs in the fiscal year 1952—consists of grants to State and local 
governments. These grants are available for a variety of public 
health programs, including general health services, hospital construc
tion, maternal and child health, and control of certain specific diseases 
such as venereal disease, tuberculosis, cancer, mental illness, and 
heart disease.

Federal expenditures for hospital construction grants are esti
mated at 136 million dollars, about 4 million dollars less than in the 
current year. Federal expenditures for other existing programs of 
grants to States are estimated at 72 million dollars, a slight increase 
over 1951, due entirely to the expanded grants for maternal and child 
welfare services provided by the recent amendments to the Social 
Security Act. The principal direct Federal programs are the research 
and hospital activities of the Public Health Service.

Trust funds.—The three major retirement systems administered 
by the Government are the old-age and survivors insurance, railroad 
retirement, and Federal employee retirement and disability programs. 
Benefit disbursements are made directly from trust accounts and are 
not included in Budget expenditures. Receipts of the trust funds are 
mainly employer and employee payroll contributions. In the case 
of the railroad retirement system, these receipts are included in total 
Budget receipts and are transferred to the trust account as a Budget 
expenditure. The Government contributes as an employer to the 
Federal employee retirement funds and, for those Federal workers 
who are not covered by these special programs, to the old-age and 
survivors insurance system. These contributions appear as Budget 
expenditures. Payroll contributions received from other employers 
and from workers for old-age and survivors insurance are transferred 
directly to the trust fund and are not included in total Budget receipts. 
Accumulated assets in the three major trust funds now total 20 billion 
dollars; the money is invested in Government securities and the in
terest earned is added to the principal of each trust fund.

Receipts and expenditures under the proposed medical care in
surance program would be handled through a trust account, paralleling
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the procedures for old-age and survivors insurance. A period of 
preparation will be required to set up the health insurance system. 
I am proposing that in the meantime a small payroll tax of one-fourth 
of 1 percent each on employees and employers be levied to provide 
for initial expenses.

SOCIAL SECURITY, W ELFARE, AND HEALTH

(Major trust funds)
[Fiscal years. In millions]

Fund and item 1950
actual

1951
estimated

1952
estimated

Federal old-age and survivors insurance trust fund:
Receipts:

Transfer of employment taxes_________ ______________ $2,106 
257

$2,960 $3,823
313Interest and other_____ ___________ _____ ___________ 299

Transfers from Budget accounts __ ________________ 4 4 4
Payments of benefits and administrative expenses_______ -783 -1,674 -2,177

Net accumulation________ ___________ _______ _______ _ 1,584 1,589 1,963

Balance in fund at close of year._ ____________________  .. 12,885 14,474 16,437

Railroad retirement fund:
Receipts:

Transfers from Budget accounts....................... ................ 583 598 646
Interest on investments_____________________________ 62 70 75

Payments of benefits, salaries, and expenses______________ -304 -329 -350

Net accumulation_____________________________________ 341 339 371

Balance in fund at close of year____________ ____ _______ 2,064 2,403 2,774

Federal employees' retirement funds:
Receipts:

Employee contributions..................... ....................... ......... 359 327 311
Transfers from Budget accounts and other___________ 305 305 325
Interest_________________________ __________________ _ 144 161 175

Payments of annuities and refunds, and expenses.......... -268 -287 -312

Net accumulation.............. ................. ............................ . 540 506 499

Balance in fund at close of year________ __________________ 3,860 4,366 4,865

Medical care insurance trust fund (proposed legislation):
Receipts from payroll contributions......... .......... ................... 275
Payment for initial expenses___________  ________________ -3 5

Net accumulation____________ ____ __________ ________ 240

Balance in fund at close of year_______ __________________ 240
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VETERANS’ SERVICES AND BENEFITS

In the fiscal year 1952 expenditures for veterans’ services and 
benefits will be under 5 billion dollars for the first time in 6 years. 
This results from a further decline in requirements for the readjust
ment of veterans of World War II.

During the coming years, because we shall need to maintain larger 
Armed Forces, virtually all our able-bodied young men may be re
quired to serve their country in its military forces. Before many 
years, nearly all the population may be veterans or the dependents of 
veterans.

This means a profound change in the social and economic import of 
Government programs which affect veterans. It requires a clear 
recognition that many of the needs of our veterans and their depend
ents can be met best through the general programs serving the whole 
population. Therefore, in legislation directed particularly to the 
problems of servicemen and their dependents, we should provide only 
for those special and unique needs which arise directly from military 
service. We should meet their other needs through general programs 
of the Government.

v e t e r a n s ’  s e r v i c e s  a n d  b e n e f i t s

[Fiscal years. In millions]

Expenditures
Recommended

Program or agency
1950

actual
1951

estimated
1952

estimated

new obliga
tional authority 

for 1952 i

Readjustment benefits:
Education and training............ .............................. $2,596 

61
$2,159 

105
$1,414 

110
$1,117

]Loan guarantees_______________________ ______ 1
Unemployment and self-employment allow \ 94

ances__________________________ ______ _____ 141 18 10
Other_________ _____ ____________ ____ _______ 76 79 45 24

Compensation and pensions____ _______ __________ 2,223
480

2,198
95

2,223
74

2,223
Insurance________ ____ ____________ _______ - . _____ 73
Hospitals and medical care:

Current expenses............................................. ......... 605 601 650 659
Hospital construction., ___  __ 159 212 155

Other services and administration (mainly Veter
ans Administration)__________-_________________ 286 279 230 236

T o ta l-- ........................................ ...................... . 6,627 5,746 4,911 4,426

* This column excludes 28 million dollars of recommended appropriations to liquidate prior year contract 
authorizations,
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Readjustment benefits.—A decline of nearly 800 million dollars in 
expenditures for veterans’ readjustment, to 1.6 billion dollars estimated 
for the fiscal year 1952, will result almost entirely from reduced en
rollments for education and training.

Under the Servicemen’s Readjustment Act, eligible veterans are 
required to initiate their courses of training by July 25, 1951. Accord
ingly, with the program drawing to a close, the enrollment in institu
tional, on-the-job, and farm-training courses in the fiscal year 1952 is 
expected to average about 1 million, a decline of some 600,000 from
1951. By the end of the fiscal year 1952 more than 7,500,000 veterans 
will have received education and training under this program at a cost 
of 13.9 billion dollars.

Other expenditures for readjustment benefits cover guarantees of 
veterans’ loans, unemployment allowances, tuition and supplies for the 
training of disabled veterans, and Government grants to certain 
seriously disabled veterans. Government expenditures for the loan 
guarantees in the fiscal year 1952 are estimated at 110 million dollars, 
largely for a gratuity of 1 year’s interest on the guaranteed portion of 
each loan. By the end of the fiscal year 1952 over 3 million veterans 
will have borrowed 18 billion dollars in Government-guaranteed loans 
for homes, farms, and businesses.

The Eighty-first Congress enacted legislation to meet the special 
rehabilitation needs of disabled veterans injured in Korea. By renew
ing the program of vocational rehabilitation which was in effect 
during and after World War II for disabled veterans, and by pro
viding medical treatment, hospital services, and monthly compen
sation, the Government is assisting our disabled veterans to return to a 
self-reliant and productive role as civilians.

Broader problems of policy arise when we consider the readjustment 
needs of nondisabled veterans. In preparing to meet their needs, we 
naturally think first of the combat veterans of the Korean fighting, 
but we must remember that during the coming years the lives of nearly 
all our young men also may be interrupted for service to their country. 
When the time comes that these future veterans can be discharged, 
we must be sure that they will be able to readjust rapidly to normal 
civilian pursuits.

The provision of education benefits, vocational training, loan guar
antees, and unemployment allowances to World War II veterans 
represented a new and more positive approach to the veterans’ re
adjustment problem than the pensions and bonuses previously pro
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vided. There is ample evidence that the “ GI bill” has benefited the 
Nation as well as millions of veterans, despite abuses which impaired 
the readjustment of some veterans and added to the cost of the whole 
program.

Any future program should not only avoid past mistakes but 
should also be fitted to our changed economic and military outlook. 
The readjustment needs of the men in the Armed Forces now and 
in the future are likely to be quite different from the needs of World 
War II veterans. The requirements of future veterans will depend on 
how long our young men serve, what they do while in military service, 
and their ages and family responsibilities at time of discharge. The 
need for special programs for veterans will depend also on how many 
of our young men serve, the job opportunities open to them after
ward, and the types of services available to them under governmental 
programs for the population as a whole. When all these factors are 
considered, it is clear that an extension of the “ GI bill,”  without ma
terial changes, would perpetuate provisions not suited to changed 
conditions. It could result in excessive expenditure of public funds 
and still fail to accomplish the objective of helping the veteran to 
readjust.

The full assessment of these complicated problems requires careful 
study in order that we may adopt the best policies for future Govern
ment programs affecting veterans. In that assessment, we need to 
take careful account of our own national experience over the last 6 
years and the requirements imposed by our changed military and 
economic needs.

Compensation and pensions.—It is estimated that payments for 
compensation and pensions will total more than 2.2 billion dollars in 
the fiscal year 1952, and will be made to an average of 3,168,000 
individuals and families. This is an increase over the current year of 
113,000 in the average number of cases, and of 25 million dollars in 
expenditures. Of the compensation cases, which result from service- 
connected disabilities or deaths, 82 percent relate to military service 
during or after World War II. Of the pension recipients, 7 percent 
are veterans or the dependents of veterans of World War II.

The total of 2.2 billion dollars for 1952 includes 1.5 billion dollars in 
compensation payments, covering an average of 345,000 families of 
deceased veterans and 2,010,000 veterans with service-connected 
disabilities. Also included is 80 million dollars for subsistence allow
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ances to service-disabled veterans in the vocational rehabilitation 
program, a decrease of 56 million dollars below the 1951 level. Pension 
payments will be made in an estimated 812,000 non-service-connected 
cases. The total of 605 million dollars for these pension payments is 
75 million dollars higher than in the current year.

Insurance.—Government liabilities for life insurance programs for 
servicemen and veterans are mainly for the costs of administration 
and for payments on account of deaths traceable to the extra hazards 
of military service.

In view of the Korean hostilities and the current enlargement of 
the Armed Forces, there is pressing need for new legislation to assure 
financial protection to the families of servicemen. The present 
national service life insurance program does not meet this need. 
Because it is optional, the protection is not carried by some servicemen 
and is held in less than adequate amounts by others. The system is 
complex and costly and absorbs excessive manpower, especially when 
the Armed Forces are large and manpower scarce.

It would be more equitable, and over the last decade it would have 
been more economical, to provide a free and automatic $10,000 in
demnity to the survivors of all who die while in military service, and 
to establish a special new system of voluntary insurance open only 
to veterans whose insurability at standard rates has been impaired 
by military service. I recommend that this Congress now enact such 
legislation and extend its benefits to the dependents of those service
men who have died while on active duty since June 27, 1950, if they 
did not have a like amount of servicemen’s insurance protection.

Hospitals and medical care.—Expenses for hospital and medical care 
are estimated at 650 million dollars in the fiscal year 1952, 49 million 
more than in the current year. The average number of patients in 
hospitals and homes is estimated at 138,000, an increase of 5,000 over 
the current year. Approximately two-thirds of present patients are 
being treated for non-service-connected disabilities.

The presently approved construction program of 766 million dollars, 
to provide 36,500 new hospital and domiciliary beds, will be four-fifths 
completed by the end of the fiscal year 1952. Obligational authority 
already available is more than adequate to complete the program.
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Trust funds.—About 6.5 million life insurance policies are now 
outstanding under two trust funds operated for servicemen and veter
ans. One is for the Government life insurance program established for 
servicemen in World War I; the other is for national service life insur
ance, its World War II counterpart.

v e t e r a n s ’ l i f e  i n s u r a n c e  f u n d s  

(Trust funds)
[Fiscal years. In millions]

Item 1950
actual

1951
estimated

1952
estimated

Receipts:
Transfers from general and special accounts.......................... $475 $90 $68
Interest on investments__________________________________ 249 210 204
Premiums and other___________ __________ __________ ___ 440 490 514

Total................................................................................ ......... 1,164 790 786

Expenditures:
Dividends to policyholders__________ _________________ 2,687

414
334 546

Benefits and other______________ _____ __________________ 478 505

Total - _ _____________________________________________ 3,101 812 1,051

Net withdrawal........................................... ............................. -1,937 -22 -265

Balance in funds at close of year__________ __________________ 6,692 6,670 6,405

Expenditures from these trust funds are expected to exceed receipts 
by 265 million dollars, because dividends estimated at 546 million 
dollars will be paid to policyholders in the fiscal year 1952. During 
the fiscal years 1950 and 1951 dividends which had accumulated over 
an extended period were paid from these funds, so that the trust 
fund expenditures in those two years exceeded receipts by 2 billion 
dollars. At the end of the fiscal year 1952, the Government securities 
and cash held by the funds will still exceed 6.4 billion dollars.

GENERAL GOVERNMENT

Expenditures for general government in the fiscal year 1952 are 
estimated at 1.4 billion dollars, an increase of 99 million dollars over 
the current year. This total includes 164 million dollars for the 
dispersal of governmental facilities.
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GENERAL GOVERNMENT 

[Fiscal years. In millions]

Program or agency

Expenditures

1950
actual

1951
estimated

1952
estimated

Recommended 
new obliga

tional authority 
for 19521

Dispersal of Government facilities (proposed legis
lation)------- ----------------------------------------------------------

Federal financial management:
Bureau of Internal Revenue----------------------------
Customs collection, debt management, and

other (mainly Treasury)................... .................
General Accounting Office___ ____ ___________

Other central services:
Central property and records management

(mainly General Services Administration)___
Civil Service Commission-----------------------------
Legal services (Justice)-------------------------------------
Government Printing Office..............................

Government payment toward civilian employees’
general retirement system---------------------------- -------

Legislative functions______ ____ - ------- -------------------
Judicial functions.......... .............................. ...................
Executive direction and management................... .
Other general government:

Immigration control (Justice)------------- -------------
Public building construction (General Services

Administration)......................... .............. ...........
Weather Bureau____ _________________________
Claims and relief acts (Treasury)------ ---------------
Other................. ...................... - ---------- ----------------

Total-

$227

129
35

118
16

302
40
24
7

31

24
71
58

1,108

248

139
33

139
18
9

10
305
43
31
12

25
96
67

1,252

$164

254,

134
31

164
20
10
11

320
48
25 
8

36

9
26 
50 
41

1,351

$256

139
32

145
20
11
19

320
39
25
7

37

27

63

1,140

i This column excludes 5 million dollars of recommended appropriations to liquidate prior year contract 
authorizations.

Dispersal oj Government jacilities.—The acceleration of the defense 
effort requires additional Government buildings to accommodate the 
increased number of Federal employees in the District of Columbia. 
From the viewpoint of security, the new buildings should not be 
located in the central area of the District of Columbia but should 
be located within commuting distance and sufficiently removed from 
each other to assure continuity of operations in the event of air 
attack. Long-range planning goals for the Capital area also call for 
dispersal of Government buildings. I therefore urge the Congress to 
provide the necessary authority and funds to begin promptly a pro
gram for the dispersal of Government offices now located in the Dis
trict of Columbia.
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As distinct from dispersal, functions will be decentralized to loca
tions outside the vicinity of the District of Columbia only in those 
instances where the functions involved can be permanently located 
at further distances without significant loss of efficiency.

Federal financial management.—New tax legislation has created 
additional problems of tax collection. The increase in the estimate 
for the Bureau of Internal Revenue will permit continued strengthen
ing of audit and enforcement activities to try to insure that every 
person pays his full and fair share of taxes.

Present customs law imposes unnecessary difficulties upon the 
Nation’s importers and hampers the conduct of international trade. 
I therefore urge the Congress to enact legislation to simplify customs 
procedures along the lines of recommendations previously transmitted.

Central property and records management.—When the General 
Services Administration was established in 1949, the Federal Govern
ment inaugurated a Government-wide effort to improve real and 
personal property management, including procurement, warehousing, 
traffic, utilities, and records management. In the last few months, 
special emphasis has been given to measures to eliminate every non- 
essential requirement for supplies and equipment; to set inventory 
ceilings at minimum levels in each agency and make any excess stocks 
available to other agencies; to screen thoroughly all surplus property 
declarations before making sales to the public; and to reduce the 
volume of records so as to release scarce office space and equipment.

Payments on Federal real estate.—As an outcome of conferences 
with State and local government officials, a proposal will shortly be 
transmitted to the Congress for a general plan to reduce the effects 
of Federal real estate acquisitions on State and local government 
finances. Payments to State and local governments would not 
generally begin until the second year after enactment of this measure.

Civilian employees retirement.—The Budget includes 320 million 
dollars for the annual Government contribution to enable the civil- 
service retirement and disability fund to cover its currently accruing 
obligations. Federal employees covered by the system are required 
by law to contribute 6 percent of their salaries toward future benefits. 
The Government contribution, designed to cover the remaining cost 
of benefits, amounts to approximately 2.6 percent of the payrolls of 
covered employees plus interest on the Government’s liability to the 
fund for deficiencies in previous contributions.
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INTEREST

The interest payments made by the Federal Government arise 
primarily from the huge additions made to the Federal debt in World 
War II. All interest payments are financed by permanent indefinite 
appropriations and therefore do not require annual Congressional 
action.

INTEREST 

[Fiscal years. In millions]

Item

Expenditures Obligational
authority

(permanent
indefinite)1950

actual
1951 esti

mated
1952 esti

mated

Interest on the public debt_______ ________________
Interest on refunds________________________________
Interest on uninvested trust funds _______________

Total__ __________________  ________________

i $5,720 
93 
4

$5,625 
90 
7

$5,800 
92 
5

$5,800 
92 
5

5,817 5,722 5,897 5,897

1 Includes 225 million dollars in nonrecurring payments resulting from a shift in reporting methods.

Interest on the public debt.—Interest payments on the public debt 
are estimated at 5.8 billion dollars for the fiscal year 1952, continuing 
the gradual increase of recent years. This increase is the product of a 
great number of factors, relating not only to the amount of Federal 
securities outstanding, but also to the composition of the debt by 
type of security and the interest rate structure of the debt.

About one-third of the increase in interest for the fiscal year 1952 
is accounted for by the continued expansion of special issues to Govern
ment trust funds at rates of interest higher than the average on the 
public debt as a whole.

Second, the current increase in public debt is also reflected in higher 
interest expenditures.

A third important factor is the accrual of interest on savings bonds. 
These accruals are continuing to increase as the large volume of 
World War II savings bonds gets closer to maturity. Interest on 
savings bonds alone accounts for a little more than one-fourth of the 
total interest on the public debt. Most of this interest is received by 
individuals and is a reflection of the widespread distribution of the 
public debt at the present time.

Interest on refunds.—On most refunds of receipts interest is paid 
because the Federal Government has had temporary use of the funds*
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Most of the refunds result from overpayment of taxes. The interest 
rate paid on tax refunds, like that collected on tax deficiencies, is 
considerably higher than the average rate paid on the public debt.

I have presented a Budget to meet our country’s needs in a period 
of danger.

We are building the military and economic strength which alone 
has meaning to the men who control world communism. This is the 
only realistic road to a world peace based on justice and individual 
freedom.

For the third time in this century we as Americans must subordinate 
our peacetime goals to what is required for the survival of the Nation. 
Our national objectives in the coming months demand unity of pur
pose among us and a spirit of dedication on the part of everyone. 
Our young men will devote more years to military service. All of us 
will work longer and harder than we have worked before. We will 
pay much heavier taxes. We must defer, in many cases, new gov
ernmental programs to enrich our national life and contribute to our 
individual and family welfare. But in return we will get something 
precious—strength to meet and overcome the barbaric threat of com
munism in whatever manner it confronts us.

We in this Nation have always, in time of national emergency, 
risen with unity and vigor to the defense of our free institutions and 
way of life. We are responding now. We go forward with faith and 
confidence to meet and win the tests ahead.

Ja n u a r y  15, 1951.
H a r r y  S. T r u m a n .
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B U D G E T  M E S S A G E  O F  T H E  P R E S I D E N T

To the Congress oj the United States:
I transmit herewith my recommendations for the Budget of the 

United States for the fiscal year ending June 30, 1953.

Expenditures are estimated at 85.4 billion dollars, an increase of 
14.5 billion dollars over the current fiscal year, and 45.3 billion dollars 
over 1950, the last full fiscal year before the attack on Korea.

Receipts under present tax laws are estimated at 71.0 billion dollars, 
an increase of 8.3 billion dollars over the current fiscal year, and 34.0 
billion dollars over 1950.

The increase in receipts will fall short of meeting the increase in ex
penditures. In the absence of new revenue legislation, a deficit of
14.4 billion dollars is in prospect for the fiscal year 1953, 6.2 billion 
dollars greater than the estimated deficit for the current fiscal year.

B U D G E T  T O T A L S  

[Fiscal years. In billions]

1950
actual

1951
actual

1952
estimated

1953
estimated

Receipts (under existing tax laws)_________________
Expenditures__________________  __________ ____ -

$37.0
40.1

$48.1
44.6

$62.7
70.9

$71.0
85.4

Deficit (—) or surplus ( + ) ___________________ -3 .1 +3.5 -8 .2 -1 4 .4

Eighteen months ago, the unprovoked attack upon the Republic of 
Korea made it clear that the Kremlin would not hesitate to resort to 
war in order to gain its ends. In the face of this grim evidence, this 
Nation and the other nations of the free world realized that they must 
rearm in order to survive.

Since then, we have made significant progress in rebuilding our de
fenses. We have more than doubled the strength of our armed forces. 
We have increased the number of our Army divisions from 10 to 18. 
We have returned to duty more than 160 combatant vessels from our 
“mothball” fleet. We have added more than 40 wings to our Air 
Force. We have greatly expanded our production of military equip
ment and our ability to mobilize for any emergency. We have 
provided our allies overseas with the critical margin of aid necessary 
to help them to grow stronger.

This Budget reflects the progress we have made thus far, and it lays 
the groundwork for further progress.

m5
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It reflects our progress to date in two ways. First, the high rate of 
expenditures for military equipment estimated for 1953 reflects the 
results of the tremendous effort that has been made during the past 
18 months in getting the flow of production started. Second, the 
smaller amount of new obligational authority which I am recom
mending indicates the substantial portion of the financial requirements 
for our military build-up that has been met in the appropriations 
already made by the Congress.

This Budget lays the groundwork for further progress by providing 
for additional increases in the strength of our armed forces, additional 
deliveries of arms to our allies overseas, continued requirements of our 
atomic energy program, and further development of our economic 
strength. By the end of the fiscal year 1953, we will have reached or 
passed the peak production rates for all of our major military items 
except some of the newer model aircraft and some weapons not yet 
in production.

This Budget calls for the largest expenditures in any year since 
World War II. It will involve a heavy burden for our taxpayers, 
because the job of building the strength we need to safeguard the 
security of this Nation is enormously expensive.

Despite its size, this is not a Budget for all-out mobilization. It is 
a Budget carefully planned to carry us a long way forward on the road 
to security— at a pace which is not only within our present economic 
capacity, but which will enable us to grow stronger in the years to 
come.

If new international tensions do not develop, and if no further 
aggressions are attempted, I hope we will be able to reduce Budget 
expenditures after the fiscal year 1954. By then we should have 
completed most of our currently planned military expansion.

BUDGET EXPENDITURES

More than three-fourths of the total expenditures included in this 
Budget are for major national security programs—military services, 
international security and foreign relations, the development of 
atomic energy, the promotion of defense production and economic 
stabilization, civil defense, and merchant marine activities. Major 
national security programs not only dominate this Budget but also 
account for practically all of the increase in total Budget expendi
tures since the attack on Korea. As the table on the following page 
indicates, expenditures for all other Government programs have 
declined 9 percent since the fiscal year 1950. This decline has 
occurred during the period when the costs of goods and services 
which the Government buys have been rising.
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For the fiscal year 1953, expenditures for all other Government 
programs will be nearly a billion dollars below the level of the pres
ent fiscal year. Within this net decrease, some programs have been 
reduced, others have been held to current levels, and still others have 
been expanded.

BU D G E T E X P E N D IT U R E S  

[Fiscal years. Amounts in billions]

1950
actual

1951
actual

1952
estimated

1953
estimated

Percent 
increase 
or de

crease (—) 
1953 over 

1950

Expenditures for major national security programs. _ 
Expenditures for all other Government programs___

Total Budget expenditures___________ ______

$17.8
22.3

$26.4
18.2

$49.7
21.2

$65.1
20.3

266
- 9

40.1 44.6 70.9 85.4 113

I have sharply reduced expenditures for those programs which can 
be deferred or eliminated, even though these programs bring clear 
benefits to the Nation and would be highly desirable in normal times. 
For example, many long-range programs for the development of our 
natural resources are being deferred in order to place greater emphasis 
on meeting current defense requirements. This Budget contains 
funds for only half as many general flood-control projects as my 
Budget of 2 years ago. New starts on flood control, reclamation, and 
river and harbor works have been limited to urgently needed power 
projects, flood-control projects in the Kansas-Missouri area, and 
emergency rehabilitation work which cannot be deferred. The 
Federal-aid highway program will remain below the authorized 
level of 500 million dollars, and major emphasis is being placed on im
proving the network of roads most essential to defense and civilian 
traffic. Expenditures for rural electrification and rural telephones 
have been reduced. All major programs for housing and community 
development outside critical defense housing areas will be held sub
stantially below the levels authorized by basic legislation.

Many other programs, which are necessary for preserving the basic 
strength of this Nation, have been maintained at approximately their 
present levels. Finally, a number of programs contributing directly to 
the defense effort have been expanded— such as defense housing, aid 
for schools in defense areas, projects for expansion of electric power 
generation, and the port security program of the Coast Guard.

A Budget of the scope and size that I am recommending makes 
it imperative that each department and agency of the Government
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enforce every possible economy in spending the money for which it 
is responsible. The Department of Defense, in particular, must con
tinue to place the greatest emphasis upon efficiency in the adminis
tration of the military programs. In the past year, many improve
ments have been made in the management of the Government’s 
affairs. Some of these improvements are outlined in the final section 
of this Message.

NEW OBLIGATIONAL AUTHORITY

To provide for further progress toward reaching our national 
objectives, I am recommending in this Budget a total of 84.3 billion 
dollars in new obligational authority for the fiscal year 1953. This is 
9.2 billion dollars less than the amount of new obligational authority 
available for the current fiscal year.

This Budget also includes 3.2 billion dollars of appropriations to 
liquidate prior year contract authorizations.

The obligational authority either already enacted or recommended 
in this Budget will have an important effect on expenditures in future 
fiscal years. Under the expanding security program, there is an 
extended time lag between the enactment of obligational authority 
and actual expenditures. Many months elapse between the time 
the Congress authorizes expenditures for ships, planes, tanks, and 
other items of military equipment and the time when these items 
are produced, delivered, and completely paid for. Under these 
circumstances, the new funds authorized in one fiscal year may not 
be entirely spent until several years later. For example, of the new 
obligational authority recommended for 1953, nearly half will be spent 
in later years. By the end of the fiscal year 1953, virtually all of this 
authority will have been obligated, in the form of contracts for 
necessary goods and services for which delivery and payment cannot 
be made until the fiscal year 1954 or later.

According to present indications, total Budget expenditures will 
continue to be high in the fiscal year 1954, even though new obliga
tional authority may decline further.

BUDGET RECEIPTS

The following table shows the source of estimated Budget receipts 
for the fiscal year 1953, based o d  existing tax legislation, compared to 
revised estimates of receipts for the current fiscal year and actual 
receipts for the fiscal year 1951.
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B U D G E T  R E C E IP T S

[F isca l years. In  m illion s]

Source 1951
actual

1952
estimated

1953
estimated

Direct taxes on Individuals:
Individual income taxes____ ___________  __ __ $23,365 

730
$29,324 

740
$32,235 

770Estate and gift taxes_____________  ________  _______ ______
Direct taxes on corporations:

Income and excess profits taxes_____ _______________  _________
Excises____________  _____  . . .  _ . . .  ______  ________ ____  _
Customs__________  . __ . . .  . _____  ____  ___ . . .  __

14,388 
8, 693 

624

22,900 
9,046 

575

27,800 
9, 744 

575
Employment taxes:

Federal Insurance Contributions Act _____  _ 3,120 
233 
577

3, 850 
257 
740

4,030
269
690

Federal Unemployment Tax A ct____________  . ______ _____
Railroad Retirement Tax A ct______________  __ _______ __
Railroad Unemployment Insurance A ct__ __ . .  _______  . . .  _ 10 10 11

Miscellaneous receipts:
Existing legislation __  __ ______ 1,629 1, 598 1,598

15Proposed legislation___________________  _. . . ______ . . .  _ .
Deduct:

Appropriation to Federal old-age and survivors insurance trust
fund_______________  ________  ________  __ . . .  ___ __ - 3 ,1 2 0  

-2 ,1 0 6
-3 ,8 5 0  
- 2 ,5 1 0

-4 ,0 3 0  
- 2 ,  709Refunds of receipts____________________________________________

Budget receipts______________________________________________ 48,143 62, 680 70,998

N o t e .— E stim ated  rece ip ts  for 1953 ex clu de  n ew  tax proposals.

FINANCING THE SECURITY EFFORT

When we embarked on the defense program to keep our country 
strong, I stated that sound financial policy required us to pay for the 
increased defense costs by current taxation, and that we should avoid 
adding substantially to the public debt. This policy is important to 
the preservation of the financial strength of our Government, to the 
success of the stabilization program, and to the sharing of defense 
costs fairly.

To carry out this policy, I proposed to the Congress two separate 
tax measures during the latter half of 1950 and another early in 1951. 
The Congress responded promptly to my earlier recommendations but 
enacted only part of the proposals I made last year.

I recommended last year that the Congress provide at least 10 
billion dollars of additional revenue and laid stress on the importance 
of improving the equity of the tax system. The legislation enacted 
by the Congress late last year will contribute little more than half of 
the amount I recommended.

Since then, the needs of adequate defense have become clearer. 
For the fiscal year 1952, total Budget expenditures are estimated at
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about 71 billion dollars, and they are expected to rise nearly 15 billion 
dollars in the fiscal year 1953.

While revenues under present tax laws are expected to rise, they 
will still fall short of meeting expenditures by a substantial amount 
in 1952 and an even larger amount in 1953.

A pay-as-we-go tax policy is difficult to regain once we fall behind.
We cannot now undertake, on a strict pay-as-we-go basis, the dual 

job of making up for the inadequate revenue legislation last year and 
meeting the increases in expenditures immediately ahead. However, 
there is still time to insure more nearly adequate financing for the 
defense program as a whole. In my judgment this calls, at the very 
least, for the amount of additional revenue by which last year’s legis
lation fell short of my recommendations.

The need for improving the equity of the tax system gives me as 
much concern as the need for revenue. The tax laws should not be 
used as a means of granting special favors or hiding special subsidies. 
Glaring injustices in our tax laws should be eliminated before those 
with modest means are asked to shoulder additional burdens.

The Congress has made some progress in this direction, but un
happily it has also added new loopholes, as I stated at the time I 
signed the Revenue Act of 1951. When the Congress practices 
favoritism in writing tax laws, it encourages self-seekers to try to gain 
favored treatment.

The attainment of the revenue objectives I have outlined would not 
fully resolve our revenue problem this year or next. The Congress 
should be clear about the risks involved in this course. But economic 
growth will continue to increase the productivity of the tax system in 
future years. Moreover, I hope that world conditions and the build
up of our defensive strength will permit a reduction in Federal expendi
tures after the fiscal year 1954. Thus, the problem of financing 
defense should be eased once the build-up of our defensive strength 
has been attained.

How we meet the situation in the meantime will depend greatly on 
the reaction of producers and consumers in the face of unavoidable 
shortages and the rise in incomes stemming from Government expendi
tures. One of the key factors will be the adequacy of savings to re
strain demand and to meet the investment requirements of business.

We cannot, however, be complacent. It is cause for grave concern 
that, partly as a result of inadequate revenue legislation last year, we 
are now confronted with the impracticability of financing Government 
expenditures currently out of taxes for the next year or two.

Prudence demands that we return to a pay-as-we-go policy as 
quickly as practicable. In the meanwhile, we must be continually
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alert to threats to economic stability and be prepared to deal with the 
situation as it develops.

MISCELLANEOUS RECEIPTS

The Bureau of the Budget, in cooperation with the other Federal 
departments and agencies, has undertaken a comprehensive study of 
the fees charged by Government agencies for services to private indi
viduals and groups. The objective of this study is to place these serv
ices on a self-supporting basis wherever practicable, in accordance with 
the policy I first stated in my 1948 Budget Message and with the 
provisions of title V of Public Law 137, enacted in the first session of 
this Congress. Some of these results are reflected in this Budget, in 
the form of an additional 37 million dollars in reimbursements to 
appropriations and miscellaneous receipts. Some of the more signifi
cant adjustments in fee schedules, however, cannot be made without 
legislative authority. The legislative proposals to effect these adjust
ments will be submitted to the Congress as they are prepared.

BORROWING AND THE PUBLIC DEBT

On the basis of present tax rates, it is estimated that the public 
debt will increase from 255 billion dollars at the beginning of the cur
rent fiscal year to 260 billion dollars by June 30, 1952, and 275 billion 
dollars by June 30, 1953— the present statutory limit.

The prospective debt increase makes it essential that the Govern
ment continue to follow policies in the new financing and the refunding 
of maturing issues which reinforce the economic stabilization program. 
The American people can help the stabilization program by continu
ing to purchase savings bonds and by taking other steps to increase 
new savings. The millions of people who own savings bonds maturing 
in the near future can also help to combat inflation by keeping their 
bonds and allowing them to continue accumulating interest, rather 
than cashing them at this time. Legislation enacted last year permits 
the holders of these bonds to earn interest on them for another 10 years 
without the necessity of exchanging them for new bonds.

EXPENDITURES AND AUTHORIZATIONS BY MAJOR FUNCTION

The following table shows estimated expenditures and recommended 
new obligational authority for the fiscal year 1953, classified by major 
function. It also compares, by major function, estimated expendi
tures in the fiscal year 1953 with revised estimates for the current 
fiscal year and with actual expenditures in 1951.
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EXPENDITURES AND AUTHORIZATIONS BY MAJOR FUNCTION 

[Fiscal years. In millions]

Function

Expenditures Recommended 
new obliga

tional authority 
for 19531951

actual
1952

estimated
1953

estimated

Military services__________________________________ $20,462 $39, 753 $51,163 $52, 359
International security and foreign relations________ 4, 727 7,196 10,844 8, 238
Finance, commerce, and industry______________  __ 176 751 833 1,171
Transportation and communication_______________ 1,685 2, 153 1,643 1, 521
Natural resources.-- __________________  _ _______ 2, 051 3, 082 3, 237 2, 694
Agriculture and agricultural resources_____________ 650 1, 408 1,478 1, 327
Labor_____________________________________________ 228 240 246 259
Housing and community development____________ 602 881 678 1, 421
Education and general research _________________ 115 238 624 688
Social security, welfare, and health_________ ______ 2, 380 2,680 2, 662 2, 578
Veterans’ services and benefits_________________  _ 5, 339 5,166 4,197 4,181
General government ___________  - ___  ___ ____ 1,209 1, 353 1, 484 1, 443
Interest____________  ________  __________  _______ 5, 714 5, 955 6,255 6, 255
Reserve for contingencies ___ 25 100 125
Adjustment to daily Treasury statement -705

Total _____________________________________ 44, 633 70, 881 85, 444 84, 260

MILITARY SERVICES

The cost of expanding and strengthening our armed forces con
tinues to be the largest item in the Budget.

