
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 am transmitting herewith the Budget of the United States for 

the fiscal year ending June 30, 1955.

The budget message is divided into two parts. The first part is a 
general statement summarizing the budget and a number of its most 
important aspects. The second part includes pertinent details of my 
tax and legislative programs, and of the budget. Together the two 
parts comprise my budget message.

When this administration took office on January 20 of last year one 
of its first concerns was the budget for the 1954 fiscal year, which 
had been sent to the Congress on January 9, 1953, by the previous 
administration. With the cooperation of the Congress that budget 
promptly was revised and reduced. This new budget is the first 
prepared entirely by this administration.

It provides adequately, in my judgment, for the national defense 
and the international responsibilities of the Nation—responsibilities 
which we must undertake as a leader of the free world. On the success 
of this leadership depends our national security and prosperity. The 
budget also provides adequately for the current needs of the Govern
ment and for constructive forward steps in our domestic responsibili
ties and programs.

The recommended budget continues the strengthening of our mili
tary posture; our progress in the development and production of 
atomic weapons; the expansion of our system of continental defense; 
assistance in the development of the military strength of friendly 
nations; and programs for rapid mobilization if an emergency should 
arise.

Authority is recommended for new and advanced work on the 
peacetime uses of atomic energy in the earnest hope that present 
international relations can be improved and the wonders of nuclear 
power can be turned gradually to the development of a more abundant 
life for ourselves and all mankind.

The budget contains provisions for legislative recommendations 
for expanding the coverage and increasing the benefits of our social 
security system; for promoting better housing conditions and more 
widespread home ownership in the Nation; for improving our system 
of education; for conserving our natural resources; for helping pre
vent the ravages of floods and soil erosion; for encouraging the expan
sion of adequate health and hospital care for our people; and for other 
constructive domestic purposes designed to strengthen the foundations 
of a stable and prosperous economy.
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This budget continues the progress that has been made during the 
past year in reducing both requests for new appropriations and 
Government expenditures. The reductions in expenditures already 
accomplished, together with those now proposed, justify the tax 
reductions which took effect January 1 and the further tax revisions 
I am recommending. These lower taxes will encourage continued high 
capital investment and consumer purchases. Despite the substantial 
loss of revenue caused by these tax reductions, we have moved closer 
to a balanced budget.

One of the first problems of this administration was to bring the 
budget under better control. That was substantially accomplished 
in the revision of the original budget document for the fiscal year 
1954. Now an amount approximately equal to the savings made in 
this new budget is being returned to the public in tax reductions and 
tax revisions. This amount substantially exceeds the estimated 
budget deficit.

In preparing this budget the administration has directed its atten
tion to essential activities and programs rather than to those which 
some might consider desirable and appropriate, at this time, for the 
Federal Government to undertake. It assumes fairly stable condi
tions, internally and externally, during the period it covers. It 
allows for the continuing heavy demands of the national security 
programs on the budget. But as we continue to reduce and eliminate 
the less desirable or the unnecessary Government expenditures, it will 
become possible to turn to other purposes which are the most desirable 
in terms of their benefits to all of the people.

This budget marks the beginning of a movement to shift to State 
and local governments and to private enterprise Federal activities 
which can be more appropriately and more efficiently carried on in that 
way. The lending activities of the Reconstruction Finance Corpora
tion; the services provided by the Inland Waterways Corporation; 
certain agricultural activities; and some aspects of our health, educa
tion, and welfare programs are examples of this type of action. In 
those cases where Federal participation is necessary, the effort of this 
administration is to develop partnerships rather than an exclusive and 
often paternalistic position for the Federal Government.

This budget also benefits from material savings from the decreased 
costs of Federal operations resulting from our constant effort to im
prove the management of Government activities and to find better 
and less expensive ways of doing the things which must be done by the 
Federal Government.

The total effect of the recommendations for the 1955 budget, under 
existing and proposed legislation, is shown with comparable figures for 
earlier years in the following table. The table also reflects certain
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MESSAGE OF THE PRESIDENT

technical adjustments for 1955 and prior years which do not affect the 
budget surplus or deficit and are described in part II of this message. 
Both receipts and expenditures include, insofar as can be determined, 
the estimated budgetary results of my recommendations for new 
legislation.

BUDGET TOTALS 

[Fiscal years. In billions]

1950
actual

1951
actual

1952
actual

1953
actual

i 1954 estimated
1955
esti

matedBudget
docu
ment

Cur
rent

New authority to Incur obligations__________ $49.3 $82.9 $91.4 $80.2 $71.8 $60.7 $56.3

Receipts:
Under existing legislation_______________ 36.5 47.5 61.4 64.6 68.0 67.4

.2
61.5
1.2Under proposed legislation___________  _

Total receipts _____ ___________ 36.5 47.5 61.4 64.6 68.0 67.6 62.7

Expenditures:
Under existing legislation_________ ______ 39.6 44.0 65.4 74.0 75.6

2.3
70.9
(2)

64.5
1.1Under proposed legislation________ _____

Total expenditures__________________ 39.6 44.0 65.4 74.0 77.9 70.9 65.6

Surplus (-{--) or deficit (—)_________ ________ _ -3 .1 +3.5 -4 .0 -9 .4 -9 .9 -3 .3 -2 .9

Cumulative unspent balances of appropria
tions at end of year ______________________ 3 14.1 3 50.3 68.8 78.7 67.4 66.5 54.1

1 References to 1954 are to the 1954 budget document of January 9,1953, as presented to the Congress, and 
to currently revised budget estimates.

2 Less than 50 million dollars.
3 Estimated. Detailed accounting data are not available.

General budget policy.—This administration is dedicated to greater 
efficiency and economy in meeting the Nation’s security requirements 
and the necessary and valid functions of the Government.

The current estimates of the 1954 budget show that the requests for 
new appropriations were reduced about 12.5 billion dollars, new obli
gational authority was reduced more than 11 billion dollars, and ex
penditures were reduced 7 billion dollars below the totals estimated in 
the 1954 budget document of the previous administration.

Similar reductions continue in the budget recommended for the 
fiscal year 1955. Recommended new obligational authority is 4.4 
billion dollars less than the current estimate for the fiscal year 1954, 
15.5 billion dollars less than recommended for that year in the 1954 
budget document, and 23.9 billion dollars less than in 1953. Esti
mated expenditures for the fiscal year 1955 are 5.3 billion dollars less
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than the current estimate for the fiscal year 1954, 12.3 billion dollars 
less than recommended in the 1954 budget document, and 8.4 billion 
dollars less than in 1953.

Thus, new obligational authority has been reduced 15.5 billion 
dollars and estimated expenditures have been reduced 12.3 billion 
dollars since this administration took office.

These reductions justified lower taxes. Without tax reductions, a 
budget surplus was in sight for the fiscal year 1955.

So that most of the new savings could be passed along to the tax
payers of the Nation as a whole, with beneficial effects on our entire 
economy, I believed it best to adopt a course leading toward the twin 
goals of a balanced budget and tax reductions.

The reductions in 1954 expenditures were devoted to reducing the 
large deficit forecast in the 1954 budget document. The anticipated 
savings in 1955 budget expenditures already have been reflected in 
the tax reductions of January 1 of this year and are also reflected in 
the tax revisions I am recommending in this message.

Together these tax reductions will total nearly 5 billion dollars.
We will still have a budgetary deficit of slightly less than 3 billion 

dollars for the fiscal year 1955, as now estimated. But we will continue 
determined efforts for economy to reduce that deficit during the 1955 
fiscal year.

Furthermore, despite the loss of cash revenue from the tax reduc
tions and revisions, the total cash transactions of the Government with 
the public are now estimated to show a small cash surplus for the fiscal 
year 1955.

Budget totals, fiscal year 1954,—The actual budget deficit for the 
fiscal year 1953 was 9.4 billion dollars. The budget deficit for the 
fiscal year 1954, indicated in the 1954 budget document, was 9.9 
billion dollars. The current estimates of the budget for that year 
show a budgetary deficit of 3.3 billion dollars.

Total Government cash transactions with the public include the 
receipts and payments of the social security and other trust funds 
which are not considered part of the budget. In 1953 the excess of 
cash payments to the public over receipts from the public was 5.3 
billion dollars. The 1954 budget document estimated an excess of 
cash payments of 6.6 billion dollars. Present estimates indicate an 
excess of cash payments over receipts in 1954 of more than 200 million 
dollars, a reduction of 6.4 billion dollars in the cash deficit originally 
estimated.

Budget totals, fiscal year 1955.—The budget for the fiscal year 1955 
is estimated to show a deficit of 2.9 billion dollars.
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Deficits
Fiscal year: (in billions)

195 2   $4.0
195 3  9. 4
1954:

As estimated, January 9, 1953___________________________  9. 9
Revised estimate_________________________________________  3. 3

1955 estimate____________________________________ __________  2. 9

The presently estimated deficit for the 1955 fiscal year is in sharp 
contrast to a deficit forecast made by the Bureau of the Budget prior 
to transmission to the Congress of the 1954 budget document. This 
projection of the programs in existence and contemplated in the
1954 budget document, under the tax laws as they then existed, 
indicated a deficit for the 1955 fiscal year about five times greater 
than the deficit now estimated.

Budget receipts and expenditures for the fiscal year 1955 are 
estimated as follows:

Receipts Expenditures 
(in billions)

Under existing legislation__________________________  $61. 5 $64. 5
Under proposed legislation_________________________  1. 2 1.1

Total_____ __________________________________  62. 7 65. 6
Budget receipts allow for an estimated loss of revenue, totaling 

nearly 5 billion dollars, from the tax reduction which took effect 
January 1 and from the cost of recommended tax revisions, insofar as 
these will apply to the 1955 fiscal year. On a full-year basis the 
revenue loss will approach 6 billion dollars.

The total cash transactions of the Government with the public show 
an estimated excess of receipts from the public over payments to the 
public of more than 100 million dollars in the fiscal year 1955.

This record of progress toward a balanced budget is the result of a 
determined and continuous effort to bring the financial affairs of the 
Government under control.

New obligational authority — My recommendations for new appro
priations and other new obligational authority for the fiscal year 1955 
amount to 56.3 billion dollars, a further reduction from the amounts 
enacted during the last several years.

New obligational
authority

Fiscal year: (*n billions)
195 2  $91.4
195 3  _______________________________________ 80.2
1954:

As estimated, January 9, 1953_____________________ ____  71. 8
Revised estimate_______________________________________  60. 7

1955, as recommended_____________________________ 56. 3
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MlO MESSAGE OF THE PRESIDENT

New obligational authority includes new appropriations, additions 
to borrowing authority, and certain adjustments to the authority of 
agencies to incur obligations. The above figures are on a comparable 
basis, reflecting certain adjustments in composition and definition 
made in this budget, partly to conform to congressional practices. 
Details are shown in the second part of this message.

The accumulated unexpended balances of prior appropriations as of 
June 30, 1953, of 78.7 billion dollars, will be reduced to 66.5 billion 
dollars by June 30, 1954, and t9 54.1 billion dollars by June 30, 1955, 
as now projected.

The lower levels of new obligational authority and of accumulated 
unexpended balances for 1954 and 1955 lead to less expenditures in 
these and in future years. In the revision of the 1954 budget and in 
the 1955 budget the trend clearly is toward a balanced budget.

Budget expenditures.—Total budget expenditures in the fiscal year
1955 are estimated at 65.6 billion dollars.

Expenditures
Fiscal year: (<» biUions)

195 2  $65.4
195 3  74. 0
1954:

As estimated, January 9, 1953__________________________  77. 9
Revised estimate________________________________________  70. 9

1955 estimate______________________________________________ 65. 6

Proposed expenditure programs for 1955 fall in three broad cate
gories: national security, major programs relatively uncontrollable 
under existing and proposed legislation, and all other Government 
programs.

Expenditures for major national security programs—for the military 
functions of the Department of Defense, the mutual military program, 
atomic energy, and stockpiling of strategic materials—dominate the 
budget and are estimated at 44.9 billion dollars in the fiscal year 1955. 
This compares with a presently estimated 48.7 billion dollars in 1954 
and 50.3 billion dollars in 1953. These amounts are about the same 
percentage of total budget expenditures in each of the 3 years.