During the past 18 months our fighting men and their allies have 
repulsed two waves of aggression in Korea. At home we have not 
only supported our forces in Korea but also have made substantial 
progress in building military strength for use in the event of an all-out 
emergency. We now have almost 3% million men and women in our 
armed forces, more than twice as many as we had when Korea was 
attacked. Our monthly production of guns, tanks, planes, ships, and 
other military hard goods has increased fivefold since Korea and will 
continue to increase in the months ahead.

This Budget provides not only for maintaining our present military 
strength, but also for building toward somewhat higher goals than 
we had planned a year ago. These new goals contemplate an Air 
Force of 143 wings, an Army of 21 divisions, a Navy with 408 major 
combatant vessels in the active fleet and 16 large carrier air groups, a 
Marine Corps of three divisions and essential supporting elements for 
all these services.

Expenditures for military services are estimated at 51.2 billion dol
lars in the fiscal year 1953 as compared to 39.8 billion dollars in 1952,
20.5 billion dollars in 1951, and 12.3 billion dollars in 1950. The in
crease is due largely to the fact that the rate of military production
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has risen sharply from the levels of 18 months ago and will continue 
to rise through the fiscal year 1953. It also reflects the costs of 
modern weapons, which are much higher than in World War II.

I am recommending 52.4 billion dollars in new obligational author
ity for military services in the fiscal year 1953 as compared to 61.7 
billion dollars in 1952. This reduction is possible because a substan
tial portion of the obligational authority required to finance our mili
tary expansion has already been provided by the Congress.

MILITARY SERVICES

[Fiscal years. In billions]

Expenditures New obligational authority

Cost category, program or agency
1951

actual
1952

estimated
1953

estimated 1951 1952 1 1953 2

Department of Defense, military func
tions:

Military personnel------ ---------_ . $7.2 $10.1 $11.0 $8.2 $11.1 $11.9
Major procurement and production: 

Aircraft__________________________ 2.2 5.8 11.0 8.7 14.9 14.1
Other____________________  _____ 2.1 7.2 9.0 13.3 14.5 7.6

Acquisition and construction of real 
property___  ____________  _______ .4 2.7 3.5 2.4 4.0 2.5

Operation and maintenance--------------- 5.8 10.4 12.1 11.5 13.0 12.4
Civilian components—. .6 .7 .8 .8 .7 .8
Research and development_____ _____ .8 1.0 1.4 1.2 1.5 1.7
Industrial mobilization______________ .1 .2 .2 .3 . 1 .1
Department-wide activities__________ .5 .8 1.0 1.3 1.2 1.0

Activities supporting military services:
Stockpiling of strategic and critical 

materials________________  ________ .7 .8 1.1 2.9 .6 .2
Other________________________________ .1 .1 .1 . 1 .1 .1

Total______________________________ 20.5 39.8 51.2 50.7 61.7 52.4

1 Includes proposed legislation and supplemental? of $J .5 billion.
2 Includes proposed legislation of $3.5 billion.

Military personnel.— This Budget provides for an increase in total 
active armed strength from 3.6 million men at the end of the current 
fiscal year to 3.7 million men during the fiscal year 1953 and for an 
increase in expenditures for military personnel from 10.1 billion dollars 
in 1952 to 11.0 billion dollars in 1953. These expenditures include 
provision for pay, clothing, subsistence, and transportation of our 
men and women in uniform.

It is likely that we shall have to maintain relatively large military 
forces for a long time to come. This fact raises three problems with 
respect to the welfare of military personnel that will require legislative 
action. The first is legislation proposed by the Administration 
to make increases in military pay and allowances comparable to the
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increases granted civilian employees of the Government last year. 
The military budget includes, under proposed legislation, an amount 
estimated to be sufficient to cover the cost of such an increase.

Second, present laws do not in many cases provide adequate bene
fits for the families of servicemen who die, either while serving their 
country or after retirement. In recognition of this need, the Congress 
is now considering survivors benefit legislation which would authorize 
a self-sustaining system based on contributions from the servicemen 
themselves. This legislation, however, does not provide protection 
if service in the armed forces is terminated before retirement. I 
believe that protection should be continuous and that the most 
equitable way to achieve this protection is to extend the coverage 
of the old-age and survivors insurance system to all members of the 
armed forces. Such coverage would provide the same basic protec
tion for our service men and women that is now enjoyed by most 
other Americans. A military survivors benefit system should be 
designed to provide supplementary benefits scaled to the earnings in 
excess of those covered by the old-age and survivors insurance system. 
These new military benefits would supplement the payments under the 
old-age and survivors insurance and veterans’ laws in these higher pay 
ranges.

Third, I am concerned about the very large future obligations which 
are being accumulated under the present military retirement system. 
At the present time, these future obligations are not funded and 
annual appropriations cover only the military retirement costs for 
that year. I believe that the Congress should examine all the Fed
eral retirement laws and the experience which we have gained under 
them with a view to determining whether future obligations for 
military retirement should be met by a contributory system in which 
career military personnel and the Government share in the establish
ment and maintenance of a retirement fund adequate to meet the 
rapidly increasing costs of military retirement benefits.

Major procurement and production.— Funds for major procurement 
are used to provide our expanding armed forces with modern tanks, 
ships, aircraft, vehicles, ammunition, guided missiles, electronic equip
ment, and other hard goods ranging from the largest bomber to the 
smallest pistol cartridge.

More than half of the expenditures for major procurement in the 
fiscal year 1953 will be for aircraft. These very large costs reflect the 
fact that the airplanes which we are building are much heavier and 
very much more complex in design and equipment than those of even
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a few years ago. In some of the new models, for example, the cost of 
the electronic equipment alone represents more than the entire cost of 
World War II planes designed for the same type of mission.

Most types of military equipment require many months to manu
facture. Thus, much of the expenditures for major procurement in the 
fiscal year 1953 will be from funds appropriated in earlier years. On 
the other hand, a large portion of the new obligational authority which 
I am recommending for the fiscal year 1953 will be used to place con
tracts for military equipment that will be delivered and paid for in 
subsequent fiscal years. I am recommending new authority of 21.7 
billion dollars for major procurement in 1953, as compared to 29.4 
billion dollars enacted for the current fiscal year.

In addition to supplying our active forces with the weapons and 
equipment required to carry out their missions, this Budget will pro
vide some reserves of equipment which would help supply the armed 
forces in the event of an all-out emergency. However, in a long-term 
mobilization effort such as that on which we have embarked, our 
policy is to rely primarily on a continuing flow of production and 
the ability to achieve rapid expansion of production if necessary 
rather than on the accumulation of large inventories of military 
equipment.

This policy means that we will try to avoid production peaks and 
troughs which would unnecessarily disrupt the economy. We will 
also strive for the type of balance between military and civilian pro
duction which will permit us to maintain both a strong economy and 
a strong military posture. At the same time, we will be producing 
weapons of the most advanced design and will keep fresh the know
how of military production. Our production effort therefore must be 
judged by how well it achieves these results as well as by the speed 
with which the goods are delivered.

Acquisition and construction oj real property.— The rapid expansion 
and modernization of our armed forces necessitates considerable 
new military construction as well as major repair and modernization 
of existing facilities. Obligational authority for much of this work 
has already been enacted by the Congress, but, as is true with pro
curement funds, expenditures take place many months after the let
ting of contracts. Expenditures in 1953 are estimated at 3.5 billion 
dollars as compared to 2.7 billion dollars in the current fiscal year. 
These expenditures take account of the recommendations for certain 
additional military construction which I shall submit to the Congress 
in the near future.
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Operation and maintenance.— The operation and maintenance of 
our military equipment and our military establishments require the 
services of many people and the purchase of many things. These 
funds are used to purchase fuels, lubricants, spare parts, and other 
supplies. They are also used to pay for storage, repairs, maintenance, 
and handling of armor, armament, and ammunition; to operate and 
maintain supply depots, service-wide transportation and communica
tion facilities, and medical establishments of the Army, Navy, and 
Air Force. As we continue to expand our military strength, these 
tasks grow in both magnitude and complexity.

A considerable portion of these funds is for the pay of civilian em
ployees engaged in operation and maintenance. Total civilian 
employment in the Department of Defense for military functions 
will reach approximately 1.3 million in the current fiscal year. In 
fiscal year 1953, it is expected to be slightly higher and will represent 
about half of all Federal civilian employment. Approximately 60 
percent of the Department’s civilian employees are engaged in in
dustrial activities- at arsenals, ship yards, ordnance depots, repair 
shops, and similar military installations.

Civilian components— The civilian components of the armed forces 
consist of the National Guard; the Air National Guard; the Organized 
Reserve units; and reserve officers’ training units of the Army, Navy, 
Air Force, and Marine Corps. A vital part of our long-range policy 
of increasing the potential military strength of this Nation consists of 
increasing the size and improving the preparedness of these units.

Since Korea it has been necessary to draw upon our Reserves for 
active duty. The number of men in the Organized Reserves and the 
National Guard units declined from 837,000 in June 1950 to 525,000 
in October 1951. This Budget provides for an increase to a strength 
of 932,000 men in the civilian components by the end of the fiscal 
year 1953.

Three legislative proposals which would strengthen our civilian 
components are now before the Congress. The universal military 
training bill would provide for 6 months of military training for every 
able-bodied young man. The Armed Forces Reserve bill establishes 
three classes of Reservists— the ready, stand-by, and retired Re
serves— and prescribes a more equitable and uniform policy applicable 
to Reserve personnel of all services. The Reserve Officers’ Training 
Corps bill provides for a reorganization and strengthening of the 
college officer procurement programs of the services.
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It is contemplated that, if the statutory basis is provided, the 
universal military training program will be put into effect on a limited 
basis as early in the fiscal year 1953 as possible. It will be gradually 
expanded until all qualified young men enter the program. With the 
increase in the size and strength of our Reserve forces brought about 
through universal military training, we can ultimately work toward a 
progressive decrease in the size of our Regular standing forces.

These three bills, if enacted without delay, would progressively in
crease the size and improve the quality of our civilian components and 
provide us with Reserve strength that can be rapidly mobilized in 
event of emergency.

Research and development.— In building our military strength we 
are providing our forces with the best and most advanced weapons 
possible. In present-day warfare, and to an even greater extent in 
the future, technical superiority in weapons can mean the difference 
between victory and defeat. A strong research and development 
program is essential to insure that our productive and material 
resources go into weapons and equipment that are superior in quality 
and performance to those of any aggressor and that we will be able 
to maintain this superiority in the years to come.

As a result of research and development work done in the past few 
years, our forces are now being equipped with new types of weapons 
and equipment far superior to those of World War II. More new 
and improved weapons are now going into production, and we are 
perfecting the development of still others which will add to our military 
strength in the years immediately ahead.

Expenditures of the Department of Defense for research and 
development are estimated at 1.4 billion dollars in 1953, an increase 
of 400 million dollars over 1952.

Stockpiling.— For the fiscal years 1947 through 1952 the Congress 
provided obligational authority totaling 5.0 billion dollars for the 
stockpiling of strategic and critical materials. In the four years pre
ceding Korea, exclusive of transfers of materials acquired under other 
authority, 783 million dollars was spent for materials. Since Korea 
there has been a rapid acceleration of the rate of stockpiling. Ma
terials contracts valued at 2.3 billion dollars were placed in the 16 
months ended October 31, 1951. Deliveries in this same period 
amounted to 886 million dollars.

Taking into account these expenditures and transfers, as well as 
price changes, the stockpile inventory at the end of October was 
valued at 3.3 billion dollars. We expect to have in our stockpile at
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the end of the fiscal year 1953, strategic and critical materials Vorth 
about 5 billion dollars at September 1951 prices and will have under 
contract an additional 1.7 billion dollars’ worth of vital materials for 
delivery after 1953. This reserve of rubber, copper, tin, manganese, 
chromite, tungsten, cordage fibers, and more than 60 other materials 
will be an important source of strength in the years to come.

I am recommending 155 million dollars in new obligational authority 
for stockpiling in the fiscal year 1953. This is about 435 million dol
lars less than the Congress enacted for the current fiscal year. Two 
developments account in large measure for the decrease. First, 
additional expansion of supply will be financed from Defense Produc
tion Act borrowing authority, thereby reducing the need to place 
long-term contracts under stockpile authority. Second, the quantity 
of materials available for stockpiling in 1952, although large, will be 
less than originally anticipated because of the increase in consump
tion of materials for military purposes and expansion of productive 
capacity. Therefore, a portion of the funds provided in earlier years 
will be available to acquire materials in 1953.

Expenditures for stockpiling in fiscal year 1953 are estimated at 
1.1 billion dollars as compared to 800 million dollars in 1952. This 
increase reflects the fact that, because of actions taken in earlier 
years to expand supplies, more material will be available for stock
piling in 1953.

Other activities supporting military services.— Included in this part of 
the Budget are the net receipts of the Reconstruction Finance Corpo
ration for production and sale of tin, synthetic rubber, and abaca fibers 
and for the liquidation of certain assets and liabilities remaining from 
its World War II programs. Other activities supporting the military 
services are mainly the research programs of the National Advisory 
Committee for Aeronautics, the activities of the Selective Service 
System, and the National Security Training Commission.

INTERNATIONAL SECURITY AND FOREIGN RELATIONS

The vast rearmament program upon which this Nation has entered 
has a single objective— the building of defensive forces and a mobiliza
tion base which will serve as a deterrent to communist aggression 
and which can, if the deterrent fails, give us and our allies the strength 
to defeat the aggression.

For that purpose, strength within the United States is not enough. 
The areas most vulnerable to aggression are not in the Western 
Hemisphere. They are in Europe, in the Middle East, and in Asia. 
To deter aggression and provide for our own security require not
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only building up our own strength but also building strength in 
these areas.

The foreign policy and international programs of the United States, 
as well as our own military program, recognize that fact. That is 
why American forces are now serving with our allies in Korea and 
Europe. That is why the Congress last year authorized the mutual 
security program of military and economic assistance to nations 
which have common security interests with us and a determination 
to preserve their freedom.

The bulk of expenditures for international security in this Budget 
are for military and economic assistance. Other major expenditures 
are for the campaign of overseas information and education, for 
participation in the United Nations and other international organiza
tions, and for the regular activities that make up the conduct of foreign 
affairs.

INTERNATIONAL SECURITY AND FOREIGN RELATIONS 

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1953

Program or agency
1951

actual
1952

estimated
1953

estimated

Military and economic assistance:
Present programs-----------  ----------------------- $4,497 $6,868 $7,186 $14
Mutual security program (proposed legislation). 

Conduct of foreign affairs:
Overseas information and education._ ________ 40 110

3,339

157

7,900

170
Participation in international organizations, 

and other__________________________________ 190 218 162 154

T ota l.................................... ............................ 4,727 7,196 10,844 8,238

Military and economic assistance.— I will soon submit to the Con
gress specific recommendations for the mutual security program totaling 
about 7.9 billion dollars. Expenditures for military, economic, and 
technical assistance in the fiscal year 1953 are estimated at 10.5 billion 
dollars, as compared with 6.9 billion dollars in the present fiscal year. 
The bulk of the assistance will go directly toward helping to build 
adequate military defenses. The program will also include substan
tial sums for technical assistance and development work, under the 
Point Four concept, to help the people of economically underdevel
oped areas move forward in solving their most pressing problems. The 
solving of these problems is of vdtal importance in meeting the threat 
of subversion, which in many areas of the free world is graver than the 
threat of military attack.

950000— 52-------hi
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The increase in mutual security program expenditures will be due 
to a sharp acceleration in deliveries of military equipment to our allies 
overseas. Expenditures for these deliveries and for certain other 
forms of military assistance, such as training, are estimated at 4.0 
billion dollars in the current fiscal year and 8.0 billion dollars in the 
fiscal year 1953. During the past 18 months these deliveries have 
been smaller than originally planned, partly because of the demands of 
the Korean conflict, and partly because of the time required for the 
production of complex long-lead-time equipment. Our production of 
weapons is now increasing at a rate which will make possible deliveries 
in the magnitudes required for the scheduled build-up of free world 
forces. Accordingly, I have directed that a policy of allocating mili
tary equipment be established which will assure that United States 
forces in Europe and NATO forces, as well as other forces of certain 
foreign countries which in the case of war are most likely to be first 
attacked, are adequately equipped.

Our mutual security program is a vital and indispensable element 
in building security for the free world as a whole and for this country. 
Under this program, friendly nations overseas will be able to obtain 
the crucial margin of resources— military or economic— which they 
need in order to develop rapidly their own potentials of strength 
against aggression and subversion. The strength they can build will 
be joined with the strength we are building in the total fight for 
security and peace.

We cannot, as two world wars have proved, isolate ourselves from 
threats to other free men. This Nation cannot stand by and see 
free peoples overrun. In the end, that could only mean isolation of 
this country in a world organized against it by Soviet masters.

Military and economic assistance to Europe.'—Through the efforts of 
the Europeans themselves, combined with the additional resources 
we are making available through our military and economic assist
ance programs, real progress is being made in Europe toward the 
urgent objective of achieving adequate defense forces.

As of 18 months ago, the North Atlantic Treaty countries in 
Europe had virtually no combat-ready defensive units in all of Con
tinental Western Europe, except for certain naval forces and the 
ground divisions and air squadrons on occupation duty in Germany. 
Since then, the active strength of their forces has been substantially 
increased; in terms of men on active duty, their effective ground 
strength now exceeds that of our own Army. Air cover and naval 
support are being provided in increasing amounts. Moreover, the 
units have been brought to a higher state of effectiveness through
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longer periods of service and more thorough training and through 
substantial additions to equipment including replacement of obsolete 
weapons. Finally, many of the scattered units of the various coun
tries are now, under the command of General Eisenhower, being welded 
into a single fighting force, and supporting systems of communica
tions, supply, and bases are being developed. Combined defense ex
penditures of the nine European members of the North Atlantic 
Treaty Organization have been increased sharply, from the equiva
lent of 4.5 billion dollars in fiscal year 1950 to an amount estimated 
at more than 9.0 billion dollars in the current fiscal year.

Over the coming months progress in building European defenses 
will be even more rapid, under plans recently developed by the 
North Atlantic Treaty Organization’s Temporary Council Committee, 
under United States chairmanship. This Committee has reviewed 
the present status of European defenses and the further requirements 
estimated by the military leaders of the member nations and by 
General Eisenhower’s international headquarters. It has developed 
a realistic plan of action for a rapid build-up of effective defense 
forces backed by well-trained and quickly mobilizable reserves. 
This plan of action is designed to see that nonessentials and duplica
tions are stripped out and that the highest priority jobs are done first. 
In spite of these reductions, it will still be necessary for many of the 
member countries to make substantially larger efforts than previously 
planned, and we, in addition to our contribution of forces, will have 
to provide expedited deliveries of military equipment and economic 
assistance.

On the basis of this new plan of action two important conclusions 
emerge. First, it is now clear that within 12 more months Western 
Europe can have a compact force which would offer strong resistance 
in the event of an attack. Secondly, under the new plan it is now 
clear that within a few years it will be possible to attain a level of 
Western European defenses which would make invasion there so 
costly, and so unlikely of success, that the danger of its being at
tempted would become remote.

Our mutual security aid is an essential component required to 
achieve the new defense plan on schedule. We will provide planes, 
tanks, guns, production equipment, raw materials, and other supplies 
which are needed to carry out the plan but which the Europeans can
not obtain from their own resources.

The largest part of this aid will be in the form of military equip
ment. The equipment we provide will have the direct effect of 
bringing to combat readiness additional air wings, ground divisions,
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and naval units defending Western Europe against aggression. To 
an increasing extent, the equipment we provide will be procured in 
Europe. This will somewhat lighten the production burden on this 
country, and by stimulating European military production will help 
to bring nearer the day when Europe will be able to maintain her 
forces without further assistance from us.

To enable the European countries to expand their defense programs 
on schedule, other aid in the form of commodities— economic aid—  
will be needed. The economy of Europe is undergoing a serious strain, 
in part because of its own expanding defense programs and in part 
because of world price movements associated with the defense build
up of the free world as a whole. Two of the key countries, Britain and 
France, have been unable in recent months to pay for essential im
ports except by dipping deeply into their limited dollar reserves. 
As the European defense programs expand, and industry and man
power are directed toward defense rather than producing for export, 
European dollar deficits will continue to be serious although not 
nearly so large as those which had to be dealt with in the immediate 
postwar years.

To meet these problems it will be necessary for the European 
countries to take additional measures to facilitate allocation of re
sources to defense and to prevent internal inflation. But despite 
such measures, the Europeans will require our aid in meeting the 
problem of dollar deficits without interruption of the defense build-up.

The mutual security program will also include assistance to certain 
European countries not included in the North Atlantic Treaty. 
This Budget includes funds for military and economic assistance 
to help maintain the independence of Yugoslavia, which stands as 
an example to Soviet satellites that independence can be achieved. 
Greece and Turkey, key barriers to Soviet expansion into the eastern 
Mediterranean, are maintaining large forces which are expected to 
be integrated soon into the North Atlantic Treaty defense system. 
Through military and economic assistance we will continue to assist 
them in carrying this heavy burden. Negotiations are also in process 
leading toward German participation in European defense.

Assistance to other areas oj the jree world.— The vulnerability to 
internal and external aggression of many parts of the non-European 
free world, especially the Middle East and Asia, requires that we make 
the strongest efforts to help these areas gain in strength and stability.

Our mutual security program for these areas, as compared with 
Europe, will place proportionately more emphasis on economic aid
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and technical assistance than on supplying military equipment. So 
long as conditions exist to feed the fires of communist agitation—  
conditions of poverty, disease, illiteracy, and economic stagnation—  
there will be the continuous danger of subversion and internal col
lapse. These problems are deep rooted and stubborn, but they can 
be solved. Under the Act for International Development and other 
legislation, this country adopted a long-range policy of working 
directly with the underdeveloped countries to help them solve these 
problems and lay a firm foundation upon which they can build with 
their own resources. This policy has helped them to achieve progress 
within their own economies, and to increase their contribution of 
vital raw materials to the rest of the free world. In each instance 
our assistance is predicated on the maximum possible effort by the 
recipient country to solve its own problems.

In the Middle East, events during the past year have emphasized 
the urgency of achieving stability and more adequate defenses. Much 
can be accomplished by programs of technical assistance to deal with 
basic problems of low productivity which underlie much of the region’s 
difficulties. This Budget provides funds for our contribution for the 
second year of the 3-year program for reintegration of Arab refugees, 
and other funds for assistance to the Arab states, Iran, and Israel.

In Asia, the mutual security program for the fiscal year 1953 will 
provide for a continued flow of military equipment, to assist the 
troops of France and of the Associated States of Vietnam, Laos, and 
Cambodia, in their gallant fight against the communist insurgents in 
Indochina. We are providing, and will continue to provide under 
this Budget, military equipment and other supplies to the Chinese 
forces defending Formosa. Philippine troops, with weapons supplied 
under the mutual security program, are making good progress in 
suppressing the communists who have been a dangerous threat to 
the economic and political development of the republic.

The needs of Asian countries for economic aid vary substantially 
from country to country. Some countries are rich in resources; here 
the great need is for technical assistance to help them more quickly 
master the complex problems of developing and organizing their re
sources for the welfare of their people. In Indonesia, for example, 
technical assistance will be provided to help this young republic de
velop its resources and establish essential administrative, health, and 
educational facilities, so as to increase the stability of its democratic 
government. To other countries in Asia we are supplying technical 
assistance and also developmental aid to supplement their own 
development programs. In India, for example, the government has 
undertaken a large-scale program of agricultural expansion, in order
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to meet the increasing pressure of population in relation to food pro
duction. In spite of mobilizing every resource it can, India will 
require some aid from us to help solve her agricultural problem.

In Latin America it is essential that we continue our part of the 
jointly financed programs of technical assistance, which are making an 
important contribution toward solving problems of health, education, 
and agricultural productivity. The Latin-American economy con
tinues to attract a large flow of private American capital. Key 
development projects, including those for strategic materials, will 
continue to be financed primarily on a loan basis, especially by the 
Export-import Bank under its recently increased loan authority. 
This Budget also contains limited funds for military assistance to 
Latin America.

We are also contributing to United Nations technical assistance 
programs. In addition, the broad purposes of the Point Four con
cept are being furthered by private investment, by loans from our 
Export-import Bank, many of them for strategic materials develop
ment, and by loans from the International Bank for Reconstruc
tion and Development. In preparing the mutual security program 
for underdeveloped countries, careful consideration has been given 
to all loan possibilities.

Overseas injormation.— Expenditures for our overseas information 
and educational exchange program, basic to our Campaign of Truth, 
are estimated at 157 million dollars in the fiscal year 1953. The 
increase of 47 million dollars over the current fiscal year will be needed 
for expanded radio facilities, including ship-borne transmitters, capable 
of reaching more and more people behind the Iron Curtain, and over
powering Soviet “jamming” attempts; for transfer of the Army’s 
information program in Japan to the State Department; and for a gen
eral intensification of our efforts in the most critical areas of the world.

This vital program is coordinated with other parts of our total 
security effort. Soviet propaganda and agitation use every possible 
device, direct and concealed, to pervert the hopes and play upon the 
fears of free peoples. Internal subversion, buttressed by propaganda 
techniques rather than the commitment of Soviet armies, has played 
the leading part since World War II in the expansion of the Soviet 
Empire. Against these menacing instruments of the cold war, the 
Campaign of Truth has been making substantial gains. The overseas 
information program, speaking through every possible medium—radio, 
press, motion pictures, information centers, exchange of persons— is 
exposing the true nature of the communist menace and explaining to 
the rest of the world the truth about our objectives.
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Other foreign affairs.— In addition to the funds for overseas infor
mation and education, this Budget includes expenditures of 162 
million dollars for the conduct of other foreign affairs. We and our 
allies must make sure, through the United Nations and other channels, 
that war does not come about from a misunderstanding of our true 
motives or from a failure to understand our determination to resist 
tyranny.

FINANCE, COMMERCE, AND INDUSTRY

T h e  a u t h o r i t y  g r a n t e d  u n d e r  t h e  D e f e n s e  P r o d u c t i o n  A c t  h a s  b e e n  

i n d i s p e n s a b l e  i n  b r o a d e n i n g  t h e  e c o n o m i c  b a s e  f o r  o u r  s e c u r i t y  e f f o r t  

a n d  i n  i n c r e a s i n g  d e f e n s e  o u t p u t .  W i t h  t h i s  a u t h o r i t y ,  w e  a r e  g i v i n g

FINANCE, COMMERCE, AND INDUSTRY

[Fiscal years. In millions]

Net expenditures or net receipts (—) Recommended 
new obliga

tional authority 
for 1953

Program or agency
1951

actual
1952

estimated
1953

estimated

Promotion of defense production and economic 
stabilization:

Expansion and allocation of production:
Funds appropriated to the President:

Present programs.......... .............. ..... ........ $138 $501 $301
285Proposed legislation................................ $900

6
Department of Commerce:

Present programs.......... ............................ 13 50 9
Proposed legislation................................. . 41 45

Small Defense Plants Administration:
Present programs................ ............ ......... 2 4
Proposed legislation_________________ 9 28

Other:
Present programs_________ ___________ 1 5 0)

5Proposed legislation___________________ 8
Price, wage, and rent controls:

Economic Stabilization Agency:
Present programs_____________________ 26 112 14
Proposed legislation____ ______________ 135 150

Business loans and guarantees (Reconstruction 
Finance Corporation)___________________________ —19 78 —1

Promotion or regulation of trade and industry:
Department of Commerce_____________________ 17 17 18 18
Antimonopoly programs and other___ ________ 9 9 9 9

Promotion or regulation of financial institutions:
Reconstruction Finance Corporation —16 —30 —3
Securities and Exchange Commission and other. 7 7 7 7

Total..... ............................................................... 176 751 833 1,171

1 Less than one-half million dollars.

e x t e n s i v e  f i n a n c i a l  a i d  t o  d e f e n s e  i n d u s t r i e s  t h r o u g h  G o v e r n m e n t  

l o a n s ,  g u a r a n t e e s  o f  p r i v a t e  l o a n s ,  a n d  c o n t r a c t s  t o  p u r c h a s e  r a w  

m a t e r i a l s  a n d  e q u i p m e n t .  T h r o u g h  a l l o c a t i o n s ,  s c a r c e  m a t e r i a l s  a r e
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channeled to essential users. Controls over prices, wages, and rents, 
as well as selective credit controls, are necessary for economic stabiliza
tion. Unfortunately the act is not strong enough to insure that we 
can hold the line on prices. I therefore urge that the act be improved 
as well as extended beyond the present expiration date of June 30,
1952.

Net expenditures for finance, commerce, and industry during the 
fiscal year 1953 are estimated at 833 million dollars, compared to 751 
million dollars in 1952 and 176 million dollars in 1951. The sharp 
increase since 1951 has been due entirely to the expansion of programs 
promoting defense production and economic stabilization. The pro
posed extension of the Defense Production Act accounts for all except 
40 million dollars of the new obligational authority of 1,171 million 
dollars recommended for 1953.

Expansion oj production.— The expansion of defense production is 
primarily the job of private enterprise. The Government’s responsi
bility is to guide and assist the expansion wherever necessary.

Under the general supervision of the Director of Defense Mobiliza
tion and the Defense Production Administrator, Federal agencies with 
defense responsibilities are using the authority of the Defense Pro
duction Act and related legislation to give broad financial aid to 
defense industries. Nine Government agencies engaged in defense 
procurement have guaranteed about 1.5 billion dollars in loans by 
private banks to meet working capital requirements of defense con
tractors and subcontractors.

Substantial progress also has been made in expanding defense pro
duction by loans, commitments to purchase, and purchases of equip
ment and materials under the borrowing authority of 2.1 billion 
dollars granted in the Defense Production Act. The Defense Mate
rials Procurement Agency has already been authorized to make 
600 million dollars in purchases and purchase commitments for 
rubber, magnesium, copper, aluminum, manganese, and other critical 
materials, and 260 million dollars in advances and purchases to finance 
the expanded production of urgently needed machine tools. Under 
the same authority the Department of Agriculture is financing ex
pansions in supply of a few key agricultural products, and the De
partment of the Interior is making advances for exploration and devel
opment of domestic mineral resources.

The Reconstruction Finance Corporation has been authorized to 
use 275 million dollars from the same borrowing authority for loans, 
mainly to expand facilities for production of machine tools, copper, 
aluminum, and steel. These loans are in addition to the substantial
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volume of loans for defense purposes made by the Corporation under 
its regular authority. Similar loans in foreign areas will be made by 
the Export-import Bank.

Using these and other means, we are making great strides toward 
achieving increased economic strength. By the end of the fiscal year
1953, we will have steel ingot capacity of about 119 million tons com
pared to 109 million tons at present and 100 million tons 18 months 
ago. Programs already underway will enable us to nearly double 1950 
primary aluminum production by the end of 1953, and further in
creases in capacity are being planned. Production of machine tools is 
making good progress. Magnesium production will soon be more than 
seven times the pre-Korean level. Increases in supplies of other 
critical raw materials such as manganese, tungsten, and molybdenum 
are also assured over the next few years. At the same time, we are 
helping friendly nations to expand their productive capacity. These 
efforts will continue until our total supplies are adequate to meet both 
military and civilian requirements.

The immediate effect on the Budget and the ultimate net cost to the 
Government of all these programs will be small compared to the size 
of the transactions and their contribution to the security effort. 
Most of the loan guarantees will not require any net expenditures, 
since premiums paid are expected to cover all expenses and losses.

According to present plans, the existing borrowing authority in the 
Defense Production Act will be fully obligated by the end of the fiscal 
year 1952. I therefore expect to recommend that the borrowing 
authority be increased by 900 million dollars to permit the financial 
assistance necessary primarily for long-range development of new 
sources of strategic raw materials. This will involve additional net 
expenditures of 285 million dollars in the fiscal year 1953.

Allocation of resources.— Defense production is absorbing a steadily 
increasing share of the Nation’s resources. For some time, defense 
needs and normal civilian demand for some materials and products 
have been greater than the supply. Under the general supervision of 
the Defense Production Administration, the National Production 
Authority in the Department of Commerce has established allocations 
and other controls over the use of these items in order to increase our 
defense production quickly and efficiently. The Controlled Materials 
Plan has been a valuable aid in shifting steel, aluminum, and copper 
to the uses which best promote the security effort. The needs of 
defense and other essential users are assured preference through a 
priorities system. The burden on small business has been minimized 
through exemptions for small orders, self-certification procedures, and
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speedier processing. Exports also are being channeled by the Depart
ment of Commerce to meet the most essential requirements of friendly 
nations.

These controls are necessary to make sure that defense programs 
and essential civilian activities will receive necessary equipment and 
materials and that other users get their fair share of any remaining 
supply.

Small business.— The security effort has necessarily disturbed the 
normal peacetime patterns of business activity. The problem of ad
justment has been especially serious for many small businesses. The 
newly established Small Defense Plants Administration, the Depart
ment of Commerce, and other agencies are helping small business make 
this adjustment. Major attention is being given to increasing the 
opportunities of small business to participate in defense production, as 
either prime contractors or subcontractors, and to obtain a fair allo
cation of materials. Where other public and private credit facilities 
prove inadequate, the Reconstruction Finance Corporation will make 
loans upon the recommendation of the Small Defense Plants Adminis
tration. The agency is also planning to help groups of small businesses 
organize production pools to handle larger defense contracts. Finally, 
where necessary to assure adequate participation by small business, the 
Small Defense Plants Administration will itself take prime defense con
tracts, subcontracting the work to small plants. Appropriations 
required for the revolving fund to finance these contracting and sub
contracting operations account for 25 of the 28 million dollars in 
appropriations recommended for the agency under proposed legisla
tion in the fiscal year 1953.

Price, wage, and rent controls.— As military production increases, in
flationary pressures also increase. This is so because military produc
tion adds to private incomes while decreasing the supply of goods 
which consumers can buy.

Increased taxes, coupled with price, wage, rent, and credit controls, 
together with voluntary restraints by consumers, business, and labor, 
have prevented a sharp rise in prices during the past year. The 
increase in inflationary pressures expected during the coming fiscal 
year, however, will require not only higher taxes, increased restraints 
on credit, and voluntary saving to absorb excess purchasing power, 
but also more effective direct controls. If the price-control program 
is to be both effective and fair, the staff of the Office of Price Stabiliza
tion must be strengthened. The agency has now reached a crucial 
stage in the development of its price-control program, the establish
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ment of regulations specifically designed for individual commodities, 
industries, and geographical areas— including definite dollars-and- 
cents ceilings wherever possible. The administration of these regu
lations during the period of increasing pressure on prices requires 
a larger staff able to handle complaints and applications for price 
adjustments promptly, and to assist businessmen in complying with 
the regulations.

The Wage Stabilization Board and Salary Stabilization Board 
have established their major policy regulations. Both Boards must 
expand their present staffs to enforce these regulations and to handle 
the increasing backlog of cases. Ineffective enforcement would give 
violators an unfair advantage in recruiting employees, and thus hurt 
both the defense effort and economic stabilization.

The influx of military personnel and defense workers into key 
defense areas has caused a sharp increase in the demand for rental 
housing. To meet the danger of excessive rent increases, the Director 
of Defense Mobilization and the Secretary of Defense have already 
authorized the imposition of rent controls in about 100 areas. In 
each case, special aids— discussed under Housing and Community 
Development— are also being provided to enc6urage rapid expansion 
in the supply of rental housing. The Office of Rent Stabilization is 
now administering rent controls in these and other areas covering 
about 6.8 million rental units. It is estimated that by the end of the 
fiscal year 1953, tenants in 10 million rental units will be protected 
by Federal rent control.

In the fiscal year 1953, under the proposed extension of the Defense 
Production Act, the Economic Stabilization Agency will require new 
obligational authority of 150 million dollars for administration of 
price, wage, and rent controls. Total expenditures are estimated at 
149 million dollars, 37 million dollars more than estimated for the 
fiscal year 1952. This additional amount will be required largely to 
keep the agency— particularly the Office of Price Stabilization— at the 
level of operations which it should reach by the end of this fiscal year.

Business loans and guarantees.— At the same time that we are mak
ing certain that credit is not a bottleneck in the defense effort, we are 
curtailing nondefense loans. The Reconstruction Finance Corpora
tion is making only those loans which assist military or essential 
civilian production. New commitments— including loans recom
mended by the Small Defense Plants Administration— are estimated 
at 166 million dollars in the fiscal year 1952 and 260 million dollars 
in 1953, compared to 285 million dollars in 1951. Increased collec
tions on outstanding loans are a major reason for the anticipated de
cline in net expenditures.
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TRANSPORTATION AND COMMUNICATION

Efficient transportation and communication services are critical 
factors in an economy mobilizing for defense. Current economic 
activity has already created traffic loads which in total exceed any 
peacetime peak levels. Further traffic increases are in prospect as 
defense production continues to expand.

T R A N S P O R T A T IO N  A N D  C O M M U N IC A T IO N

[Fiscal years. In millions]

Net expenditures or net receipts (—) Recommended 
new obliga

tional authority 
for 1953

Program or agency
1951

actual
1952

estimated
1953

estimated

Promotion of merchant marine:
Maritime Administration_____ _________  ___ $101 $287 $164 $72
Inland Waterways Corporation_______________ 1

Provision of navigation aids and facilities:
Coast Guard_ _ ________  ___________ _________ 162 230 239 239
Corps of Engineers_____________ _____ ___ 121 118 100 115

3Panama Canal Company___________________  . 18 10 9
Promotion of aviation (Civil Aeronautics Adminis

tration)_________  ____ ________  - _____ 160 181 166 143
Provision of highways:

Bureau of Public Roads:
Present programs_________ _______ ______ 430 454 459 12
Extension of Federal-aid and forest high

way programs (proposed legislation) 417
Alaska roads and other. ___________________ 26 26 21 20

669
Postal service (deficit):

Present programs__ _________________________ 626 814 669
Postal rate increase (proposed legislation)_____ —225 —225

Regulation of transportation:
Interstate Commerce Commission. _________
Civil Aeronautics Board_______ _________ ____

11
3

11
4

12
4

12
4

Defense Transport Administration:
Present programs_____ _ _ _______ 1 2
Extension of Defense Production Act (pro

posed legislation)_________________  ___ 3 3
Other services to transportation:

Reconstruction Finance Corporation__________ —8 - 5 —13
Coast and Geodetic Survey___________________ 12 12 12 13
Alaska Railroad _________________________ 16 12 15 16
Treasury Department________________________ -1 -1 1 0 )

8Regulation of communication______  _____________ 7 7 8

Total _________ ___________________________ 1,685 2,153 1,643 1,521

1 Less than one-half million dollars.

The Federal Government is assisting the transportation and com
munication industries to adjust their operations to these expanding 
needs. In addition, the Government has temporarily undertaken new 
activities to meet abnormal requirements arising out of the defense 
emergency. Among these are the port protection activities of the 
Coast Guard, the direct operation of merchant vessels by the National
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Shipping Authority, and the transportation controls of the Defense 
Transport Administration and other agencies.

Net expenditures for transportation and communication will be 
reduced from 2.2 billion dollars in the present fiscal year to 1.6 billion 
dollars in 1953, assuming enactment of the further increases in postal 
rates which I am recommending.

Merchant marine.— The primary objective of our merchant marine 
policy is to assure an active nucleus of trained maritime labor and 
management, which can serve as the foundation for the expansion 
of shipping operations in the event of full mobilization. To achieve 
this objective, the Government provides operating and construction 
subsidies for shipping services on essential trade routes. Abnormal 
requirements arising from the present emergency are being met 
through temporary new programs rather than by adding to our 
permanent subsidy legislation.

One such emergency program is the construction of modern cargo 
ships, capable of operating at high speeds for greater safety from 
possible submarine attack. The Maritime Administration in the 
Department of Commerce is now building 35 such vessels and may 
have to undertake additional construction in future years. Expendi
tures for this new program, which were less than 1 million dollars in 
the fiscal year 1951, will increase to an estimated 134 million dollars 
in 1952 and 144 million dollars in 1953.

The present emergency has also made it necessary for the Govern
ment to undertake direct operation of merchant vessels in order to 
supplement privately owned shipping capacity. The National 
Shipping Authority, within the Maritime Administration, is operat
ing about 470 vessels reactivated from the reserve of war-built ships. 
This represents nearly one-fourth of our active merchant fleet. Through 
this program, the Government has relieved a world-wide shortage of 
dry cargo vessels and has helped to stabilize cargo rates at a reason
able level. The National Shipping Authority is now handling much 
of the abnormal traffic resulting from the Korean conflict, coal ship
ments to Europe, grain shipments to India, and other emergency 
needs. Revenues derived from these operations are expected to 
exceed expenditures by 99 million dollars in 1953. These net receipts 
into the Authority’s revolving fund will account for most of the 
decline in over-all maritime expenditures between 1952 and 1953.

The long-term development of a healthy, privately owned merchant 
marine is dependent upon the sound administration of the direct sub
sidy programs authorized by the Merchant Marine Act of 1936. The 
Federal Maritime Board now has under review the subsidy determina
tions for postwar years and is developing improved procedures for
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determining such subsidy rates in the future. As these determinations 
are brought up to date, operating subsidy expenditures will reflect 
substantial retroactive payments for past years, as well as a more 
complete coverage of current obligations. Expenditures for this pro
gram are estimated at 60 million dollars for the fiscal year 1952 and 
75 million dollars for 1953.

In addition to the direct subsidies for vessel operation and construc
tion, the Merchant Marine Act provides the shipping industry with 
substantial indirect aid in the form of special tax concessions. While 
I strongly favor all assistance necessary to maintain an adequate 
merchant marine, I again recommend to the Congress the immediate 
reduction of present unwarranted tax benefits for the shipping industry 
as an initial step toward the elimination of this hidden form of 
subsidy.

Whenever the Congress finds that public policy requires Govern
ment assistance in any field, it should provide that assistance directly 
through appropriations and not indirectly through preferential tax 
measures. Such tax provisions generally fail to distribute the assist
ance where it is most needed.and where it will produce the best results. 
Moreover, they provide concealed benefits which are exempt from 
the annual scrutiny the Congress normally gives appropriations. Be
cause they are concealed, these benefits are difficult to reduce or 
to eliminate when the need for them no longer exists.

For more than a quarter of a century, the Government has operated 
the Inland Waterways Corporation, primarily to promote the develop
ment of common carrier barge service on the Mississippi and Warrior 
Rivers and their tributaries. In establishing the Corporation, the 
Congress intended that it be sold to private operators after it had 
demonstrated the economic feasibility of full-scale common carrier 
operations. That possibility has never been demonstrated with suffi
cient certainty to encourage any substantial offer for these properties. 
The equipment has deteriorated seriously and will require rehabilita
tion if the Government is to continue these services. I recommend 
that the Congress consider promptly whether to relax the statutory 
conditions which now limit sale of the Corporation or whether to ap
propriate sufficient funds to permit the line to be rehabilitated.

Navigation aids and facilities.— The Coast Guard, which has 
important peacetime responsibilities for promoting marine safety 
and enforcing our maritime laws, must also be ready to provide 
direct assistance to the Navy in the event of war. To increase its 
state of readiness for any future emergency, the Coast Guard is 
increasing the crew complement of its vessels and of its shore sta
tions outside the continental limits. It is also expanding its reserve
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training program. These emergency measures, together with its 
new program for protecting the Nation’s ports against sabotage, 
will increase expenditures from 162 million dollars in the fiscal year 
1951 to an estimated 230 million dollars in 1952 and 239 million 
dollars in 1953.

River and harbor improvements by the Corps of Engineers will be 
held to a low level in 1953, in keeping with the over-all policy of 
restricting public works activity during the present emergency. Only 
one new navigation project is being recommended, and construction 
of existing projects will be curtailed. River and harbor navigation 
expenditures will decline from an estimated 118 million dollars in 
the fiscal year 1952 to 100 million dollars in 1953.

On July 1, 1951, the Panama Canal Company was established to 
permit integrated operation of the Canal and its supplementary com
mercial activities on a more businesslike basis. The Company is 
now reviewing the level of its commercial charges. Apart from 
necessary capital outlays, its operations will be placed on a self- 
sustaining basis in the fiscal year 1953.

Aviation.— Federal promotion of civil aviation has contributed to 
the spectacular growth of air transportation since the end of World 
War II. During the past six years, aircraft capacity operated by 
scheduled and nonscheduled airlines has expanded tenfold. This 
increased capacity, together with its supporting ground facilities, 
represents an important mobilization reserve— as demonstrated by 
the present participation of civil carriers in carrying military per
sonnel and supplies to Korea.

The Civil Aeronautics Administration in the Department of Com
merce operates navigation and landing aids, enforces safety regula
tions, provides financial assistance for local airport construction, and 
conducts various other programs aimed at increased safety and effi
ciency of aviation operations. Many of these facilities and services 
are essential for military as well as civil aircraft and have been 
developed with full attention to the needs of both groups.

The present emergency,, which has substantially increased air 
traffic, has correspondingly increased the normal workload for avia
tion programs. It has also required the inauguration of new activi
ties such as the identification and control of air traffic for purposes 
of air defense. Despite these increased responsibilities, expenditures 
for the fiscal year 1953 will be held below the level of 1952. This 
results largely from the limitation of airport grants and airway 
modernization to those projects which are most essential in this 
emergency period.
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In addition to basic facilities and services, the Federal Government 
also provides financial aid to the airlines for their commercial develop
ment. These subsidies, which are now merged with compensation for 
carrying mail, should be provided separately so that the Congress 
and the public may have a full opportunity to evaluate them. The 
Civil Aeronautics Board recently completed a study estimating the 
amount of subsidy contained in air-mail payments to domestic carriers 
and now has under way a similar study for international lines. 
Although these studies represent a significant step in the right 
direction, the full benefits of subsidy separation will be obtained only 
when the Board is able to make direct subsidy payments from funds 
appropriated for that specific purpose. I therefore recommend again 
that airline subsidies be completely separated from payments for carry
ing the mail. Any such separation should apply uniform standards 
to all carriers, international as well as domestic.

For the fiscal year 1951, the Civil Aeronautics Board has estimated 
that the subsidies to domestic airlines alone amounted to nearly 35 
million dollars, or 56 percent of the total mail payments received by 
those lines. In view of the increased profitability of airline operations, 
the Board is taking immediate steps to reduce or eliminate subsidies 
wherever possible. The airline industry as a whole has now reached 
a stage of development where it needs less Government support than 
in former years, and this subsidy should be curtailed. As an impor
tant further step in the direction of financial independence, the 
industry should begin in the near future to bear its fair share of the 
cost of federally provided facilities through a system of airway user 
charges.

Highways.— The Nation’s highways require major improvement if 
they are to handle adequately the steadily increasing levels of motor 
vehicle traffic. Under the Federal-aid highway program, the Bureau 
of Public Roads in the Department of Commerce provides grants-in- 
aid to assist State and local governments in the financing of needed 
highway construction. Partly as a result of the steel shortage, this 
program will remain below the authorized annual level of 500 million 
dollars, with expenditures estimated at 412 million dollars in the fiscal 
year 1952 and 400 million dollars in 1953. Within this program, 
special emphasis is being placed on the Interstate Highway System—  
a limited network of roads most essential to both civilian and defense 
highway traffic.

Federal-aid highway authorizations under existing legislation have 
been fully apportioned to the States, and this legislation should be 
extended in the present session of the Congress for an additional two-
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year period. Although a need clearly exists for a high level of road 
improvement, State and local governments must continue to assume 
the primary responsibility for financing such construction. Under 
present circumstances, the Federal Government should concentrate 
its highway aid on those projects of national interest which are most 
urgently needed for defense and essential civilian transportation. 
A new authorization of 400 million dollars annually— 100 million 
dollars below the present authorization— should enable the Govern
ment to discharge this responsibility.

Nearly 25 million dollars will be spent in the fiscal year 1953 for 
direct Federal construction of main highways through the national 
forests. I recommend that this program be extended for an addi
tional two years at an annual level of 17.5 million dollars, or 2.5 million 
dollars below the current authorization.

In addition to its continuing highway programs, the Bureau of 
Public Roads now has responsibility for constructing access roads to 
military installations, defense plants, and sources of strategic mate
rials. The authorization for this program was recently increased to 
45 million dollars, and expenditures are estimated at 8 million dollars 
in the fiscal year 1952 and 27 million dollars in 1953. Only roads of 
special defense urgency, which are not required for normal civilian 
traffic, will be constructed under this authorization.

Postal service.— I am seriously concerned about the excessive 
levels to which the postal deficit has risen in postwar years. For 
the fiscal years 1946 through 1952, the cumulative postal deficit 
will exceed 3 billion dollars. This huge loss reflects the failure of 
postal rates to keep pace with the substantial postwar increases in 
salaries, transportation charges, and other operating costs. Postal 
rates were raised during the first session of the present Congress, and 
most of the new rates will take effect by the beginning of the fiscal 
year 1953. However, these increases— insufficient even in relation to 
the costs existing at the time of their enactment— were more than 
offset by salary increases which were concurrently enacted. They 
have since been made even more inadequate by railroad rate increases 
recently authorized by the Interstate Commerce Commission.

The Postmaster General is continuing his program of mechanizing 
operations and is taking other steps to improve the efficiency of the 
postal service. The Department is modernizing its motor vehicle 
service. It has instituted an improved money-order system, revised 
its accounting procedures, and made other improvements in the man
agement of its affairs. The average output of postal employees per 
man-hour has increased by more than 10 percent since 1945. To

950000—52------iv
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further improve efficiency, I again recommend early enactment, 
with certain amendments, of the Post Office Department reorganiza
tion bill. This legislation would permit appointment of postmasters 
by the Postmaster General under the classified civil service and 
would otherwise strengthen the administration of the postal opera
tion. However, the maximum potential improvements in efficiency 
cannot in themselves result in any major reduction of the postal 
deficit. The only effective means of reducing the deficit to a reason
able level is through a substantial increase in postal rates.

On the basis of postal rates now enacted, the postal deficit for the 
fiscal year 1953 would be nearly 670 million dollars. With the 
exception of first-class mail, all postal services will be operated at a 
loss in 1953. According to preliminary estimates of the Post Office 
Department, the loss on second-class mail alone will amount to 
roughly 250 million dollars. The newspapers and magazines which use 
this class of mail now benefit from rates which cover only a small 
fraction of cost, thus receiving a large and unjustified subsidy. 
Another major subsidy goes to those who distribute advertising cir
culars and other material through third-class mail, on which the loss 
in 1953 is estimated at about 150 million dollars. Parcel post and 
foreign mail will sustain losses estimated at approximately 125 million 
dollars and 75 million dollars, respectively.

In the interest of sound fiscal and postal policy, the heavy losses 
experienced on these various classes of mail should be immediately 
reduced and eventually eliminated. The postal deficit as a whole 
should be reduced to a level representing the cost of Government mail, 
other services to Federal agencies, and similar items which are properly 
chargeable to general tax revenues. To achieve this objective, addi
tional revenue of about 500 million dollars annually must be raised 
through increased postal rates. I recommend that a major part of this 
increase be authorized during the present session of the Congress and 
that the balance be provided one year later so as to permit a reason
able transition to the new rates. Specifically, I recommend immediate 
rate increases adequate to yield 300 million dollars on an annual basis. 
Part of this increase can be effected by administrative action of the 
Postmaster General and will not require action by the Congress. 
This Budget assumes that the new rates will become effective for only 
part of the fiscal year 1953 and that additional revenue actually 
received in that year will amount to 225 million dollars. The Post
master General will shortly present specific rate proposals designed to 
carry out this recommendation, and I most strongly urge prompt and 
favorable action by the Congress.
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NATURAL RESOURCES

Natural resources are strategic assets in our effort to build the 
military strength necessary to discourage aggressors. But we must 
look beyond the short term and provide for continued expansion of 
our economy. This requires an adequate supply of basic resources—  
minerals, fuels, water, power, agricultural and forest products. Such 
a supply can no longer be taken for granted. If we are to continue to

N A T U R A L  R E SO U R C E S

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1953

Program or agency
1951

actual
1952

estimated
1953

estimated

Atomic energy (Atomic Energy Commission) $897 $1, 725 $1, 775 $1, 255
Defense production activities:

Department of the Interior:
Present programs . _______ 2 6

5

562

Proposed legislation______  ______  _. _
Land and water resources:

Corps of Engineers:
Flood control and multiple-purpose proj

ects-____________________________________ 491 503

5

547
St. Lawrence project (proposed legislation). 

Department of the Interior:
Bureau of Reclamation:

Present programs_____________________ 295 276

15

257

20

228
Hells Canyon power project (proposed

legislation)___  __ ________  __ _ _
Power transmission (Bonneville, South

eastern, and Southwestern Power Admin
istrations)---------------------  ----------------------- 44 62

6

71

8

83
Indian land resources_____________________ 27 36 48 57
Bureau of Land Management and other... . 7 12 13 12

Tennessee Valley Authority (net)-------------------- 72 190 200 200
International Boundary and Water Commis

sion, United States and Mexico ____________ 6 12 15 16
Federal Power Commission___________________ 4 4 5 5

Forest resources:
Forest Service and other Agriculture.. _ ______ 79 96 97 98
Payments to counties from land grant funds.— - 2 7 7 7

Mineral resources:
Department of the Interior:

Bureau of Mines and other_____ . ______ 19 22 22 21
Payments to States, Mineral Leasing Act_. 17 15 18 18

Department of Defense:
Naval petroleum reserves----------  -------------- 15 19 21 22

Fish and wildlife resources (Fish and Wildlife 
Service and other)______________________________ 26 37 39 31

Recreational use of resources (National Park 
Service)----------- ------------------ ---------------------- ---------- 30 38 33 32

General resource surveys (Geological Survey)....... 18 22 28 29

T otal...____________________________________ 2,051 3,082 3,237 2,694

i Less than one-half million dollars.
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strengthen our Nation, we must improve our use and conservation of 
existing resources and increase our efforts to find and develop new ones.

My 1953 Budget recommendations represent a balanced approach 
to both the national emergency needs and the long-term objectives. 
They continue our policy of postponing many desirable long-range 
projects in order to place greater emphasis on meeting current defense 
requirements. But they provide for those long-range developments 
which cannot be postponed without serious harm to our economy.

Expenditures for the development of natural resources in the fiscal 
year 1953 are estimated at 3.2 billion dollars, compared to 3.1 billion 
dollars in the current fiscal year. More than half of the 1952 and 1953 
expenditures, and most of the billion-dollar increase in expenditures 
since 1951, will be for our expanding atomic energy program. Expend
itures for flood control and irrigation and for multiple-purpose river 
basin development, including hydroelectric energy, account for most 
of the remainder of the total.

Atomic energy.— Although the past year has brought considerable 
progress in the industrial and other peacetime applications of atomic 
energy— including more widespread participation by private industry—  
the principal emphasis of this program continues of necessity to be 
placed on the national security. The major program initiated in 
October 1950 for expanding the productive capacity of our atomic 
energy plants is well under way, and major production facilities now 
under construction will begin to contribute to output in the fiscal year 
1953. This program is under constant study in order to make the 
adjustments necessary to continue our leadership in this field.

Funds recommended for the Atomic Energy Commission include 
increased amounts for the procurement of uranium ores and concen
trates, the production of fissionable materials and atomic weapons, 
and the development of improved and more effective weapons. The 
several tests of atomic weapons and devices carried out during the 
past 12 months demonstrate the effectiveness of recent research. 
Increases are also provided for an expanded effort to develop improved 
nuclear reactors for the production of fissionable material as well as 
reactors for the propulsion of submarines and aircraft. The develop
ment of propulsion reactors complements other studies under way in 
contributing to the ultimate goal of economical production of elec
tricity for civilian use. The Commission will also continue its vigorous 
programs in basic and applied research in the physical sciences and in 
biology and medicine.

Land and water resources.— Pre-Korea plans for development of our 
land and water resources have been modified to reflect the urgent needs
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of the defense emergency. The few new starts recommended since 
the attack on Korea have been restricted to urgently needed projects, 
principally those providing power benefits.

Many river basin development projects for flood control, navigation, 
or irrigation provide hydroelectric power which is not only a valuable 
asset to the civilian economy but is of utmost importance to defense 
production. This Budget contains funds to make it possible for 
power features of these multiple-purpose projects to go forward 
according to schedule. Funds provided for other projects already 
under construction will bring them to completion at an orderly and 
economical construction rate, or to a point where they can be stopped 
without losing benefits already gained or impairing the value of invest
ments already made.

Many desirable projects have been retarded or suspended since the 
beginning of the Korean emergency. For example, the Budget which 
I transmitted to you two years ago included funds for 122 general 
flood-control projects. After the attack on Korea, the number was 
reduced to 102. The 1953 Budget recommends funds for 64 general 
flood-control projects, 60 of which were initiated in previous years. 
Some of the projects for which funds were recommended two years 
ago have been completed, but many of them have been suspended. 
Seventeen of the 64 projects in this Budget will be completed or 
virtually completed with the funds recommended for 1953. Thus 
the scope of this program has been reduced substantially since the 
Korean emergency. This is also true of the reclamation program. 
As a result of these actions, combined expenditures for flood control, 
irrigation, and multiple-purpose projects now under construction by 
the Corps of Engineers and the Bureau of Reclamation will be held 
to about the fiscal year 1952 level, despite the fact that expenditures 
on some large projects with power features will increase substantially.

Only a limited number of new starts for these programs are recom
mended in this Budget. They are restricted to urgently needed 
power projects in critical shortage areas, flood-control projects in the 
Kansas-Missouri area, and emergency rehabilitation work which 
cannot be deferred.

The Kansas-Missouri area during the past summer suffered one of 
the worst flood disasters in the history of our country. This Budget 
includes 21 million dollars for starting construction on Tuttle Creek 
and Glen Elder Dams, both in Kansas, and for flood protection work 
at Topeka, Kansas, and Cape Girardeau, Missouri. Furthermore, 
by Executive order I have established a Missouri Basin Survey Com
mission to review the many different kinds of problems that exist in 
the large area of the basin and to advise the country as to the best
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way to proceed to achieve an orderly, businesslike development of the 
resources of the basin resulting in the greatest benefits for all the 
people of the basin and the Nation.

The accelerating pace of defense production, coupled with the 
anticipated expansion in civilian needs, is placing a growing demand 
on our power-producing facilities. Of the 735 million dollars of 
expenditures for projects under way by the Corps of Engineers and 
the Bureau of Reclamation in 1953, about 390 million dollars—or 
over 50 percent—will be spent on multiple-purpose projects providing 
power benefits. In order to further expand our power potential, four 
new river development projects are recommended for initiation in 
fiscal year 1953. These are the St. Lawrence project, Hells Canyon 
power project and Ice Harbor Lock and Dam on the Snake River, 
and the Hartwell Reservoir in South. Carolina.

If there has ever been a water resource project with great strategic 
benefits, it is the St. Lawrence development. The large hydro
electric power potential alone offers ample justification for under
taking this project without further delay. But the emerging iron 
ore problem makes it a strategic necessity. Beyond one end of the 
waterway are the large steel-producing centers and the declining 
high-grade iron ore deposits of the United States. Beyond the other 
end are the large new discoveries of high-grade ore in Canada. In 
view of the importance of this project, the Government of Canada 
has recently announced that it is prepared to proceed independently 
with its construction, rather than wait indefinitely for United States 
participation. I have already indicated my intention to support such 
action by Canada, if that is the only way to obtain immediate con
struction of this project. However, if Canada built the waterway, 
she would, of course, control its operation. I feel strongly that our 
Nation’s interest in the development of this resource on the basis 
which I have recommended is so vital that we should join as a full 
partner in its construction and operation.

The Ice Harbor and Hartwell projects are authorized, but the 
St. Lawrence development and Hells Canyon power project require 
authorization by the Congress. I again urge the Congress to author
ize these two projects without delay. The 37 million dollars recom
mended for the four projects would permit the starting of construction 
on these important developments.

I also recommend 63 million dollars to begin installation of 11 
additional steam-electric and hydroelectric generation units in the 
power system of the Tennessee Valley Authority. The additions are 
needed not only to meet the steady growth in the power needs of the 
area but also for the large increase in the requirements for the atomic 
energy facilities in this area.
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These new projects and units will provide ultimate capacity of 3.5 
million kilowatts. This capacity, together with the 8.3 million kilo
watts presently installed in Federal projects and the 10.3 million 
kilowatts to be installed ultimately in projects under way, will make a 
substantial addition to our power supply.

Funds recommended for the fiscal year 1953 for the Bonneville, 
Southwestern, and Southeastern Power Administrations, Bureau of 
Reclamation, and Tennessee Valley Authority will provide properly 
scheduled facilities to transmit available power to load centers.

I am also including funds in this Budget to continue planning the 
urgently needed redevelopment of Niagara power facilities made pos
sible by the treaty with Canada. In addition, I recommend the en
actment of legislation to permit construction of facilities that would 
enable us to realize the full power potential of the Niagara site.

In order to make it possible to meet defense power requirements 
in the Pacific Northwest, I also recommend legislation to authorize 
the construction, operation and maintenance of fuel-fired electric- 
generating plants. Such plants would provide an early increase in 
capacity and would make more effective existing hydroelectric 
facilities.

Because of the large increases in costs that have been experienced 
on some projects I have asked the Director of the Bureau of the 
Budget to prepare for the consideration of the Congress, appropriation 
language which would require further congressional approval before 
work could go forward where the total cost of the authorized improve
ment has increased by more than 10 percent above the last estimate 
approved by the Congress, after allowance for changes in construction 
cost levels. This will permit a reappraisal to be made to determine 
whether we would be justified in proceeding with the work.

The Water Resources Policy Commission has submitted to me a 
comprehensive report and recommendations on Federal responsibility 
for and participation in the development, utilization, and conservation 
of our water resources and related land-use activities. The recom
mendations of the Commission have been under intensive study 
during the past year by representatives of the Executive Office and 
interested agencies. The Commission’s report and this study indicate 
the need for improved means for comprehensive planning and co
ordination in the development of these resources, including wider 
State and local participation, as well as for broadening the scope of 
some programs. Legislative recommendations for better development 
of the Nation’s water resources and related land-use activities are 
now being prepared.
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Mineral resources.— To meet our immediate defense objectives, 
programs in the field of mineral resources are aimed at assuring this 
Nation and the free world adequate supplies of metals, minerals, and 
fuels at reasonable prices. To this end, the Defense Materials Procure
ment Agency has been established with central responsibility for pro
curement and development operations for the current mobilization 
effort.

The Bureau of Mines and the Geological Survey appraise known 
sources and make surveys for new sources of critically needed mate
rials— such as uranium, nickel, cobalt, tungsten, copper, and lead—  
and conduct research aimed at improving mining practices and meth
ods of extracting minerals, recovery of secondary metals, and increased 
efficiency in the use of substitutes. Research and operation of pilot 
and demonstration plants for production of synthetic liquid fuels from 
oil shale and coal will be continued.

National forests and public lands.— Programs of the Forest Service 
and the Bureau of Land Management provide for the management, 
development, and increasing use of the valuable timber, range, and 
mineral resources of our national forests and public lands.

The small increases over fiscal year 1952 will permit some expansion 
in timber sales activities, thus adding to the supply of forest products 
which are needed for defense activities.

Developmental programs jor the Indians.— Most of our Indian citizens 
live on and make their living from the 56 million acres of land held 
in trust for them by the United States. Much of this land is in need 
of further development work, but even after development the lands 
will support, at an adequate American standard of living, only about 
half of the Indian population.

The goal of Federal Indian policy is to equip the Indians to take 
their place as independent, self-supporting citizens of this Nation. 
To do this job properly will require a substantial investment of Federal 
funds and time enough to complete the task on an orderly basis. For 
the fiscal year 1953 I am recommending new obligational authority of 
57 million dollars for Indian land resources. This will provide for 
acceleration of soil-conservation work and further development of 
urgently needed water supplies and timber and range resources, as well 
as additional roads and other construction needed to carry out the 
various developmental programs for the Indians.

To insure effective use of their lands, the Indians are in need of 
credit facilities. I recommend legislation to augment the loan fund 
previously authorized in an amount sufficient to meet demands for 
credit over the next 5 or 10 years.
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AGRICULTURE AND AGRICULTURAL RESOURCES

To meet increased military and civilian requirements, farm produc
tion was expanded in the 1951 crop year and should continue to in
crease in 1952.

Despite floods and droughts, farmers achieved a total production in 
1951 as high as that in any previous year. In 1952, with present 
production goals, farmers will be aiming at a new record, 6 percent 
above 1951 and 50 percent above the 1935-39 average. These goals 
represent the maximum practicable increase in the production of corn 
and other feed grains which are necessary for meeting the increasing 
demand for meat, poultry, and dairy products. Cotton production 
will be continued at a high level, and the goal for wheat is materially 
above the 1951 production when 16 million acres of winter wheat were 
ruined by unfavorable weather.

Recommendations for agricultural programs in this Budget recog
nize the desirability of expanding farm production and maintaining 
the capacity of the Nation’s farms to produce foods and fibers in 
abundance.

AGRICULTURE AND AGRICULTURAL RESOURCES 
[Fiscal years. In millions}

Net expenditures or net receipts (—) Recommended 
new obliga

tional authority 
for 1953

Program or agency
1951

actual
1952

estimated
1953

estimated

Stabilization of farm prices and farm income:
Price support, supply, and purchase programs.. -$781 $70 $240 $120
Removal of surplus agricultural commodities.. _ 46 55 50 181
International Wheat Agreement----------------------- 180 183 188 182
Sugar Act_____________________________________ 69 70 70 70
Federal crop insurance____________ _____ _____ 4 6 4 9
Agricultural production programs_____________ 21 10 15 15

Financing farm ownership and operation:
Farm Credit Administration and agencies_____ 185 51 35 23
Farmers’ Home Administration-------------- --------- 156 165 162 162
Disaster loans._ __ _ . __ _____  _______ —1 29 11

Financing rural electrification and rural tele
phones -------------------------------------------------- ------- - 276 250 223 83

Agricultural land and water resources:
Agricultural conservation program (Produc

tion and Marketing Administration)_____ __ 284 302 261 257
Soil Conservation Service, flood control, and

other_______________________________________ 62 68 68 69
Research and other agricultural services:

Present programs__________  -------------------- 149 149 147 152
Extension of Defense Production Act (pro

posed legislation) __ _________________________ 4 4

Total_______________ _____________________ 650 1,408 1,478 1,327
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Total expenditures for agriculture and agricultural resources are 
estimated at 1.5 billion dollars in the fiscal year 1953. This compares 
with 2.8 billion dollars in 1950, 650 million dollars in 1951, and an 
estimated 1.4 billion dollars in 1952. Most of the fluctuation in 
expenditures is in the agricultural price support program.

Stabilization of farm prices and farm income.— Programs designed 
largely to aid in supporting farm prices and farm income include the 
agricultural price support program, the permanent appropriation for 
removal of surplus agricultural commodities, the International Wheat 
Agreement, and payments to farmers under the Sugar Act. These 
programs are all required under basic legislation. Expenditures de
pend more on crop conditions and world economic conditions than 
on current Budget authorizations.

The price support program is being used to encourage farm pro
duction by keeping support prices on cotton, corn, wheat, soybeans, 
milk, wool, and certain other commodities at maximum levels of 90 
percent of parity. This level of support should help to give farmers 
the economic incentive necessary to maintain high production. In 
the crop year 1952, with present production goals, we should be able 
to reverse the downward trend in carry-over stocks of cotton, wheat, 
and corn and begin to build up reserves to meet possible crop short
ages in future years. If production is not reduced by poor growing 
conditions, some of the increased carry-over— principally cotton and 
wheat— will come into Commodity Credit Corporation inventories, 
and its acquisition will result in a net Budget expenditure in the fiscal 
year 1953. The Corporation had large net receipts in 1951, and ex
penditures are estimated to be lower in 1952 than in 1953 because of 
the liquidation of inventories acquired in 1949 and 1950.

The permanent appropriation for removal of surplus agricultural 
commodities was established in 1935 at a time when the Nation was 
in the midst of a depression and farmers were faced with burdensome 
surpluses. Under present economic conditions only a fraction of the 
funds available will be needed. In the fiscal year 1953 the funds 
available will include the carry-over of 176 million dollars from prior 
years plus 181 million dollars of new authorization. Expenditures 
under this program, however, are estimated to be 50 million dollars 
in 1953.

Expenditures under the International Wheat Agreement have risen 
to a higher level than was anticipated at the time the agreement was 
negotiated. Although we expected a downward trend in world wheat 
prices after World War II, the Korean crisis and the increased demand 
for wheat have caused increased prices since 1950. The Agreement,
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which expires July 31, 1953, guarantees the export each year of a 
certain quantity of wheat at the maximum price of $1.80 per bushel. 
The loss arising from the difference between this export price and the 
higher domestic price of wheat is met initially from Commodity Credit 
Corporation funds, with reimbursement later from appropriated funds. 
The cost of the wheat agreement has risen from 76 million dollars in 
the fiscal year 1950 to 180 million dollars in 1951 and is estimated to 
increase somewhat in 1952 and 1953.

Financing farm ownership and operation.— All credit agencies of the 
Department of Agriculture are maintaining a careful review of loan 
policies to emphasize credit needed for defense requirements and to 
keep them consistent with the voluntary credit restraints followed by 
private lenders.

Expenditures of the Farm Credit Administration are estimated to 
decline from 185 million dollars in the fiscal year 1951 to 51 million 
dollars in the current fiscal year and 35 million dollars in 1953.

The loan programs of the Farmers’ Home Administration aid low- 
income farm families unable to obtain credit from other sources to 
expand production and to achieve efficient farming units. These, 
as well as many other programs of the Department of Agriculture, 
encourage the economic development of family-size farms and the 
better use of underemployed farm resources.

The unusually large net expenditure for disaster loans in 1952 
represents mainly loans made in the Kansas-Missouri flood area. Net 
expenditures for these loans are expected to decline in 1953.

Financing rural electrification and rural telephones.— The continuing 
shortage of critical materials has made it necessary to reduce alloca
tions of copper and aluminum for rural electrification. The decline 
in Rural Electrification Administration expenditures in the fiscal 
years 1952 and 1953 reflects the shortage of materials. In view of 
the estimated carry-over into the fiscal year 1953 of 118 million 
dollars of unused loan authorizations, I recommend that the new loan 
authorization for the fiscal year 1953 be reduced to 75 million dollars. 
This will permit continuance of new approved electrification and 
telephone loans at the 1952 level of 190 million dollars, materially 
less than the 260 million dollars of loans approved in 1951. In this 
way we can avoid building up excessive commitments for loan ex
penditures one, two, or three years in the future when we cannot now 
forecast the availability of scarce materials.