Closely related to these major security programs are other activities 
for national security included elsewhere in the budget. Our foreign 
economic assistance and information programs are particularly essen
tial to deter aggression and strengthen the world forces for peace.

Proposed reductions in major national security expenditures in 1955 
represent the largest single element of reduction from the current 
year’s level of expenditures. I emphasize, however, that these savings 
result from revisions in programs, from shifts in emphasis, from better
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balanced procurement, and from improved management and opera
tions. Our security is being strengthened—not weakened. Further, 
while expenditures for some programs in this category will be reduced, 
others will be increased.

Of the four major national security programs, proposed 1955 expend
itures for the Atomic Energy Commission and for the mutual military 
program will be at the highest levels since the initiation of the two 
programs.

Within the Department of Defense the fiscal year 1955 expenditures 
on behalf of our airpower will be the largest since World War II. 
Allocations of expenditures for our continental defense program will 
be greater than in any previous year.

Expenditures for stockpiling—the fourth of the principal programs 
in the major national security category—will be less than in the fiscal 
year 1954, as a result of approaching fulfillment of stockpile require
ments in certain categories and of lower world market prices for 
materials still required for the stockpile.

Budget expenditures for certain Government activities are, by law, 
relatively nondiscretionary, and depend largely on factors outside the 
annual budgetary process. While relatively few in number these 
represent a large amount of dollars and the budget each year has to 
provide funds for them. For example, once the laws are placed on 
the statute books, grants to States for many purposes depend upon 
the extent to which States take advantage of Federal grant-in-aid 
programs; veterans’ pensions depend upon the number of qualified 
veteran applicants; farm price supports depend upon the size of crops 
and the demand for supported commodities; and interest payments 
on the national debt depend upon the amount of the debt and the 
rate of interest.

In the fiscal year 1955 it is estimated that budget expenditures of 
14.1 billion dollars will be required to support these programs. This 
amount is about the same as presently estimated for 1954 and almost 
800 million dollars less than similar expenditures in the fiscal year 1953.

Budget expenditures for other Government activities, which contain 
more elements controllable through the budget process, are reduced 
an estimated 2.2 billion dollars below the fiscal year 1953 and 1.5 
billion dollars below the present estimate for 1954. This is a reduc
tion, over the two fiscal years, of about 25 percent in the cost of these 
numerous day-to-day operations of the Government. These activities 
cover, in number, a large majority of the items in the budget, although 
the amount involved is about one-tenth of total budget expenditures.

Some substantial reductions in this category will result from a 
lessened postal deficit and management and program savings in many 
other departments. On the other hand, estimated expenditures for
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the Tennessee Valley Authority, urban development and redevelop
ment, college housing loans, the National Science Foundation, fish 
and wildlife resources, the school lunch program, and several other 
programs of domestic importance will be the largest in our history.

Budget receipts and taxes.—Budget receipts under existing and pro
posed legislation are estimated to be 62.7 billion dollars in the fiscal 
year 1955. This is 4.9 billion dollars less than presently estimated 
1954 receipts; 1.9 billion dollars less than 1953, and 1.3 billion dollars 
more than 1952.

Total Government expenditures and taxes are now so high that we 
must choose our path carefully between inadequate revenues on the 
one hand and repressive taxation on the other. I am anxious to have 
taxes reduced as fast as that can be done without building up infla
tionary deficits. It is the determined purpose of this administration 
to make further reductions in taxes as rapidly as justified by prospec
tive revenues and reductions in expenditures. The objective will be 
to return to the people, to spend for themselves and in their own way, 
the largest possible share of the money that the Government has been 
spending for them.

The start toward tax reductions is justified only because of success 
in reducing expenditures and improving the budgetary outlook. That 
outlook permits me to make some proposals for tax reform and reduc
tions for millions of taxpayers at this time which represent much- 
needed improvements in our tax system. These proposals are directed 
toward removing the most serious tax hardships and tax complications, 
and reducing the tax barriers to continued economic growth. The pro
posals will encourage the initiative and investment which stimulate 
production and productivity and create bigger payrolls and more and 
better jobs. The details of these proposals are many and represent 
much cooperative work by the House Ways and Means Committee 
and its staff and the Treasury Department. In part II of my budget 
message, I list and describe 25 important tax revisions.

I do not believe that the budgetary situation will permit further 
reductions of taxes at this time. Hence, I repeat my recommenda
tions of last May that the reductions in the general corporate income 
tax be deferred for 1 year; that the excise tax rates, scheduled to be 
reduced on April 1, including those on liquor, tobacco, automobiles, 
and gasoline, be continued at present rates; and that any adjustments 
in the other excise taxes be such as to maintain the total yield which 
we are now receiving from this source.

Debt management.—A sound dollar is the cornerstone of financing 
policy under this administration. The problem of debt management
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is not only one of offering securities for cash or refunding which the 
market will take, but of appraising the economic situation and adapt
ing financing plans to it, so that as far as possible debt management 
does not contribute to either inflation or deflation.

This means close cooperation with the Federal Reserve System, 
whose duty it is under the law to administer the money supply, with 
these same objectives in view.

Nearly three-quarters of the debt we inherited a year ago matures 
within less than 5 years or is redeemable at the holder’s option. 
Too large a proportion is in the hands of banks. This is the result of 
financing over a period of years too largely by short term issues at 
artificially low interest rates maintained by Federal Reserve support. 
These policies contributed to cheapening the dollar.

A start has been made in lengthening the maturities of the debt, 
as well as obtaining a wider distribution among individuals and other 
nonbank investors. In our 1953 debt operations, maturities were 
lengthened in 5 out of 9 times.

There is every reason to look forward with confidence to this 
country’s ability to put its financial house in better order without 
serious disruption of credits or markets. The stream of the Nation’s 
savings is huge, larger than ever before; the financial system is sound. 
With a reasonable assurance of sound money of stable buying power 
there is no better investment than securities of the United States 
Government.

The national debt is now close to the legal limit of 275 billion dollars. 
In view of the wide swings in receipts and expenditures and their un
predictability, it is not prudent to operate the huge business of the 
United States Government in such a strait jacket as the present debt 
limit.

These difficulties will become worse as we move forward in the 
year. We shall be close to the debt limit and our cash balances 
will be dangerously low on several occasions in the first half of the 
calendar year.

In the second half of the calendar year, when tax receipts are 
seasonally low, there will be no way of operating within the present 
debt limit.

For these reasons, I renew my request to the Congress to raise the 
debt limit.

Proposed legislation.—Legislative proposals are reflected in separate 
messages or are included in the appropriate sections of part II of this 
message.

A summary of the budgetary impact of the legislative program also 
is given in part II.
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In summary, I emphasize that this budget carries out the policy of 
this administration to move toward reduced taxes and reduced Gov
ernment spending as rapidly as our national security and well-being 
will permit.

By using necessity—rather than mere desirability—as the test for 
our expenditures, we will reduce the share of the national income 
which is spent by the Government. We are convinced that more 
progress and sounder progress will be made over the years as the 
largest possible share of our national income is left with individual 
citizens to make their own countless decisions as to what they will 
spend, what they will buy, and what they will save and invest. 
Government must play a vital role in maintaining economic growth 
and stability. But I believe that our development, since the early 
days of the Republic, has been based on the fact that we left a great 
share of our national income to be used by a provident people with 
a will to venture. Their actions have stimulated the American genius 
for creative initiative and thus multiplied our productivity.

This budget proposes that such progressive economic growth will 
be fostered by continuing emphasis on efficiency and economy in 
Government, reduced Government expenditures, reduced taxes, and 
a reduced deficit. The reduced request for new obligational authority 
promises further that, barring unforeseen circumstances, the budgets 
I shall recommend in the future will be directed toward the same 
objectives.

D w i g h t  D .  E i s e n h o w e r .

J a n u a r y  21, 1954.
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PART II

To the Congress oj the United States:
This, the second part of my budget message, discusses in consider

able detail my recommended program for the Government for the 
fiscal year 1955.

I now present and describe my legislative proposals for taxes, and 
summarize my other legislative proposals, indicating their budgetary 
impact. This is followed by a presentation and discussion of the 
pertinent details of the budget.

TAX PROPOSALS

Our whole system of taxation needs revision and overhauling. It 
has grown haphazardly over many years. The tax system should be 
completely revised.

Revision of the tax system is needed to make tax burdens fairer for 
millions of individual taxpayers. It is needed to restore normal 
incentives for sustained production and economic growth. The 
country’s economy has continued to grow during recent years with 
artificial support from recurring inflation. This is not a solid founda
tion for prosperity. We must restore conditions which will permit 
traditional American initiative and production genius to push on to 
ever higher standards of living and employment. Among these 
conditions, a fair tax system with minimum restraints on small and 
growing businesses is especially important.

I believe that this proposed tax revision is the next important step 
we should take in easing our tax burdens. After it is completed, 
further reductions in expenditures can be applied to our two objectives 
of balancing the budget and reducing tax rates.

A year ago I asked the Secretary of the Treasury to undertake a 
complete review of the tax system and make recommendations for 
changes. The Committee on Ways and Means of the House of 
Representatives had already started constructive examination of the 
tax laws with the same objectives. Extensive hearings were held by 
the committee during the late spring and summer.

The proposed revisions are the result of a year’s intensive work. 
The collaboration between congressional and Treasury staffs in the 
development of a tax revision bill bas been very close. It may, I 
hope, provide a precedent for similar collaboration in other fields of 
legislation.

I shall not list here all the detailed points developed for the revision 
of the tax laws. The following recommendations cover the major 
points.

m 15
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They will substantially reduce the more glaring inequities, thereby 
helping vast numbers of our people in their individual tax burdens. 
They will reduce the more serious restraints on production and 
economic growth. They will promote investment, which provides 
new and better methods of production and creates additional payrolls 
and more jobs.

The revisions will also make the law simpler and surer, with benefits 
to both taxpayers and the Government. They will in many ways 
prevent abuses by which some taxpayers now avoid their rightful 
share of tax burdens by taking unfair advantage of technicalities.

1. Children earning over 600 dollars.—At present, parents cannot 
claim as a dependent any child who earns over 600 dollars a year. This 
discourages children in school or college from earning as much as they 
can to help in their support. I recommend that a parent should be 
permitted to continue to claim a child as a dependent regardless of 
the child’s earnings if he is under 18 or away from home at school, as 
long as he is in fact still supported by the parent. Such dependents 
should, of course, continue to pay their own income tax on earnings 
above 600 dollars.

2. Heads oj families.—At present, a widow or widower with depend
ent children is denied the full benefit of income-splitting available to 
married couples. It seems unfair to tax the income of a surviving 
parent with dependent children at higher rates than were applied to 
the family income before the death of one of the partners in a marriage. 
I recommend that widows and widowers with dependent children be 
allowed to split their income as is now done by married couples.

This same tax treatment should be authorized for single peonle 
supporting dependent parents. Furthermore, the present require
ment that dependent parents must live with their children for the 
children to qualify for this tax treatment should be removed. It is 
often best for elderly people to be able to live in their own homes, 
and the tax laws should not put a penalty on family arrangements of 
this sort.

3. Foster children as dependents.—-At present, foster children and 
children in process of adoption may not be claimed as dependents. 
I recommend that such children be allowed as dependents.

4. Expenses of child care.—Some tax allowance can properly be 
given for actual costs of providing care for the small children of 
widows or widowers who have to work outside the home. The same 
tax privilege should be given to working mothers who, because their
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husbands are incapacitated, provide the principal support of their 
families.

5. Medical expenses.—The present tax allowances for unusual 
medical expenses are too limited to cover the many tragic emergencies 
which occur in too many families. I recommend that a tax allow
ance be given for medical expenses in excess of 3 percent of income 
instead of 5 percent as at present. I recommend further that the 
present ceiling of 1,250 dollars for a single person with a maximum 
ceiling of 5,000 dollars for a family should be doubled so that the maxi
mum for a family will be 10,000 dollars. However, to avoid abuses in 
medical deductions, I recommend that the definition of medical 
expenses be tightened to exclude both ordinary household supplies 
and certain indirect travel expenses.