Following the pattern established by the Congress, I also recom
mend a contingency authorization of 50 million dollars for electrifi
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cation loans to be used if the Secretary of Agriculture certifies that 
such funds are necessary to provide a fair distribution among the 
States under the allocation formula, but still keeping within the 
over-all level of loans approved in the fiscal year 1952.

Conservation.— An increase in funds for the Soil Conservation 
Service in the fiscal year 1953 is required largely because of the 
increasing number of new soil-conservation districts established by 
farmers and the increased responsibilities for supervising permanent 
practices financed from the conservation payments program. With 
the growing demands on our soil resources, we cannot afford to relax 
our efforts in this direction. I also recommend that the advance 
authorization for the agricultural conservation payment program in 
the crop year 1953 be continued at 256.5 million dollars, the level 
authorized by the Congress for the 1952 crop year.

Research and other agricultural services.— The ability of the Nation’s 
farmers to meet the increasing demands for food and fiber products 
rests on the continued improvement of the technology of agriculture. 
My recommendations for research and other agricultural services, 
which hold these programs close to the fiscal year 1952 level, represent 
a desirable balance between the immediate needs of the security 
effort and the need to strengthen our economy for the years ahead.

LABOR

In order to help meet the manpower needs of defense production 
and essential civilian activities without jeopardizing existing labor 
standards, which are essential to. sustained high productivity, we 
are shifting the emphasis of Federal labor programs.

More effort is going into assisting employers in recruiting and 
training. Mediators are giving special attention to settling disputes 
in defense industries. Safety training programs are concentrating on 
the prevention of accidents in hazardous defense work. Statistics on 
prices, wages, and employment are being collected more promptly and 
in more detail so that Government and industry can have a better 
basis for decisions on contract placement and plant location, and on 
price and wage stabilization programs.

In the fiscal year 1953 expenditures for all activities included under 
labor will amount to 246 million dollars, 6 million dollars more than 
in the current year. The increases are in the placement and defense 
production activities of the Department of Labor and in operations of 
the Federal Mediation and Conciliation Service and the National 
Labor Relations Board. Three-fourths of the total expenditures for
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labor programs will be direct grants to the States for the administra
tion of placement services and unemployment compensation.

LABOR 

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1953

Program or agency
1951

actual
1952

estimated
1953

estimated

Placement and unemployment compensation ad
ministration:

Department of Labor____ ______ ____ ________ $183
6

$189
10

$192 $204
Railroad Retirement Board___________________ 11 11

Defense production activities:
Department of Labor:

Present programs - __ ___________________ 1 2 (0
3Proposed legislation_______________________ 3

Labor standards and training:
Department of Labor _____________________ 13 14 14 14
Mine safety (Department of the Interior)_____ 4 4 4 4

Labor relations____ _ _ _________________________ 12 13 14 15
Labor information, statistics, and general admin

istration________________________________________ 9 8 8 8

T o ta l................. ............ ................... ................ 228 240 246 259

i Less than one-half million dollars.

Placement and unemployment compensation administration.—Em
ployment service and unemployment insurance administration—  
which is almost all under State control but is entirely financed by the 
Federal Government— will reflect the continuing impact of defense 
production. More placements and fewer claims for unemployment 
benefits are expected on a national basis as total employment rises. 
Generally, employment conditions are very good. However, in some 
communities, such as Detroit, serious local increases in unemployment 
have developed. Efforts are being made to improve these local 
situations through the placement of defense work in these areas.

The employment services offer the best means for the orderly 
recruiting of workers for defense plants. As defense production con
tinues to expand, increasing manpower stringencies will place an even 
greater responsibility on the employment services. Special efforts are 
being made to reduce unnecessary migration and avoidable strains on 
housing and community facilities by recruiting all local workers, 
including women, older workers, members of minority groups, and the 
handicapped, before arranging for out-of-State recruitment. The 
public employment offices have the assistance of labor-management 
committees in helping communities with labor shortages to solve their 
manpower problems. These State activities will be administered by
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an estimated 40,800 employees— 1,200 fewer than this year. How
ever, expenditures will increase because of salary increases for State 
employees.

Shifts to defense employment have contributed to a serious farm- 
labor shortage. To help meet this shortage, a new program to recruit 
farm laborers from Mexico for work in the United States was started 
last fall under authority of legislation passed by the Congress and in 
accordance with a temporary agreement with the Mexican Govern
ment, which expires February 11. The United States has been 
operating five recruiting stations in the interior of Mexico and five 
reception centers in this country. Under this program, about 150,000 
workers have been brought into this country for work on farms when 
need has been demonstrated. Their employment has been under 
contracts which protect their rights and assure that American labor 
standards will not be undermined.

The United States and Mexico have agreed that both countries 
must take appropriate actions to prevent the trafficking in and em
ployment of aliens who cross the border from Mexico illegally if we 
are to preserve the labor standards of American workers and of legal 
Mexican entrants. On our part, this requires the tightening of our 
immigration law with respect to illegal entrants and increased appro
priations to the Immigration and Naturalization Service for more 
inspectors. I strongly urge prompt and favorable consideration of 
legislation for this purpose. A supplemental appropriation for opera
tion of the recruiting and reception centers will be necessary if the 
agreement is renegotiated.

Defense, production activities.— While we shall continue to rely on 
voluntary methods rather than Government controls in the field of 
manpower, the Federal Government must provide the assistance 
which is essential to help employers and communities in solving their 
labor-supply problems. Defense Production Act funds finance the 
Labor Department staff which directs the manpower work in the 
several Bureaus of the Department, and also pay for four special 
programs— helping employers plan training for new workers, assisting 
State safety inspectors to conduct accident-prevention campaigns in 
hazardous defense industries, recruiting workers from other States for 
jobs in areas with labor shortages, and providing employment infor
mation on additional labor market areas to enable Government 
agencies to consider labor-supply factors as they make procurement 
and materials allocation decisions.

Labor standards.— Sound labor standards must be maintained not 
only because of the human rights involved but also because they
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contribute directly to the high productivity essential in a defense 
emergency. For this reason, the Secretary of Labor has urged that 
such standards as those on hours of work and employment of women 
and young people be held except where they need to be temporarily 
relaxed to meet urgent production problems.

The recent coal mine explosion in West Frankfort, Illinois, is a 
tragic demonstration of the need for new legislation to give Federal 
safety inspectors power to enforce their recommendations. Under 
existing law, the Bureau of Mines has only the power of persuasion.

With the establishment of the Committee on Government Contract 
Compliance, the Executive Branch has acted, within the limits of its 
present powers, to see that discrimination because of race, sex, or 
color does not prevent workers from getting jobs which use their 
highest skills. Further progress toward this objective will require 
action by the Congress. I therefore renew my recommendation for 
legislation to establish a Fair Employment Practice Commission.

Some of the most serious labor standards problems arise from 
movement of workers from place to place to meet the manpower needs 
of agriculture. The Commission on Migratory Labor which I ap
pointed some time ago has recently recommended a series of actions 
by Federal, State, and local governments to overcome economic 
exploitation, poor housing and education, and other injustices en
countered by migrants and their families.

I intend to take administrative action to carry out many of the 
recommendations which concern the Federal Government. For ex
ample, the Department of Labor will increase its efforts to enforce 
the anti-child-labor provisions of the Fair Labor Standards Act. 
From time to time necessary legislation will be requested to carry out 
other recommendations. One of the first laws needed is to regulate 
private employment agencies operating across State lines. The 
Commission on Migratory Labor found that unscrupulous agencies 
and labor contractors disrupt the labor supply and exploit workers 
by charging excessive fees, referring workers to nonexistent jobs, and 
misrepresenting the nature of the work.

Labor information and statistics.— The Consumers Price Index, 
which is an important factor in collective bargaining contracts for 
several million workers and in wage stabilization for all workers, has 
been largely based on data concerning spending habits of 1934-36. 
Tremendous changes in the structure of the economy have taken place 
since then. Therefore, the Bureau of Labor Statistics is preparing 
an up-to-date index, based on a study of the spending habits in 1950 
of people in large and small cities. The improved index will be com

«
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piled on a trial basis for a number of months and will be first published 
for January 1953.

Unemployment trust fund.— Benefits for unemployment compensa
tion are financed by special payroll taxes on employers which are 
deposited in the unemployment trust fund. Neither the receipts nor 
the expenditures are included in the Budget totals. In the fiscal 
years 1952 and 1953, the tax receipts are expected to be lower than 
in 1951, because firms which have had low unemployment will pay 
lower taxes. Despite increases in unemployment in some areas, total 
unemployment, and expenditures for benefits, are expected to be 
somewhat lower in 1952 and 1953 than last year.

The local unemployment we are now experiencing illustrates the 
continuing need for a strong system of unemployment insurance. I 
hope the Congress will give consideration to a number of basic im
provements in the Federal-State system along the lines recommended 
in my message to the Congress of April 6, 1950.

UNEM PLOYM ENT TRUST FUND  

[Fiscal years. In millions]

Item 1951
actual

1952
estimated

1953
estimated

Receipts:
Deposits by States and railroad unemployment taxes___________ $1,378

164
$1,319 

182
$1,351 

208Interest_____________________________________________________________
Payments:

State and railroad withdrawals for benefits— __________________ -8 9 8 -8 5 6 -7 0 7

N et accumulation_______________________________________________ 644 645 852

Balance in fund at close of year___________________________________ 8,068 8,713 9,565

HOUSING AND COM MUNITY DEVELOPMENT

In the years immediately following World War II, we were begin
ning to make good progress on a comprehensive housing and com
munity development program. Federal insurance and guarantees of 
private mortgage loans, together with Federal mortgage purchases, 
were making it possible for millions of families to purchase better 
homes on reasonable terms. With these and other aids, the con
struction of homes reached an all-time peak of 1.4 million new units 
in 1950. To assist low-income families to obtain adequate housing, 
the Congress had authorized the construction of 135,000 low-rent 
public housing units a year for a six-year period. A broad program 
had been started to assist communities in eliminating slums with the 
aid of Federal loans and grants. Other activities were also well
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under way to improve the quality or reduce the cost of housing and 
to assist groups with special housing problems.

Since the attack on Korea, we have moved rapidly to adapt these 
programs to meet the immediate needs of expanded military and 
defense installations and to establish an adequate civil defense pro
gram. Total housing construction is being reduced to free materials 
and manpower for more essential uses and to help stabilize prices 
and wages in the construction industry. Under legislation enacted 
during the past year, the Federal Government is helping State and 
local governments to provide housing and community facilities in 
defense areas and is assisting them in civil defense preparations.

HOUSING AND COMMUNITY DEVELOPMENT  

[Fiscal years. In millions]

Net expenditures or net receipts (—) Recommended 
new obliga

tional authority 
for 1953

Program or agency
1951

actual
1952

estimated
1953

estimated

Defense housing and community facilities:
Housing and Home Finance Agency:

Present programs. ____ __________  ______ 0) $21 $61
Proposed legislation___ ______ ___________ 213 $325

Aids to private housing:
Housing and Home Finance Agency:

Federal National Mortgage Association____
Federal Housing Administration___________

$496 543 65
— 15 16 —7

Home Owners’ Loan Corporation__ ____ —80 0)
- 5Other. _________________  ____________ ______ —3 -2 3

Direct housing loans (Veterans Administra
tion) . _______ _______________ 58 88 —5

Farm housing (Department of Agriculture)____
Reconstruction Finance Corporation . .

26 
— 19

24 
— 16

21 
— 13

21

Public housing programs (Housing and Home 
Finance Agency and other)_______________________ 124 63 -9 4 48

Provision of community facilities__________ ______ 6 30 41 21
General housing aids:

Housing and Home Finance Agency:
Loans to educational institutions___________ 6 32
Alaska housing and other___________________ 7 11 6 6

Urban development and redevelopment (Housing 
and Home Finance Agency)__________ ___________ 2 9 25 350

Civil defense____  _ __________ _____ ____ ________ 0)

0)

44 339 600
Disaster insurance, loans, and relief:

Reconstruction Finance Corporation 30 3
Funds appropriated to President:

Disaster relief _ _________________ - _____ 17 13
Flood insurance program (proposed legisla

tion) _____________  _______________________ 1 50

Total................................................. ................. 602 881 678 1,421

i Less than one-half million dollars.

950000—52----- Y
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Almost a third of the new homes built in the fiscal year 1953 will be 
in areas serving military and defense installations. They will be 
rented or sold at prices which military personnel and defense workers 
can afford to pay. Necessary community facilities also will be built 
in these areas. Federal aid must be given where needed, but it will 
be held to a minimum. These steps are vital in helping to assure an 
adequate, stable supply of manpower for new or expanding defense 
plants as well as adequate civilian personnel for military installations.

Despite the importance of providing better housing for many of 
our people, housing starts in the fiscal year 1953 should be held to
850,000 or even less— depending upon the availability of mate
rials—because of the requirements of the defense program. This 
amount of construction, which must first supply housing in defense 
areas, will provide for no more than the maintenance of present hous
ing standards in other areas. All major Federal programs for housing 
and community development outside critical defense housing areas 
will be held substantially below the levels authorized by basic 
legislation.

In the fiscal year 1953, net expenditures for housing and community 
development are estimated at 678 million dollars, compared to the 881 
million dollars estimated for 1952. Expenditures for civil defense and 
for defense housing and community facilities will rise sharply, but net 
purchases of mortgages are expected to be almost half a billion dollars 
lower than in the current year, and substantial net receipts, instead 
of net expenditures, are expected in public housing programs.

Defense housing and community facilities.— Since enactment of new 
legislative authority last September, the Director of Defense Mobiliza
tion has certified about 140 areas as meeting the conditions prescribed 
in the statute for critical defense housing areas. Additional com
munities will be designated as the need is demonstrated. In the 
certified areas, the Federal Government will make special efforts to 
assure that adequate housing and community facilities are constructed 
to meet defense requirements. According to present estimates, 
roughly 400,000 new housing units should be built or placed under 
construction to meet needs in critical defense areas during the next 
18 months.

We are continuing to rely primarily on the initiative of private 
builders and local communities to provide the needed housing and 
facilities in these areas. A new and more liberal program of mortgage 
insurance, as well as special support from the Federal mortgage pur
chase program, is available to help builders obtain the necessary 
financing. In those areas where private builders are unable to provide
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enough housing of the type needed for defense workers and military 
personnel and at prices and rents they can afford to pay, the Federal 
Government will construct such housing directly.

Federal loans and grants are also available to assist local com
munities in critical defense housing areas in providing facilities and 
services essential to the construction of housing. Federal assistance 
will be available only to the*extent that the financial resources of such 
communities are inadequate to finance the facilities required.

The funds which the Congress has tbus far made available for these 
programs provide only a small beginning on the work which must be 
done. Available funds for the direct construction of housing are so 
limited in the face of the pressing need that nearly the entire amount 
must be used for temporary housing near military installations. Less 
than 6,000 units can be supplied with present appropriations. These 
funds will take care of only a small part of the need at military installa
tions and will permit very little direct construction of housing for 
workers at defense plants. Additional funds also will be needed for 
providing community facilities and services.

Accordingly, I am recommending supplemental appropriations for 
the current fiscal year to make available the additional funds now 
authorized for defense housing and community facilities. The grow
ing need for defense housing also makes it essential that the present 
statutory authorization be increased so that the Congress can provide 
additional funds as quickly as defense requirements are demonstrated. 
On the basis of specific needs thus far identified, additional appropria
tions in 1953 estimated at 325 million dollars will be required. Of 
this amount, 25 million dollars is needed for community facilities.

Aids to private housing.— Soon after the attack on Korea, the down
payment requirements on federally insured or guaranteed mortgages 
and on other mortgages were increased and the repayment periods 
shortened as a method of limiting construction without resort to 
direct controls. These changes helped to slow down the rate of new 
construction and credit expansion, but the action of the Congress last 
fall in removing most of the authority for such controls has reversed 
the trend.

During the coming months, it will be necessary to reduce the level 
of housing construction further to make it consistent with the needs 
of economic stabilization and the limited availability of scarce mate
rials. As one of the most essential methods of achieving this objective, 
I urge the Congress to restore previous authority over down payments 
and other credit terms.

In recent months the Federal National Mortgage Association has 
purchased a large volume of mortgages guaranteed by the Veterans
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Administration in ©rder to provide the support authorized by law for 
veterans’ housing. The activities of the Association, however, are 
now increasingly directed toward providing adequate financing for 
construction in critical defense housing areas. By the fiscal year 
1953, over one-half of the mortgages purchased will be those financing 
either military or other defense housing. The 1953 estimates assume 
that, with the continued large volume of savings, the supply of private 
mortgage funds will be sufficient to reduce the need for Federal support 
of both defense and nondefense housing.

The mortgage insurance programs of the Federal Housing Admin
istration also have been redirected to support the defense effort. 
Liberal mortgage insurance terms have been made available to builders 
constructing homes in defense housing areas. On the other hand, a 
sharp reduction is in process in the number of mortgages insured in 
other areas consistent with the reduced construction planned for 1953.

In total, an estimated 360,000 new housing units will be constructed 
with the aid of financing insured by the Federal Housing Administra
tion. In addition, nearly 150,000 existing homes will be purchased 
with mortgages insured by the agency. Since the premium receipts 
for such insurance usually equal or exceed the expenses and losses, this 
program normally involves little or no Budget expenditures. For the 
next fiscal year, it will be necessary to authorize an increase of 
1 billion dollars in the total authority to insure mortgages under these 
various programs, principally for insurance of defense housing mort
gages.

In addition to guarantees of private housing loans to veterans, the 
Administrator of Veterans’ Affairs has limited authority to make 
direct housing loans to veterans in areas where adequate private 
financing is not available. This program was extended by the Con
gress until June 30, 1953, on a revolving-fund basis. Almost all of 
the 150 million dollars in basic authority has now been spent or com
mitted. The estimates for 1953 assume that the sale of loans already 
made will provide adequate funds to meet the future need for new 
loans.

Public housing programs.— By the end of this fiscal year an esti
mated 140,000 low-rent public housing units will have been started 
under the Housing Act of 1949. Despite this progress, the need for the 
low-rent public housing program to help provide decent homes for low- 
income families continues to be great. As part of the restrictive policy 
followed on pxmdefense housing, I again recommend this year— as I 
recommended last year—that 75,000 new units be started in the next 
fiscal year, compared to the average of 135,000 units a year authorized 
in the basic statute.
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While local authorities construct and operate public housing projects, 
the Federal Government assists them by extending direct loans and 
by contracting to make payments, over a period of years, high enough 
to assure adequate security for long-term private financing. This 
year local housing authorities will repay a substantial amount of 
Federal loans with funds raised by the sale of their own obligations 
to private investors. On the basis of the two offerings to date, net 
receipts are estimated from this program in the fiscal year 1953. 
Annual payments of contributions to help cover the difference be
tween cost of operation and rental income of the projects will, however, 
increase substantially next year as many of the new units now under 
way are completed and occupied.

General housing aids.— Loans to help educational institutions ease 
their housing shortages have been confined exclusively to institutions 
having shortages resulting directly from defense activities such as 
Reserve officers’ training programs. Loan commitments in the cur
rent fiscal year have been limited to 40 million dollars, and an addi
tional 20 million dollars of the 300 million dollars authorized in the 
basic statute will be made available in 1953.

The Alaska Housing Act of 1949 gives special assistance for housing 
in the Territory. The increased military preparations since 1950 have 
emphasized the need for housing for the supporting civilian population. 
At my request, the Federal agencies responsible for housing and related 
public works in Alaska are taking steps to expedite construction of 
both the needed housing and the supporting community facilities. I 
am recommending a supplemental appropriation to the revolving fund 
for Alaskan housing, as well as appropriations for necessary public 
works. Further changes in basic authority will be requested if 
studies now being made reveal the need for further assistance to this 
strategic area.

Urban development and redevelopment.— The long-range slum clear
ance and urban redevelopment program, designed to assist cities in 
the elimination and redevelopment of their blighted areas, is now well 
under way. Over 200 cities have indicated their intention to proceed 
with redevelopment programs and have received assurance that Fed
eral assistance will be available for their programs. Of these cities, 
more than 150 have submitted plans which have been approved for 
Federal assistance.

To prevent conflict with defense requirements, present policies 
provide that communities may acquire sites for redevelopment, but 
may not demolish existing structures or construct new structures
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unless these steps are specifically determined to be consistent with 
defense needs. These limitations will hold the net expansion in the 
coming year to the minimum rate necessary to make the program 
effective. For the fiscal year 1953, for example, new loan commit
ments are not expected to exceed 100 million dollars— even though the 
basic statute authorizes 250 million dollars in borrowing authority 
for 1953— with expenditures estimated at 25 million dollars. The 
basic statute also authorizes contracts for capital grants of 100 million 
dollars a year, but no payments on such grants are now expected in 
the fiscal year 1953.

Civil defense.—A strong civil defense program is an indispensable 
part of our security effort. Neither our geographic position nor our 
military defenses can assure absolute protection against attack. An 
enemy can strike our industrial centers and inflict heavy damage in 
lives and property. This threat to our civilian population and to our 
productive facilities can be reduced, however, by strengthening the 
civil defense program now under way. Failure to do so could leave a 
fatal gap in our security structure. I am therefore recommending a 
substantially increased appropriation. These funds will finance 
minimum Federal stockpiles of essential supplies and will match State 
and local expenditures to prepare protective shelters in densely popu
lated areas and to assemble necessary local equipment. ^ I

Although civil defense is primarily a State and local responsibility, 
the Federal Civil Defense Administration plays a key role in providing 
information, leadership, coordination, and financial assistance to State 
and local governments. Federal expenditures for civil defense in the 
fiscal year 1953 are estimated at 339 million dollars, compared to
44 million dollars in 1952 and less than half a million dollars in 1951. 
This sharp increase is necessary to overcome dangerous gaps which 
now exist in the program, caused by the inadequate financial support 
given it by the Congress last year.

Disaster insurance, loans, and relief.— The great floods last summer 
in Kansas and Missouri made necessary Federal assistance to relieve 
suffering, repair the damage, and return the stricken area to full 
economic activity as quickly as possible. The emergency assistance 
included loans by the Reconstruction Finance Corporation and 
the Department of Agriculture, and grants administered through 
the Housing and Home Finance Agency. Through the cooperative 
efforts of the Federal, State, and local governments and the American 
Red Cross, the homeless were given shelter and the threat of epidemics 
was avoided.
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While disasters of this magnitude happen rarely, we should be 
better prepared for them than we are at present. Individuals and 
business firms should have an opportunity to purchase financial pro
tection against this hazard. The insurance facilities now available 
from private companies are extremely limited. Accordingly, I 
repeat my recommendation of last summer for the enactment of 
legislation to supplement these private facilities by establishing a 
Federal flood insurance system. An appropriation of 50 million 
dollars is recommended to create a flood insurance fund.

As part of our preparation against the greater hazards of modern 
war, I urg£ the Congress to consider legislation authorizing Federal 
programs necessary to restore orderly community life, maintain 
minimum incomes, and compensate individuals and business firms for 
property damage arising from enemy attack. In an atomic age, the 
probability of such an attack is so unpredictable and the expenditures 
necessary to provide a minimum level of protection are potentially so 
large that neither private nor public insurance is feasible. Never
theless, orderly advance planning is essential. At the request of the 
Senate Banking and Currency Committee, the Director of the Bureau 
of the Budget has submitted a draft of legislation providing minimum 
authority required in advance of such attack, including authority to 
set up a skeleton organization and to draft specific plans for partial 
indemnities and other necessary programs. The appropriate agencies 
of the Government are continuing to review and improve these 
proposals.

EDUCATION AND GENERAL RESEARCH

Federal expenditures for education and general research are esti
mated at 624 million dollars in the fiscal year 1953, compared to an 
estimated 238 million dollars in 1952 and 115 million dollars in 1951. 
These sums do not include special-purpose education and research 
activities included in other Budget categories.

The substantial increase in the fiscal year 1953 will strengthen basic 
education programs and fundamental research. The added funds 
are needed primarily for new legislation which I am recommending to 
help all the States improve elementary and secondary education, to 
help provide schools in those communities which are overburdened 
because of Federal activities, and to give financial assistance to capable 
young people who otherwise could not attend a college or university.

New obligational authority recommended for 1953 is 688 million 
dollars, but largely because of the length of time required to complete 
and pay for buildings under the school construction program the 
expenditures will be 64 million dollars less than this amount.
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EDUCATION AND GENERAL RESEARCH

[Fiscal years. In millions]

Expenditures Recommended 
neW obliga

tional authority 
for 1953

Program or agency
1951

actual
1952

estimated
1953

estimated

Promotion of education:
Office of Education:

General aid for operating expenses, elemen
tary and secondary schools (proposed 
legislation)________________________________ $290

185

$300

190

Education of children on Federal property 
and in emergency and critical defense 
housing areas:

Present programs ________________ $17 $151
Proposed legislation_____________________ 35 80

General assistance to college students (pro
posed legislation)__________________________ 30 30

Vocational education_______________________ 27 26 26 26
Other progr ams_____________________________ 7 9 8 8

Educational aid to special groups_______________  . . 6 8 8 5
Library and museum services_____  ______________ 10 11 12 12
General purpose research:

National Science Foundation._____ _____________ 0)
10

1 5 15
National Bureau of Standards__________________ 11 12 9
Seventeenth Decennial Census (Department of 

Commerce)____________  ___________ _______ 30 13 3 2
O th er........................... .................. ................. ......... 8 8 10 11

Total .................................... ......... ......................... . 115 238 624 688

1 Less than one-half million dollars.

Promotion oj education— elementary and secondary.—At present, too 
many of our people are unable to make full use of their capabilities, 
whether in civilian employment or military service, because their 
opportunities for education and training have been limited. Schools 
are overcrowded, substandard instruction is common, and teachers’ 
salaries continue low in many areas.

The most serious aspect of this situation is that it can so easily 
become very much worse. Our school-age population is now rising 
rapidly, as a result of the great increase in births which began in the 
war years. The number of children entering the first grade is now 
nearly 10 percent higher than it was only four years ago. Four years 
from now it will have risen another 24 percent. Meanwhile, of course, 
these children will be moving up through the grades, year by year, 
putting new strains successively on our elementary and secondary 
school systems.

I have urged the Congress for several years to enact legislation pro
viding grants to the States for operation and maintenance of their local 
schools. These grants would assist the States in improving their
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systems of elementary and secondary education by raising teachers* 
salaries, providing more and better textbooks, and in many other ways. 
The security program has reemphasized this need. In some States 
more than one-third of the young men called by the Selective Service 
System failed the educational tests for entrance into military service 
during the fiscal year 1951. The States with the highest rejection rates 
are precisely those low-income States which, despite heavier taxes in 
relation to income, are unable to provide a satisfactory education for 
their young people. Many of the men rejected for military service 
because of educational deficiencies are also unable to meet our needs 
for skilled workers in industry. At a time like this we cannot afford 
to waste any resources, yet this pool of inadequately used human 
resources is being continually enlarged because many young people 
are denied the opportunity for a proper education.

This is a need that we must begin to meet at once. This Budget 
includes a recommendation of 300 million dollars as the preliminary 
estimate for general aid to education in the fiscal year 1953. Because 
of higher costs and the greater number of school children, this amount 
of aid will not fully accomplish the purposes which my earlier proposal 
was designed to achieve. I hope that the Congress will enact legisla
tion containing provisions to raise equalization aid to a more adequate 
level over the next decade.

In addition to this new program of general aid, the Budget includes
45 million dollars in estimated appropriations for operation and 
maintenance aid to certain local school districts where the Federal 
Government has a special responsibility to furnish assistance because 
Federal activities have imposed special burdens.

This Budget also includes estimated appropriations of 225 million 
dollars for the construction of school facilities in critical defense hous
ing areas and other places specially affected by Federal activities. Of 
this amount, 150 million dollars is needed to continue the program 
already authorized, and the remainder is a preliminary estimate of 
needs under proposed legislation.

We are also moving forward on a detailed three-year Nation-wide 
survey of our school construction needs generally, as authorized by the 
Congress in 1950. In cooperation with the Office of Education, the 
States are making good progress in surveying their shortages of school 
facilities and their resources available to meet these shortages. The 
information coming in from this survey will help us to determine what 
the future role of the Federal Government should be in relation to 
school construction needs.

Meanwhile, the States and localities are doing a great deal to meet 
the situation. During the calendar year 1951 they broke all previous
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construction records by building more than 40,000 new classrooms 
costing 1.3 billion dollars. It is gratifying that, despite the shortage 
of structural steel, we have been able to make enough available for 
the first half of 1952 to continue and even increase this rate of 
construction on the basis of modified designs which require less steel.

The present programs of Federal aid to critical areas for con
struction and operation of schools are based on two laws enacted in 
1950. Under these laws we provide aid to local school districts for 
construction and for operation of schools to meet burdens resulting 
from peacetime and World War II Federal activities. Expenditures 
under both laws are estimated at 185 million dollars in 1953. Many 
localities receiving such aid have suffered additional financial strain 
because of current mobilization activities. Because of the rigid 
formulas in these laws, we have been unable to provide adequate aid 
to these localities and to others, such as the Savannah River and 
Paducah areas, where new atomic energy installations have resulted 
in a vastly increased need for schools.

Late in the last session the Congress passed legislation which would 
have amended these laws so as to provide more adequate and flexible 
authority for assisting critical defense housing areas, but the bill 
included certain objectionable provisions which compelled me to 
withhold my approval. I hope that the Congress will reenact, at 
this session, the much-needed amendments in an acceptable form and 
at the same time make other improvements in the laws. Expendi
tures under this proposed legislation are estimated at 35 million 
dollars in the fiscal year 1953 for both the construction and the 
operation programs.

Children of migratory workers constitute a special group whose 
present educational opportunities are inadequate. As has been 
pointed out by the Commission on Migratory Labor, because these 
children move with their families, they start school later, attend fewer 
days, make less progress, and drop out earlier than others. As a 
first step toward meeting this problem, we need to work out special 
teaching materials and methods suited to their education. I have 
therefore included in this Budget money to enable the Office of 
Education to make the necessary studies in cooperation with the 
States and with institutions of higher learning.

Promotion oj education— colleges and universities.— In the present 
emergency, our military forces and our defense industries need an 
increasing number of people who have advanced education and 
training. Full strength on all fronts is essential for the long pull, and 
trained manpower is critically important to such strength. This need
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for a substantial and rapid increase in the number of people who go to 
colleges and universities is a national problem requiring national 
action.

By temporarily postponing the induction of students into the 
armed forces, we took one step toward assuring that each man receives 
the training which will enable him to serve national needs most 
effectively. At present, however, family financial ability tends to 
be the factor that decides who, among the able, can continue his 
education and who will be inducted immediately. The results are 
not only unfair— they are detrimental to our national interest.

Elsewhere in this Budget there are Federal programs for aid to 
college students, such as the programs of veterans’ education and 
the Reserve Officers’ Training Corps. These programs are necessary 
for special purposes. They do not meet the broader needs of the 
Nation. A general program of scholarship aid and loans for under
graduate students is the logical and practical answer, and this Budget 
therefore includes 30 million dollars for initiating such a program in 
the fiscal year 1953. The program I am recommending is designed to 
provide modest payments to a limited number of students, and to give 
this aid only in those instances where the students otherwise could not 
go to college.

National Science Foundation.— During the last decade we have seen 
how basic scientific research can alter the foundations of world power. 
We have seen that this research yields a stream of new knowledge 
which fortifies our economic welfare as well as our national strength. 
We have learned that a strong, steady, and wide-ranging effort in 
science is as essential to our sustained national security as the pro
duction of weapons and the training of military personnel.

The National Science Foundation has been established as the 
Government agency responsible for a continuing analysis of the 
whole national endeavor in basic research, including the evaluation 
of the research programs of other Federal agencies. On the basis of 
studies now under way, the Foundation will formulate a broad 
national policy designed to assure that the scope and the quality of 
basic research in this country are adequate for national security and 
technological progress.

The Foundation also will stimulate or sponsor basic research in 
subjects which otherwise might receive inadequate attention. While 
the research program of the Foundation is not intended to supersede 
the basic research programs of other agencies, the Foundation should 
ultimately become the principal agency through which the Federal 
Government gives support to basic research that is not directly related
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to the statutory functions of other Federal agencies. The proposed 
increase for research support by the Foundation has been taken into 
account in arriving at the recommendations for the basic research 
programs for the Department of Defense and other agencies.

In the present fiscal year the National Science Foundation is 
initiating a modest program of fellowships in the sciences. The 
1953 Budget recommendation for the Foundation provides for an 
expansion of this program to help meet the increasing need for special
ized and professional personnel in the present emergency.

To make its greatest contribution speedily and effectively, the 
Foundation needs in the fiscal year 1953 an appropriation of the full 15 
million dollars authorized by law. Expenditures in 1953 are estimated 
at 10 million dollars below the appropriation because many research 
grants extend over two or three years and because the fellowship 
program is only beginning.

SOCIAL SECURITY, WELFARE, AND HEALTH

Expenditures for social security, welfare, and health are estimated 
at 2.7 billion dollars for the fiscal year 1953, slightly less than in the 
current year and 282 million dollars higher than in 1951. Most of 
the increase over 1951 occurs in proposed legislation for public assist
ance and in transfers to the railroad retirement trust account of pay
roll taxes collected from railroad employers and employees.

In the past year, our programs for protecting people against want 
and privation have progressed further toward a contributory social 
insurance basis. Old-age and survivors insurance, financed through 
a trust fund, has forged ahead of public assistance as a source of 
income for nonworking people over 65 years of age.

This marks the realization for the first time of a basic principle of 
the Social Security Act— that the major role of protecting people 
against want in old age should be assigned to social insurance, 
financed mutually by employers and employees through payroll taxes, 
and providing benefits as a matter of right without a means test.

Only 16 months ago there were 2,800,000 aged people on the public 
assistance rolls, while only 2,000,000 were receiving old-age and 
survivors insurance, and average public assistance benefits were 
substantially greater than old-age insurance payments. Today, more 
than 3,200,000 persons receive old-age insurance, while the number 
of aged receiving public assistance has dropped by about 100,000 
from the peak reached in September 1950 and is still declining. 
Moreover, insurance benefit rates have been increased to a level
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almost equal to average public assistance payments. The 1950 
amendments to the Social Security Act— which broadened the cover
age and increased the benefits— played a major role in reversing the 
previous trend.

Unquestionably, the healthiest form of economic security for all 
people is opportunity for steady employment. The overwhelming 
majority of people in the American labor force— white collar and 
blue collar, skilled and unskilled— are able to work and want to work. 
To that end, additional efforts should be made by private employers 
and Government to utilize the skills of the older workers and, where 
necessary, to retrain them for work commensurate with their capaci
ties. But for those who are unable to work— older or disabled people 
or widows with growing children— insurance protection should be 
available on an adequate basis.

SO C IA L  S E C U R IT Y , W E L F A R E , A N D  H E A L T H

[Fiscal years. In millions]

Program or agency

Expenditures Recommended 
new obliga

tional authority 
for 19531951

actual
1952

estimated
1953

estimated

Retirement and dependents insurance:
Railroad Retirement Board___________________ $608 $773 $723 $723

7 7 3 3
Public assistance:

Federal Security Agency;
Present program__________________________ 1,187 1,182 1,142 1,142
Proposed legislation_______________________ 100 100

Aid to special groups:
Vocational rehabilitation (Federal Security

Agency)------------------- ---------------- ------------------- 17 22 24 24
School lunch (Department of Agriculture)------- 83 84 83 83
Indian welfare and other____ _______ _________ 37 45 61 63

Accident compensation (Department of Labor)____ 27 37 37 37
Promotion of public health (Federal Security

Agency and other)______________ ____________ 305 382 341 268
Crime control and correction (Department of Jus

tice and other)__________________________________ 109 133 133 135
Defense community facilities and services (Fed

eral Security Agency) ____ _____________ 15 15

Total_______________________________________ 2,380 2,680 2,662 2,578

Benefits should be increased without delay. Because of the rising 
wage level, the revenues of the old-age and survivors insurance system 
are higher than will be needed to pay the present scale of benefits to 
people who will retire. Under these circumstances, it is possible to
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increase average primary benefit rates by about 5 dollars a month. 
This increase can be made without in any way increasing the contribu
tion rates in present laws. This would raise the average benefit of a 
retired worker to 47 dollars a month.

In addition, I hope the Congress will not neglect other desirable im
provements in our social insurance laws which will move us closer to 
our objective of making old-age and survivors insurance a basic 
protection for all employed groups, with special pension plans supple
menting this basic protection. We should extend coverage to mem
bers of the armed forces, public employees, farmers, farm and house
hold workers not regularly employed by a single employer, and other 
employed groups who are not covered by a publicly sponsored insur
ance system. Also, as soon as practicable, the present limitation of 
3,600 dollars a year on earnings taxed under the insurance system 
should be brought up to date, and provision should be made for per
manent and total disability protection.

Railroad retirement.—Expenditures of the Railroad Retirement 
Board consist principally of transfers to the railroad retirement trust 
account of taxes collected from railroad employers and employees.

The amendments enacted last October raised benefits for the 400,000 
persons who were then receiving retirement payments under the Rail
road Retirement Act. They also provided benefits for the first time 
for the wife or husband of a retired railroad employee. Expendi
tures for these benefits are made directly from the trust fund and do 
not, therefore, affect the Budget total.

These amendments were enacted by the Congress as a first step 
toward improving the railroad retirement system. Much more 
remains to be done if we are to give railroad workers and their depend
ents adequate protection on a sound financial basis. I am glad that 
the Congress adopted a resolution providing for a comprehensive 
study of the railroad retirement system, its benefits and financing, 
and its relationship to the old-age and survivors insurance program.

Public assistance.— Federal grants to the States for the existing 
public-assistance programs are declining. Expenditures in the fiscal 
year 1953 under present law are estimated at 1.1 billion dollars, 40 
million dollars below the amount now estimated for the current year. 
The number of recipients of old-age assistance and aid to dependent 
children began to decline during the past year, largely because of 
increased employment and improved old-age and survivors insurance. 
This decline is expected to continue in the fiscal year 1953.
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For those who are in genuine need, and who have no recourse other 
than public assistance, upward adjustments in monthly payments are 
warranted in view of advances in the cost of living. The Federal 
Government in assisting the States to bear the costs of public assist
ance has a responsibility for sharing the expense of the necessary ad
justments. Many States have had difficulty in raising their benefits 
to adequate levels. I recommend the enactment of legislation to 
provide additional help on a matching basis to assist the States to 
attain higher benefit levels. This Budget includes 100 million dollars 
as a tentative estimate of the amount needed for this purpose.

Aid to special groups.— The Federal Government traditionally 
assumes part of the financial responsibility for two programs operated 
by the States for special groups. One of them provides low-cost 
lunches to school children, thus offering some assurance against under
nourishment of our children. My Budget recommendation for this 
activity is based upon continuing Federal participation at the present 
level. The other program rehabilitates disabled people and returns 
them to productive employment, thus increasing our labor force and 
our national production of goods and services. I am recommending 
a moderate increase for this purpose.

The Federal Government also provides health, welfare, and educa
tional services for our 400,000 native Indians. Because the present 
level of these services is clearly inadequate, this Budget provides for a 
15-million-dollar increase in expenditures in the next fiscal year. In 
addition to permitting some improvement and expansion of basic 
health and educational services, this increase will enable the Bureau 
of Indian Affairs to conduct a constructive program to provide the 
Indians with training and off-reservation relocation opportunities and 
to help them to make satisfactory adjustments in new locations.

Promotion oj public health.—‘The health of the American people is 
essential for our security and development. Like any other resource, 
health should be safeguarded and improved. The Federal Govern
ment has contributed to this objective in a number of ways, par
ticularly through its extensive research programs and its financial 
aid to the States. But we still have a long way to go.

On the basis of available studies indicating the pressing need for 
such measures, I recommend that legislation be enacted to provide aid 
for medical education and local public health units. Furthermore, in 
order to help outline a course of action which will aid in meeting the

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

1953



m 66 MESSAGE OF THE PRESIDENT

long-term health requirements of the Nation, I have established a 
commission to study various health problems. The Commission will 
consider, among other things, the availability of medical services and 
the adequacy of present methods of paying for them.

Public health services are provided primarily by local health agencies 
with extensive cooperation and assistance from the States and the 
Federal Government. More than half of the Federal expenditures for 
promotion of public health are for grants-in-aid to the States and 
localities by the Public Health Service and the Children’s Bureau. 
These grants are for such activities as hospital construction, control of 
venereal disease and tuberculosis, mental health, maternal and child 
health, general health services, and detection of cancer and heart dis
ease. Most of the remainder goes toward technical assistance to the 
States in the form of demonstrations, educational programs, and con
sultative services, and for the research programs of the Public Health 
Service and Children’s Bureau. The estimate of expenditures for 
health programs in the fiscal year 1953 is lower than for the current 
year primarily because of smaller outlays to liquidate contract author
izations, particularly under the Federal-State hospital construction 
program. This reduction reflects our continuing policy of holding 
new construction to a minimum.

Defense community facilities and services.— This item is for Federal 
assistance to critical defense housing areas in providing facilities and 
services essential to health and welfare, including sewage disposal and 
water supply. Unless these basic needs are met, it will not be possible 
to attract all the workers needed for defense production. These 
health and welfare activities support the defense housing and com
munity facilities program which is discussed in the Housing and 
Community Development section of this Message.

Trust funds.— In addition to the railroad retirement trust account, 
mentioned above, the Federal Government maintains two other large 
trust funds for publicly sponsored retirement and insurance systems—  
old-age and survivors insurance and civil-service retirement. The 
money in the trust funds is invested in Government securities, and 
the interest earnings are added to the principal in each fund. The 
balances in these three funds will aggregate approximately 25 billion 
dollars at the end of the current fiscal year.
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SOCIAL SECURITY, WELFARE, AND HEALTH

(Trust funds)

[Fiscal years. In millions]

Fund and item 1951
actual

1952
estimated

1953
estimated

Federal old-age and survivors insurance trust fund:
Receipts:

Appropriation from general receipts....... ...............................  _ $3,119
291

-1 ,  568

$3,850
342

-2,059

$4,030 
407

-2,337  
-225

Interest and other____ __________________________ ____ ____
Payments of benefits and administrative expenses:

Present program___________________________________________
Proposed legislation....... ..................... ...................................  .

Net accumulation______________________________________ 1,842 2,133 1,875

Balance in fund at close of year........ ................................... .............. 14, 725 16, 858 18. 733

Railroad retirement account:
Receipts:

Transfers from Budget accounts___ _______________________ 608 773 723
Interest..__________________________________________________ 70 79 90

Payments of benefits, salaries, and expenses___________________ -321 -397 -447

Net accumulation__________________________ ________________ 357 455 366

Balance in fund at close of year__ _____________________  ______ 2, 445 2,900 3,266

Federal employees’ retirement funds:
Receipts:

Employee contribution____________________________________ 378 415 413
Transfer from Budget accounts and other________  _______ 305 310 465
Interest________________________________ __________________ 165 189 216

Payments of annuities and refunds, and expenses______________ -270 -300 -322

Net accumulation_______ ___________  ________ _______ _____ 578 614 772

Balance in fund at close of year_____ __________________________ 4, 418 5, 032 5,804

VETERANS’ SERVICES AND BENEFITS

Expenditures for veterans’ services and benefits, which have de
clined 43 percent from the World War II peak of 7.4 billion dollars in 
1947, are estimated at 4.2 billion dollars in the fiscal year 1953. The 
decline results from sharp reductions in expenditures for readjust
ment benefits and insurance outlays.

In view of the large increase in the size of our armed forces since 
Korea, and the continued increase in expenditures for compensation 
and pensions, further large declines in veterans’ outlays are unlikely. 
Our veteran population is increasing rapidly under the policy which 
requires nearly all able-bodied young men coming of military age to 
serve their turn in the armed services. As our commitments to our 
growing number of veterans increase, we should constantly inquire

950000—52------Vi
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into how we can best meet their needs and the needs of their depend
ents. In considering legislation affecting veterans, we must take into 
account the prevailing economic and military situation, the relation of 
veterans’ programs to the whole range of Government programs, the 
availability of other Government services, and the lessons learned 
from experience.

The chief responsibility of the Government is to give medical care 
to veterans who have been injured in the service, to assist them to 
assume their place in society as productive and self-reliant citizens, 
and to give necessary aid to the families of veterans deceased or in
jured from service causes. We should also provide other demobilized 
servicemen with timely readjustment assistance on a sound basis.

The needs of veterans and their families not resulting directly from 
military service can be best met through the welfare programs serving 
the whole population. These programs have been expanded and im
proved in recent years. Only the special and unique needs of service
men and their dependents arising directly from military service should 
be provided for in special veterans’ programs.

VETERANS* SERVICES AND BENEFITS

[Fiscal years. In millions]

Expenditures Recommended 
new obliga

tional authority 
for 1953

Program or agency
1951

actual
1952

estimated
1953

estimated

Readjustment benefits:
Education and training:

Present programs_____ ________________ _ $1,943 $1,486 $626 $625
75Proposed legislation_______________________ 75

Loan guarantees______________________________ 91 77 72 72
Unemployment and self-employment allow

ances_______________________________________ 8 5 2 2
O ther._____ _________________  ________ _____ 64 44 37 27

Compensation and pensions:
Compensation and pension payments:

Present programs________ _____ __________ 2,037 2,086 2,149 2,149
100Proposed legislation.......................................... 100

Subsistence to disabled veterans______________ 135 79 56 56
Insurance and servicemen’s indemnities_________ 50 246 68 70
Hospitals and medical care:

Current expenses________ ___________ _______ 600 670 695 698
Hospital construction_________________________ 145 211 107 95

Other services and administration (Veterans Ad
ministration and other)_________________________ 266 262 210 212

Total, ________________ __________ _____ ____ 5,339 5,166 4,197 4,181
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Readjustment benefits.— Expenditures for education and training of 
World War II veterans are estimated at 626 million dollars in the 
fiscal year 1953, a decline of 860 million dollars from the revised 
estimates for the current fiscal year. The 1953 expenditures will 
provide for an average enrollment of 491,000 in school, job, and farm 
training courses. The reduction from an average enrollment of over 
one million in the current fiscal year reflects the fact that July 25,1951, 
was the deadline for initiation of training under the program. By the 
end of the fiscal year 1953, approximately 7,800,000 veterans—-about 
half of all the veterans of World War II— will have received education 
and training at a cost to the Government of 14.3 billion dollars. 
This investment is already proving to be of great benefit to the veterans 
and the Nation.

Other expenditures under the Servicemen’s Readjustment Act are 
for unemployment and self-employment allowances and loan guaran
tees. In the fiscal year 1953, only the outlays for loan guarantee 
activities will continue to be large. Government expenditures for 
interest gratuities on guaranteed loans and on account of defaulted 
loans are estimated to decline slightly to 72 million dollars. An esti
mated 391,000 new loans amounting to 3.3 billion dollars are expected 
to be guaranteed. This will raise to 21.5 billion dollars the aggregate 
of veterans’ loans for homes, farms, and businesses guaranteed by the 
Government since 1945.

This Budget includes 75 million dollars to cover the first year’s cost 
of a new program of readjustment benefits for discharged servicemen 
who have served since the beginning of the Korean conflict. I recom
mend prompt enactment of such a program. However, I do not 
believe that extension of the Servicemen’s Readjustment Act in its 
present form would be the proper way to meet the new need. The 
main assistance to be provided at this time should be a sound and 
constructive program of education and training. The new legislation 
should take account of the significant imperfections which have 
become apparent in our experience with the “ GI bill.” All possible 
effort should be made to incorporate into any new program the lessons 
learned from that experience. Studies now bein^made by the Con
gress should be of value in the consideration of pending bills to estab
lish a new readjustment program for these veterans.

Compensation and pensions.— It is estimated that under existing 
laws an average of 3,179,000 individuals and families will receive 
veterans’ compensation and pension payments totaling more than 
2.1 billion dollars in the fiscal year 1953. This is a net increase of
84,000 in the average number of cases and 63 million dollars in pay
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ments over the estimates for the current fiscal year. The expenditure 
estimates reflect an anticipated supplemental appropriation of 42 
million dollars in the fiscal year 1952 to cover expenditures for com
pensation and pensions, in part because of new legislation enacted by 
the first session of this Congress.

The total of 2.1 billion dollars under present laws for the fiscal year 
1953 includes 1.5 billion dollars in compensation payments to service- 
disabled veterans and families of those veterans who have died from 
service-connected causes, as well as 618 million dollars in pension 
payments for non-service-connected disabilities. Under existing laws 
expenditures for compensation and pensions will more than double in 
future years, with the increase entirely in non-service-connected pen
sions. Legislation to increase further the number of non-service- 
connected pension beneficiaries should be reviewed in light of the fact 
that most veterans who need financial help will be covered by the 
old-age and survivors insurance program. In those cases where 
veterans are not covered by this program, the sensible remedy is to 
extend old-age and survivors insurance to include them.

With respect to death and disability compensation payments arising 
from service causes, I recommend that the Congress carefully review 
the rates and revise them where recent increases in the cost of living 
warrant. This Budget includes 100 million dollars to defray the cost 
of such increases. The legislation making the specific changes should 
take into account the new dependents’ allowances for disabled veterans 
with families, and the increases in death compensation rates which 
have been enacted in recent years, as well as payments to beneficiaries 
under other Government programs. In particular, the Congress 
should carefully investigate the disparities which exist because of the 
fact that survivors of many servicemen receive both veterans’ benefits 
and old-age and survivors insurance benefits on the basis of military 
service, while families of other veterans receive only the veterans’ 
benefits.

Insurance and servicemen’s indemnities.— After intensive investi
gation, the Congress early last year established a new system of $10,000 
indemnities to fancies of servicemen who die while on active duty 
or within 120 days after discharge. These indemnities are provided 
for every serviceman without charge in lieu of the National Service Life 
Insurance which was previously available on an optional basis. They 
provide universal protection for servicemen’s dependents. At the 
same time they cost the Government less than National Service Life 
Insurance. Indemnity payments to families of servicemen will be 
about 9 million dollars in the fiscal year 1953.
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In the Insurance Act of 1951, the Congress also provided an 
improved system of insurance to cover disabled and other servicemen 
after their discharge from the armed forces. This new insurance, 
financed through revolving funds, is based upon more realistic mortality 
tables and interest and premium rates than are used in the National 
Service Life Insurance program. Receipts in these funds will be 2 
million dollars more than expenditures in 1953.

In addition, the Government continues to reimburse the National 
Service Life Insurance and United States Government Life Insurance 
trust funds for the cost of deaths of policyholders traceable to war 
hazards, and also pays claims for certain veterans who failed to meet 
regular standards of insurability. It is estimated that Budget expendi
tures for these payments will rise to 242 million dollars in the current 
fiscal year because of casualties in Korea, but they are expected to 
decline to 61 million dollars in 1953. Further reductions are expected 
in subsequent years, since new members of the armed forces are 
covered by the indemnity system.

Hospital and medical care.— With the opening of 20 new veterans7 
hospitals in the fiscal year 1953, the average number of patients is 
expected to increase by 4,400 above the current year’s level. Corre
spondingly, current expenses for hospital and medical care of veterans 
are expected to increase 25 million dollars.

The number of patients in hospitals and homes in the fiscal year 
1953 is estimated to average about 134,000, of which about two-thirds 
are non-service-connected cases. It is estimated that the out-patient 
case load during the year will decline seven percent, to 3,486,000 visits 
and treatments. Total current expenses for hospital and medical care 
in the fiscal year 1953 are estimated at 695 million dollars.

Hospital construction.— Expenditures for construction of hospital 
and domiciliary facilities for veterans are expected to decline in the 
fiscal year 1953 as the program to provide 36,500 new beds nears 
completion. My Budget recommendations include 95 million dollars 
in new obligational authority to complete hospitals now under con
struction, to permit the construction of three new hospitals uiider the 
36,500-bed program, and to begin conversion and modernization of 
existing facilities.

Other services and administration.— It is estimated that expenditures 
for administration and miscellaneous services will be 52 millioh dollars 
less in the fiscal year 1953 than in the current year. About 21 million 
dollars of the reduction is due to the fact that the 1952 total included
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a nonrecurring outlay for automobiles for blind and amputee veterans. 
The remainder is a reduction in the expenses of administering the 
nonmedical benefit programs. This in part reflects declining work
loads and in part more efficient methods of operation as the result 
of consolidation of district offices and the substitution of the service
men's indemnity program for National Service Life Insurance.

Trust funds.— The Servicemen’s Indemnity Act of 1951 virtu
ally terminated the issuance of new National Service Life Insurance 
policies, but did not affect 7.6 million policies now outstanding under 
National Service Life Insurance and United States Government Life 
Insurance trust funds.

In the current fiscal year, expenditures from these two trust funds 
are substantially greater than receipts because the second special 
National Service Life Insurance dividend is still being paid. By the 
start of the fiscal year 1953 it is expected that dividend payments out 
of the National Service Life Insurance fund will be on a current basis. 
In that year expenditures and receipts from the two trust funds will 
approach a balance.

VETERAN S’ LIFE INSURANCE FUNDS 

(Trust funds)

[Fiscal years. In millions]

Item 1951
actual

1952
estimated

1953
estimated

Receipts:
Transfers from general and special accounts................... ................ $45 $186 $56
Interest on investments.__ _________________ _____ _____ ______ - 205 211 206
Premiums and other__________________  _ _ _______ ____ ____ 520 407 425

Total______ _ ____________________  _________________________ 770 804 687

Expenditures:
Dividends to policyholders . .  * - _ . . 236 654 186
Benefits and other__________ ______ ________________________  __ 455 506 537

Total___________  ________________ _________ _____ ___ 691 1,160 723

Net withdrawal (—) or net accumulation______________ _____ 79 -356 -3 6

Balance in funds at close of year____________  _____________ 6, 772 6,416 6,380

GENERAL GOVERNMENT

Expenditures for general Government services and activities in the 
fiscal year 1953 are estimated at 1.5 billion dollars. This is a net in
crease of 131 million dollars over the current fiscal year. The net 
increase includes a rise of 148 million dollars in the Government’s
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contribution, as employer, to the civil-service retirement system, 
higher expenditures to handle the increased volume of tax collections, 
and decreases in several items.

A sharp decline in expenditures for public building construction 
reflects my Budget policy of limiting new construction to projects 
directly supporting our security effort.

GENERAL GOVERNMENT

[Fiscal years. In millions]

Program or agency

Expenditures Recommended 
new obliga

tional authority 
for 19531951

actual
1952

estimated
1953

estimated

Legislative functions................................... .............. $40 $43 $49 $44
Judicial functions...... ......................................... . 28 30 26 25
Executive direction and management..................... 9 10 8 7
Federal financial management:

Bureau of Internal Revenue__________________ 244 279 303 305
Customs collection, debt management, and

other___ ,________ _______________ ____ _____ _ 137 138 151 153
General Accounting Office------------------- ---------- - 32 33 32 32

Other central services:
Central property and records management 146 230 199 198
Civil Service Commission------ ------------------------- 16 20 22 22
Legal services (Department of Justice)........... . . 8 10 11 11
Government Printing Office------------------- --------- 12 13 12 28

Government payment toward civilian employees'
retirement system................................................ 305 310 458 458

Other general government:
Immigration control (Department of Justice)... 33 41 44 44
Public building construction (General Services

Administration)_____________________ ______ 24 23 12 0 )
Dispersal of Government activities (proposed

legislation)__________________________________ 5 15
Other____ ______ _____________________________ 175 173 152 101

Total------------------------------------------------------------ 1,209 1,353 1,484 1,443

i Less than one-half million dollars.

Federal financial management.—The Revenue Act of 1951 increased 
the amount and variety of taxes to be collected. The increased funds 
provided in this Budget will enable the Bureau of Internal Revenue 
to expand its auditing and enforcement operations to assure better 
compliance with the tax laws. The maintenance of public confidence 
in the tax collection process is essential to our tax system To this 
end, steps have been taken or are in process to insure the integrity of 
the tax-collecting system by tightening up the supervision of all 
Bureau operations throughout the country, establishing an inspection 
service independent of the rest of the Bureau, and speeding up the 
prosecution of delinquent taxpayers. Furthermore, I have trans
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mitted to the Congress, under the Reorganization Act of 1949, a plan 
for reorganization of the Bureau for the purpose of bringing about an 
improved organization with clearer lines of authority and responsi
bility, and providing that all positions in the Bureau not now filled 
through civil service, except that of the Commissioner of Internal 
Revenue, shall be so filled hereafter.

Most of the increase in expenditures for tax enforcement will be 
used to intensify investigations of the tax returns and activities of 
racketeers and to enforce the new wagering taxes levied by the 
Revenue Act of 1951. To perform this work effectively, some 7,000 
employees will have to be added to the Bureau staff before the end 
of the current fiscal year. Early approval of a supplemental appro
priation will be needed to make this possible.

The Renegotiation Board, established under a statute enacted last 
spring, is now organizing to review profits earned under defense- 
related contracts and to prevent or recover excessive payments by 
the Government. This Budget includes an estimate of 7.3 million 
dollars for expenses of the Board during the fiscal year 1953.

Central property and records management.— Under the Federal Prop
erty and Administrative Services Act of 1949, the General Services 
Administration has brought about more efficient and effective use of 
the Government’s real and personal property and is endeavoring to 
eliminate nonessential requirements, to set inventory levels at a mini
mum, and to apply stricter standards of use and replacement. This 
program has been reoriented to meet the needs of the defense agencies 
and other Government agencies for space, equipment, and supplies.

The volume of records preserved by operating agencies and in 
recently established regional records centers is continually being 
reduced, and the storage of the remaining records is being further 
centralized to release scarce office and warehouse space. By the end 
of the fiscal year 1953, the regional records center program will release 
for other uses nearly 2 million square feet of space and approximately
200,000 filing cabinets.

Civilian personnel management.— An increase in Government per
sonnel has been required to meet the needs of our security programs. 
The Civil Service Commission has had to expand its examining, 
recruiting, and placement activities to safeguard the merit system. 
The use of expert boards of examiners will be extended and improved 
and a program of centralized recruiting in major employment centers 
will be inaugurated to eliminate duplication of recruiting efforts.
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At present, a few Federal agencies have authority to assign a limited 
number of personnel for advanced training in fields directly related to 
the ŵ ork of their agencies. In order to increase the productivity of 
employees in various lines of scientific, technical, and administrative 
work, I recommend that the Congress extend standard but limited 
authority to Government agencies generally, so that they may provide 
such training at institutions of learning, scientific laboratories, or 
private establishments for a small number of their personnel.

Experience under the several existing statutes authorizing positions 
in grades GS-16, -17, and -18 under the Classification Act shows that 
the total number of allowable positions in these top-level grades should 
be increased if the Government is to attract and retain the most 
competent and responsible employees.

The recent pay increases voted for Federal employees under the 
Classification Act of 1949 created a problem in some Federal agencies 
which are authorized to fix pay rates by administrative action. In 
cases where these rates customarily approximate those of the Classifi
cation Act and no generally comparable increases have been given, 
provision is made in this Budget for the necessary increases.

Federal civilian employees’ retirement.— The cost of civilian employ
ees’ retirement benefits is financed by contributions from the em
ployees and the Government. By law, Federal employees covered 
under the system are required to contribute to a trust fund 6 percent 
of their salaries, and the Government is required to contribute an 
amount sufficient to cover the remaining cost of benefits. The Gov
ernment cojitribution for the fiscal year 1953 consists of a normal con
tribution of 2.78 percent of payroll to pay currently accruing costs, 
and a deficiency contribution to pay interest on and provide for amorti
zation of the Government’s accrued liability to the fund. This liability 
results from employees’ services rendered prior to the effective date of 
the system, credits for military service, and insufficient appropriations 
for the Government contribution in some years. This Budget includes 
458 million dollars for the annual contribution of the Government for 
the fiscal year 1953 to the Civil Service retirement and disability trust 
fund, 148 million dollars more than in the current fiscal year. This 
estimate takes into account the higher benefits for future annuitants 
which will result from a recent advance in the pay rates for Govern
ment employees. It also provides for the first of 30 annual payments 
to amortize the Government’s accrued liability to the fund so that the 
retirement system eventually will be financed on a full reserve basis, 
as is contemplated by the retirement act.
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Federal employees’ unemployment compensation.— Legislation is 
needed to provide unemployment compensation benefits for Federal 
employees, as part of the present Federal-State system of unemploy
ment insurance. In the past, Federal employees relied on accumu
lated annual leave to provide income during temporary periods of 
unemployment. This is a distortion of the purpose of annual leave. 
Moreover, the amount of protection afforded through leave accumu
lation varies greatly among individuals and without any particular 
relationship to the likelihood of unemployment. Because of recent 
laws which temporarily stopped the accumulation of leave, and the 
new leave law of 1951 reducing the amount of leave permitted to most 
Federal employees, many of them are now without even this uncertain 
protection. This applies especially to the temporary workers hired 
during the present emergency.

Dispersal oj Government activities.— Last year I recommended a 
program for the dispersal of essential units of Government in the 
vicinity of the District of Columbia in the interests of security and 
reduction of congestion in the metropolitan area.

The Public Works Committee of the Senate, after extensive hearings 
and deliberations, reported a bill providing for the construction of a 
limited number of Federal buildings outside of but in the vicinity of 
and accessible to the District of Columbia, the construction of a 
circumferential highway outside of the boundaries of the District of 
Columbia, and the permanent decentralization of units of Government 
which could operate at distant locations without significant loss of 
efficiency. I am in full accord with the objectives set forth in the bill 
and the accompanying committee report. I am convinced that any 
program which fails to place primary emphasis on dispersal to nearby 
areas would not be in the interest of security, efficient administration, 
or good area planning.

Subsequent review of that part of the program involving dispersal 
has led to the conclusion that presently owned Government land 
should be used as sites for necessary buildings and facilities, with 
resulting economy. This Budget includes 15 million dollars as a 
preliminary estimate of the amount needed in the fiscal year 1953. 
I strongly urge approval of this modified program.

Payments on Federal real estate.—-The Congress now has before it a 
proposal, drafted in the Bureau of the Budget, to establish a general 
system of limited payments to State and local governments in cases in 
which their finances have been adversely affected by Federal Govern
ment acquisitions of real estate. The problem is one of long standing.
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It is becoming more acute as we acquire more property for military 
bases and other defense-related facilities which impose new burdens 
upon some local governments. The enactment of a reasonable solu
tion will help to spread governmental costs more equitably and at the 
same time will strengthen our Federal-State system of government.

INTEREST

Most of the interest payments now being made by the Federal 
Government result from the large increase in the public debt which 
arose out of World War II. In the fiscal year 1953, interest will cost 
the Government about six times as much as it did in the prewar fiscal 
year 1940 and will account for over seven percent of total Budget 
expenditures.

INTEREST 

[Fiscal years. In millions]

Item

Expenditures Obligational 
authority 
for 1953 

(permanent 
indefinite)

1951
actual

1952
estimated

1953
estimated

Interest on the public debt.......................... ..........
Interest on refunds of receipts................ ....... .......
Interest on trust deposits......................................

Total_______________________________________

$5,615 
93 
6

$5,850 
100 

5

$6,150 
101 

4

$6,150 
101 

4

5,714 5,955 6,255 6,255

Interest on the public debt.— Expenditures for interest on the public 
debt in the fiscal year 1953 are estimated at 6,150 million dollars, an 
increase of 300 million dollars over the 1952 estimate and 535 million 
dollars over 1951. The rise in expenditures is due both to an increase 
in the amount of interest-bearing debt and to higher interest rates.

On the basis of present estimates of receipts and expenditures, the 
debt will increase by 20 billion dollars during the fiscal years 1952 and 
1953. However, because of the lag between the borrowing of new 
funds and the initial interest payments, the full impact of the debt 
increase will not be reflected in increased interest payments until the 
fiscal year 1954.

During the past calendar year, the average interest rate on the 
total interest-bearing debt has increased by about one-tenth of one per
cent, With a debt of the present size, this means an increase of over 
250 million dollars in the computed annual interest charge. This in
crease in the interest charge cannot, however, be directly associated 
with the increase in interest payments during the fiscal year 1953. 
The estimate of expenditures for the fiscal year 1953 is based upon
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the present levels of interest rates since it is not possible to predict
changes in rates in the future.

The continued expansion of special issues to Government trust funds 
and other Government agencies will further increase interest payments 
in the fiscal year 1953. The average interest rate on most of these 
issues is higher than the average rate paid on the rest of the public 
debt.

For the first time in several years, interest accruals on savings bonds 
are not expected to rise in the fiscal year 1953. In fact, they may fall 
slightly. Interest accruals on series E savings bonds sold during World 
War II have now reached maximum levels. Increased accruals on 
bonds sold since World War II will be more than offset by reduced 
accruals on maturing obligations which will, at the option of the 
owner, either be redeemed or extended for another 10 years under the 
authority of legislation enacted last spring.

Interest on refunds.•—Interest is paid on refunded receipts because 
the Federal Government has had the temporary use of the funds. 
Most refunds result from the overpayment of taxes by individuals and 
corporations. The rate paid on such refunds is six percent, the same 
rate that taxpayers are charged on delinquent payments.

Refunds of tax overpayments are expected to be higher in the fiscal 
years 1952 and 1953 than in 1951. This will result in an increase in 
interest expenditures.

IM PROVING THE M ANAGEM ENT OF GOVERNMENT PROGRAM S

In presenting to the Congress a Budget that reflects expanding 
Federal programs in support of the Nation’s security effort, I am 
keenly aware of the challenging job of management placed upon the 
Federal Government. I have already outlined in previous sections of 
this Message a number of improvements in the management and 
operation of various parts of the Government. There are, in addi
tion, other developments to which I wish to draw attention here.

Since the start of the defense mobilization program, we have done 
a great deal to adapt the machinery of Government for the efficient 
performance of new tasks. Practically all agencies of the Government 
today have reoriented their activities, and many have modified their 
internal structures to carry out their new responsibilities. In addi
tion, several new agencies have been created, primarily to assist in the 
coordination of our security programs. In the field of production and 
stabilization, the Office of Defense Mobilization, the Defense Produc
tion Administration, and the Economic Stabilization Agency were 
organized during the months immediately following the attack on
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Korea. More recently, the Defense Materials Procurement Agency 
and the Small Defense Plants Administration have been established. 
In the field of foreign assistance, the creation of the coordinating 
position of the Director for Mutual Security, the termination of the 
Economic Cooperation Administration and the creation of the Mutual 
Security Agency, and the integration of the Institute of Inter-American 
Affairs into the Technical Cooperation Administration in the Depart
ment of State represent important developments.

The basic organizational shifts to meet the demands of our security 
programs have been substantially completed. We are now faced with 
the continuing problem of increasing the efficiency and effectiveness of 
our governmental machinery.

In order to assure continuing progress in this field, the Executive 
agencies are required to submit programs for management improve
ment along with their annual budget requests. These programs were 
examined as this Budget was prepared in order to identify the most 
urgent operating problems and to find opportunities for reducing 
operating costs. I have also had the benefit of advice from members 
of my Advisory Committee on Management, upon which I have 
placed the special duty of reviewing the status and progress of the 
management of our defense mobilization programs.

Because the largest share of Federal funds is spent by the Depart
ment of Defense, particular consideration is being given to its manage
ment problems. Substantial progress has been made in placing 
the accounting and financial administration of manufacturing and other 
business-type operations of the military departments on a sound and 
business-like basis. This will enable better management and cost 
control of operations such as ordnance arsenals, sea transport, and 
printing plants.

While principal emphasis has necessarily been placed on the organ
ization and management of civilian and military mobilization pro
grams, the general improvement of management in other parts of the 
Executive branch has gone forward. A notable action was the re
organization plan for providing single direction of the Reconstruction 
Finance Corporation. The Veterans Administration is consolidating 
into a smaller number of offices insurance activities formerly per
formed by 11 district offices— an action that will result in an annual 
saving of several million dollars. The Administrator of Veterans7 
Affairs has also engaged management consultants to undertake a com
prehensive examination of the organization and management of the
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Veterans Administration. The Post Office Department has recently 
inaugurated a new money-order system which will save several million 
dollars annually, and is taking other steps to improve the efficiency 
of the postal service. These are illustrative of the vigorous actions I 
shall continue to expect from the management improvement programs 
that all agencies have established at my request.

In addition to actions taken by individual departments and agencies 
to improve their organizations and to obtain greater operating econ
omies, improvements of a Government-wide nature are also being 
made. Of major significance are those in the Government’s fiscal 
operations, made under the joint accounting program being conducted 
by the Comptroller General of the United States, the Secretary of the 
Treasury, and the Director of the Bureau of the Budget in collabora
tion with all other agencies of the Government. That program, 
greatly advanced by the enactment of the Budget and Accounting 
Procedures Act of 1950, is directed mainly at providing full, accurate 
and timely financial information concerning the operations of the 
Government. This will enable Government officials to carry out their * 
functions more effectively and economically, and will provide the tax
payer with better information as to where and how the tax dollar is 
spent.

Programs throughout the Government chiefly concerned with the 
collection of statistical data and economic analysis have also been re
viewed as recommended by the Task Force on Statistical Agencies to 
the Commission on Organization of the Executive Branch of the Gov
ernment. The objective of this appraisal was to avoid overlapping 
and duplication in statistical programs and to eliminate unnecessary 
expenditures. The Budget recommendations for these activities are 
designed particularly to develop an orderly Government-wide pro
gram which will meet at minimum costs the new requirements for 
economic information imposed by the security effort.

It is my intention to maintain a vigorous program for the improve
ment of Government management on all fronts. During the coming 
year I shall continue to make improvements in the mobilization agen
cies under the authority of the Defense Production Act. Under the 
Reorganization Act of 1949,1 have already submitted to the Congress 
a plan to strengthen the Bureau of Internal Revenue. I expect to 
propose to the Congress additional reorganization plans, as well as to 
recommend legislation for administrative changes. A number of the 
recommendations of the Commission on Organization of the Executive 
Branch of the Government which require legislation have not yet been
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acted upon by the Congress. I urge the Congress to review those 
recommendations and act on the ones which are still applicable and 
which will contribute to the more effective administration of the 
Government.

This Budget represents the program I am recommending for promot
ing peace and safeguarding security.

In the current world crisis, the price of peace is preparedness. In 
terms of the sacrifices which this involves, it is a heavy price, but when 
freedom is at stake, it is a price which all of us will gladly pay.

It is my hope— and I know this hope is shared by all the peoples of 
the world— that we can some day cast off the heavy burden of arma
ments and devote our full energies to fighting the only war in which 
all mankind can be victorious— the war against poverty, disease, and 
human misery.

This Nation will continue to do everything in its power to trans
form that hope into reality.

Jan u ary  21, 1952.
H a r r y  S. T r u m a n .
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To the Congress oi the United States:
I am transmitting, with this Message, the Budget o f the United 

States Governm ent for the fiscal year ending June 30, 1954.