6. Medical insurance and sick benefits jor employees.—Insurance 
and other plans adopted by employers to protect their employees 
against the risks of sickness should be encouraged by removing the 
present uncertainties in the tax law. It should be made clear that the 
employer’s share of the costs of providing such protection on a group 
basis will not be treated as income on which the employee is liable 
for tax. This principle should be applied to medical and hospital 
insurance as well as to a full or partial continuation of earnings during 
a sickness.

There should be no tax discrimination between plans insured with 
an outside insurance company and those financed directly by the 
employer. At present, payments received by a person while sick are 
entirely nontaxable if made under an insured plan. This makes it 
possible for a person subject to high tax rates to have a much larger 
net income while on sick leave than while at work. To prevent 
abuses, I recommend that a limit of 100 dollars a week be placed on 
tax-free benefits, but this exemption should be extended only to plans 
meeting certain general standards.

7. Pension and projit-sharing plans for employees.—The conditions 
for qualification for special tax treatment of employers’ pension plans 
are too involved. Such plans are desirable. I recommend that the 
rules be simplified and that greater discretion be given in establish
ing plans for different groups of employees, so long as there is no 
discrimination in favor of key executives or stockholders.

Under present law, the value of a future pension to a surviving 
widow or child of an employee is included in the husband’s taxable 
estate, even though the survivors may not live to receive the full 
benefits and there may be no cash available to pay the tax. I recom
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mend that such value should not be included in an estate but that 
the survivors continue to pay tax on the pension in the same manner 
that it was taxed to the person first receiving it.

At the same time, to avoid unfair competition with ordinary tax- 
paying businesses, I recommend that pension trusts be restricted in 
the same manner as tax-exempt foundations. They should also be 
subject to rules in regard to percentage distribution of their assets 
comparable to those applying to regulated investment companies.

8. Taxation oj annuities.—Under the present tax law, a person 
buying an annuity is taxed on a relatively large part of each payment 
until his cost is fully recovered, at which time the full amount becomes 
taxable. The tax rule is so strict that often a person is not likely to 
get his capital back tax free unless he lives beyond his life expectancy. 
I recommend that the tax treatment of annuities be determined on the 
basis of the life expectancy of the person receiving it. This will permit 
the hundreds of thousands of people who buy annuities to recover their 
capital free of tax over their life expectancies and will avoid any 
change in the tax status of an annuity during a person’s lifetime.

9. Double taxation oj dividends.—At present, business income is 
taxed to both the corporation as it is earned and to the millions of 
stockholders as it is paid out in dividends. This double taxation is 
bad from two standpoints. It is unfair and it discourages investment. 
I recommend that a start be*made in the removal of this double taxa
tion by allowing stockholders a credit against their own income taxes 
as a partial offset for the corporate tax previously paid. This will 
promote investment which in turn means business expansion and 
more production and jobs.

Specifically, I recommend that the credit be allowed on an increasing 
scale over the next 3 years. For this year, I recommend that a credit 
of 5 percent be allowed; for 1955, a credit of 10 percent; and, in 1956 
and later years, 15 percent. To avoid shifts in the payment dates of 
corporation dividends, these credits should apply to dividends received 
after July 31 of each year. To give the full benefit immediately to 
small stockholders, I recommend that the first 50 dollars of dividends 
be completely exempted from tax in 1954 and that the first 100 dollars 
be exempted in 1955 and later years.

10. Estimated returns.—The burden on those required to file esti
mated tax returns should be reduced by increasing the number of 
optional ways in which an individual can estimate his tax without 
being subject to penalty for an underestimate. I recommend also that 
the penalties resulting from underestimates be simplified by being 
stated as a 6-percent interest charge on deficiencies.
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11. Filing date.—To reduce the burdens of preparing and filing 
returns in the early months of the year, I recommend that the March 
15 filing date for individuals be changed to April 15.

In the taxation of business the same objectives of fairness, simplicity, 
and reduction of tax barriers to production and normal economic 
growth are important. The present tax law should be revised on the 
basis of these standards.

Particular attention should be given in the revision of the law to 
the problems of small and growing business concerns. I cannot 
emphasize too strongly the social and economic importance of an 
environment which will encourage the formation, growth, and con
tinued independent existence of new companies.

12. Depreciation.—A liberalization of the tax treatment of deprecia
tion would have far-reaching effects on all business and be especially 
helpful in the expansion of small business whether conducted as 
individual proprietorships, partnerships, or corporations. At present, 
buildings, equipment, and machinery are usually written off uniformly 
over their estimated useful lives. The deductions allowed, especially 
in the early years, are often below the actual depreciation. This dis
courages long-range investment on which the risks cannot be clearly 
foreseen. It discourages the early replacement of old equipment with 
new and improved equipment. And it makes it more difficult to 
secure financing for capital investment, particularly for small business 
organizations.

I recommend that the tax treatment of depreciation be substantially 
changed to reduce these restrictions on new investment, which provides 
a basis for economic growth, increased production, and improved 
standards of living. It will help the manufacturer in buying new 
machinery and the storekeeper in expanding and modernizing his 
establishment. It will help the farmer get new equipment. All of 
this means many more jobs.

Specifically, I recommend that business be allowed more freedom in 
using straight-line depreciation and in selecting other methods of 
depreciation. Larger depreciation charges should be allowed in the 
early years of life of property by the use of the declining-balance 
method of depreciation at rates double those permitted under the 
straight-line method. Other methods which give larger depreciation 
in early years should be accepted, so long as they do not produce 
deductions which exceed those available under the declining-balance 
method.

The new methods of depreciation should be allowed for all invest
ments in buildings, equipment, and machinery made after January 1, 
1954. This would include farm buildings and equipment and new 
construction of commercial and industrial buildings and rental housing.
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Faster depreciation, it should be noted, will merely shift the tax 
deductions from later to earlier years. It will not increase total 
deductions. The change should, in fact, increase Government 
revenues over the years because of the stimulation which it will give 
to enterprise and expansion.

In addition to the tax treatment of depreciation, which is important 
for all business, there are other features of the tax law which are of 
special importance to small business.

13. Research and development expenses.—At present, companies are 
often not permitted to deduct currently for research or development 
expenses. This rule is especially burdensome to small concerns 
because large companies with established research laboratories can 
usually get immediate deductions. I recommend that all companies 
be given an option to capitalize or to write off currently their expenses 
arising from research and development work. Oux tradition of 
initiative and rapid technical improvements must not be hampered 
by adverse tax rules.

14. Accumulation of earnings.—At present, the penalty tax on exces
sive accumulations of corporate earnings operates to discourage the 
growth of small companies which are peculiarly dependent on retained 
earnings for expansion. The tax in some form is necessary to prevent 
avoidance of individual taxes by stockholders, but I recommend that 
the law be changed to make the Government assume the burden of 
proof that a retention of earnings is unreasonable.

15. Taxation of partnerships.—The tax law applicable to partner
ships is complex and uncertain. I recommend that it be simplified and 
made definite. It should be possible to form partnerships and make 
changes in them without undue tax complications.

16. Optional tax treatment for certain corporations and partnerships.— 
Small businesses should be able to operate under whatever form of 
organization is desirable for their particular circumstances, without 
incurring unnecessary tax penalties. To secure this result, I recom
mend that corporations with a small number of active stockholders 
be given the option to be taxed as partnerships and that certain 
partnerships be given the option to be taxed as corporations.

17. Corporate reorganizations.—The tax law applicable to reorganiza
tions and recapitalizations of corporations is also complex and 
uncertain. This part of the law should be simplified and made suffi
ciently definite to permit people to know in advance the tax conse
quences of their actions.
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The owners of small corporations frequently find it necessary to 
rearrange their interests in a corporation in anticipation of estate 
taxes, to secure new capital, or to make stock available for a new 
management group. 1 recommend that the tax law permit tax-free 
rearrangements of stockholders’ interests in corporations, so long as 
no corporate earnings are withdrawn. Such changes will remove 
some of the tax pressures which force the sale of independent com
panies to larger corporations. At the same time, the law should be 
tightened to prevent abuses by which corporate earnings are with
drawn through the issuance and redemption of corporate securities. 
It should also be amended to avoid abuses through the purchase of 
corporations to acquire their rights to loss carryovers.

18. Loss carryback.—At present, losses may be carried back and off
set against prior earnings for 1 year and carried forward to be offset 
against future earnings for 5 years. I recommend that the carry
back be extended to 2 years. This will benefit established companies 
which become distressed. The 5-year carryforward should be con
tinued to permit new businesses to offset their early losses against 
later profits.

19. Soil conservation expenses.—At present, only limited and uncer
tain tax deductions are allowed for soil conservation expenses on 
farms. I recommend that such deductions be allowed up to 25 per
cent of the farmer’s gross income.

20. Accounting definitions.—Tax accounting should be brought more 
nearly in line with accepted business accounting by allowing prepaid 
income to be taxed as it is earned rather than as it is received, and 
by allowing reserves to be established for known future expenses.

21. Multiple surtax exemptions, consolidated returns, and intercorpo
rate dividends.—I recommend that the law be tightened to remove 
abuses from the use of multiple corporations in a single enterprise. I 
also recommend that the penalty tax on consolidated returns and inter
corporate dividends be removed over a 3-year period.

22. Business income from foreign sources.—I recommend that the 
taxation of income from foreign business investments be modified in 
several respects. The investment climate and business environment 
abroad are much more important than our own tax laws in influencing 
the international flow of capital and business. Nonetheless, our 
capital and management know-how can be helpful in furthering 
economic development in other countries, and is desired by many 
of them. Our tax laws should contain no penalties against United
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States investment abroad, and within reasonable limits should en
courage private investment which should supplant Government 
economic aid;

Specifically, I recommend the following new provisions in our 
taxation of business income from foreign sources:

(a) Business income from foreign subsidiaries or from segregated 
foreign branches which operate and elect to be taxed as subsidiaries 
should be taxed at a rate 14 percentage points lower than the regular 
corporate rate. This lower rate of tax should apply only to earnings 
after January 1, 1954.

(b) The present definition of foreign taxes which may be credited 
against the United States income tax should be broadened to include 
any tax other than an income tax which is the principal form of tax
ation on business in a country, except turnover, general sales or 
excise taxes, and social security taxes. Thk: country, by its tax laws, 
should not bring indirect pressure on other countries to adapt their 
tax systems and rates to ours.

(c) The overall limitation on foreign tax credits should be removed. 
This limitation discourages companies operating profitably in one 
foreign country from starting business in another foreign country 
where operations at a loss may be expected in the first few years.

(<d) Regulated investment companies concentrating on foreign in
vestments should be permitted to pass on to their stockholders the 
credit for foreign taxes which would be available on direct individual 
investments.

23. Payment dates oj corporation income tax.—Over the past several 
years, corporation income tax payments have been gradually shifted 
forward into the first two of the regular quarterly dates. By 1955, 
the entire tax will be due in two equal installments in March and 
June.

The irregularity of tax receipts increases the problems in managing 
the public debt and is an unsettling influence in the money markets. 
The irregularity of tax payments also may make it harder for corpora
tions to manage their own financing.

I recommend that, beginning in the fall of 1955, a start be made 
in smoothing out corporation income tax payments by requiring 
advance payments in September and December before the end of the 
taxable year. Each of these payments should be made at 5 percent 
of the amount due for the entire year in 1955, rising to 25 percent 
each in 1959 and later years.

These advance payments will require estimates of income for the 
year somewhat comparable to those now required of individuals. 
Though estimates of profits are difficult to make accurately, no
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payments will be required before the middle of the ninth month of a 
business year.

24. Administrative provisions.—The administrative features of the 
tax laws are unnecessarily complex. Different provisions have been 
adopted over the years to deal with particular problems, with little 
regard to consistency. Specifically, I recommend that the parts of 
the law covering assessments, collections, interest and penalties, the 
statute of limitations, and other administrative provisions be simpli
fied and brought together in one place. This will result in savings to 
both taxpayers and the Government.

An effective and fair administration of the tax laws is vital to every 
individual in the country. The Internal Revenue Service has been 
revitalized during the past year and is being organized and managed on 
a basis that will assure fair and equal treatment to all taxpayers, maxi
mum realization of taxes from revenue laws, and the contribution by 
each taxpayer of the share of the cost of Government that Congress 
intends that he should make.

The regulations and administration of the tax laws are being 
tightened to prevent abuses by which a small minority of taxpayers 
avoid their fair share of taxes by misuse of expense accounts and 
other improper practices.