This Budget represents m y judgm ent as to the amount o f funds 
needed to carry forward our programs for the security and welfare o f 
our people and for world peace. It  is based, like all those I  have 
transmitted in previous years, on the policy that the Government 
should undertake to do only what is essential for the safety and well
being o f the N ation, and that what must be done should be done in 
the most efficient manner.

This Budget has been prepared under unique circumstances. It  is 
the first Budget since the adoption of the Twentieth Amendm ent to the 
Constitution to be presented to the Congress b y  a President who will 
leave office a few  days after its transmission. M y  successor will be 
inaugurated as President on January 20. His will be the Executive 
responsibility during the time when this Budget is being considered 
b y  the Congress, and his will be the responsibility for the adminis
tration of Federal programs for the period o f time covered b y  this 
Budget. I  have done all in m y power to ease the problems of transition 
to the new administration, including informing the President-elect, 
through a representative of his choice, o f the background and consider
ations which have entered into the preparation o f this Budget. 
However, I wish to make it clear that neither m y successor in office nor 
any of his staff has participated in the decisions herein represented. 
The President-elect has no responsibility for the amounts included in 
this Budget, and will be entirely free, o f course, to propose changes in 
them.

Because of the particular circumstances, there is one significant 
difference between this Budget and others I  have transmitted. In 
previous years, the Budget estimates have included the cost o f new 
legislation which I  recommended to the Congress. Such a practice is 
a sound rule for Federal budgeting. This year, however, I  am not 
transmitting specific proposals for new legislation. A ccordingly, the 
usual estimates o f the fiscal effects o f such legislation are not included. 
For example, neither estimated expenditures for aid to medical 
education nor estimated receipts from increased postal rates are 
included. I  still support these and certain other legislative proposals 
as strongly as ever, but since I  will not be in office during the fiscal 
year 1954, I  do not think it proper for me to transmit specific new

m5
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legislative proposals or to budget for them. H owever, funds are 
included in this Budget to carry forward certain activities already 
under w ay which will require renewed legislative au fchority to continue 
into the next fiscal year, such as the programs under the M utual 
Security A ct and the Defense Production A ct.

In  this Budget, I  am recommending that the Congress enact 72.9 
billion dollars in new authority to incur financial obligations during 
the fiscal year 1954. Total expenditures, from  these funds and from  
balances o f authorizations previously enacted, are estimated at 78.6 
billion dollars. Receipts under present tax laws, which provide for 
the expiration o f some of the post-Korean tax increases, are estimated 
at 68.7 billion dollars. On this basis, the deficit is estimated at 9.9 
billion dollars. The following table shows the Budget totals for the 
five fiscal years 1950 through 1954.

B U D G E T  TO T A L S  

[Fiscal years. In billions]

1950
actual

1951
actual

1952
actual

1953
estimated

1954
estimated

New authority to incur obligations___________________ $50.2 $84.1 $92.9 $80.8 $72.9

Expenditures______________ ________ - _______ __________ 40.1 44.6 66.1 74.6 78.6
Receipts (under existing tax laws).................................... 37.0 48.1 62.1 68.7 68.7

Deficit (—) or surplus ( + ) ............................ ........... -3 .1 + 3.5 - 4 .0 - 5 .9 - 9 .9

These figures show very clearly the budgetary im pact o f the 
defense m obilization program on which we embarked after the com 
munist aggression in K orea in June 1950. This program required, 
am ong other things, that we increase our active m ilitary forces b y  
about two million men and women, equip those larger forces with 
new and im proved weapons, and maintain them for an indefinite 
period. These were steps judged necessary not only to carry out the 
com m itm ent we undertook in Korea, but also to increase our defense 
preparedness in the light o f the continuing possibility o f fighting on 
a m uch larger scale. W e are now well along in this program . Our 
armed forces have long since reached the level o f 3.6 m illion; the 
initial equipment to outfit them has been ordered, and m uch o f it 
has been delivered.

N ew  obligational authority, primarily to finance the purchase of 
m ilitary weapons and equipment, rose sharply after the attack on 
K orea and reached a peak of 92.9 billion dollars in the fiscal year 1952. 
Since then, new obligational authority has been declining. The
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amount recommended for the fiscal year 1954 is 20 billion dollars 
less than the amount enacted for 1952.

Although new obligational authority is declining, expenditures are 
still rising. This is due to the long lead-time involved in the procure
ment o f military equipment— the time required to design, produce, 
test, and deliver such com plex items as planes, tanks, ships, and guns, 
after contracts are let. Because o f this long lead-time, most items of 
m ilitary equipment are not usually delivered and com pletely paid for 
until two or sometimes three years after they are ordered.

Each year from  1951 through 1953, new obligational authority has 
exceeded expenditures, because new obligational authority represented 
for the m ost part orders being placed, and expenditures represented 
for the most part payments for goods being delivered. In  the fiscal 
year 1954, fewer orders will be placed, but more goods will be de
livered. As a result, expenditures are expected to exceed new 
obligational authority for the first time since before Korea.

Under our present defense program, military expenditures are ex
pected to reach their peak in the fiscal year 1954 and to start declin
ing in subsequent years. I f our armed forces are stabilized at their 
presently approved goals and if no new aggressions occur, new obli
gational authority and expenditures m ay be expected to level off 
in future years at the amounts necessary to maintain these forces and 
to replace current equipment with new and better items as they are 
developed. It  is difficult to forecast with any precision the amount 
by  which total Federal expenditures m ay be expected to drop in 
future years under these assumptions, but it m ay be in the neighbor
hood of 15 billion dollars. In m y judgment, however, a drop of this 
magnitude cannot be expected for at least tw o or three years.

B U D G E T  E X P E N D I T U R E S

This Budget is dominated, as the last three have been, b y  the cost 
of national security. A bout 73 percent of all Budget expenditures 
in the fiscal year 1954 will be for six m ajor national security programs—  
military services, international security and foreign relations, the 
developm ent o f atom ic energy, the prom otion o f defense production 
and econom ic stabilization, civil defense, and merchant marine activi
ties. In  the fiscal year 1954 these programs will cost approximately 
57.3 billion dollars.

A n additional 14 percent of Budget expenditures in 1954 will be 
for interest and for veterans’ services and benefits. These expendi
tures, which will amount to approximately 11 billion dollars, repre
sent for the most part a continuing cost of W orld W ar I I ; in addition,
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they include the costs of services and benefits for the growing number 
of veterans of the fighting in Korea,

The remaining J.3 percent, or 10.3 billion dollars, will be for all 
other activities of the Government. Some of these activities— such as 
the port security program of the Coast Guard and the internal security 
program of the Federal Bureau of Investigation— have a direct 
bearing on our national security. Others— such as our programs for 
agriculture, housing and com m unity development, education and 
general research, labor, social security, welfare, and health— help to 
assure our continued social and econom ic progress and to strengthen 
the N ation for the long, hard period of world tension that lies ahead of 
us. Still others represent basic functions o f Government, such as 
making and enforcing the laws, collecting taxes, and maintaining 
Federal records and property.

As the following table indicates, expenditures for m ajor national 
security programs not only dominate this Budget, but also account 
for m ost of the increase in total Budget expenditures since 1950, the 
last full fiscal year before the attack on Korea.

B U D G E T  E X P E N D IT U R E S  

[Fiscal years. In billions]

Program 1950
actual

1951
actual

1952
actual

1953
estimated

1954
estimated

Major national security______________ _____ ______ _____
Veterans' services and benefits.____ __________________
Interest__________________________________ _____ ________

$17.8
6.6
5.8
9.6

+ .3

$26.4
5.3
5.7
7.9

- . 7

$47.2
4.9
5.9 
9.0

- . 9

$53.2
4.5
6.5 

10.4

$57.3
4.6
6.4

10.3Other_______________________________________________ _
Adjustment to daily Treasury statem ent-.-..............

Total............ ............................................... ..................... 40.1 44.6 66.1 74.6 78.6

E X P E N D I T U R E  P O L I C Y

In  the preparation of this Budget, every Governm ent program—  
including those directly concerned with national security— has been 
reviewed in the light o f the current outlook for international develop
ments, in the light of the heavy tax burden, and in the light of the 
long-term  needs o f the Nation. The recommended estimates reflect 
our constant effort to adjust expenditure programs to make sure they 
are at the minimum level consistent with our national objectives. 
Proposals for m ilitary procurement, for example, reflect our policy 
o f  relying, wherever possible, on a continuing flow o f weapons and 
equipment from  production lines, rather than on the accum ulation o f 
large inventories o f reserve stocks.
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Increased funds have been included in this Budget only for those 
programs where, in m y judgment, a clear and definite need exists 
that cannot be longer deferred without impairing the public interest. 
In the case o f several regulatory agencies, such as the Interstate Com 
merce Commission, the Federal Trade Commission, the Securities and 
Exchange Commission, and the Federal Communications Commis
sion, earlier cutbacks were so severe that steps have been taken in 
this Budget to restore some of them. Even in these instances, how
ever, the policies have been strict. Funds have been provided for 
handling increased workloads or backlogs of unfinished work only 
when failure to do so would result in delays which would have to be 
made up later at an even greater expense, or in a serious impairment 
o f an agency’s ability to carry out the responsibilities assigned to it 
by  law. It would be shortsighted to do less.

Because of the overriding requirements o f the national security 
programs, m any important Government services to businessmen, 
farmers, and the public at large have been held, in recent years, to 
levels below those justified by  our growing population and expanding 
econom y. Rising prices have also increased the cost of Government 
and have reduced the actual service to the public per dollar spent 
just as they have reduced the purchasing power of private individuals 
and firms. W hen defense spending has declined, we must bring these 
services to levels consistent with the long-range development o f the 
Nation and its resources.

The recommended appropriations anticipate increases in efficiency 
resulting from reorganizations, improved management procedures, and 
better programing of the work to be done. Substantial progress has 
been made in strengthening Federal management in the last few years 
so as to get more work done at less cost. This progress is reflected in 
this Budget, and will continue to be a factor in future Budgets.

Government organization and procedures are not static. They must 
be continually reviewed and modernized in order to adapt the machin
ery of Government to its current tasks. An examination o f needed 
actions to improve Government organization and management is now 
a regular and continuing part of the process of preparing and adminis
tering the Federal Budget. Reorganization plans transmitted under 
the Reorganization A ct o f 1949 have made a number o f far-reaching 
improvements in providing officials o f the executive branch with 
more effective organization and more adequate authority to do their 
jobs. I  believe it will be found to be m ost desirable to extend the 
authority in that act, which expires April 1, 1953, as one of the steps 
needed to assure continued progress in increasing the efficiency with 
which the executive branch is managed.
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T A X  P O L I C Y

I  have always held that the Governm ent's fiscal policy should aim 
at prom oting the stable growth of our econom y. This means that 
norm ally in times of high em ploym ent and rising national incom e the 
Federal Governm ent should operate with a balanced Budget.

In  the years following the end of W orld W ar II, when the econom y 
was operating at a full-em ploym ent level, m y Budget Messages called 
for balanced budgets and debt reduction. During the four fiscal 
years 1947 through 1950, the Government had an over-all net surplus 
o f 4.3 billion dollars.

A fter the outbreak of hostilities in Korea, I  recommended that we 
finance our rearmament effort on a pay-as-we-go basis. In  response 
to m y recommendations, the Congress raised tax rates in 1950 and 
again in 1951. These tax increases were substantial. They helped 
produce a Budget surplus in the fiscal year 1951, but they have not 
m et our subsequent revenue requirements. The fiscal year 1952 
ended with a deficit o f 4 billion dollars. A  deficit o f 5.9 billion dollars 
is now estimated for the current fiscal year. A n even larger deficit, 
9.9 billion dollars, is estimated for the fiscal year 1954.

Under present law, a number of the tax increases enacted in 1950 
and 1951 will terminate in 1953 and 1954. The excess profits tax on 
corporations is scheduled to expire on June 30, 1953. Under the 
Revenue A ct of 1951, the rate increases on individuals' income will 
terminate on Decem ber 31, 1953, and the increases in normal rates 
on corporations' income will expire on M arch 31, 1954. Virtually all 
o f the excise tax rate increases under this act will also expire on M arch 
31, 1954. The purpose of the Congress in setting termination dates 
was to assure early review of the tax increases enacted after Korea. 
Responsibility for this review falls on this session of the Congress.

I f the increases are allowed to expire as scheduled, the Governm ent 
will lose about 2 billion dollars in revenue in the fiscal year 1954. 
The full effect of the expirations will be an annual revenue loss of 
approximately four times this amount.

The continuing increase in expenditures for national security and 
the prospect of a substantial deficit in the fiscal year 1954 pose an 
immediate and serious problem in tax policy. W hile I do not wish 
to make any specific recommendations, I  do wish to make it clear 
that in m y judgment it would not be wise to plan for a large Budget 
deficit during a period when business activity, civilian employment, 
and national income are reaching unprecedented heights. The course 
of prudence and wisdom would be to continue to strive for a balanced 
Budget and a pay-as-we-go policy in our rearmament program.
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In its consideration of the level o f tax rates, I  hope the Congress 
will also give serious consideration to improving the equity of the tax 
system. The injustices and loss of revenue arising out of loopholes 
in the tax laws should be eliminated. Confidence in the equity of 
tax laws is essential in a democracy.

B U D G E T  R E C E I P T S

The following table shows the source o f estimated Budget receipts 
for the fiscal year 1954, com pared to revised estimates o f receipts for 
the current fiscal year and actual receipts for the fiscal year 1952. 
The estimates for 1954 are based on present tax laws.

B U D G E T  R E C E IP T S

[Fiscal years. In millions]

Item 1952
actual

1953
estimated

1954
estimated

Direct taxes on individuals:
Individual income taxes_______________________________ ____________ $29,880 

833
$33,551 

895
$33,394 

940Estate and gift taxes____________________________________ _______ ___
Direct taxes on corporations: Income and excess profits taxes_______ 21, 467 

8,893 
550

23,700 
9,795 

590

23,300 
9,869Excises____________________________________________________ •_______

Customs___________ _____ _________ _______ __________________________ 590
Employment taxes:

Federal Insurance Contributions Act______ _____________________ 3,569 
259 
735

4,000
271
650

4,298
280
660

Federal Unemployment Tax Act_______ ___________ ______________
Railroad Retirement Tax Act_________________________________  __
Railroad Unemployment Insurance Act__________________________ 10 U U

Miscellaneous receipts_____________________________________________ 1,803 1,745

—4,000 
-2 ,5 1 1

2,180
Deduct:

Appropriation to Federal old-age and survivors insurance trust 
fund______________________________________________________________ -3 ,5 6 9  

-2 ,3 0 2
-4 ,2 9 8  
—2,559Refunds of receipts_________________________________________________

Budget receipts________________ ______ ___________________________ 62,128 68,697 68,665

B O R R O W I N G  A N D  T H E  P U B L I C  D E B T

On the basis of the present fiscal outlook and existing tax laws, the 
public debt is expected to increase from 259 billion dollars at the 
beginning of the current fiscal year to about 264 billion dollars by 
June 30, 1953, and 274 billion dollars by  June 30, 1954.

Last spring substantial revisions both from the standpoint of in
creased rate and increased intermediate yields were announced in the 
savings bond program, designed to put these widely held issues on a 
basis more nearly comparable with alternative investments. Holders 
of almost three-quarters of the maturing savings bonds are taking 
advantage of the new arrangements under which interest continues 
to accrue on bonds not presented for cash redemption at maturity.
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E X P E N D I T U R E S  A N D  A U T H O R I Z A T I O N S  B Y  M A J O R  F U N C T I O N

The following table shows estimated expenditures and recommended 
new obligational authority for the fiscal year 1954, classified by  m ajor 
function. It  also compares estimated expenditures in the fiscal year
1954 with revised estimates for the current fiscal year and with actual 
expenditures in 1952. A  more detailed breakdown of expenditures 
and new obligational authority by  m ajor function is contained in 
Special Analysis B , in part IV  of this document.

E X P E N D IT U R E S  A N D  A U T H O R IZ A T IO N S B Y  M AJO R  F U N C T IO N

[Fiscal years. In millions]

Function

Expenditures Recom
mended new 
obligational 

authority 
for 1954

1952
actual

1953
estimated

1954
estimated

Military services______________________________________________ $39, 727 $44,380 $46,296 $41,535
International security and foreign relations_________________ 5,268 6,035 7,861 8,011
Finance, commerce, and industry___________________________ 241 458 275 88
Transportation and communication____ ____________________ 1,923 2,056 2,016 2,061
Natural resources___________ _________ ________________ __ 2, 948 3,370 4,097 3,459
Agriculture and agricultural resources_______________________ 1,045 1,943 1,827 1,455
Labor _________ _________________  ___________________ ______ 243 252 268 278
Housing and community development____________________ . 735 757 509 691
Education and general research______________________________ 171 272 288 177
Social security, welfare, and health__________________________ 2,491 2, 594 2, 579 2, 563
Veterans’ services and benefits_________  ____________________ 4,863 4,546 4,564 4,617
General government___________________ _____ _________________ 1,411 1,385 1,547 1,478
Interest________________________ _______________________________ 5,934 6,520 6,420 6, 420
Reserve for contingencies____________  _____________________ 25 40 50
Adjustment to daily Treasury statem ent-____ _____ _______ -8 5 5

Total______________________ ______ ______________________ 66,145 74,593 78, 587 72,883

The estimates for 1954 include several hundreds of millions o f dol
lars of receipts, authorizations, and expenditures relating to foreign 
credits and currencies for which no comparable figures appear in the
1952 and 1953 totals.

Until now foreign credits and currencies have been available to 
certain agencies without the normal processes of budgeting. R ecent 
legislation requires that foreign credits be budgeted and reported in 
the same manner as regular funds of the Government. This step is 
desirable in order to obtain adequate control over the use of such 
credits, to prom ote effective utilization of the foreign credits on hand 
or otherwise available in lieu of dollars, and to make full disclosure of 
the Governm ent’s financial operations in the Budget totals.

Accordingly, this Budget includes appropriation estimates for the 
dollar equivalent of the agencies’ estimated use of foreign currencies 
in 1954. The appropriations would be used to purchase foreign
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currencies from the Treasury as they are required for expenditure. 
These transactions will add the same amount to both Budget receipts 
and expenditures, and will therefore have no effect on the deficit.

MILITARY SERVICES

This year we are budgeting for the fourth fiscal year following the 
attack on Korea. During the past 30 months, we and our allies of 
the United Nations have been fighting and holding the communist 
aggressors. In addition, we have been expanding our armed forces 
toward larger goals— 21 Army divisions, 3 Marine divisions, a Navy  
of 408 combatant ships with air support, and an Air Force of 143 
wings. This is an expensive program, but our national security 
depends on it. W e cannot afford to lower these goals until the free 
world is secure against the communist menace.

In order to appraise properly the budgetary impact of our rear
mament program, it is necessary to examine the four fiscal years 1951 
through 1954 as a single time span, and to bear in mind the relation
ship between new obligational authority and expenditures. In the 
fiscal year 1951, new obligational authority for the military functions 
of the Department of Defense totaled 48.2 billion dollars, and in 1952 
it reached 60.3 billion dollars. In the current fiscal year, it is expected 
to drop to 48.1 billion dollars, and I am recommending a further 
reduction to 41.2 billion dollars for 1954.

Because of the long lead-time involved in military procurement, 
expenditures for most types of weapons and equipment occur many 
months after the Congress has enacted the authority for their pur
chase. Thus, as a result of the 1952 peak of new obligational author
ity, expenditures are expected to reach their peak in the fiscal year
1954. If we maintain the force level I am recommending in this 
Budget, expenditures for the military functions of the Department of 
Defense should begin to decline in the fiscal year 1955 and should 
continue to decline until they reach the level required to keep our 
armed forces in a state of readiness. On the basis of present rough 
estimates, that level may be in the neighborhood of 35 to 40 billion 
dollars annually.

In addition to the military functions of the Department of Defense, 
the military services category includes certain supporting activities 
such as the stockpiling of strategic and critical materials, the research 
programs of the National Advisory Committee for Aeronautics, and 
the Selective Service System. Expenditures for all programs in the 
military services category are estimated at 46.3 billion dollars in the 
fiscal year 1954. This is an increase of 1.9 billion dollars over 1953 
and 6.6 billion dollars over 1952.
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M IL IT A R Y  SERVICES 

[Fiscal years. In billions]

New obligational authority Expenditures

Cost category, program, or agency
1951

actual
1952

actual
1953
esti

mated

1954
esti

mated
1951

actual
1952

actual
1953
esti

mated

1954
esti

mated

Department o f Defense, military 
functions:

Military personnel ______ ______ $8.4 $10.8 $11.6 $11.7 $7.0 $11.0 $11.4 $11.2
Operation and maintenance____ 11.1 12.4 11.1 10.3 5.4 12.2 9.8 10.6
Major procurement and produc

tion. _----- ---------- --------------------- (22. 8) (29.2) (19.8) (14.2) (4.9) (11. 0) (16.5) (17.4)
Aircraft ___________________ 10.1 14.9 13.8 8.2 2.4 5.4 7.4 8.7
Ships___________ ___________ .8 1.9 .7 1.1 .4 .6 .9 1.0
Other______________________ 11.9 12.4 5.3 4.9 2.1 5.0 8.2 7.7

Military construction___________ 2.4 4.0 2.3 .7 .4 1.8 2.3 2.7
Civilian components___________ .8 .7 .7 .9 .5 .6 .7 .8
Research and development_____ 1.2 1.5 1.7 1.8 .7 1.1 1.4 1.6
Industrial mobilization____ ____ .3 .2 .1 .6 .2 .2 .1 .1
Department-wide activities_____ 1.2 1.5 .8 1.0 .6 1.0 1.0 1.0

Subtotal....... ............ ........... ....... 48.2 60.3 48.1 41.2 19.7 38.9 43.2 45.4
Activities supporting military serv

ices:
Stockpiling of strategic and criti

cal materials__________________ 2.9 .6 .1 .2 .7 .8 1.1 .9
O ther............................................... .1 .1 .1 .1 .1 0) .1 0)

Total..................... .......... .........- 51.2 61.0 48.3 41.5 20.5 39.7 44.4 46.3

* Less than 50 million dollars.

Military personnel.— Expenditures for military personnel are for the 
pay, subsistence, clothing, and transportation of our armed forces. 
This Budget provides for an average strength of more than 3.6 million 
service men and women, an increase of more than 2.1 million since the 
beginning of the Korean conflict and slightly above the average 
provided for in the 1953 Budget.

Despite the slight increase in average strength, expenditures for 
military personnel in the fiscal year 1954 are expected to be 200 million 
dollars less than in 1953 since expenditures in 1953 include outlays 
for retroactive combat-duty pay and mustering-out pay.

As a result of two amendments to the 1953 Department of Defense 
Appropriation Act placing percentage limitations on officer grades 
and restricting the retirement of officers, the Department has been 
unable to administer our military personnel program in the best in
terests of the Government and the men. One amendment, which 
limits the proportion of officers of each rank, unduly restricts the 
flexibility of the services in assigning rank commensurate with respon
sibility. Apparently intended to slow down promotions of officers
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in the higher ranks, it has had its greatest impact on those in the lower 
ranks. The second amendment discourages the voluntary retirement 
of certain officers when it might be in the best long-run interests of both 
the Government and the officers to encourage some of these retire
ments. It has the damaging long-range effect of limiting the number 
of career-minded young junior officers from whom we must draw our 
future military leaders and on whom we must depend for the future 
effectiveness of our military forces. While I am in sympathy with 
the basic purpose of these two amendments, I believe they are doing 
more harm than good. Therefore, I believe they should be repealed 
as soon as possible.

Operation and maintenance.— To operate and maintain the divisions, 
ships, and aircraft of our military establishment in the fiscal year 
1954, I am recommending 10.3 billion dollars in new obligational 
authority. This is 800 million dollars less than the amount estimated 
for 1953, and 2.1 billion dollars less than the amount enacted for
1952. The decline is due primarily to the fact that the Congress has 
already provided a large part of the funds needed to fill the pipeline 
for supplying our expanded forces, to complete the rehabilitation of 
our military installations, and to purchase a mobilization reserve' of 
spare parts and soft goods. Expenditures for operation and main
tenance are estimated at 10.6 billion dollars, which is 800 million 
dollars more than the estimate for 1953. The 1954 estimate makes 
no specific allowance for additional costs that would result from the 
continuation of combat operations in Korea.

Major procurement and production.— The Congress has already 
authorized most of the funds needed initially to purchase aircraft, 
ships, vehicles, artillery, weapons, ammunition, guided missiles, 
electronics, and other major items of military equipment for our de
fense buildup. A  large part of this equipment has been placed on 
order and is in production. Deliveries are increasing substantially. 
However, additional funds are required to bring us closer to our 
armed force goals and to replace weapons and equipment that are 
worn out, obsolescent, or destroyed or consumed in battle.

In this Budget I am recommending 14.2 billion dollars of new obli
gational authority for major procurement and production, compared 
with 19.8 billion dollars estimated for 1953 and 29.2 billion dollars 
enacted for 1952. About 58 percent of my 1954 recommendation is 
for aircraft, about 34 percent is for artillery, ammunition, and other 
major items, and nearly 8 percent is for shipbuilding.

Expenditures for major procurement and production, which largely 
reflect deliveries, are expected to reach a peak of 17.4 billion dollars
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in the fiscal year 1954. Under our present production plans, they 
should thereafter begin to decline gradually toward the level necessary 
to keep our armed forces equipped with modern weapons.

In this Budget, as in the 1953 Budget, maximum reliance is placed 
on maintaining a continuing flow of production along with the ability 
to expand that production rapidly if necessary, rather than on the 
accumulation of large reserves of weapons and equipment. In gen
eral, the production of reserve stocks for full mobilization is scheduled 
at the minimum rate which would preserve as many of our existing 
military production lines as possible in operation for a long period in 
the future. A  noteworthy exception to the application of this general 
principle is ammunition, for which additional funds may be required 
in the spring of 1953 unless it becomes clear that combat consumption 
will cease during the calendar year.

Military construction.— To properly house, train, supply, and deploy 
our expanded military forces, it has been necessary to repair, rehabili
tate, and construct military installations from which our forces 
operate. For the three fiscal years 1951 through 1953, Congress has 
enacted 8.7 billion dollars of new obligational authority for this 
purpose. An additional 700 million dollars is recommended in this 
Budget for building projects which have already been authorized by 
the Congress, but for which funds have not yet been provided. Almost 
all of this 700 million dollars is for Air Force bases in the United States 
and overseas. Nearly 60 percent of the post-Korean military con
struction program has been for Air Force operating biases here and 
abroad. These are necessary to accommodate the increased number 
of air wings which are being formed. The problem of the need for 
additional authorizations is being studied by the Department of 
Defense.

Although the new obligational authority recommended for 1954 is 
considerably below the amount enacted in each of the preceding three 
years, expenditures for military construction are expected to rise from
2.3 billion dollars in the current fiscal year to 2.7 billion dollars in 1954 
as work already under way nears completion.

Civilian components.— The civilian components of the armed forces 
consist of the Organized Reserve, the Arm y National Guard, the Air 
National Guard, and the Reserve Officers’ Training Corps. These 
units provide the trained nucleus around which a rapid expansion of 
our active military forces could be accomplished in a minimum time. 
This Budget provides for an increase in the strength of our civilian 
components receiving drill pay from 845,000 at the end of the fiscal 
year 1953 to 978,000 at the end of the fiscal year 1954, because an
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increasing number of men who are released from active service are 
becoming members of the civilian components.

Research and development.— As a result of research and development 
work done in the past few years, our forces are now being equipped 
with many new types of weapons and equipment far superior to those 
of World W ar II. Additional new and improved weapons are now 
going into production, and we are making intensive efforts to perfect 
still others which will contribute directly to our military strength in 
the years immediately ahead. These new developments will eventu
ally give our forces capabilities far beyond those of the present. 
Advances in almost every field of science are being applied to weapons 
and techniques of warfare. These developments are complex and 
costly, and the time required to translate new ideas into practical 
military weapons is long. Our gratification in the progress we are 
making must be sobered by the realization that parallel developments 
are undoubtedly under way behind the Iron Curtain.

Expenditures of the Department of Defense for research and devel
opment are estimated at 1.6 billion dollars in 1954, an increase of 200 
million dollars over 1953.

Industrial mobilization.■— The industrial mobilization activities of 
the Department of Defense include (1) the maintenance of reserve 
industrial plants and tools, (2) engineering and management studies 
to improve manufacturing methods and to reduce the quantities of 
the scarce critical materials now being used, and (3) mobilization 
planning in conjunction with other agencies to insure the availability 
of industrial capacity which can be expanded to meet the requirements 
of total mobilization. All of these programs are essential to the main
tenance of a strong mobilization base.

Since Korea, our military procurement program has added to our 
mobilization base, and the need for separate industrial mobilization 
activities has thereby been reduced. However, there are still de
ficiencies in our capacity to swing rapidly into full-scale production 
of the military items needed in wartime. A study is now being made 
to determine the nature and extent of these deficiencies.

For the purpose of filling such gaps in the mobilization base, I am 
recommending that 500 million dollars be appropriated to the D e
partment of Defense to purchase the plants, tools, and productive 
facilities that would be needed. M ost of this fund will be used to 
acquire tools and facilities beyond those needed for currently planned 
procurement. The requested amount will be adequate for the first 
year, but additional amounts may be needed later.
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A  second problem of industrial readiness concerns the maintenance 
of existing elements of the mobilization base. As the production and 
procurement of military equipment decline during or after the fiscal 
year 1954, a part of the expanded capacity for producing military 
items will be converted to civilian production, or otherwise disappear 
from the mobilization base. Steps should therefore be taken to pre
vent such loss. The cost of acquiring these facilities will be borne 
by this new fund in an amount not to exceed 100 million dollars as 
well as by regular appropriations to the Department of Defense.

It  should be made clear that present legislative authority, and the 
funds herein requested, will not meet the needs of the mobilization 
base outside the capacity which is directly related to the production 
of military items. For other elements of the base, such as certain 
kinds of basic industrial facilities, new legislation and funds may be 
needed.

Stockpiling.— During the fiscal year 1954, it is estimated that nearly 
900 million dollars worth of strategic and critical materials will be 
added to our stockpile. B y  the end of 1954 our stockpile inventory 
will be valued at 5.5 billion dollars in June 1952 prices. This is more 
than double the value of our stockpile inventory at the end of the 
fiscal year 1950, and represents nearly 75 percent of our total objective, 
which amounts to 7.4 billion dollars.

INTERNATIONAL SECURITY AND FOREIGN RELATIONS

The Budget recommendations for international security and foreign 
relations are designed to further the common effort of the United 
States and other free nations to establish the foundations for lasting 
peace and security. In this joint undertaking, we are helping our 
allies to build the strength needed by them and by us to resist the 
forces which jeopardize the peace and threaten our security. If this 
aid is to be effective, it must meet the particular and most urgent 
needs of each individual country. In some instances, it consists 
largely of the weapons necessary for the expansion of military 
strength. In others, it takes the form of goods, services, and the 
technical skills needed to help millions of people in their struggle 
against poverty, disease, and starvation— conditions which create 
unrest and invite subversion. B y providing this assistance, we are 
helping ourselves just as much as we are helping our allies. When the 
members of a flood-threatened community join together to build a 
dike, each man’s effort helps to protect his own house as well as his 
neighbor’s.

During the past two years, under the mutual security program, we 
have made significant progress in helping our allies to achieve greater
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military strength, economic growth, and political stability. I am 
confident that the Congress, by extending the Mutual Security Act, 
will make it possible to continue this progress.

The magnitude and duration of future grant aid programs, and the 
attainment of the long range objectives of our foreign economic policy, 
will depend on the success of efforts to increase the level of United 
States imports, and United States private and public investment 
abroad.

IN T E R N A T IO N A L  SE C U R IT Y  A N D  FO R E IG N  R ELA TIO N S 

[ Fiscal years. In millions]

E

1952
actual

Ixpenditun

1953
estimated

iS

1954
estimated

Recom
mended new 
obligational 
authority 

for 1954

Military and economic assistance:
Present programs_____________________________________ $5,026

99
143

$5,775

101
159

$5,559 
2,000

123
179

$89
7,600

135
187

Mutual security program (proposed legislation).............
Conduct of foreign affairs:

Overseas information and education, including acquisi
tion and construction of radio facilities______________

Participation in international organizations and other.-

Total________________________ ___________ __________ 5,268 6,035 7,861 8,011

Military and economic assistance.— This Budget includes 7.6 billion 
dollars in new obligational authority for the mutual security program, 
1.1 billion dollars more than the Congress enacted for the fiscal year
1953. This increase is required primarily because of the urgent need to 
help our allies meet certain critical deficiencies in equipment and 
supplies for their armed forces. Another factor is the necessity 
of expanding our efforts to deal with critical economic problems in 
the underdeveloped areas of the world.

As of November 1, 1952, we had shipped to our allies more than
3 billion dollars worth of weapons and military equipment, including 
17,230 tanks and combat vehicles, 92,700 military transport vehicles, 
1,403,213 small arms and machine guns, 19,843 artillery pieces for the 
ground forces, 432 naval vessels, and 2,673 aircraft. Deliveries are 
rising, and in the fiscal year 1954 are expected to rise still further.

In Europe, economic assistance has been an indispensable factor in 
expanding military forces. In the underdeveloped areas of the world, 
our economic and technical assistance has been an important element 
in helping to raise food production, improve health standards, and in
crease the technical knowledge needed to build stronger economic and 
political institutions.
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Aid to Europe.— During the fiscal year 1954 our aid will enable the 
North Atlantic Treaty Organization to improve the combat effective
ness and increase the size of present land, naval, and air forces. A  
year ago, firm goals for December 1952 were set at 50 divisions, 4,000 
front line operating aircraft, and 1,600 naval vessels. These goals are 
now being reviewed by the North Atlantic Treaty Organization in 
Paris.

As new units are added to the growing defense budgets of our N A T O  
allies it becomes increasingly important to weigh carefully the added 
military strength achieved against the new economic burden which is 
incurred. European defense expenditures have more than doubled 
since Korea and are continuing to increase. In spite of this effort, the 
European nations are still unable to provide and maintain, out of their 
own resources, all the complex and expensive modern weapons required 
by their armed forces. The mutual security program helps to provide 
the crucial margin of resources they need.

An increasing volume of the required weapons and equipment is 
being purchased in Europe under United States contract. This off
shore procurement is essential to the expansion of military production 
capacity in Europe. Such capacity will not only increase the ability 
of our European allies to provide their own weapons in the years 
ahead, but also will support prolonged combat operations in the event 
of aggression. During the fiscal year 1952, contracts for offshore 
procurement totaled 621 million dollars. In the current fiscal year, 
this amount is expected to nearly double. This Budget assumes a 
further increase in the fiscal year 1954.

Economic aid will be needed by several European countries. 
France will need this type of assistance in order to meet her N A T O  
commitments and still continue her fight against the communist 
guerrillas in Indochina. The United Kingdom also will need eco
nomic assistance to carry forward her expanded defense effort in the 
face of a severe drain on her dollar reserves. Some economic aid also 
will be needed by other European nations to enable them to fill critical 
gaps in the N A T O  defenses.

Assistance to other areas ojthejree world.— In areas outside of Europe 
there are many friendly nations, containing nearly half of the earth’s 
population and much of its material wealth, which are struggling 
against conditions that threaten their continued existence as free 
nations. Our economic and technical assistance is helping the people 
of these nations to help themselves— to develop the economic and 
political strength required to combat the threat of communist im
perialism. Where necessary, we are also supplying military aid to
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help these nations resist aggression and thereby secure time for the 
economic changes which will make them less vulnerable to subversion.

In the Middle East, we are assisting in the relief of Arab refugees 
through our contribution to the United Nations refugee agency. 
Point Four technical assistance is being provided most countries in 
the Middle East to help them expand and strengthen their economies. 
In some instances, notably Israel and certain Arab states, this tech
nical assistance is supplemented by limited economic aid.

In Indochina, our military assistance has been a crucial factor in 
strengthening the troops of France and the Associated States of Viet 
Nam , Laos, and Cambodia in their fight against a powerful, com
munist-led revolt. The security of the island of Formosa has been 
markedly increased. The communist-led uprising in the Philippines 
has been reduced to small proportions through the energetic efforts 
of the Philippine Government, aided by United States military 
equipment. Further military assistance is needed if4 these countries 
are to continue their resistance to aggression.

Our economic assistance to India and to other nations in Asia is 
helping them to continue the progress they have already made toward 
alleviating famine and disease— the necessary first steps in their efforts 
to improve the living conditions of their peoples. These countries can 
make a vital contribution to the strength of the free world if their 
economic development programs are given the extra momentum 
which outside aid can provide.

In Latin America the United States has helped finance economic 
development mainly through loans from the Export-Import Bank. 
This area also offers attractive fields for private United States invest
ment, which in the calendar year 1951 increased by nearly 200 million 
dollars. In order to further economic development in Latin America, 
the United States has for a number of years extended technical assist
ance on a grant basis for certain projects undertaken jointly with 
Latin American governments.

Conduct of foreign affairs.— The efficient functioning of our diplo
matic and consular missions, and our extensive participation in the 
United Nations and other international organizations, constitute 
vital links in the chain of international security which we are seeking 
to forge.

Expenditures for the conduct of foreign affairs in the fiscal year 
1954 are estimated at 302 million dollars, an increase of 42 million 
dollars over the current year. This increase is due, first, to the fact 
that the dollar equivalent of foreign currencies spent by the United 
States is included in the 1954 estimate for the first time; second, to the
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added workload of investigations and clearances required by the 
Immigration and Nationality Act of 1952 in connection with the 
issuance of visas and passports in the United States and at our over
seas missions; and third, to an anticipated increase in expenditures for 
construction of overseas radio facilities for the “ Voice of America.”

I have repeatedly emphasized the importance of our overseas 
information and education program. In this Budget I am recom
mending appropriations of 135 million dollars to continue and expand 
this vital work.

FINANCE, COMMERCE, AND INDUSTRY

The vast expansion of our productive capacity which we have 
achieved since Korea would not have been possible without the 
authority granted under the Defense Production Act. To assure fur
ther progress toward our mobilization goals, I believe it is necessary to 
continue this legislation through the fiscal year 1954, including au
thority to allocate critical materials and equipment, provide incentives 
for the expansion of defense production, and stabilize prices, wages, 
and rents. No new obligational authority will be needed to provide 
financial assistance for expanding defense production, but 54 million 
dollars has been included in this Budget for administering production 
and stabilization and export controls.

M ore than 90 percent of the 1954 expenditures for finance, com
merce, and industry programs will be for the promotion of defense 
production and economic stabilization. These expenditures are 
expected to decline in 1954 as military and economic expansion goals 
are achieved.

F IN A N C E , C O M M E R C E , A N D  IN D U ST R Y  

[Fiscal years. In millions]

Program or agency

Net expenditures or net 
receipts (—)

Recom
mended 

new obliga
tional 

authority 
for 1954

1952
actual

1953
estimated

1954
estimated

Promotion o f defense production and economic stabiliza
tion:

Expansion of defense production........................................ $128 $320 $200
Production and stabilization controls and other:

Present programs_________________________________ 148 107 2
Proposed legislation_________ _________________ 4 50 $54

Business loans and guarantees (Reconstruction Finance
Corporation)_________________ _______ __________________ —37 - 4 —10

Promotion or regulation o f trade and industry.......................... 26 26 28 28
Promotion or regulation of financial institutions____________ -2 4 5 5 6

Total...................................................................................... 241 458 275 88
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Expansion oj dejense production.— Under the authority of the 
Defense Production Act and related legislation, the Government has 
offered a wide variety of incentives to private industry to expand 
defense production and to broaden the economic base for any future 
mobilization effort. Producers of aluminum, copper, machine tools, 
and other critical commodities have received long-term purchase 
commitments totaling about 3.5 billion dollars to guarantee markets 
for the output of their new facilities, and the Government has bought 
1.5 billion dollars of scarce materials for resale to private business. 
In addition, nearly 400 million dollars in loan commitments have 
been made, as well as grants for the exploration of mineral resources, 
for the subsidization of high-cost production, and for the purchase 
of equipment to be leased to defense contractors. The transactions 
already approved total about 6 billion dollars, and additional trans
actions totaling 2 billion dollars have been authorized. Since most 
of this assistance either will not involve Government expenditures or 
will be repaid, the net ultimate cost is expected to be less than 800 
million dollars. In addition, a substantial volume of private defense 
production loans have been guaranteed and large investments in 
defense facilities have been stimulated by permitting accelerated 
amortization of these investments for tax purposes.

Budget expenditures for expansion of defense production in the 
fiscal year 1954 are estimated at 200 million dollars, primarily from 
commitments already made. Since much of the planned expansion 
has been completed, new commitments are expected to decline 
substantially.

Small business.— The Small Defense Plants Administration, the 
Department of Commerce, and other Federal agencies are helping 
small businesses to make their full contribution to the defense effort. 
Under an agreement between the Small Defense Plants Administra
tion and the Department of Defense, more than 200 million dollars 
in defense contracts has already been reserved exclusively for small 
firms. The total amount of defense contracts going to small business 
is, of course, substantially larger. The Reconstruction Finance 
Corporation has made many loans to small businesses which have 
not been able to obtain private credit. Nearly 300 of these loans, 
amounting to 37 million dollars, have been made upon recommenda
tion of the Small Defense Plants Administration.

Business loans and guarantees.— New lending activity under the 
regular business loan authority of the Reconstruction Finance Cor
poration has been sharply reduced from the levels prevailing before 
Korea. The 1954 Budget assumes no significant increase in new loans.
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Accordingly, the Corporation plans to close a number of local offices, 
maintaining only small information units to provide advice and 
assistance to loan applicants.

TRANSPORTATION AND COMMUNICATION

Federal programs in the fields of transportation and communication 
are designed to help assure that these important services are adequate 
to meet the needs of a peacetime economy, as well as possible mobiliza
tion needs in the event of war. In carrying out these programs, the 
Government provides facilities and services which private enterprise 
cannot suitably supply, grants subsidies where authorized, and 
regulates economic and safety aspects of transportation and com
munications operations. In the fiscal year 1954, expenditures for 
these programs are estimated at 2 billion dollars, or 40 million dollars 
below the level for 1953. This reduction is due mainly to an expected 
decline in ship construction expenditures.

TR A N S P O R T A T IO N  A N D  C O M M U N IC A T IO N

[Fiscal years. In millions]

Program or agency

Net expenditures or net 
receipts (—)

Recom
mended 

new obliga
tional 

authority 
for 1954

1952
actual

1953
estimated

1954
estimated

Promotion of merchant marine:
Maritime Administration_____________________________ $229 $235 $150 $167
Inland Waterways Corporation________  _____________ 1

Provision of navigation aids and facilities:
Coast Guard________________________ ____ _________  __ 205 244 246 246
Corps of Engineers______________________  _________  __ 106 110 113 111
Panama Canal Company____________ ________ _______ -1 9 2 3

Provision of highways:
Bureau of Public Roads________________  _ _ _ ______ 447 573 590 628
Alaska roads and other.__ _ ________________ _____ 23 21 22 22

Promotion of aviation (Civil Aeronautics Administration) __ 170 167 178 163
Postal service (deficit)____________________________________  __ 740 666 669 669
Regulation of transportation-------  ------------------------------------- 18 17 16 16
Other services to transportation_________ . _____________ - 4 15 21 31
Regulation o f communication__________________  ___________ 7 6 8 8

Total_______ _______________________________  _____ 1,923 2,056 2,016 2,061

Merchant marine.— Through subsidies for ship construction and 
operation, the Government helps to maintain an active maritime 
industry adequate to the needs of defense and commerce. In recent 
years, this continuing subsidy program has been supplemented by  
emergency measures arising from defense mobilization needs. The 
Maritime Administration, for example, is building 35 cargo ships of
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advanced design to meet special defense requirements for high speed 
ocean transportation. This program will be largely completed during 
the fiscal year 1954. The reduction in expenditures for this emer
gency program will be partly offset by the cost of building other 
vessels which I believe should be started in the fiscal year 1954. An  
appropriation of 108 million dollars is recommended for construction 
of four passenger-cargo ships needed for commercial operation on 
essential trade routes, and an appropriation of 11 million dollars for 
the construction of a prototype high-speed tanker incorporating 
design features important for defense operations. Experience gained 
from the prototype project will enable the Maritime Administration 
to expand construction of this type of ship rapidly in the event of a 
future emergency.

Since the outbreak of hostilities in Korea, the emergency operation 
of Government-owned cargo ships by the National Shipping Authority 
has helped to overcome a world-wide shortage of shipping capacity. 
As the shortage of private capacity has eased, the Government has 
steadily withdrawn from this operation, and has returned its ships to 
inactive status in the reserve fleet. B y the end of the fiscal year 1954, 
only about 50 ships will remain in active operation under this program, 
as compared to a maximum of 538 during the fiscal year 1952. This 
Budget includes funds to maintain the reserve fleet in a condition to 
meet any future emergency.

Navigation aids and facilities.— Construction of navigation facilities 
by the Corps of Engineers is limited in this Budget to projects already 
under way, and to those which should not be deferred any longer in 
view of national defense requirements or essential civilian needs. To  
permit the efficient handling of essential water-borne traffic, fi ve new 
starts are recommended, including the Warrior River Lock and Dam  
in Alabama for the replacement of obsolete and structurally unsound 
locks, and harbor improvements at New York, Duluth-Superior, Red
wood City, California, and Portland, Maine. In addition, an exten
sion of the existing sea wall at the Galveston harbor project will be 
started to protect a highly developed urban area. These new projects 
will involve a total cost of 42 million dollars, of which an estimated
4 million dollars will be spent in the fiscal year 1954. Maintenance 
activity on existing projects is being held to minimum levels required 
to permit continued operation and prevention of excessive deteriora
tion.

Highways.— Federal assistance for highway improvement is pro
vided principally through grants to State and local governments.

2 0 0 0 0 0 — 53— — ill
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Construction activity, which had been retarded by the steel shortage 
and other factors, has expanded considerably in recent months. As 
a result, Federal-aid expenditures for highway construction are 
expected to increase from 417 million dollars in the fiscal year 1952 
to 511 million dollars in 1953, and 540 million dollars in 1954.

The level of highway grants in any given year is determined by  
legislative authorizations previously enacted by the Congress and by  
the volume of State and local construction activity on Federal-aid 
road systems. Therefore there is little control over the expenditure 
level of this program through the Budget process. For example, the 
funds included in this Budget for the fiscal year 1954 represent merely 
an estimate of the grants that will be required to meet commitments 
incurred under the Federal-Aid Highway Act of 1950. The Highway 
Act of 1952 increased the annual authorization from 500 million 
dollars to 575 million dollars and will cause expenditures to increase 
in the fiscal years 1955 and 1956.

In addition to Federal-aid highway grants, the Bureau of Public 
Roads will spend 50 million dollars in the fiscal year 1954 for other 
highway programs, such as forest highways and access roads to defense 
plants, military installations, and sources of strategic materials.

Aviation.— Despite major technological and financial gains in recent 
years, the aviation industry is still in a developmental stage, and con
tinues to need substantial Federal assistance in order to realize its full 
potential growth. Such aid is provided principally through the Federal 
airways program, grants-in-aid for airport construction, and airline 
subsidies.

In keeping with the general restriction on public works activity 
during this emergency, airport construction grants to State and local 
governments have been curtailed in recent years. W ith the continued 
growth of air traffic, serious airport inadequacies have developed. 
To permit increased Federal assistance for the most urgently needed 
projects, it is recommended that new obligational authority for this 
program be increased from the 14 million dollars enacted for the fiscal 
year 1953 to 30 million dollars for 1954.

Subsidies for airline operation are now merged with compensation 
for carrying mail, and are included in postal expenditures. However, 
recent studies by the Civil Aeronautics Board provide for the first time 
an official estimate of the cost of this subsidy program. For the 
fiscal year 1954, it is estimated that airline subsidies will amount to 
71 million dollars, or slightly more than half of the total air mail 
payments.
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Postal service.— W ith presently authorized rates, the postal deficit 
for the fiscal year 1954 is estimated at 669 million dollars, about the 
same as in 1953.

Unless postal rates are increased, the fiscal year 1954 will be the 
sixth consecutive year in which the postal deficit will exceed one-half 
billion dollars. The largest part of these deficits results from the 
grossly inadequate postal rates being charged for magazines and other 
second-class mail, and for advertising circulars and other third-class 
mail.

I have repeatedly urged the Congress to relieve the taxpayers of 
this unnecessary burden by increasing postal rates sufficiently to 
reduce the postal deficit to the cost of handling Government mail, 
airline subsidies and other items which are properly chargeable to 
general tax revenues— a cost in the neighborhood of 170 million 
dollars.

Regulation.— Recent reductions in the appropriations for the regu
latory agencies— particularly the Interstate Commerce Commission 
and the Federal Communications Commission— have seriously im
paired their ability to carry out the responsibilities assigned to them 
by law. The administrative expenditures of these agencies are small 
in relation to the importance of their activities to the Nation’s econ
omy. This Budget provides moderate increases for these agencies to 
enable them to overcome serious backlogs of pending cases, and to 
deal more effectively with emerging new problems.

NATURAL RESOURCES

Expenditures for natural resources programs in the fiscal year 1954 
are estimated at 4.1 billion dollars, an increase of 727 million dollars 
over the current fiscal year and 1.1 billion dollars over 1952. Almost 
all of this increase is in the atomic energy program, which will account 
for two-thirds of the expenditures for natural resources in 1954. Other 
major expenditures will be for flood control, irrigation, and multiple- 
purpose river basin development, including related power facilities. 
The remaining expenditures will be largely for the management and 
development of the national forests, parks, and public lands, and for 
our mineral resources programs.

The money we spend for the orderly conservation, development, 
and use of our natural resources represents a sound investment. In  
many cases the activities are wholly or partially self-liquidating. 
But what is more important, they contribute to our military strength 
and to long-range economic progress. They are prerequisite in many 
fields to the needed expansion of private investment. While exercis
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ing the utmost economy in these programs, I believe we should 
allow for some work made urgent by the continuing drain on our 
resource base and by the postponement of needed development 
during and since World War II.

N A T U R A L  RESOU RCES

[Fiscal years. In millions]

Expenditures Recom
mended new

Program or agency
1952

actual
1953

estimated
1954

estimated

obligational 
authority 

for 1954

Atomic energy........................................................... .......... ............... $1,670 $2,000 $2,700 $1,997
Land and water resources:

Corps of Engineers: Flood control and multiple-pur-
pose projects................... ..................................... ............. . 487 499 495 552

Department of the Interior:
Bureau of Reclamation: Irrigation and multiple-

purpose projects.................. ......................................... 249 226 229 235
Power transmission agencies................. ...................... 61 70 81 80
Indian land resources........................... ........................ 30 40 42 42
Bureau of Land Management and other........ .......... 10 15 16 16

Tennessee Valley Authority.................................. .............. 185 232 243 254
Department of State and other....................... .................... 16 19 19 16

Forest resources_____________________ ______________________ 95 104 106 106
Mineral resources_____________________ ____________________ 56 65 59 56
Fish and wildlife resources_________________________________ 30 38 38 35
Recreational use o f resources._______________________________ 33 34 39 39
General resource surveys and other............. .............................. 26 28 30 31

T ota l............. ................................. ............... .................... 2,948 3,370 4,097 3,459

Atomic energy.•— Ten years ago, scientists working at the University 
of Chicago under Federal sponsorship brought about the world's first 
nuclear chain reaction. Since then, our efforts in the development of 
atomic energy have of necessity been devoted primarily to meeting 
the needs of national security. Two major expansions of facilities for 
the production of fissionable materials and atomic weapons have been 
authorized by the Congress since the attack on Korea. The first was 
authorized in the fiscal year 1951 and the second early in the fiscal 
year 1953. The rise in atomic energy expenditures results largely from 
construction work on the new facilities. As a result of this expan
sion, our ability to meet the threat of aggression will be significantly 
increased.

The new obligational authority which I am recommending for 1954 
is substantially less than the amount enacted for the current fiscal 
year, because the bulk of the construction funds needed to finance 
the expansion programs has already been provided. However, I am  
recommending an increase in funds for operations. These funds will 
provide for increases in our reserve of atomic weapons and for the
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development and testing of improved weapons. I am also recom
mending an increase in funds for the development of atomic power 
for naval ships. The keel of the first nuclear-powered submarine was 
laid last summer. The funds recommended for aircraft reactor 
research will enable this program to proceed at an effective pace.

Research in the peacetime uses of atomic energy shows steady prog
ress. W e have developed new techniques in medical research, and 
substantial progress has been made in the fields of physics, chemistry, 
and biology. This research will continue in 1954. This Budget also 
provides for continuing research in the development of atomic re
actors for the production of electric power— a program which promises 
to have a major impact on future power developments.

Land and water resources.— In the fiscal year 1954, the Federal 
Government will spend 1.1 billion dollars for the development of land 
and water resources. More than half of this amount will be for the 
133 river basin development projects and units now under construc
tion by the Bureau of Reclamation and the Corps of Engineers. 
Much of this work is multiple-purpose development for irrigation, 
flood control, navigation, and hydroelectric power, creating substantial 
benefits for industry and agriculture and making an important con
tribution to defense. Seven flood control projects and seven irrigation 
projects or units will be substantially completed during the year.

The major part of the task of developing our river basins is still 
ahead of us. I believe we should no longer defer certain flood control 
and power projects which we have repeatedly postponed since the 
beginning of World W ar II. I am therefore recommending funds in 
the 1954 Budget for starting construction on eight new projects and 
five additions to existing projects, where planning is for the most part 
well advanced and where there is clear economic justification. This 
new work is required to protect important areas which are highly 
vulnerable to floods, or to meet defense or essential civilian power needs 
in critical shortage areas. The ultimate cost of these new projects 
and features is estimated at 325 million dollars, of which about 16 
million dollars will be spent in the fiscal year 1954. Funds also have 
been included in this Budget for advance planning of some -high 
priority projects already authorized by the Congress.

Six of the new projects I am recommending are for flood control. 
These include Toronto Reservoir in Kansas, and five local protection 
works at Wheeling-Benwood on the Ohio, Sny Basin in Illinois, Lake 
Pontchartrain in Louisiana, Cape Girardeau in Missouri, and on the 
Little Missouri River near Murfreesboro, Arkansas.

This Budget also includes funds to enable the Tennessee Valley 
Authority to start construction of a steam electric plant in the western
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part of the system, and to begin installation of additional units in 
the Kingston and John Sevier steam electric plants. These facilities 
are required to meet the growing power needs of the area for defense, 
industrial, and domestic purposes. I also recommend that construc
tion be started on Ice Harbor Lock and Dam in the Pacific Northwest 
and that work begin on the installation of power facilities in three 
reclamation projects. These are the Deer Creek power plant of the 
Provo River project in Utah, the American Falls power division of the 
Minidoka project in Idaho, and the Roza power plant in the Yakima 
project in Washington. I also believe that the Congress should 
authorize the Hells Canyon power project in the Pacific Northwest.

The situation regarding the St. Lawrence project is somewhat 
different now from what it has been. W hen the last Congress did 
not approve the 1941 Canadian-United States agreement calling for 
joint construction of both the seaway and power phases of the project, 
Canada and the United States proceeded with alternate arrangements, 
under which the main river control works necessary for power devel
opment would be built by appropriate entities in the two countries, 
and Canada would build the necessary additional works to provide a 
deep waterway between Montreal and. Lake Erie on the Canadian 
side of the international boundary. As I have repeatedly informed 
the Congress, I regard these alternate arrangements as much less 
desirable than the 1941 agreement but in the absence of congressional 
action they represent the only way to get the project built.

The alternate arrangements are well along. The International 
Joint Commission has approved the plans for the main dams and 
control structures in the International Rapids section of the St. 
Lawrence River. The Province of Ontario is ready to construct the 
Canadian share of these works. Applications are pending before the 
Federal Power Commission for a license to build the United States 
share. The Government of Canada is prepared to construct the 
waterway. Under these circumstances, the Canadian Government 
have informed us that they consider it no longer practicable to revert 
to the 1941 agreement.

I believe, however, that there is still an opportunity for the United 
States to join, as we should have long ago, in building the St. Lawrence 
seaway. If the new administration and the new Congress propose 
practical arrangements for sharing the cost and the construction of 
the seaway, I believe the Canadians will, even at this late date, admit 
us to partnership in the seaway. I hope very strongly that this will 
be done, for it is clearly in the best interest of both countries that this 
important waterway along our common boundary should be built and 
controlled by both countries together.
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Water resources policy.— In the past few years I have frequently 
informed the Congress of the need for new concepts and procedures to 
modernize the outdated ways of handling our water resources develop
ment. I have supported efforts to plan and operate water resources 
projects on a regional basis. From time to time I have reported to 
the Congress that certain projects failed to meet standards for sound 
Federal investment, and have indicated that present Federal law is 
in need of clarification or revision.

In 1950, I established the Water Resources Policy Commission to 
examine these problems and report their findings to me. A t my  
request, the Bureau of the Budget has been making an intensive 
study of the Commission’s findings, recommendations, and legislative 
proposals, working with representatives of other Federal agencies and 
consulting with State and interstate bodies and private associations.

Also at my request, the Director of the Budget has recently estab
lished uniform standards and procedures to be used in reviewing 
proposed water resources programs and projects. These guides will 
strengthen and improve Executive Office review of water resources 
development proposals. However, major changes must be made in 
present Federal legislation before up-to-date policies for comprehensive- 
development of water resources can be made fully effective.

I also suggest that the Congress may wish to study its own 
machinery for dealing with water and related land resources programs 
in order to provide a sounder basis for consideration of interrelated, 
multiple-purpose programs.

A  year ago, I established a Missouri Basin Survey Commission to 
study the policies and organizational problems involved in the water 
resources development of this basin, the scene of two serious floods 
within the past two years. The forthcoming report of this Com
mission should make a substantial contribution to the sound program 
planning and improved administration needed for the balanced 
development of this large basin.

AGRICULTURE AND AGRICULTURAL RESOURCES

Our agricultural programs are designed primarily to achieve three 
related goals: first, to preserve a healthy farm economy; second, to 
conserve and improve our soil resources; and third, to assist farmers in 
attaining the high level of production necessary to meet the food and 
clothing needs of our people.

Net expenditures for agricultural programs in the fiscal year 1954 
are estimated at 1.8 billion dollars, 116 million dollars lower than the 
estimate for the current fiscal year.
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A G R IC U L T U R E  A N D  A G R IC U L T U R A L  RESOU RCES

[Fiscal years. In millions]

Program or agency

Net expenditures or net 
receipts (—)

Recom
mended 

new obliga

1952
actual

1953
estimated

1954
estimated

tional 
authority 
for 1954

Stabilization of farm prices and farm income:
Price support, supply, and purchase programs (in

cluding the International Wheat Agreement)________ -$70 $801 $729 $282
Removal of surplus agricultural commodities__________ 38 67 75 173
Sugar A ct------ -------- -------- -------------------------------------------- 60 65 65 65
Federal crop insurance----------------------------- ------------------- 7 6 5 8
Agricultural production programs_____________________ 10 10 8 8

Financing farm ownership and operation:
Farm Credit Administration and agencies_____________ 92 70 49 49
Farmers’ Home Administration_____ ______ ________ _ _ 167 173 175 175
Disaster loans ________ ____________________________ 13 22 —5

Financing rural electrification and rural telephones________ 244 233 239 209
Agricultural land and water resources:

Agricultural conservation program (Production and 
Marketing Administration)-------------- ------------------------- 274 275 254 252

Soil Conservation Service, flood prevention, and other— 67 74 79 82
Research and other agricultural services________ ___________ 143 147 154 152

Total_______________________________________________ 1,045 1,943 1,827 1,455

Stabilization of farm prices and income.— Expenditures for stabiliza
tion of farm prices and income are made under the agricultural price- 
support program, the International Wheat Agreement, the permanent 
appropriation for removal of surplus agricultural commodities, the 
Sugar Act, and the Federal crop insurance program.

Net expenditures for price support, made by the Commodity Credit 
Corporation, represent primarily the excess of outlays for loans and 
purchases over loan repayments and proceeds from sales of inventories. 
Whether the Corporation has net receipts or net expenditures in any 
particular fiscal year depends mainly on factors affecting the supply 
and demand for commodities under price support— such as the acreage 
planted, weather conditions, food needs in this country and abroad, 
and general economic conditions. Estimated expenditures of 729 
million dollars in 1954, including the costs of the International Wheat 
Agreement, are 72 million dollars below the current estimate for 1953. 
This is due largely to an expected decline in outlays for wheat, offset 
in part by increased outlays for corn. The substantial change 
between the net receipts in 1952 and the large estimated expenditures 
in 1953 is accounted for mainly by the increase in corn and wheat 
production and the decrease in wheat exports between the two years.

The present International Wheat Agreement expires on July 31,
1953. Further negotiations for its extension will be undertaken this
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month. This Budget assumes that United States participation in 
the Agreement will be continued.

Financing farm ownership and operation.— Agricultural credit 
programs supplement private credit sources. The loan programs of 
the Farmers’ Home Administration help new farmers and low-income 
farmers unable to obtain credit from other sources to develop and 
operate efficient family-size farm units. Despite the numerous appli
cations for these loans, other budgetary requirements impel me to 
recommend that the program be kept to approximately the same 
level as in the fiscal year 1953.

The programs supervised by the Farm Credit Administration—  
including the activities of the Federal land banks, Federal inter
mediate credit banks, production credit corporations, and banks for 
cooperatives— are also directed toward achieving more efficient family- 
size farm operations, and toward the development of farmers' coopera
tives.

Financing rural electrification and rural telephones.— The rural elec
trification program has made great strides since its inception in 1935. 
Less than 11 percent of all farms had the benefit of central station 
electric service in that year; less than 12 percent were without this 
service on June 30, 1952. The loan program which I am recommend
ing for rural electrification is 30 million dollars less than in 1953, but 
it allows 135 million dollars for further progress toward bringing 
electricity to the Nation's farms.

The 1950 census showed that only 38 percent of our farms had 
telephones—a smaller percentage than in 1920. Furthermore, many 
farms with telephones had unreliable service. I am therefore rec
ommending an increase of 30 million dollars in the loan program for 
rural telephones.

Conservation oj agricultural land and water resources.■—From the 
long-run view, conservation of our soil resources is the most important 
of our agricultural goals. Without adequate conservation measures, 
neither a high level of production nor a healthy farm economy can 
be long maintained.

For this reason I recommend that the advance authorization for 
the agricultural conservation payments program in the crop year 1954 
be continued at the 250-million-dollar level authorized by the Con
gress for the 1953 crop year. I  am also recommending an increase of
2 million dollars in the Soil Conservation Service appropriation to 
provide technical services to new soil conservation districts, which 
are being established at the rate of about 125 each year. This is

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

1954



m34 M E S S A G E  O F  T H E  P R E S I D E N T

the minimum program which I feel is compatible with the sound 
management of our soil resources.

Effective soil and water conservation is an indispensable part of our 
Nation’s efforts to prevent and control floods. B y  increasing the 
amount of water held on the land on which it falls, by slowing the rate 
of run-off, and by controlling the course which the water takes in major 
watersheds, we not only prevent loss and improve the productivity 
of the soil, but we also lessen the danger of flood damage and silta- 
tion on the main streams. Thus far, however, flood prevention 
efforts of this kind in the upper reaches of our rivers have generally 
lagged behind the flood control work we have been doing on the main 
streams. For that reason this Budget recommends appropriations 
of 22 million dollars to accelerate upstream flood prevention work, 
compared with 8 million dollars in the current fiscal year. Fourteen 
million dollars of the total amount recommended for 1954 will be 
allotted to the 11 watersheds on which work was begun in 1947; 
8 million dollars will be for work to be started on seven new water
sheds and for investigations and surveys. The commencement of 
work on the new watersheds is recommended because it will not only 
have important flood prevention and conservation benefits, but also 
because it will enhance the value of downstream projects constructed 
by the Corps of Engineers, the Bureau of Reclamation, and non- 
Federal interests. The 18 watersheds on which work is either being 
done or is proposed in this Budget represent only a small fraction of 
the agricultural and forest lands on which work needs to be done.

Research and other agricultural services.— Expenditures for research 
and other continuing basic services for agriculture, such as extension 
work and insect and pest control, are expected to increase from 147 
million dollars in the fiscal year 1953 to 154 million dollars in 1954. 
This is due largely to construction of the laboratory for research on 
foot-and-mouth disease for which the Congress appropriated funds 
last year. Also, I am recommending increases in a few of the most 
essential research activities, such as the Federal grant to State experi
ment stations, marketing research under the Agricultural Marketing 
Act, and research on plants and animals and on insect and disease 
control.

LABOR

The labor programs of the Federal Government help to promote 
the effective use of our manpower resources, which is necessary for 
the strengthening of our military defenses and for the continued 
vigorous growth of our economy. These programs furnish basic 
economic protection to the working force against the hazards of
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unemployment, safeguard workers against substandard wages and 
working conditions, bring together the job opportunity and the job 
seeker, and speed the movement of manpower into defense industries.

In the fiscal year 1954, expenditures for labor programs are esti
mated at 268 million dollars. Eighty percent of this amount will be 
for direct grants to the States for the administration of employment 
service and unemployment compensation programs, including the 
recently established unemployment compensation program for vet
erans. Increases in these grants will account for most of the rise in 
labor expenditures over 1953. Small increases are recommended to 
strengthen Federal labor-management relations activities and to 
enable the Department of Labor to cooperate with the States in 
finding more effective ways to deal with the distressing economic and 
social problems of migratory farm workers and their families. In  
addition, increases in appropriations for employment service, indus
trial safety, and apprentice training programs are recommended to 
enable the Department to continue work previously financed through 
a special appropriation for defense production activities.

LABO R 

[Fiscal years. In millions]

Expenditures Recom
mended new

Program or agency
1952

actual
1953

estimated
1954

estimated

obligational 
authority 

for 1954

Placement and unemployment compensation administra
tion:

Department of Labor- ----------- ------------------------------------ $192 $201 $215 $225
Railroad Retirement Board _____  ____________ ______ 10 11 11 11

Defense production activities: Department of Labor_____ 2 2 0)
Labor standards and training:

Department of Labor _________ ___________- _________ 14 13 14 14
Mine safety (Department of the Interior and other)___ 4 5 6 6

Labor relations_____  _ --------------  _ ------------- ------------------- 13 13 15 15
Labor information, statistics, and general administration. _ 8 7 7 7

T o t a l ----------------------------------------------------------------------- 243 252 268 278

1 Less than one-half million dollars.

Placement and unemployment compensation administration.— Part of 
the estimated increase in grants to the States for administration of 
unemployment compensation is due to changes in legislation. The 
Veterans' Readjustment Assistance Act of 1952 provides for unem
ployment compensation payments to veterans who do not find work 
after release from the armed forces. These payments are adminis
tered through State employment security agencies under agreements
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with the Secretary of Labor. Another factor in the increase is that 
the cost of administering the Federal-State unemployment compen
sation program is greater because State salary rates continue to in
crease and the expanded coverage under State laws results in more 
claims for unemployment compensation even though the general level 
of unemployment remains low. Finally, experience now indicates 
that a higher claims load than was assumed in the last Budget will 
develop in 1953 and continue in 1954, as a result of temporary unem
ployment due to industry-by-industry adjustments. These increased 
workloads, which could not be foreseen at the time the 1953 Budget 
was prepared, will require a supplemental appropriation tentatively 
estimated at 6.7 million dollars for grants to the States in the fiscal 
year 1953.

Although some State unemployment compensation programs have 
been strengthened by extending coverage, there is still need for basic 
improvements in the Federal-State system along the lines I have 
previously recommended.

More attractive job opportunities in industry for the domestic labor 
force make necessary the recruitment of additional workers from 
Mexico for seasonal farm employment. These workers are brought 
in under conditions which protect them from exploitation and protect 
the employment opportunities and labor standards of available 
United States workers. About 275,000 Mexican workers will be 
needed to meet farm production requirements in 1954. Legislation 
authorizing such recruitment expires on December 31, 1953. I  
believe it will be necessary to continue this program.

Labor standards and training.■— Increasing defense production has 
reversed a downward trend in accidents on the job. In 1951, more 
than 2 million workers were injured, resulting in a loss of 140,000 man- 
years of working time. To reduce these individual tragedies with their 
accompanying losses to national production, the Department of Labor 
is planning to intensify its safety training program in cooperation with 
safety organizations, private industry, and State and other Federal 
agencies. Provision also is made in this Budget for enforcement of 
the recently enacted Coal Mine Safety Act.

The Bureau of Apprenticeship will continue to encourage and assist 
in establishing training programs for apprentices needed to meet 
critical shortages in skilled occupations essential to defense production. 
Greater emphasis will be given to general programs for training semi
skilled and unskilled workers on the job to increase their productivity 
and skills in a wide variety of defense production occupations.

The report of the Commission on Migratory Labor in 1951 pointed 
up the unique social and economic problems of migratory farm work
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ers, which call for special attention by Federal and State governments 
and local communities. That report has stimulated increased interest 
and action by a number of States. This Budget includes 156 thousand 
dollars to enable the Department of Labor to start a program of 
cooperation with the States in developing more effective ways to 
bring to these workers and their families a reasonable share of the 
advantages normally enjoyed by other citizens.

Unemployment trust fund.— Receipts of the unemployment trust 
fund in the fiscal year 1954 are expected to be slightly higher than 
in 1953. Benefit payments are also expected to be slightly higher, 
because more unemployed workers will be eligible for benefit pay
ments under the expanded coverage of State laws, even though it is 
assumed the level of unemployment will remain low. These receipts 
and payments are not included in the Budget totals.

U N E M P L O Y M E N T  T R U ST  FU N D 

[Fiscal years. In millions]

Item 1952
actual

1953
estimated

1954
estimated

Receipts:
Deposits by States and railroad unemployment taxes____ ____ _ $1,459

184
$1,351

202
$1,387 

209Interest_________________________ ______ _______________ ______
Payments:

State and railroad withdrawals for benefits___________________ . -1,057 -926 “ 977

Net accumulation ...................... ................................................... 586 627 619

Balance in fund at close o f year_______________________________________ 8,654 9,281 9,900

HOUSING AND COMMUNITY DEVELOPMENT

The Federal Government, by insuring and guaranteeing private 
loans, has helped to finance the construction of nearly half of the 
7 million new homes built since the end of World W ar II, as well as 
the purchase and improvement of many million existing homes. A  
large number of these units has been bought by veterans of World 
W ar II with the assistance of loans guaranteed by the Veterans 
Administration. Since the attack on Korea, special emphasis has 
been placed on providing housing and community facilities in critical 
defense areas. The record levels of construction both before and since 
June 1950 have materially improved the housing of the average 
American citizen. Adequate housing is still unavailable, however, for 
millions of low-income families.