25. General simplification of tax laws and other revisions.—The 
revision of the tax laws should be comprehensive. Many unnecessary 
complications have developed over the years. The entire Internal 
Revenue Code needs rewriting and reorganization.

Jointly, the Treasury Department and the staff of the congressional 
committees have developed many recommendations for changes other 
than those which I have described here. Some of these relate to the 
estate and gift tax, and the administrative provisions of the excise 
taxes.

The review of the present tax system in the Treasury Department has 
not yet led to final conclusions in many other situations that require 
further study before any recommendations for change can be properly 
made. These subjects include the tax treatment of capital gains and 
losses, the special problems of the oil and mining industries, the tax 
treatment of cooperatives and organizations which are wholly or 
partially tax exempt, as well as the provision of retirement income for 
people not covered by pension plans.

The tax reforms and revisions covered by the foregoing 25 recom
mendations make the income tax system fairer to individuals and 
less burdensome on production and continued economic growth. 
After their adoption, further reductions in Government expenditures 
will make possible additional reductions in the deficit and tax rates.
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I do not believe that the budgetary situation justifies any tax reduc
tions beyond those involved in the proposed tax revision and in the 
tax changes which occurred on January 1. Accordingly, I repeat my 
recommendation of last May that the reduction in the general corpo
rate income tax rate be deferred for another year.

Excise taxes provide a relatively small proportion of our total tax 
revenues. In the fiscal year 1955, they are estimated to produce 10 
billion dollars at existing rates as compared with 20 billion dollars from 
corporation income taxation and 30 billion dollars from individual 
income taxes. Of this 10 billion dollars, more than half comes from 
the excise taxes on liquor, tobacco, and gasoline.

Because of the present need for revenue, I recommend that the 
excise taxes scheduled to be reduced on April 1, including those on 
liquor, tobacco, automobiles, and gasoline, be continued at present 
rates; and that any adjustments in the other excise taxes be such as 
to maintain the total yield which we are now receiving from this 
source.

SUMMARY OF OTHER LEGISLATIVE PROPOSALS

The administration has developed a dynamic, progressive, and at 
the same time wholly practical legislative program. Its major outlines 
are set forth in the State of the Union Message, which I delivered to 
the Congress on January 7. Since that date, I have forwarded to 
the Congress the details of my recommendations with respect to the 
steps which I believe should be taken: (1) To modernize and make 
effective our agricultural laws (January 11); (2) to bring up to date 
and to improve the Labor-Management Relations Act of 1947 (Jan
uary 11); (3) to extend and make more equitable the old-age and 
survivors insurance system (January 14); (4) to chart a new course 
in Federal cooperation and support for putting up-to-date medical 
and hospital care at the disposal of our citizens (January 18). On 
January 251 shall present a program which will, for the first time, bring 
together into a coordinated and forward-looking set of policies the 
housing and community development programs of the Federal Gov
ernment. Within a few days thereafter, I expect to make certain 
recommendations with respect to amendments to the Atomic Energy 
Act. These are discussed in more detail in subsequent sections of this 
message.

These measures, together with the legislative proposals which will 
be presented in the course of the next several months with respect to 
foreign assistance and trade, are the foundation stones for the legis
lative program of this administration. All of them call for extensions 
of existing legislation or the enactment of new legislation. All of 
them are necessary. They will help us to protect the freedom of our 
people, to maintain a strong and growing economy, and to concern 
ourselves with the human problems of the individual citizen.
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S U M M A R Y  OF O T H E R  L E G IS L A T IV E  PRO PO SALS  

1955 BUDGET 

[Fiscal years. In millions]

1954-1955

Function and program Recom
mended new 
obligational 

authority

Estimated
expenditures

EXTENSION OF PRESENT MAJOR PROGRAMS

National security:
Military public works, Department of Defense $1,108.0 

2, 500.0

875.0
300.0

$100.0
700.0

300.0

Mutual military program
International affairs and finance:

Mutual economic and technical cooperation __  ____________________  _
Surplus agricultural commodities disposal. _____________  _ ___________
Contributions to voluntary international programs 135.0 

1, 750. 0

575.0 
22.5

70.0
Agriculture and agricultural resources: Increase in borrowing authority o f ' 

the Commodity Credit Corporation ____ ___________________________________
Transportation and communication:

Federal-aid highway program________ ________ _______________  ___ _______
Forest highways _______ __________ ___________ ______________________  . . .

Subtotal, extension of present major programs----------------------------------------- 7, 265. 5 1,170.0

NEW LEGISLATIVE PROGRAM

Social security, welfare, and health:
Grants to States for public assistance__________________________________ ____ 108.0 108.0
Expansion of grants for hospital construction _ __ ___________________ 62.6 5.6
Program to stimulate wider coverage and greater benefits from private 

health insurance . __ ____________ 26.2 1.1
Expansion of vocational rehabilitation services for the disabled _ ___ 8.8 7.8
Creation of a National Commission for Health Improvement___  ______

Housing and community development: Advance planning of local public 
works __________  _______ ____________________________ _______________________

0.3 

i 10.0

0.3

3.0
Education and general research:

Program to strengthen the Office of Education _ . _______ ___________ 0.3 0.3
National Conference on Education_______________________  _______________ i 2.0 31.8

Agriculture and agricultural resources: Cooperation with State and local 
agencies on watershed protection_________________________________ __________ _ 3.0 2.4

Natural resources:
Aid for non-Federal development of water resources _ _ ___________ 10.0 10.0
Federal projects. _____________________ ___________________ _____________ 0.5 0.4

Transportation and communication:
St. Lawrence Seaway.___________ ______  __  ___________  _ _____________ 105.0 5.8
Proposed postal rate increases (increased revenues) ___  _ ___________ -2 4 0 .0 -2 4 0 .0

Labor and manpower: Expansion of unemployment compensation coverage: 
Administrative costs_____________  ___________________________________________ 22.1 22.0

General government:
Unemployment compensation for Federal civilian employees____________ 25.0 25.0
Increase in Federal payment to the District of Columbia________________ 10.0 10.0
District of Columbia public works program _____________________________ 7.0 5.0

Subtotal, new legislative program:
1954______________________________________________________________________ 12.0 1.5
1955_________________________________ ______ ______________________________ 148.8 -3 3 .0

Total legislative proposals:
Fiscal year 1954 . ____________________________________________________ 12.0 1.5
Fiscal year 1955_____  _ _ __ _____________ _______ ________________ 7,414.3 1,137.0

1 Recommended for the fiscal year 1954.
2 Includes 1.5 million dollars in the fiscal year 1954.

270000— 54------ II
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PROPOSED LEGISLATION AFFECTING TRUST FUNDS 

1955 BUDGET 

[In millions]

Function and program 1955
estimated

Social security, welfare, and health:
Expansion and improvement of old-age and survivors insurance:

Additional receipts._________ ______________ ______ _____________________ __________ $100.0
408.0Additional disbursements_____ _______________________ ________________________ ___

Net accumulation in reserve._____ _____________________________ _________ _____ -308.0

Labor and manpower:
Extension of coverage of unemployment insurance:

Additional deposits by States______________________________________ _____ ________ 145.0
60.0Additional withdrawals by States.______________ ________________________________

Net accumulation in reserve______________________ ____ ________________________ 85.0

Keyed to these foundation stones are the other individual measures 
which I have already recommended or which I shall recommend as 
soon as the necessary information upon which to base recommenda
tions can be prepared. To some extent these other measures are 
basically improvements in program and are less precisely definable in 
terms of new costs attributed to them.

To the extent that it has been possible to assess with reasonable 
accuracy the cost of major measures in the legislative program, esti
mates have been included in this budget. These estimates are sum
marized above. One recommendation, the proposed increase in 
postal rates, would add to Federal revenues. Other minor measures, 
in themselves too small to be identified in summary tables, are 
discussed and recommended in respective summary sections and 
chapters of this budget. Their total cost is small and has been 
adequately provided for in the reserve for contingencies.

DISCUSSION OF THE BUDGET

I now present and describe pertinent details of the budget. The 
figures shown in the budget are careful estimates based on present and 
foreseeable conditions. Changes in the budget can result from con
gressional action. Still others can result from economic factors which 
change the price of goods purchased by the Government or the in
comes received and taxes paid by the citizens of the Nation. 
Changes in international and domestic conditions could alter this 
budget before the end of the fiscal year 1955.

The presentation of the figures in the budget for the fiscal year 1955 
reflects two significant clarifications.
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First, the appropriation to the railroad retirement trust fund equal 
to the taxes under the Railroad Retirement Tax Act has been ex
cluded from the totals of budget expenditures and deducted from the 
total of budget receipts. This does not affect the budget surplus or 
deficit, and has been applied to the figures for all the years shown in 
this budget so that they are on a comparable basis.

This change properly presents an item which has previously over
stated both budget receipts and expenditures in an equal amount. 
The collection of employment taxes on the railroad industry is in 
effect collections for a trust fund and not for Government operations. 
Their transfer to the trust fund̂  should be made directly as a deduc
tion from receipts and not shown as a budget expenditure.

The second significant clarifying change in presentation relates to 
the fact that the budget expenditure totals in the past have under
stated the scope of the Government’s activities in that they included 
only the net basis of the spending by a number of enterprises which are 
engaged in business-type operations with the public. In the course of 
carrying out their functions, each of these public enterprises receives 
money from its customers or clients—interest and collections on loans 
or payments for goods delivered or services rendered. By law, most 
public enterprises may use their receipts and collections to carry on 
the operations for which they were created. These receipts and 
collections from the public in the fiscal year 1955 total 11 billion 
dollars.

The public enterprise activities are carried on through “revolving 
funds.” Some of the enterprises are organized as Government 
corporations; others, such as the Post Office, are unincorporated.

In the summary tables of previous budgets, the receipts of such 
funds were subtracted from expenditures and only the difference was 
reported as a budget expenditure. In those cases where receipts 
exceeded expenditures for the year a negative figure was included in 
fche summary expenditure tables. While the use of either the gross 
figures or the net figures produces an identical effect on the budget 
surplus or deficit, the former method of presenting only net figures in 
the summary tables did not reveal the full scope of the Government’s 
financial transactions.

When Government agencies engaged in lending activities use their 
collections on old loans to make new loans, the net expenditure figure 
fails to disclose the volume of new lending and the new risks involved.

In this budget, the summary tables present the expenditures of the 
public enterprise funds on both a gross and net basis. The difference 
reveals the magnitude of receipts from the public in the “revolving 
funds.”
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BUDGET RECEIPTS

The estimates of budget receipts for the fiscal year 1955 in the 
following table are in accordance with my recommendations for taxes, 
and are based upon the continuation of business conditions, personal 
income, and corporation profits at substantially the present high 
levels.

BUDGET RECEIPTS
[Fiscal years. In millions]

Source 1953
actual

1954
estimated

1955
estimated

Individual income taxes:
Existing legislation

-
i $32,478 $33,433 $30,908 

-585Proposed legislation_____________________________________
Corporation income taxes:

Existing legislation______________________________________ 21, 595 22,809 19,694 
570Proposed legislation_____________________________________

Excise taxes:
Existing legislation______________________________________ 9,943 10,038 

189
9,221
1,018

5,369
100

Proposed legislation_____________________________________
Employment taxes:

Federal Insurance Contributions Act:
Existing legislation___________________________________ i 4,086 4,600
Proposed legislation__________________________________

Federal Unemployment Tax Act:
Existing legislation___________________________________ 276 290 292
Proposed legislation____________ ____________________ 16

Railroad Retirement Tax Act_____________________________ 626 640 640
Railroad Unemployment Insurance A ct___________________ 10

Estate and gift taxes________________________________________ 891 955 955
Customs_____________________________  ____________________ 613 590 590
Internal revenue not otherwise classified __ . _ ______ 49
M iscellaneous receints 1,827 2,313 2,454

Total receints 72,394 

4,086

75,857 

4,600

71,242

5,369 
100

Deduct:
Appropriation to Federal old-age and survivors insurance trust 

fund:
Existing legislation___________________________________
Prnnosed legislation

Appropriation to railroad retirement trust fund 
Refunds of receipts:

Existing legislation

625 640 640

3,120 2,988 2,644 
-153Proposed legislation ____________________________

A diustm en t to dailv Treasury statem ent basis +30

■Rndpet reppints 64, 593 67,629 62,642

i Estimated.