N et expenditures for housing and community development in the 
fiscal year 1954 are estimated at 509 million dollars, a decline of 248
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million dollars from the current fiscal year. Principal factors in the 
expected decline are a lower volume of mortgage purchases and direct 
loans for veterans' housing, and substantial net receipts instead of 
expenditures for the public housing programs.

HOU SING A N D  C O M M U N IT Y  D E V E L O P M E N T

[Fiscal years. In millions]

Program or agency

Net expenditures or net 
receipts (—)

Recom
mended 

new obliga
tional

1952
actual

1953
estimated

1954
estimated

authority 
for 1954

Defense housing and community facilities:
Present programs $12 $77 $29
Proposed legislation ______  _______ 50 $100

Aids to private housing:
Housing and Home Finance Agency:

Federal National Mortgage Association___ 458 460 354
Federal Housing Administration ______ -2 9 -3 8 -6 3
Other __ ________  ______________ _ - ___ __ -1 5 -2 6 -2 3

Veterans’ housing loans (Veterans Administration)___ 70 80 -12
Farm housing (Department of Agriculture) __ __ 22 19 19 19
Reconstruction Finance C orporation____  . _______ -6 - 7 - 7

Public housing programs__________ __ _ _ __ -------------- 136 18- -4 8 51
General housing aids:

Housing and Home Finance Agency:
College housing loans _ __  _ _ _ _ _ _ 1 22 40
Other ________________ ___  _ _ _________ 10 7 6 5

Urban development and redevelopment...........  __ ________ 6 17 33 350
Provision of community facilities___________________  __ 9 31 51 16
Civil defense____ ___________  _________  __ __ _________ 33 84 74 150
Disaster loans and relief 28 13 6

Total________ _______  _____________  __________ ___ 735 757 509 691

Defense housing and community facilities.— To help meet the most 
urgent defense requirements, Federal assistance has been granted or 
is planned for about 200,000 new housing units in critical defense 
housing areas and near military posts. Private builders are con
structing most of these homes with the aid of liberal Federal mortgage 
insurance backed in many cases by Federal mortgage purchase 
commitments.

In those areas where private builders, even with these special 
financing aids, are unable to provide the needed housing, the Federal 
Government is supplying 19,000 temporary units to meet short-term 
needs near defense installations. Federal grants and loans are also 
helping local communities to finance the expansion of community 
facilities where defense activities have made such expansion necessary. 
To provide a small part of the additional temporary housing units 
urgently needed near military installations, I am recommending sup
plemental appropriations of 12.5 million dollars for the current fiscal

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

1954



M E S S A G E  O F  T H E  P R E S I D E N T m 39

year. Moreover, since it is now apparent that we cannot complete 
the needed minimum program before the Defense Housing and 
Community Facilities Act expires next June 30, I believe that the 
major provisions of the act should be extended for another year, 
with increased authorizations and additional appropriations of 100 
million dollars.

Aids to private housing.— M ost of the private housing built in 
critical defense housing areas is being financed with mortgages in
sured by the Federal Housing Administration. Since the successive 
relaxations of real estate credit controls in 1951 and 1952, applica
tions for Federal insurance of mortgages in other areas have been 
rising steadily. If this trend continues, it is expected that there will 
be a need in the fiscal year 1954 for mortgage insurance commit
ments to finance nearly 300,000 new housing units. In addition, 
it is estimated that there will be a need for the Federal Housing 
Administration to insure mortgages covej-ing purchases of more than
200.000 existing houses and 2 million other loans for improvement 
and repair of existing housing. To meet these needs will require 
increases of 1.5 billion dollars in the maximum mortgage insurance 
authorizations and 500 million dollars in the authority to insure 
property-improvement loans. Neither of these steps is likely to 
increase Budget expenditures, since the premiums paid for the 
insurance usually exceed administrative expenses and losses.

The Federal National Mortgage Association is authorized by law 
to purchase certain mortgages insured by the Federal Housing Admin
istration or guaranteed by the Veterans Administration. The Vet
erans Administration also has authority, until June 30, 1953, to make 
direct loans to veterans in areas where guaranteed loans are not 
readily available. Over the past two years, both substantial pur
chases of veterans’ housing mortgages and direct housing loans to 
veterans have been necessary, because the 4 percent interest rate 
on the guaranteed mortgages has been unattractive to many private 
lenders. The expenditure estimates in this Budget assume that 
under the restrictive policies adopted last fall a smaller volume of 
veterans’ mortgage purchases will be necessary in the fiscal year
1954. Purchases of defense housing mortgages are expected to 
increase under the additional authority provided by the Congress 
last summer.

Public housing.— Since the attack on Korea, the low-rent public 
housing program has been held far below the average annual level of
135.000 starts authorized in 1949. For the fiscal year 1953, the Con
gress has limited the program to 35,000 new units, which will meet
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only a small part of the needs of low-income families now living in 
substandard units. For the fiscal year 1954, I am including in this 
Budget, as I did for 1952 and 1953, provisions for starting a minimum 
of 75,000 new units.

In this program, local authorities construct and operate the housing 
units. The Federal Government lends the authorities money or 
underwrites private loans to start construction, and pledges an annual 
contribution to help maintain the rents at levels which the tenants 
can afford. During the fiscal year 1954, the local authorities expect 
to sell substantial amounts of long-term bonds to private investors, 
using the proceeds to repay short-term loans from the Federal Gov
ernment. As a result, receipts are expected to exceed expenditures 
for new loans under this program. In addition, the Public Housing 
Administration plans to sell 16,000 war housing units built during 
World War II. This will mean a further increase in receipts.

College housing loans.— In* May 1950, the Congress authorized 300 
million dollars in loans to help educational institutions obtain adequate 
housing for their students and faculty. This program has been held 
at low levels and has been confined to defense-related housing con
struction. However, applications for loans which qualify under these 
limitations have been increasing, and expenditures are expected to 
rise substantially in the fiscal year 1954.

Urban development and redevelopment.— The broad program for slum 
clearance and urban redevelopment authorized by the Housing Act 
of 1949 has been moving slowly, partly because of the time required 
by the local communities to make specific plans for projects which 
meet both local needs and Federal requirements. A t present, about 
180 cities are actively planning projects, but actual clearance and 
redevelopment operations have begun on only 23 approved projects 
in 14 cities. B y the end of the fiscal year 1954, it is expected that 
10 projects will be completed and about 110 others will be under way.

Under the original statute, additional loan and grant authority 
totaling 350 million dollars becomes available in the fiscal year 1954. 
However, because of the limited progress of the program to date 
and the plans to use private funds to replace most of the direct Fed
eral lending, expenditures are estimated at only 33 million dollars.

Civil defense.— Recent advances in the techniques of warfare make 
it imperative that we immediately provide the essentials of a civil
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defense program. I  have repeatedly warned that failure to do so 
could leave a fatal gap in our security structure. Passive civil de
fense of the World War II type cannot be effective against atomic 
warfare. Rather, the emphasis must shift to strong preattack 
measures, the success of which depend largely on advance warning. 
In this Budget, therefore, I am recommending appropriations which 
would enable the Federal Government to complete the air-raid 
warning system in the 191 cities which are likely to be principal tar
gets in the event of an enemy attack on the United States. Because 
the effectiveness of civil defense organizations and techniques depends 
so directly on an adequate Nation-wide warning system, the Federal 
Government should pay the full cost of the warning program. The 
Government also should continue to accept full financial responsi
bility for the stockpiling of a national reserve of medical and engi
neering supplies and equipment. The present 50 percent matching 
arrangement should continue for other civil defense programs, since 
primary responsibility for organization and training of voluntary 
forces remains with the States and cities.

I  am recommending total appropriations of 150 million dollars for 
civil defense in the fiscal year 1954. Because of anticipated delays 
in deliveries of medical and engineering supplies, expenditures are 
expected to decline from 84 million dollars in the current fiscal year 
to 74 million dollars in 1954.

EDUCATION AND GENERAL RESEARCH

Expenditures for education and general research in the fiscal year 
1954 are estimated at 288 million dollars, an increase of 16 million 
dollars from the present fiscal year. These expenditures, of course, 
do not include the amounts spent for education and research in carry
ing out military, veterans’ , atomic energy, and other programs.

Sixty-five percent of the expenditures for education and general 
research in the fiscal year 1954 will be for grants to those local school 
districts that have been overburdened by defense activities. Another 
10 percent will be for grants to States to help support their vocational 
education programs and their land-grant colleges. The Federal 
Government also assists Howard University and educational institu
tions for the deaf and blind, and it maintains major library and 
museum services at the National Capital. Expenditures for general 
purpose research are for the work of the Census Bureau, the National 
Bureau of Standards, and the National Science Foundation.

200000— 53--------IV
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E D U C A T IO N  A N D G E N E R A L  R ESE AR C H

[Fiscal years. In millions]

Expenditures Recom
mended new

Program or agency
1952

actual
1953

estimated
1954

estimated

obligational 
authority 

for 1954

Promotion of education:
Office of Education:

Assistance for school construction and operation in
defense-affected areas............ ........................ ............ $92 $192 $187 $70

Vocational education___________________ _________ 26 25 25 26
Grants for colleges of agriculture and the mechanic

arts........ ............. ....... .................... ............ .............. 5 5 5 5
Other_________________ ________ __________________ 3 3 3 3

Educational aid to special groups_________________ _______ 6 8 11 5
Library and museum services............. ............. ............................... 11 11 13 13
General purpose research:

National Science Foundation____________________ _____ 1 4 8 15
Census Bureau____________________________ __________ 18 13 24 31
National Bureau of Standards__________ - ................ ....... 9 11 12 9

Total____ _____ _________________ ________ _______ 171 272 288 177

Promotion of education.*— Payments to help build schools in districts 
overburdened by Federal Government activities and for children 
living on Federal property are estimated at 140 million dollars in the 
current fiscal year and, because of the expiration of the law authorizing 
these payments, will decline to an estimated 111 million dollars in
1954. Under present law, payments will be made only on appli
cations filed before last July, and expenditures will be made from 
appropriations now available. Nearly 1,000 school districts are 
being helped to build more than 1,200 schools under this program.

Payments for school operating costs in overburdened districts and 
for children living on Federal property are estimated at 76 million 
dollars in the fiscal year 1954, a rise of nearly 25 million dollars over 
1953. The increase results largely from the fact that enrollments and 
costs per pupil are rising. This program covers more than a million 
children in 2,600 school districts. The law authorizing these pay
ments will expire on June 30, 1954.

These programs to aid school districts affected directly by defense 
activities have been very useful. They do not, of course, help the 
thousands of other school districts which are struggling with the 
problems of overcrowded schools, underpaid teachers, and obsolete or 
inadequate buildings. I hope the Congress will consider ways and 
means of helping the States to meet these needs.
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National Science Foundation.— The National Science Foundation 
was created by the Congress in recognition of the need to formulate 
an adequate scientific research policy for the Nation, to remedy gaps 
in our basic scientific knowledge, and to overcome shortages of 
specialized manpower. However, sufficient funds have not been 
appropriated to permit the Foundation to perform these functions 
effectively. As I have pointed out in previous Messages, the Founda
tion should become the primary instrumentality through which the 
Federal Government gives support to basic research that is not directly 
related to the statutory functions of other Federal agencies. For this 
reason, the appropriation recommended for the Foundation in 1954 
contains* amounts for support of basic research and for fellowships 
which would otherwise be included in the estimates of other depart
ments and agencies.

I urge the Congress, in the light of these considerations, to provide 
the Foundation in the fiscal year 1954 the full 15 million dollars 
authorized by present law. The law should be amended so as to 
permit a higher level of appropriations in the future.

Census Bureau.— Expenditures for census work will rise substan
tially in the fiscal year 1954 because the Census Bureau will take the 
basic 5-year censuses of business, transportation, manufactures, and 
mineral industries, and will begin preliminary work on the 1954 census 
of agriculture. As a result of improvements in the methods of col
lecting and compiling data, the total expenditure for the censuses of 
business and manufactures will be less than the last time they were 
taken despite increases in salary rates and other costs.

SOCIAL SECURITY, WELFARE, AND HEALTH

Expenditures for social security, welfare, and health are estimated 
at 2.6 billion dollars in the fiscal year 1954, approximately 15 million 
dollars less than the estimate for the current year. The chief factor 
in the expected decline is a drop in expenditures for hospital con
struction.

More than half of the expenditures for social security, welfare, and 
health are in the form of Federal grants to the States for public assist
ance. M ost of the grants are for assistance payments to the needy 
aged. A t present, 20 percent of the people over 65 years of age 
depend on this program for support.
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SOCIAL SE C U R IT Y , W E L F A R E , A N D  H E A L T H  

[Fiscal years. In millions]

Expenditures Recom
mended new

Program or agency
1952

actual
1953

estimated
1954

estimated

obligational 
authority 

for 1954

Retirement and dependents insurance (Railroad Retire
ment Board and other)_________________ ______ _________ $772 $684 $695 

1,342
$695

Public assistance_____________________________________________ 1,179 
328

1,342
339

1,342 
294Promotion of public health___________________________________ 309

Aid to special groups:
Vocational rehabilitation (Federal Security A gency)... 
School lunch (Department of Agriculture)_____________

22
84

23
84

24
83

24
83

Indian welfare and other________ ______________________ 47 53 58 59
Accident compensation (Department of Labor)___________ 36 37 37 37
Prisons and probation____________  __________________________ 23 30 28 29
Defense community facilities and services (Federal Secu

rity Agency)______________________________ ____ _________ 0) 2 3

Total_______________ _ _____ __________________ 2,491 2,594 2,579 2,563

1 Less than one-half million dollars.

Railroad retirement.— Budget expenditures for railroad retirement 
are mainly transfers of railroad payroll taxes to a trust account. The 
expenditures for the fiscal year 1954 also include approximately 35 
million dollars as the final installment of a 1949 appropriation of 
167 million dollars from general revenues to the railroad retirement 
account to cover the cost of granting railroad workers credit for time 
spent in military service during World W ar II.

Public assistance—  The Federal Government makes grants to the 
States to pay part of the cost of monthly payments to four categories 
of people in need— the aged, the blind, the permanently and totally 
disabled, and dependent children. In the fiscal year 1954, these 
grants are estimated at 1.3 billion dollars, the same as in the current 
fiscal year. Although the number of beneficiaries on State and local 
rolls is somewhat lower than last year, individual payments have been 
rising steadily. This reflects action by the States to cover earlier 
increases in the cost of living and to provide more adequate relief. 
It also reflects congressional action last summer increasing Federal 
contribution rates, effective from October 1, 1952, for a period of two 
years.

The need for public assistance should decline as more and more 
people acquire the protection of old-age and survivors insurance and 
qualify for higher benefit payments. Eighty percent of the gainfully 
employed people in the United States are now covered by this insur
ance. These people can look forward to monthly benefits in their old
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age as a matter of right, and at their death their dependents may also 
be entitled to monthly payments. This system of contributory social 
insurance was designed as our principal instrument for providing social 
security. It is now beginning to achieve that position. A t present, 
the total of old-age and survivors insurance benefits is about equal to 
the combined expenditures of the Federal, State, and local govern
ments for public assistance payments for all persons in need. Further 
improvements in our social insurance program should be made; they 
will quicken the rate at which public assistance can be reduced to its 
intended role as a second line of defense against want, filling gaps in 
the social insurance program.

Promotion oj public health.— Federal expenditures for all public 
health programs— exclusive of medical care for military personnel and 
veterans— are estimated at 309 million dollars in the fiscal year 1954. 
About half of this amount will be for grants-in-aid to State govern
ments and local communities for hospital construction, general health 
services, maternal and child health, and the control of such major 
diseases as tuberculosis, venereal disease, cancer, mental illness, and 
heart ailments. Other expenditures are for operation of Public Health 
Service hospitals, for payments to medical schools and universities 
for medical research and training, and for clinical and laboratory 
research conducted by the Federal Government. This Budget also 
includes appropriations for grants administered by the National 
Institutes of Health to private and public institutions for construc
tion or major alteration of medical research facilities.

The expected decline in expenditures for these programs is due to 
several factors. Federal payments for hospital construction grants 
are expected to be 32 million dollars less because of prior year reduc
tions in new obligational authority. Construction outlays for health 
research facilities are expected to drop by 11 million dollars with 
completion of the clinical research center during the current year. 
These decreases will be partly offset by increases in expenditures for 
research.

Several problems in the health field require congressional attention. 
W e do not have enough doctors, dentists, and nurses to serve the whole 
population. M any localities are without adequately staffed health 
offices. Measures are needed to bridge the financial gap between good 
medical care and the average family’s ability to pay for it. The 
Commission on the Health Needs of the Nation, which I established a 
year ago to study and report on long-term health requirements, has 
now published its findings and recommendations. I urge the Congress 
to give this report prompt and careful study to the end that appro
priate action m ay be taken to meet our national needs.
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Aid to special groups.— Essential improvements in hospital, school 
and employment services for our 400,000 native Indians will require 
some increase in expenditures for these services in the fiscal year 1954. 
M ost of this is for a program to provide Indians with training for 
employment in industry and agriculture and to help them make satis
factory adjustments in new locations. A  small increase is recom
mended for the Federal-State vocational rehabilitation program, which 
now helps about 65,000 disabled persons annually to become capable 
of gainful employment. Under another federally aided program, low- 
priced school lunches are now available to one-fourth of our school 
children.

Trust funds.— Each of the three major civilian retirement systems 
sponsored by the Federal Government is financed through a separate 
trust fund with payroll contributions as the principal source of revenue.

SOCIAL SE C U R IT Y , W E L F A R E , A N D H E A L T H  

(Trust funds)

[Fiscal years. In millions]

Fund and item 1952
actual

1953
estimated

1954
estimated

Federal old-age and survivors insurance trust fund:
Receipts:

Appropriation from general receipts________________________ $3,569 
363

$4,000 
435

$4, 298
Interest and other _______________________________________ 482

Payments of benefits and administration expenses____ ________ -2 ,  067 -2 , 650 -3,169

Net accumulation___________ __________ ____ ______________ 1,865 1,785 1,611

Balance in fund at close of year....................................................... . 16, 590 18,375 19,986

Railroad retirement account:
Receipts:

Transfers from Budget accounts. ______________ ___________
Interest ________________________________________________

768
79

684
90

695
98

Payments of benefits, salaries, and expenses____________________ -391 -466 -482

Net accum ulation._________________________________________ 456 308 311

Balance in fund at close of year_______________________ _________ 2,901 3,209 3, 520

Federal employees* retirement funds:
Receipts:

Employee contributions. . ________ ___, ___________ _ „ 418 434 400
Transfer from Budget accounts and other__________________ 310 321 430
Interest____________________________________________________ 189 215 250

Payments of annuities and refunds, and expenses______________ -300 -367 -384

Net accumulation____________________________________________ 617 603 696

Balance in funds at close of year. _____________________________ 5,054 5, 657 6,353
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For the fiscal year 1954, receipts in these trust funds are expected to 
exceed the benefit payments by 2.6 billion dollars. This will raise 
the balances in the three accounts to nearly 30 billion dollars. It is 
desirable to build up reserves now because the cost of benefits will 
increase over the years as more and more people become eligible for 
retirement. The interest earned by the reserves which are being 
accumulated will help to meet this future cost.

In the case of old-age and survivors insurance, present law provides 
for gradual increases in the tax rate. Effective January 1, 1954, 
the rate is scheduled to rise from 1% percent to 2 percent each on 
employers and employees.

The receipts and payments of these trust funds are not included in 
the Budget totals.

VETERANS’ SERVICES AND BENEFITS

In the fiscal year 1954, the Federal Government will spend an esti
mated 4.6 billion dollars for a wide variety of veterans’ services and 
benefits, ranging from medical and readjustment assistance to service 
pensions and burial benefits. These servicesjand benefits are pro
vided to veterans or dependents of veterans who died or were disabled 
in the service, and in many instances also to veterans without service- 
connected injuries or to their families.

Expenditures for veterans’ programs have declined 38 percent from 
the post-World W ar II  high of 7.4 billion dollars. However, the total 
for 1954 continues at about the 1953 level, and the outlook for future 
years is for increases rather than decreases.

V E T E R A N S ’ SERVICES A N D  B EN EFITS 

[Fiscal years. In millions]

Expenditures Recom
mended new

Program or agency
1952

actual
1953

estimated
1954

estimated

obligational 
authority 
for 1954

Compensation and pensions_________ _____________________ $2,178 $2, 444 $2, 546 $2, 546
Insurance and servicemen’s indemnities............................. ..... 216 102 66 62
Hospitals and medical care:

Current expenses_______________ _____________________ 661 660 691 717
Hospital construction..____________ _____________ ____ 123 103 83 100

Readjustment benefits:
Education and training_______________________________ 1, 325 854 809 810
Other (Veterans Administration and Department of

Labor) ____ _______________________________________ 122 144 158 158
Other services and administration (Veterans Administra

tion and other)__________________________________________ 238 239 211 224

Total.............................. ............................. ......................... 4, 863 4, 546 4, 564 4, 617
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Two main factors point to an upward trend in expenditures. The 
basic factor is the rapid growth of the veteran population. Since 
1940 the number of veterans has increased from 4.3 million to approxi
mately 19.8 million. New veterans are now being discharged at a 
rate of approximately one million a year. If our armed forces con
tinue at their present size, most of the people in the United States 
will eventually be veterans or dependents of veterans.

The second factor which points to an increase in outlays is the 
extension and liberalization of veterans' benefits through legislation. 
In the last 10 years the Congress has enacted more than 500 laws 
affecting veterans’ benefits. Because eligibility conditions and 
benefit rates are fixed by basic statutes, four-fifths of the expenditures 
of the Veterans Administration are not subject to direct control 
through the Budget process.

I strongly support the policy of providing assistance to veterans, 
particularly those injured in the service, in assuming their normal 
places in society. In considering new veterans’ legislation, however, 
recognition should be given to the extensive development in recent 
years of general welfare programs, such as social security, which serve 
both veterans and nonveterans. There is overlapping at present 
between the two sets of programs which should be corrected.

Compensation and pensions.— It is estimated that an average of
3,348,000 individuals and families will receive veterans’ compensa
tion and pension payments totaling more than 2.5 billion dollars in 
the fiscal year 1954. Expenditures for these programs are increasing 
steadily. Even if no new legislation is enacted and no allowance is 
made for a further increase of the veteran population, it is estimated 
that expenditures for veterans’ compensation and pensions will 
double in the next 30 to 40 years.

Insurance and servicemen's indemnities.:—Under the Servicemen’s 
Indemnity Act of 1951 the Government pays 10 thousand dollars to the 
family of each serviceman who dies on duty or within 120 days there
after. This supersedes the optional system of national service life 
insurance. In the case of policyholders who acquired national service 
life insurance or United States Government life insurance before 
the indemnity law was enacted, the Government continues to reim
burse the trust funds for deaths traceable to war hazards. Expendi
tures for indemnities are expected to rise from about 6 million dollars 
in the fiscal year 1952 to nearly 15 million dollars in 1954, while 
Government payments to the insurance funds are expected to decline 
from 210 million dollars to 51 million dollars.
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Hospital and medical care.— The increase in current expenses of the 
veterans' hospital and medical program reflects the opening of new 
hospitals being completed under the construction program authorized 
after World W ar II. M y  Budget recommendations for the fiscal year 
1954 provide for an estimated daily average beneficiary load of 136,250 
in veterans' hospitals, in contract hospitals, and in State homes. By  
June 30, 1954, the Veterans Administration is expected to have in 
operation 170 hospitals and 17 domiciliary homes. This Budget 
includes a recommendation for new obligational authority of 80 million 
dollars to build the final four hospitals in the current construction 
program, and 20 million dollars for modernization, improvement, and 
repair of existing hospitals.

Readjustment benejits.— Expenditures for readjustment benefits in 
the fiscal year 1954 are expected to decline slightly from the level now 
estimated for 1953. Expenditures for benefits to World W ar II  
veterans are declining, but outlays for benefits to veterans of the 
Korean conflict are rising, because the Veterans' Readjustment 
Assistance Act of 1952 extended to the veterans of the current emer
gency benefits similar to those which had been provided under the 
“ GI bill" to World W ar II  veterans. In the fiscal year 1954 it is 
estimated that about 70 percent of the readjustment expenditures 
will be for benefits under the new law.

The estimated 1954 expenditures provide for an average enrollment 
in school, job, and farm training courses of 715,000 veterans, of whom
475,000 are expected to be veterans of the Korean conflict. They 
also provide for unemployment allowances of 47 million dollars under 
the new law for an estimated weekly average of 55,200 veterans, and 
75 million dollars to cover interest gratuities and losses under the 
veterans' loan guarantee program. It is expected that 368,000 new 
loans totaling 3.1 billion dollars will be guaranteed during the year.

Trust funds.— Under the national service life insurance and United 
States Government life insurance trust funds, 50 billion dollars of 
insurance continues in force in about 7 million policies issued before 
the Servicemen's Indemnity Act of 1951. In the three fiscal years 
1952 through 1954, expenditures from these funds are expected to 
exceed receipts by a decreasing margin as special dividend payments 
decline. The receipts and payments of these trust funds are not 
included in the Budget totals.
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V E T E R A N S ' LIFE IN SU R AN C E  FUNDS 

(Trust funds)

[Fiscal years. In millions]

Item 1952
actual

1953
estimated

1954
estimated

Receipts:
Transfers from general and special accounts_______ ______ $203 $85 $47
Interest on investments_______________________ ___________  - 201 201 200
Premiums and other------------ ----------------------------------------------------- 473 431 419

Total...................... ...................  ............... - 877 717 666

Expenditures:
Dividends to policyholders_____ 556 276 185
Benefits and other____ ___________  _______________ 532 511 525

Total............................................ .................................... .........  - 1,088 787 710

Net withdrawal (—) _______ _______________  _____ _______ -211 - 7 0 -4 4

Balance in funds at close o f year---------- ------ -------------- -------------------------- 6, 561 6,491 6,447

GENERAL GOVERNMENT

Expenditures in the general government category are largely for 
making and enforcing laws, collecting taxes, managing the public 
debt, administering Federal records and property, and for payments to 
the Civil Service retirement trust fund.

Expenditures for general government are expected to increase from
1.4 billion dollars in the current fiscal year to 1.5 billion dollars in 
the fiscal year 1954. The increase is chiefly due to higher Federal 
payments to the Civil Service retirement system and to increased 
expenditures for maintenance and repair of Government buildings.

Federal financial management.— Under the reorganization plan ap
proved by the Congress last March, the Bureau of Internal Revenue 
has reconstituted its Washington office, decentralized certain super
visory functions to 17 newly established districts, and made its 
inspection service independent of the rest of the Bureau. W ell- 
qualified personnel have been selected to fill the key positions, all of 
which, except the position of Commissioner of Internal Revenue, are 
now part of the classified civil service. These steps, by strengthen
ing supervision and more clearly defining responsibilities, should not 
only tighten enforcement of the revenue laws, but also permit the 
Bureau to give better assistance to taxpayers. This Budget provides 
for increased activity in the collection of delinquent taxes.
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Large numbers of savings bonds purchased during World W ar II  
are now reaching maturity. The owners of most of these bonds are 
continuing to hold them under the extension program authorized in 
1951. Nevertheless, more than one-quarter of these bonds are being 
presented for redemption. These redemptions, plus an increase in 
current sales of new savings bonds, have sharply increased the work
load of the Bureau of the Public Debt. I am therefore recommending 
an increase in the Bureau’s appropriation.

G E N E R A L  G O V E R N M E N T

[Fiscal years. In millions]

Expenditures Recom
mended new

Program or agency
1952

actual
1953

estimated
1954

estimated

obligational 
authority 
for 1954

Legislative and judicial functions............. . _ ...................... ......... $70 $76 $77 $75
Executive direction and management____________________ 9 8 7 7
Federal financial management:

Tax collection__________________ _________ ___________ - 270 273 281 273
Customs collection, debt management, and other______ 168 173 186 182

Other central services:
Central property and records management____________ 191 164 205 202
Civil Service Commission_____________________________ 20 21 21 20
Other------------------- -------------- ---------- ----------------------------- 24 22 23 40

Retirement for Federal civilian employees______  _______ 313 324 430 430
Protective services and alien control:

Federal Bureau of Investigation_______________________ 91 70 76 77
Immigration and Naturalization Service---------------------- 40 41 47 48
Other_________________________________________________ 33 21 21 21

Territories, possessions, and District of Columbia_____ 50 59 59 59
Other general government:

Payment of claims and relief acts (Treasury Depart
ment)--------------------------- -------------------------------------------- 76 76 65 O )

Weather Bureau____________ _____________ _________ 26 27 27 28
Other___________________ ________ ____________  — 30 30 22 16

Total____  . . .  ________ ______________ 1,411 1,385 1,547 1,478

1 Less than one-half million dollars.

Central property and records management.— Under the Federal 
Property and Administrative Services Act of 1949, as amended, the 
General Services Administration has taken major steps to manage 
more efficiently the buildings owned or operated by the Federal 
Government, to buy more economically the items used by many 
Government agencies, and to reduce materially the cost of handling 
and storing Government records.

The sharp reductions in appropriations last year have made it 
impossible to maintain and operate public buildings properly. I  
am therefore recommending an increase to restore these services to
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levels more nearly adequate— but still below those maintained by  
operators of comparable private buildings. I am also recommending 
increases to permit necessary repairs to Government buildings, to 
finance the first installment of a three-year program for modernizing 
major post office facilities in the interests of increased efficiency, to 
extend the central procurement of common-use items, and to obtain the 
increased savings that may be expected from wider use of surplus 
equipment and supplies. The funds recommended in this Budget 
would also finance the last two of ten record centers started two years 
ago, and thus would complete a program which has already made large 
savings through better utilization of space and release of filing 
equipment.

Civilian personnel management.— The great improvements made in 
the Federal civilian service in recent years have brought us nearer 
to our goal of a real career service throughout the Government, in 
which all appointments and promotions are based on merit and the 
conditions of employment provide positive incentives to honest, 
efficient work. To continue this progress, the funds proposed in this 
Budget w^ould increase the proportion of placements made through 
competitive examinations conducted by the Civil Service Commission 
and boards of examiners in the agencies, extend the Commission's 
inspections of personnel management in the agencies, and bring 
certain overseas personnel under the competitive civil service.

The Classification Act of 1949 authorized a limited number of posi
tions in grades G S-16, 17, and 18 created under that act. This au
thorization has been amended by a series of subsequent enactments, 
frequently in appropriation acts, each allowing a few positions for 
selected agencies and programs. The lack of consistency in these 
several statutes constitutes an obstacle to effective management and 
should be eliminated through the enactment of a single general au
thorization covering the requirements of all executive branch agencies. 
For this reason, appropriation requests do not include authority to 
individual agencies for additional positions in these grades.

Retirement jor Federal civilian personnel.-— I am recommending 
appropriations of 427 million dollars to cover the Government's 
obligations to the Civil Service Retirement and Disability fund and
3 million dollars to pay annuities under special laws. The Govern
ment's obligations to the Civil Service Retirement and Disability fund 
include 59 million dollars to cover the cost for 1953 and 1954 of the 
temporary increase in benefits voted last summer for persons then 
receiving annuities from the Civil Service retirement system, and 368 
million dollars for its contribution as employer for the fiscal year 1954. 
The amounts I  am recommending do not provide for payments on

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

1954



M E S S A G E  O F  T H E  P R E S I D E N T m 53

the Government’s outstanding liability to the fund, since this is one 
of the problems to be studied by the Committee on Retirement Policy 
for Federal Personnel recently established by the Congress.

Protective services and alien control.— The Immigration and Nation
ality Act, which became effective on December 24, 1952, has con
siderably expanded the responsibility of the Department of Justice 
and other departments in such fields as investigation, deportation, 
inspection, and naturalization. The law also expands Federal controls 
over alien crewmen and registered aliens, increases visa requirements, 
and adds new grounds for exclusion and deportation. Also, the 
Government must pay almost all of the costs of detention, hospitali
zation, and deportation which were previously borne in part by  
private carriers. To finance the substantial increases in staff neces
sary to administer the new law, as well as to strengthen enforcement 
along the Mexican border, it is recommended that the appropriation 
for the Immigration and Naturalization Service be increased to 48 
million dollars in 1954, and that a supplemental appropriation of 1.7 
million dollars be enacted for 1953.

I continue to believe that the new law contains many provisions 
that are unwise, unfair, and incompatible with our foreign policy 
objectives. The Commission on Immigration and Naturalization 
has now published its findings and recommendations. I urge the 
Congress to give them its prompt attention.

INTEREST

Interest payments constitute a large and growing charge on the 
Budget. They represent mainly the current cost of the fivefold 
increase in our public debt which occurred as a result of World W ar II. 
As fixed charges, they cannot be reduced by congressional or Executive 
action, but vary only as securities are issued, retired, or refunded under 
changing interest rates and with varying payment periods.

IN T E R E S T  

[Fiscal years. In millions]

Item

Expenditures Recom
mended new 
obligational 
authority 
for 1954

1952
actual

1953
estimated

1954
estimated

Interest on public debt___ _ ________________________________ $5,853 
76 
5

$6,450 
65 
5

$6,350 
65 
5

$6,350 
65 
5

Interest on refunds of receipts------ ------- ---------------------------------
Interest on trust deposits------------------ ------------------------ ---------

Total________________________________  _____________ 5,934 6,520 6,420 6,420
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Interest on the public debt.— The cost of interest on the public debt 
in the fiscal year 1954 is estimated at 6,350 million dollars. The 
decrease of 100 million dollars from the 1953 estimate does not indi
cate a reversal of the upward trend in interest payments, but merely 
reflects an unusual situation which occurred during the fiscal year
1953. More than 15 billion dollars in certificates of indebtedness 
which paid almost a year's interest at maturity were refunded early 
in the fiscal year 1953 into new obligations on which interest pay
ments for half a year or more are due on June 1, 1953. Thus, about 
20 months' interest on this portion of the debt falls due during the 
current fiscal year.

Although interest expenditures in 1954 will be lower than in 1953 
because of this unusual situation, interest costs are still rising. These 
increases are due in large part to the higher interest rates paid on 
securities issued or refunded during the past two years. In addition, 
each year an increasing amount of special issues is held by Govern
ment agencies and trust funds. The interest rates on these issues are 
slightly above the average rate on the debt as a whole. Furthermore, 
these interest rates tend to increase when the average interest rate 
on the total debt rises.

Recent increases in the size of the interest-bearing debt are the 
second major reason for the rise in interest costs. B y  the end of the 
current fiscal year, the outstanding debt will have increased by
6.5 billion dollars since Korea, and the 9.9 billion dollar deficit esti
mated for the fiscal year 1954 will cause a further increase.

M y  interest in and study of the Federal Budget began many years 
before I became President. As President, I  have given the Budget 
m y constant attention. It  should receive that same attention from 
the Congress, particularly because of one basic fact often overlooked 
and often misunderstood.

This fact is that the financial program of the Government cannot 
be planned in terms of a single fiscal year. It must be planned in the 
light of security, economic, and budgetary goals— not just for the ensu
ing year but for three and even four years ahead.

The Budgets I have transmitted have always reflected such plan
ning. M y  recommendations on taxes and appropriations have had
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as their objectives the meeting of all our responsibilities for the 
security and welfare of our people and for a growing economy with a 
stable currency and a balanced budget.

Budget and fiscal policies are tools of national policy. As such, they 
are subjects of controversy and evolution. I believe that the policies 
I have supported are sound, and that the recommendations in this 
Budget will enable us to meet our national needs in the fiscal year 1954 
in the light of the Nation-wide and world-wide objectives of the United 
States.

H a r r y  S . T r u m a n .

J a n u a r y  9, 1953.
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