Budget receipts exclude refunds of overpayments made to taxpayers 
and also exclude the employment taxes which are appropriated and 
transferred to the old-age and survivors insurance trust fund and to 
the railroad retirement trust fund. Since these items are also excluded 
from budget expenditures, the surplus or deficit is not affected.
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APPROPRIATIONS AND OTHER BUDGET AUTHORIZATIONS

New obligational authority represents the total of all new authori
zations enacted by the Congress permitting Government agencies 
to incur financial obligations. In addition to new appropriations, 
it includes mainly authorizations to enter into contracts prior to the 
enactment of appropriations, and authorizations to make expenditures 
from borrowed money.

NEW OBLIGATIONAL AUTHORITY BY MAJOR PROGRAM

[Fiscal years. In billions]

1954 estimated

Major program 1953
actual Budget 

docu
ment i

Current
estimate

1955 recom
mended

National security_______________ ___________________ $57.2
4.1

$49.1
4.6

$39.3
4.2

$34.9
4.0Veterans’ services and benefits............... .............................

International affairs and finance______________ ________ 2.2 1.9 1.2 1.5
Social security, welfare, and health..................................... 1. 9 1.9 1.9 1.8
Housing and community development................................ 1.5 .7 .6 .2
Education and general research...... ..................................... .3 .2 .2 .2
Agriculture and agricultural resources_________________ 1.3 1.5 2.3 2.8
Natural resources__________________________________ 1.4 1.4 1.0 1.0
Transportation and communication......... .... .................. 1.9 2.1 1.8 1.5
Finance, commerce, and industry..................... ....... ......... .1 .1 .1 (2)

.3Labor and manpower___ ______  ___________ ______ .3 .3 .3
General government__ _____________ _________________ 1.4 1.5 1.1 1.0
Interest__________________________ ______ ________ _ 6.6 6.4 6.6 6.9
Reserve for contingencies____________________________ .1 .1 .2

Total.................................... ............... ....................... 80.2 71.8 60.7 56.3

1 Adjusted for purposes of comparability. 
* Less than 50 million dollars.

In prior years, new obligational authority has included all reappro
priations. In conformity with congressional procedures, this budget 
does not include as new obligational authority reappropriations for 
two large programs, the mutual security program, and the construc
tion program of the Atomic Energy Commission. These are author
ized annually but are in effect continuing programs. The resulting 
reduction in reported new obligational authority is offset by a cor
responding increase in the unspent balances of appropriations brought 
forward from one fiscal year to the next. New obligational authority 
in this budget also excludes the appropriation equivalent to taxes for 
the railroad retirement account, which has been discussed elsewhere. 
These changes are set forth in the following table:
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NEW OBLIGATIONAL AUTHORITY—RECONCILIATION 

[Fiscal years. In millions]

Description 1953
actual

1954 est

Budget
document

imated

Current
1955

estimated

New obligational authority, midyear review basis..... ....... .
Deduct reappropriations for:

Mutual security program______________________

$81,373

447
65

625

$72,883 $63,981

1,944
679
640

Atomic Energy Commission—construction............
Appropriations for railroad retirement taxes...........

New obligational authority, present basis...........................
Deduct authorizations other than current appropria

tions............. ....... ................ .... ....... ............. ........ .

404
660

80,236

7,879

71,819

7,504

60,718 

8,889

$56,283 

9,260

Current appropriations_________________________ _____ 72,357 64,315 » 51,829 47,023

i Includes supplemental appropriations estimated in this budget at about 0.5 billion dollars; hence appro
priations actually enacted are 51.3 billion dollars.

The Congress enacted increasing amounts of new obligational 
authority after the beginning of hostilities in Korea in June 1950. 
This new obligational authority was much greater than the amount 
of budget expenditures for each year and also greater than budget 
receipts in each year. Thus it represented commitments for future 
spending in excess of the revenues then being provided by the tax 
system.

The estimate of total appropriations and other authorizations for 
the fiscal year 1954 and, likewise, the total of my recommendations 
for new obligational authority for the fiscal year 1955 are less than 
estimated budget expenditures and also less than estimated budget 
receipts for the corresponding years. This is in direct contrast to the 
substantial excess of appropriations over revenues in recent prior 
years. It means we now are reducing the large amount of outstanding 
unfinanced commitments incurred under past appropriations and are 
making possible lower future levels of expenditures.

The major national security programs still require the largest part 
of our new budgetary authorizations. Of the total new obligational 
authority recommended for the fiscal year 1955, 34.9 billion dollars, 
or about 62 percent, is for the military functions of the Department 
of Defense, the atomic energy program, the mutual military program 
with our allied nations of the free world, and the stockpiling of stra
tegic and critical materials.

In the detailed review which the appropriations committees and the 
Congress make of the operations of each agency and its budget pro
posals before enacting new obligational authority it is necessary to have 
the budget proposals set forth separately for each agency. Part II
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of the 1955 budget document is organized on such a basis. It presents 
summary and detailed information on my recommended appropria
tions for each agency. The individual appropriations are supported 
by schedules which reconcile the amount of the appropriation recom
mended with the obligations which are expected to be incurred. The 
obligation figures are reconciled with the estimated expenditures. The 
activities carried on within the appropriations and the workloads 
involved are also described for individual appropriations.

This grouping of the budget proposals by agencies, as contrasted 
with grouping by program or function principally employed in the 
budget summaries, is not only required for congressional action but 
is also the essential presentation for those of our citizens who are 
interested in following the progress of the budget proposals in the 
Congress.

The following table is derived from part II of the 1955 budget docu
ment. It shows that the new obligational authority I am recommend
ing for the fiscal year 1955 is 56.3 billion dollars. This is 35.1 billion

NEW OBLIGATIONAL AUTHORITY BY AGENCY

[Fiscal years. In millions]

1954 estimated
1955 recom

mendedAgency 1953 actual
Budget 

document1
Current
estimate

Legislative branch_______________________________ $76
28

$85
29

$83
29

$67
30The Judiciary................................. ...........................

Executive Office of the President_________________  _ 9 8 9 9
Funds appropriated to the President_______________ 1,908

4,079 
4,191 
1,050 

317

1,532

1,593 
4,554

932 1,185

1,366
3,893

592

Independent offices:
Atomic Energy Commission_________ _________ 1,042 

4,273
665

Veterans Administration________ _____________
Other........ ............................................................ 1,134 

395General Services Administration_______ ___________ 163 155
Housing and Home Finance Agency________ _______ 1,357 

1,510 
911

506 454 85
Department of Agriculture_________ ______________ 1,659

1,078

41,319 
6,119

2,499
982

2,935
973Department of Commerce________________________

Department of Defense:
Military functions _________________________ 48,776 

4,236 
598

34,495
3,800

505

30,993 
2,500 

580
Mutual military program_____________________
Civil functions _____________________________ 688

Department of Health, Education, and Welfare______ 1,934
590

1, 773 
664

1,863
499

1,806
488Department of the Interior____________________ ___

Department of Justice____________________________ 173 187 179 178
Department of Labor____________________________ 295 332 299 388
Post Office Department (general fund)______ ______ 660 669 439 89
Department of State___________________ _________ 241 332 142 269
Treasury Department___________ ________________ 7,279

18
7,101

12
7,250

16
7,471

31District of Columbia (general fund)________________
Reserve for contingencies_______ _________________ 50 100 200

Total...................................................... .............. 80,236 71,819 60,718 56,283

1 Adjusted for purposes of comparability except for reorganization transfers.
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dollars less than the highest post-Korean amount of 91.4 billion dollars 
enacted for the fiscal year 1952. It is 15.5 billion dollars less than the 
amount recommended to Congress for the fiscal year 1954, in the 
budget document dated January 9, 1953, and 4.4 billion dollars less 
than the currently revised estimate for the fiscal year 1954.

UNEXPENDED BALANCES

In some cases, a considerable time period elapses between the enact
ment of an appropriation and the expenditure of all the Federal funds 
appropriated. For example, several years may elapse between the 
time a contract is negotiated pursuant to an appropriation for aircraft 
or other heavy military equipment and the time all the equipment 
ordered has been delivered and paid for by the Government. Thus 
many of the expenditures being made by the Government in the fiscal 
years 1954 and 1955 result from obligational authority enacted and 
from contracts negotiated in prior years.

During the fiscal year 1955, it is estimated that 45 percent of total 
budget expenditures will be from obligations incurred under appro
priations and other authorizations enacted in years before 1955, and 
55 percent will be from the new obligational authority I am recom
mending for 1955.

The reductions in appropriations that were made last year and the 
further reductions I am recommending for the fiscal year 1955 decrease 
the accumulated backlog of outstanding commitments which lead to 
later budget expenditures. Balances of appropriations unexpended 
at the end of the year and still available for expenditure during the 
next year are shown in the following table for each fiscal year since 
1950. The amounts shown have been modified to reflect related 
technical changes in handling reappropriation items (see pp. m29-m30) 
and to restrict unexpended balances to items of appropriations, ex
cluding, for example, public debt authorizations. For the most part,

UNEXPENDED BALANCES OF APPROPRIATIONS 
[In billions]

Fiscal year
Amount 
brought 

forward into 
the year

Amount 
carried 
over to 

next year

1960 ________ _____________________________________ ____________ i $11.5 
114.1

i $14.1 
1 50.31951_______________ ___________ ________ ___________ ___________

1952....... ............ ...................................... ................................................... i 50.3 68.8
1953______________________ _____________________________________ 68.8 78.7
1954 estimated............... ............ -__________________________________ 78.7 66.5
1955 estimated- _ ______________________________________________ 66.5 54.1

i Estimated. Detailed accounting data not available.
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these appropriation balances have been obligated or committed, but 
the expenditures take place one or more fiscal years after the enactment 
of the appropriation.

BUDGET EXPENDITURES

Budget expenditures in the fiscal year 1955 are estimated at 65.6 
billion dollars, a reduction of 5.3 billion dollars from the revised esti
mate of the fiscal year 1954 expenditures, a reduction of 12.3 billion 
dollars from the expenditures estimated in the 1954 budget document, 
and a reduction of 8.4 billion dollars from actual expenditures in the 
fiscal year 1953.

As mentioned earlier, the summary tables in the budget have been 
made more revealing by the presentation of expenditures of public 
enterprises on both a gross and a net basis. The difference between 
the gross and net figures reveals the magnitude of the receipts and 
collections of the “revolving funds’’ which are used for making new 
loans and other expenditures.

BUDGET EXPENDITURES BY MAJOR PROGRAM

[Fiscal years. In millions]

1955 estimated 1954 estimated 1953 actual

Major program
Gross ex

Applicable 
receipts of 

public 
enterprise 

funds

Budget
expendi

Budget expenditures 
(net) Budget

expendi
penditures tures

(net) Budget
document

Current
estimate

tures
(net)

National security__________ $44,860 (0 $44,860 $54,700 $48,720 $50,274
Veterans’ services and bene

fits_____________________ 4, 223 $31 4,192 4,564 4,160 4,298
International affairs and fi

nance___________________ 1,885 635 1,250 2,161 1,779 2,216
Social security, welfare, and

health_________ ___ _ ___ 1,807 (0 1,807 1,919 1,947 1,910
Housing and community de

velopment-------------------- 1,903 2,180 —277 509 57 549
Education and general re

search____ _____________ 223 223 288 278 277
Agriculture and agricultural

resources--------- --------------- 6,752 4,386 2,366 1,827 2,654 2,936
Natural resources___  ____ 1,337 234 1,103 1,381 1,172 1,358
Transportation and commu

nication_________________ 4,277 2,859 1,418 2,111 1,856 2,077
Finance, commerce, and in

dustry______ ___________ 917 755 162 150 164 76
Labor and manpower_______ 282 1 281 303 265 281
General government________ 1,164 

6,875 
150

4 1,160 
6,875 

150

1,554 
6,420 

40

1,175 1,439
Interest _______  _______ 6,600

75
6,583

Reserve for contingencies____
Adjustment to daily Treasury

statement basis__________ -292

Total................ ........... 76,655 11,085 65,570 77,927 70,902 73,982

i Less than 500,000 dollars.
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In the summary tables of this budget, these receipts are labeled 
“ applicable receipts of public enterprise funds.” The table on the 
preceding page shows both gross and net figures for the fiscal year 1955, 
compared with net figures (on the old basis) for 1954 and 1953.

The fuller presentation in the summary tables does not have any 
effect on the budget surplus or deficit, or upon the changes in the 
public debt. Nor does it indicate any new method of financing these 
Government-owned enterprises. However, it does give a more com
plete disclosure of the Government’s financial transactions with the 
general public.

As indicated in the preceding table, the term “budget expenditures” 
refers to the net expenditure figures. The term “gross expenditures” 
will be used wherever the activities of public enterprises are discussed 
on a gross basis. The table which follows shows the gross figures for 
all 3 years, reduced to the older net basis by a single deduction for 
each year at the bottom of the table.

GROSS EXPENDITURES B Y  MAJOR PROGRAM

[Fiscal years. In millions]

1953
actual

1954 estimated
1955 esti
matedMajor program

Budget
document

Current
estimate

National security___________________________________ $50,274 
4,327 
2,656 
1,910 
2,118

$54,700 
4,590 
2,604 
1,921 
1,696 

288

$48,721 
4,190 
2,249

$44,860 
4,223 
1,885 
1,807 
1,903 

223

Veterans’ services and benefits________________________
International affairs and finance_______________________
Social security, welfare, and health_____________________ 1,947

2,357
278

Housing and community development_________________
Education and general research_______________________ 277
Agriculture and agricultural resources__________________ 6,448

1,499
4,474
1,205

284

6,362 
1,568 
4,570 

897

8,087 
1,349 
4,446 
1,151 

267

6,752 
1,337 
4,277 

917

Natural resources_____________ -____________________
Transportation and communication______ _____________
Finance, commerce, and industry_____________________
Labor and manpower________________________________ 306 282
General government ________________________________ 1,444 1,558

6,420
40

1,178
6,600

1,164 
6,875Interest____________________________________________ 6,583

Reserve for contingencies___________________________ 75 150
Adjustment to daily Treasury statement basis__________ -292

Subtotal______________________________________ 83,207 
9,225

87,520 
9,593

82,895 
11,993

76,655 
11,085Deduct applicable receipts of public enterprise funds_____

Budget expenditures (net)_______________________ 73,982 77,927 70,902 65,570

The figures for gross expenditures in this and related tables are 
derived from the detailed accounts of each Government agency con
tained in part II of the 1955 budget document. On this basis, both
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the gross expenditures and the applicable receipts include some 
transactions relating to private bank loans guaranteed by the Com
modity Credit Corporation and by the Export-import Bank which 
involve no use of governmental funds. These amounts are:

GROSS E X P E N D IT U R E S  A N D  A P P L IC A B L E  R E C E IP T S, G U A R A N T E E D  L O A N S

[Fiscal years. In millions]

1953
actual

1954 estimated
1955 esti
matedProgram and agency

Budget
document

Current
estimate

International affairs and finance: Export-import Bank.......
Agriculture and agricultural resources: Commodity Credit

$4 $5 $82 $188

Corporation..... ........................................... ...................... 340 383 1,564 274

In the sections of this message discussing international affairs and 
agriculture, these figures are excluded from the totals to make them 
comparable to the basis used in other public enterprise accounts. 
This has no effect on net budget expenditures.

My recommendations for each of the major programs of Govern
ment listed in the above tables are discussed in detail later in this 
message. Budget expenditures by agency are described in detail in 
part II of the 1955 budget document, and are summarized in the 
table on the following page.

The analysis on page m37 shows that budget expenditures for the na
tional security program and for those items which are relatively fixed 
under provisions of existing and proposed legislation amount to an 
estimated 59 billion dollars in the fiscal year 1955, 90 percent of all 
budget expenditures.

The remaining “all other,” 6.6 billion dollars, or 10 percent of the 
total, include some items related to the first two categories. For 
example, those related to our national security effort are the inter
national programs for economic development, the Selective Service 
System, and civil defense. Examples of programs which are partly 
controllable through the budgetary process are the mortgage pur
chases of the Federal National Mortgage Association and a few rela
tively small grant-in-aid programs. The bulk of this category is 
made up of expenditures for the day-to-day operations of the Govern
ment, such as law enforcement and administration, tax collection, the 
various regulatory agencies, the administration of other services ren
dered to the public, and the cost of direct civil public works.

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

1955



m 36 M E S S A G E  O F  T H E  P R E S I D E N T

BUDGET EXPENDITURES BY AGENCY

[Fiscal years. In millions]

Agency

1955 estimated 1954 estimated 1953 actual

Gross ex
penditures

Applicable 
receipts of 

public 
enterprise 

funds

Budget
expendi

tures
(net)

Budget expenditures 
(net) Budget

expendi
tures
(net)Budget 

document1
Current
estimate

Legislative branch___ $66 $66 $70 $63 $61
The Judiciary________ 30 30 28 29 27
Executive Office of the Presi

dent. __________ 9 9 8 10 9
Funds appropriated to the

President........................... . 1,622 $242 1,380 1,956 1,702 1,828
Independent offices:

Atomic Energy Commis
sion_________________ 2,425 (’ ) 2,425 2,700 2,200 1,791

Veterans Administration- 4,235 70 4,165 4,494 4,190 4,334
Other_________________ 3,795 3,317 478 979 520 830

General Services Administra
tion........... .................. ....... 753 2 751 1,126 936 1,107

Housing and Home Finance
Agency-------------------- ------ 1,712 2,097 -385 380 -103 385

Department of Agriculture___ 4,760 2,263 2,497 2,031 2,945 3,217
Department of Commerce___ 1,028 49 979 1,031 1,080 1,063
Department of Defense:

Military functions............ 37, 575 (2) 37,575 45,500 41,550 43,610
Mutual military program- 4,275 4,275 5,700 4,200 3,954
Civil functions_________ 654 114 540 640 617 813

Department of Health, Edu
cation, and Welfare..... ....... 1,789 2 1,787 1,904 1,949 1,920

Department of the Interior___ 562 34 528 659 549 587
Department of Justice . 176 176 184 184 171
Department of Labor..... ....... 362 1 361 321 299 300
Post Office Department (gen

eral fund)_____________ 2,775 2,686 89 669 440 659
Department of State __ ____ 214 214 317 159 271
Treasury Department............ 7,653 208 7,445 7,178 7,292 7,325
District of Columbia (Fed

eral contribution) __ _ 35 35 12 16 12
Reserve for contingencies 150 150 40 75
Adjustment to daily Treasury

statement basis —292

Total........................... . 76,655 11,085 65,570 77,927 70,902 73,982

1 Adjusted for purposes of comparability except for reorganization transfers.
2 Less than 500,000 dollars.

The record of budget expenditures since the outbreak of aggression 
in Korea in June 1950 shows considerable variation in the relative 
changes from year to year in the three major categories shown. While 
expenditures for national security have risen markedly and those for 
uncontrollable major programs have fluctuated within rather narrow 
limits, Government spending in all other categories has been steadily 
declining.
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ANALYSIS INDICATING CONTROLLABILITY OF NET BUDGET EXPENDITURES
[Fiscal years. In millions]

1954 estimated
1955 esti
matedDescription 1953 actual

Budget
document

Current
estimate

National security program___ _____________________ $50,274 $54,700 $48,720 $44,860

Relatively uncontrollable major programs under exist
ing and proposed legislation:

Legislative and the Judiciary__________________ 88 98 92 96
Interest on public debt and refunds_____________ 6, 583 

129
6,420

65
6,600 

148
6,875

135Claims and judgments________________________
Veterans’ compensation, pension, and benefit pro

grams______________ _____________________ 3,383 
324

3,524 3,232 
34

3,244 
32Payments to employees’ retirement funds________ 430

Payment to Railroad Retirement Fund for military 
service credits.____________________________ 33 35 35

Grants to States for public assistance___________ 1,330 

202

1,340 

208

1,389

190

1,293 

205
Grants to States for unemployment compensation. 

and employment service administration________
Veterans’ unemployment compensation___ ______ 26 47 40 61
Unemployment compensation for Federal em

ployees ___________________________________ 25
Federal-aid highway grants____________________ 509 540 541 555
Conservation of agricultural land resources_______ 273 254 225 196
Removal of surplus agricultural commodities_____ 82 75 205 233
Agriculture price support........................................ 1,943 729 1,404 1,165

Total....... ........................... ........................ ....... 14,905 13,765 14,135 14,115

All other_______________________________________ 8,803 9,462 8,047 6,595

Net budget expenditures_______ ____________ 73,982 77,927 70,902 65,570

NET BUDGET EXPENDITURES

[ Fiscal years. In billions]

Description 1950
actual

1951
actual

1952
actual

1953
actual

1954
estimated

1955
estimated

National security program____ ________ $13.0
15.6
11.0

$22.3
12.1
9.6

$43.8
12.3
9.3

$50.3
14.9
8.8

$48.7
14.1
8.1

$44.9
14.1
6.6

Relatively uncontrollable major programs. 
All other____ ________ ______ ________

Total__________________________ 39.6 44.0 65.4 74.0 70.9 65.6

RECEIPTS FROM AND PAYMENTS TO THE PUBLIC

Budget receipts, expenditures, and the budget surplus or deficit 
reflect transactions of funds which belong to the Federal Government. 
There are many other financial transactions of the Federal Govern
ment which involve funds the Government holds in trust for others, 
such as the social security trust funds. The transactions of these 
trust funds are shown separately in part III of the 1955 budget docu
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ment. They are not included in the budget totals of receipts and 
expenditures. As a rule, the trust funds are now building up accumu
lations; that is, as they build reserves for future liabilities, they are 
currently taking in more money than they pay out.

By consolidating the trust funds with the budget transactions, and 
by eliminating intragovernmental and certain noncash transactions, 
it is possible to obtain a measure of the flow of money between the 
Federal Government as a whole and the public. Such a consolidation 
is presented and explained in Special Analysis A, “Receipts from and 
payments to the public,” on page 1099. It is sometimes called the 
“consolidated cash statement.”

RECEIPTS FROM AND PAYMENTS TO THE PUBLIC, EXCLUDING BORROWING

[Fiscal years. In millions]

1954 estimated
1955 esti
mated1953 actual

Budget
document

Current
estimate

Cash receipts from the public............... ...................... . $71,282 
76,554

$75,150 
81,797

$74,932 
75,166

$70,842
70,727Cash payments to the public_________ ____________

Excess of cash receipts_______________________ 115
Excess of cash payments_____________________ 5,272 6,647 234

The trust funds of our social security system reflect the increase in 
rate provided under existing law and the expected increase in payments 
resulting from proposed legislation increasing the coverage and benefits.

If the automatic increase in rate had taken place with no recom
mendation for increased coverage and benefits, the excess of cash 
receipts over payments estimated for the fiscal year 1955 would 
have been a greater amount.

NATIONAL SECURITY

This budget is based on a new concept for planning and financing 
our national security program, which was partially applied in the 
budget revision recommended last spring for the fiscal year 1954. 
Our military planning in previous years had been based on several 
successive assumed fixed dates of maximum danger, which were 
extended from time to time with procurement and personnel plans 
focused to achieve maximum readiness by each such date. This 
budget is aimed instead at providing a strong military position which 
can be maintained over the extended period of uneasy peace.

It points toward the creation, maintenance, and full exploitation 
of modern airpower. Our military planners and those of the other 
nations of the free world agree as to the importance of airpower. But
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air forces must be complemented with land forces, amphibious forces, 
antisubmarine warfare forces, and fighting ships. The added empha
sis on airpower complements our plans for improving continental 
defense against possible enemy attack. We expect to continue to 
improve the combat effectiveness of our forces by the application of 
new weapons and new techniques, and ultimately achieve far greater 
flexibility than heretofore attainable. The reassembly of our strategic 
reserve forces will be as dictated by world conditions and the forces 
kept in a high state of readiness to cope with any possible acts of 
aggression. This budget aims toward building to a maximum effec
tiveness all of this complex of military strength. It provides greater 
expenditures for airpower in the fiscal year 1955 than in any year 
since the close of World War II. The reorientation of our defense 
strategy makes this possible within a lower level of total expenditures 
for national security.

With the shift in emphasis to the full exploitation of airpower and 
modern weapons, we are in a position to support strong national 
security programs over an indefinite period with less of a drain on 
our manpower, material, and financial resources.

Today there is a truce in Korea. After 3 years of hostilities, we are 
now in the first year of an armed peace. But we are a long way from 
achieving the kind of peace that is our goal. As long as the Com
munist threat to the free world exists, we must plan to maintain 
effective military strength in close cooperation with the other nations 
of the free world.

Our basic security objective is to prevent another outbreak of aggres
sion. We must create the necessary deterrent to any possible aggres
sor by maintaining a strong military position at home and abroad. 
To do this takes determination, human and material resources, and 
careful planning.

The national security section of the budget includes not only the 
military functions of the Department of Defense, but also the mutual 
military program, the development of atomic energy, and the stock
piling of strategic and critical materials. These four major programs 
are related and designed for the basic purpose of our security. They 
complement each other and must be assessed in conjunction with the 
long-range planning which underlies the fiscal and legislative programs 
of this administration.

The previous history of our military budgets has been one of feast 
or famine, depending upon the state of world affairs. In peacetime, 
appropriations have customarily been much reduced. In wartime, 
financial considerations have been largely ignored. Our present 
budgetary plans represent a departure from these practices. They 
provide for the continued maintenance of a strong military force
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which is within the financial capability of a sound economy. We 
cannot afford to build military strength by sacrificing economic 
strength. We must keep strong in all respects.

It will be noted from the table on page m42 that expenditures for 
the Department of Defense and the stockpiling program have been 
reduced in the fiscal year 1954 and I am recommending a further 
reduction for the fiscal year 1955. The reduction in the total Depart
ment of Defense expenditures will be effected despite the fact that 
expenditures for aircraft, shipbuilding, electronics, guided missiles, 
construction, research and development, and many other defense pro
grams will continue at close to record peacetime levels. I am also 
recommending some increased expenditures in the fiscal year 1955 for 
the mutual military program and for atomic energy which will bring 
expenditures for these two programs to record levels. Nevertheless 
total spending for national security is estimated to decline about 1.6 
billion dollars from the fiscal year 1953 to 1954, and an additional 
3.9 billion dollars from 1954 to 1955.

This decline in national security expenditures reflects the dynamic 
long-range plan recommended by the Joint Chiefs of Staff for our mili
tary forces, the savings resulting from the economies effected by this 
administration, the cessation of hostilities in Korea, and the decrease 
in procurement—particularly with respect to vehicles, ammunition, 
and soft goods—made possible by the improved supplies and materiel 
position.

The defense team, both military and civilian, is working hard 
toward improvement of the organization, procedures, and methods 
of the entire Defense Establishment. Already much progress has 
been made. The Office of the Secretary of Defense has been reor
ganized, and the administrative structures of the three military 
departments are under review, with the purpose of making the Secre
taries of these departments truly responsible administrators and 
establishing clearer lines of responsibility within this concept. This 
will help in achieving the maximum economies that can be realized 
through improved management and administration.

Considerable progress has been made in standardizing military 
procurement, and it is planned to reduce sharply the present ap
proximately 4 million different procurement items. This alone will 
ultimately save hundreds of millions of dollars in procurement, ware
housing, and distribution costs. The adoption of commercial main
tenance practices for aircraft, vehicles, and other equipment is 
currently saving millions of dollars.

Better transportation methods are being worked out which will 
produce additional economies. Savings are also being effected in
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personnel, procurement, and supply activities. Through these and 
similar economy programs, more defense for the taxpayers’ dollar 
will be realized.

Consistent with these plans for a sustained military capability at 
the lowest possible cost is an integrated plan of continental and civil 
defense. Such planning is necessary in order to hold our civilian 
losses from possible enemy attack to a minimum.

Last summer I told the American people that “the Soviets now have 
the capability of atomic attack upon us, and such capability will 
increase with the passage of time.” I made this statement shortly 
after it was established that the Soviet Union had successfully 
detonated a thermonuclear device which, if successfully converted 
into an offensive weapon and if exploded over our American cities, 
would be capable of effecting unprecedented destruction.

The administration has taken a number of actions to deal with this 
serious prospect. Funds are included in the Department of Defense 
budget to expand the system of continental defense which coordinates 
the actions of our radar outposts and our air, naval, and land forces. 
It will provide improved early warning of enemy attack and the men 
and equipment to resist any such attack. Expenditures for continental 
defense in the fiscal year 1955 are expected to be greater than ever 
before in our history.

This budget reflects a new concept of civil defense which takes 
account of the destructive threat of modern weapons and which 
emphasizes improved warning of impending attack and planning for 
the dispersal of populations of potential target cities in advance of 
enemy attack.

Much planning, organization, and training remains to be done, 
however, to make this strategy of civil defense fully effective at all 
levels of government. It will be the Federal responsibility, as 
reflected in this budget, to provide warning of impending attacks, and 
to stockpile medical supplies. The Federal Government will not as
sume the responsibilities which belong to local governments and vol
unteer forces, but will supplement State and local resources, provide 
necessary information on weapons effects, and advise and assist 
States and localities.

Many activities throughout the budget are related, directly and 
indirectly, to the national security. They are not all classified as 
national security for many reasons. Civil defense is one of these 
activities. The major part of continental defense is in the military 
budget, but, because of the community aspect of the civil defense pro
gram, funds for it are included as heretofore in the section on housing 
and community development.

270000— 54------- in
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NATIONAL SECURITY

[Fiscal years. In millions]

Item
Expenditures

1950
actual

1951
actual

1952
actual

1953
actual

1954 esti
mated

1955 esti
mated

Gross expenditures:
Direction and coordination of defense.
Other central defense activities...... .. .
Army defense____________________
Navy defense_____________________
Air Force defense_________________
Proposed legislation_______________

$10 
199 

3,983 
4,100 
3,600

$12 
353 

7,469 
5,582 
6,349

$13 
379 

15,635 
10,162 
12,709

$15 
394 

16,242 
11,874 
15,085

$12 
438 

14,200 
11,300 
15,600

$13 
562 

10,198 
10,493 
16,209 

100

Subtotal—Department of Defense- 
Mutual military program:

Present programs_____________
Proposed legislation___________

11,892 

130

19, 765 

991

38,898 

2,442

43, 610 

3,954

41,550 

4,200

37, 575

3,575 
700

2,425

585

Development and control of atomic
energy--------------------------------------

Stockpiling of strategic and critical 
materials________ _________ _____

Total________________________
Deduct applicable receipts_______ _____

Net budget expenditures....... ................ .

550

438

897

654

1,670 

837

1,791

919

2,200

770

13,010 
0)

22,307 
0)

43,847 
0)

50,274 
0)

48,720 
0)

44,860
(9

13,010 22,307 43,847 50,274 48,720 44,860

New obligational authority

1950
actual

1951
actual

1952
actual

1953
actual

1954 esti
mated

1955
recom
mended

Direction and coordination of defense___
Other central defense activities_________
Army defense________________________
Navy defense______ _________________
Air Force defense_______________ _____
Proposed legislation___ _______________

$11 
180 

4,392 
4,359 
5,428

$12 
432 

19, 588 
12,484 
15, 203

$14 
419 

21, 354 
16, 220 
22,375

$15 
400 

15, 221 
12, 689 
20, 451

$13 
762 

12, 777 
9, 526 

11, 417

$13 
548 

8, 236 
9,882 

11,206 
1,108

Subtotal—Department of Defense.-. 
Mutual military program:

Present programs_________ ______
Proposed legislation_______________

14,370 

1,359

47, 719 

5,222

60,382 

5,291

48, 776 

4,236

34,495 

3,800

30,993

2,500 
1,366Development and control of atomic energy 

Stockpiling of strategic and critical 
materials__________ _______ ______ _

794

425

1, 919 

2,910

1,266

579

4,079 

134

1,043

Total new obligational authority... 16,948 57,770 67,518 57,225 39,338 34,859

1 Less than 500,000 dollars.

Department of Defense.—The total of the first six items listed in the 
preceding table indicates the portion of our national security expendi
tures which is used for the direct support of our military forces. For 
these items the budget recommends 31.0 billion dollars of new obliga-
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tional authority and estimates expenditures of 37.6 billion dollars in the 
fiscal year 1955. These expenditures are 4.0 billion dollars less than 
the amount now estimated for 1954. The revised estimate for 1954 is 
2.1 billion dollars less than the actual spending in 1953—in marked con
trast with the expectation in the budget document of January 9,
1953, that such expenditures in the fiscal year 1954 would exceed 
those in 1953.

The changing military situation following the sudden attack on 
Korea brought unbalanced programs and uncoordinated financing 
during the fiscal years 1951 to 1953. Steps have been, and will con
tinue to be, taken by this administration to bring these factors into 
balance. One result has been the elimination of the previously fore
cast increase in expenditures in 1954. Because of the long lead-time 
needed to procure military equipment, the expenditures have not 
come down to the level of the new obligational authority. In 1954, 
with new obligational authority of 34.5 billion dollars, the expenditures 
are estimated to be 41.6 billion dollars. Likewise, in 1955, though I 
am recommending 31 billion dollars in new obligational authority, the 
expenditures are estimated at 37.6 billion dollars.

At the outbreak of hostilities in Korea we had about 1.5 million 
men under arms. The Korean fighting and general defense buildup 
brought this figure up to an average of 2.4 million in the fiscal year 
1951; to an average of 3.5 million in fiscal year 1952 and a peak 
strength of 3.7 million in the last quarter of that fiscal year; and to an 
average of 3.6 million in fiscal year 1953.

Recently, I announced our plan to withdraw two Army divisions 
from Korea and return them to the United States as an initial step 
in the progressive reduction of United States ground forces in Korea. 
This withdrawal is made possible by the cessation of hostilities, the 
increased mobility and striking power of our air and other combat 
forces, and by the increasing capabilities of the Republic of Korea 
forces. This action does not impair our readiness and capacity to 
oppose any possible renewal of Communist aggression with even 
greater effect than heretofore if this should be necessary, United 
States military forces in the Far East will be maintained at appropri
ate levels, with emphasis on highly mobile naval, air, and amphibious 
units. Funds are provided to the Department of Defense in this 
budget for the continued support of Republic of Korea forces at a 
high level of effectiveness.

As the striking power of our combat forces is progressively in
creased by the application of technological advances and the growth 
of airpower, the number of military personnel is being reduced. 
Total military personnel is scheduled to be reduced from the present 
level of more than 3.4 million to approximately 3.3 million by June
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30, 1954, and a little over 3 million by June 30, 1955. On this basis, 
this budget provides for an average of 3.2 million military personnel 
during the fiscal yoar 1955, compared with an average of 3.4 million 
during the fiscal year 1954.

The efficiency of our combat forces is contingent upon having 
experienced, well-trained career personnel. In the State of the 
Union Message I indicated that pay alone will not retain in the Armed 
Forces, in competition with industry, the necessary proportion of 
long-term personnel. We must provide a more generous use of other 
benefits important to service morale.

Under the long-range plan recommended by the Joint Chiefs of 
Staff, the number of Army divisions may be less than those currently 
organized, but increased mobility and the availability of modern 
weapons will provide each division with increasingly greater striking 
power. As part of the program to improve continental defense, the 
number of guided-missile antiaircraft battalions will be increased 
substantially.

At the present time, the Air Force, Navy, and Marine air forces 
have a total active inventory of approximately 33,000 aircraft, of 
which approximately one-third are jet aircraft. The emphasis on air- 
power is reflected in the objective of increasing the active aircraft 
inventory to more than 40,000 during the next 3 years, with more 
than half of these aircraft to be jets. At that time the Air Force will 
have 137 wings—of which 126 will be combat wings—augmented by 
appropriate combat support units. Naval airpower will include 16 
carrier air groups and 15 antisubmarine warfare squadrons, while the 
Marines will maintain 3 Marine air wings. In each case, these units 
will be supplemented by appropriate combat support units.

The Navy, in addition to increasing its effective air strength, will 
continue to modernize the fleet, with emphasis on the combatant 
elements. The Marine Corps will maintain three combat-ready 
divisions.

The military plan for forces to be maintained in the fiscal year 1955 
permits a reduction of approximately 600 million dollars in the 
expenditures required for military pay, allowances, and other direct 
military personnel costs. Operation and maintenance—sometimes 
called housekeeping—is being held to a minimum, and expenditures 
in this area will be reduced.

Major procurement expenditures as a whole will decline by about 
15 percent from 1954 levels, but the 14.5 billion dollars expected to 
be spent for this purpose will still be almost four times as great as the 
amount spent during the fiscal year 1951—the first year of buildup 
following the attack in Korea. Because the capital investment will 
already have been made for much new equipment and for a considera
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ble portion of the desired mobilization reserve of materiel and supplies, 
expenditures for vehicles, ammunition, production equipment, and 
some other major equipment items will be lower in 1955. The 
accumulation of mobilization reserves is being scheduled over an 
extended period of time, with a view toward keeping production facili
ties of key military items in continued production. Provision of capital 
equipment and modernization of aircraft will continue at a rapid pace 
in 1955, and expenditures for aircraft procurement for the Air Force 
and naval aviation will be at the same general level as in 1954. Air
craft procurement expenditures will account for 22 percent of total 
Department of Defense expenditures in 1955, compared with 20 per
cent in 1954, 17 percent in 1953, and 13 percent in 1952. Shipbuilding 
expenditures will continue at approximately the same level as in
1954, but the new obligational authority I am recommending will 
provide for a slightly higher level of shipbuilding in the years im
mediately ahead in order to meet the problem of “block obsolescence” 
of the fleet, a major portion of which was built during World War II.

Expenditures for military public works in the fiscal year 1955 will 
be maintained at the 1954 level, as work progresses on air bases, 
antiaircraft and radar sites, and other necessary installations. Ex
penditures for reserve components are expected to increase by about 
20 percent as the buildup of a vigorous reserve program continues. 
Research and development will continue at a high level.

The following table shows, by major cost category, the elements 
making up the Department of Defense budget.

D EPAR TM ENT OF DEFENSE  

[Fiscal years. In millions]

Cost category

Budget expenditures

1950 1 
actual

1951
actual

1952
actual

1953
actual

1954
esti

mated

1955
esti

mated

New obli
gational 

authority

1955
estimated

Military personnel.. .___ _________
Operation and maintenance_______
M ajor procurement and production..

Aircraft-------- -----------------------------
Ships__________________________
Other__________________________

JMilitary public works____________
Reserve components.___ _________
Research and development_______
Establishment-wide activities_____
Working capital (revolving) funds...

Total. $11,892

$7,148 
6,444 

(3,976) 
2,412 

381 
1,183 

439 
537 
758 
621 

-158

19, 765

$11,152 
11,855 

(11,478) 
4,888 

624 
5,966 
1,819 

476 
1,163 

656 
299

$11, 556 
10,335 

(17,123) 
7,416 
1,191 
8, 516 
1,913 

521 
1,412 

666 
84

43,610

$10,910 
8,979 

(17, 273)
8.425 
1,005 
7,843 
1,687

560
1.425 

735
-19

41, 550

$10,335 
8, 769 

(14, 546) 
8,310 

990 
5,246 
1,650 

675 
1,350 

740 
-490

37, 575

$10, 673 
9,107 

(7,303) 
4,399 
1,150 
1,754 
1,109 

710 
1,352 

739

30,993

i Detail not available.
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Mutual military program.—Because our own national security is 
vitally dependent on the continued strength of our allies throughout 
the free world, we have undertaken over the past several years to 
assist them in building the military forces necessary to deter Com
munist aggression from without or subversion from within. Since 
the beginning of the mutual defense assistance program in fiscal year 
1950, when the armed strength of the free world was at low ebb, 18 
billion dollars have been made available to furnish military equip
ment and training to friendly nations. More than half of this amount 
will have been spent by the end of the fiscal year 1954. This assist
ance, combined with their own resources, enables our allies and friends 
to equip and train an equivalent of 175 army divisions, about 220 air 
force squadrons, nearly 1,500 naval aircraft, over 440 naval vessels, 
and related combat and logistic units to back up these forces.

These friendly forces located in key strategic areas for the defense 
of the free world are largely supported by the countries themselves. 
In addition, substantial forces are exclusively supported by our allies. 
Without all of these forces the United States would be faced with a 
potential defense burden so costly that it could well sap the economic 
vitality of our Nation. These forces constitute an integral part of 
the military strength of the free world.

Since the mutual military program is so closely integrated with our 
own military plans and program, it is shown this year in the defense 
chapter of part II of the budget, and is discussed here as part of our 
national security program. Because the mutual military program is 
also an integral part of our foreign policy, the Secretary of Defense 
will continue to carry out his responsibilities for the mutual military 
program under the foreign policy guidance of the Secretary of State 
and within the terms of the mutual security legislation passed by the 
Congress.

In this budget, mutual military program funds are shown under 
the new obligational authority of the Department of Defense. How
ever, this arrangement is being reviewed and my recommendations will 
be set forth in connection with the authorizing legislation I shall 
recommend to the Congress. This authorizing legislation should per
mit adjustments in the composition of our aid programs to meet 
changing needs due to new international developments. It is there
fore essential that the Congress maintain the present Presidential 
powers of transferability of all foreign assistance funds, whether for 
military, technical, or economic assistance.

The recent Paris meeting of the North Atlantic Treaty Organization 
set realistic force goals for the 14 member nations, which will provide 
for a substantial increase in the defensive strength of NATO. The 
mutual military program provides the bulk of the initial equipment
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and certain mobilization reserves needed to meet these new goals. 
Meanwhile, our allies are themselves carrying heavy burdens. Their 
military budgets during the period of this program exceed by many 
times the value of the equipment we have so far delivered. They 
have expressed their determination to continue their efforts at high 
levels.

Despite the progress which NATO has made, we are nevertheless 
faced with a serious need to achieve the unity in Europe which is 
necessary for strength and security in the North Atlantic area. As 
is well known, the treaty constituting the European Defense Com
munity is not as yet in effect. It is not necessary for me to dwell 
on the reasons why the EDC is urgently needed. However, I am 
convinced that the Europeans who must decide on this essential next 
step toward building a European community are fully aware of what 
is at stake and will in the near future reach their decisions.

NATO is engaged in a reappraisal of strategy and tactics to reflect 
the prospective availability of atomic and other new weapons. These 
studies, to be meaningful, require the dissemination of certain infor
mation regarding atomic weapons to NATO commanders. This will 
have a significant impact on NATO planning and provide a greater 
measure of security for all. I shall recommend that the Congress 
amend the Atomic Energy Act to permit us to disseminate classified 
information to our allies with regard to the tactical use of atomic 
weapons. This, of course, would be accomplished under stringent 
security regulations. It is essential that action on this matter be 
taken by the Congress during the current session.

In Indochina, where the French Union and Associated States forces 
are holding back Communist efforts to expand into the free areas of 
Asia, the United States is making a major contribution by providing 
military equipment and other military support. The amount as well 
as the timeliness of this military assistance will be an important factor 
in improving the situation. Additional native forces must be trained 
and equipped to preserve the defensive strength of Indochina. This 
assistance is required to enable these gallant forces to sustain an 
offensive that will provide the opportunity for victory.

We have helped the Chinese Nationalist forces to strengthen the 
defense of the Island of Formosa. This assistance will be continued 
as will assistance to other countries of the free world such as the 
Philippines, Thailand, and some of the American Republics.

The mutual military program, like our domestic military program, 
is now designed to build strength for the long pull rather than meet 
a given target date. Accordingly, we will concentrate on helping 
equip forces which our allies can themselves support over a long period 
of time, with minimum dependence upon aid from the United States.
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We have succeeded in substantially reducing the need for additional 
funds in fiscal year 1955 compared to previous years.

Our mutual security program continues in two related parts— 
the economic and technical program is much smaller in amount than 
the mutual military program and is discussed in a later section under 
international affairs. In that section is a comparative summary of 
the combined program.

Development and control of atomic energy.—In my speech before the 
United Nations on December 8, 1953, I made proposals looking 
toward a resolution of the atomic danger which threatens the world. 
My budgetary recommendations for the program of the Atomic 
Energy Commission for the fiscal year 1955 contemplate both new 
efforts to advance peacetime applications of atomic energy and also 
additional production of fissionable materials. All men of good will 
hope that these fissionable materials, which can be used both for peace 
and for military defense, will ultimately be used solely for peace and 
the benefit of all mankind.

Under the recommendations in this budget, expenditures of the 
Atomic Energy Commission will rise in the fiscal year 1955 to the 
highest point in our history. Operating costs will rise significantly as 
newly completed plants are brought into production. Capital 
expenditures will continue at a high level as construction goes forward 
on major new plants authorized in recent years. New obligational 
authority recommended in 1955 is above that provided in 1954, be
cause of the expansion in operations. Initiation of new construction 
projects will be at a lower level than in recent years, and they will 
be limited essentially to facilities directly related to the production 
program and to several urgently needed research and development 
facilities. In all areas of activity the Commission is making strenuous 
efforts to effect economies; results are being accomplished in the reduc
tion of unit costs.

The increase in expenditures for operations from 912 million dollars 
in the fiscal year 1954 to 1,182 million dollars in 1955 is due primarily 
to expanded operations at the Commission’s facilities at Oak Ridge, 
Paducah, Portsmouth, Hanford, and Savannah River, as plants are 
completed and placed in operation. To meet the greater requirements 
for raw materials for this enlarged productive capacity, increased 
amounts of uranium ores and concentrates will be purchased. Due to 
vigorous efforts in recent years to expand our sources of supply in this 
country and abroad, increased amounts are now being made available 
to match the increase in requirements.

Atomic reactor development will be focused particularly upon the 
development of industrial atomic power for peacetime uses. The
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Commission will move forward on the construction of a large atomic 
power reactor to be initiated in the fiscal year 1954, marking a signifi
cant advance in the technology of peacetime atomic power. Research 
and development, including construction of experimental facilities, 
will continue also on several other types of reactors which show promise 
of ultimately producing power at economic rates.

The launching—this month—of the first atomic submarine, the 
U. S. S. Nautilus, will be followed in the fiscal year 1955 by the 
launching of the U. S. S. Seawolf, a second atomic submarine of dif
ferent design. Research on the more difficult problems of aircraft 
propulsion by atomic energy will continue.

With the advent of various technical developments relating to 
atomic power and with the greater availability of raw materials and 
fissionable materials, the time has arrived for modification of the 
existing atomic energy legislation to encourage wider participation by 
private industry and by other public and private groups in this country 
in the development of this new and uniquely attractive energy source 
for peaceful purposes. Such widespread participation will be a stimu
lating and leavening force in this important field and will be consistent 
with the best traditions of American industrial development. The 
congressional Joint Committee on Atomic Energy last summer held 
public hearings which have served a most useful purpose of identifying 
and developing both the problems and the opportunities which emerge 
as preparations are made to depart from the Federal Government’s 
existing monopoly in this field. Legislation is being recommended 
to the Congress which would encourage such participation and yet 
retain in the Federal Government the necessary controls over this 
awesome force.

Further amendment of the Atomic Energy Act is needed also to 
enable us to realize the full value of our atomic energy development 
for the defense of the free world. I shall recommend amendments 
which would permit, with adequate safeguards, a greater degree of 
exchange of classified information with our allies, in order to strengthen 
their military defenses—as already mentioned—and to enable them 
to participate more fully in the development of atomic power for 
peacetime purposes. I shall recommend also an amendment which 
would permit the transfer of fissionable material to friendly nations 
to assist them in peacetime atomic power development, particularly 
those nations which are supplying us with uranium raw materials. 
This proposed amendment, as well as the previously mentioned amend
ment, will provide adequate safeguards for the security of the United 
States. These legislative recommendations are independent of my 
recent proposal for the establishment of an international agency to 
advance the peacetime benefits of atomic energy, for which additional 
legislation would be needed.
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It is now feasible to plan to terminate Federal ownership and opera
tion of the towns of Oak Ridge, Tennessee, and Richland, Washington. 
To enable the citizens of these communities to manage their own 
affairs in a more normal fashion, legislation will be recommended 
which would permit them to purchase their own homes and to estab
lish self-government in these communities.

Stockpiling of strategic and critical materials.—Considerable progress 
has been made in the fulfillment of the national stockpile goals, and 
further substantial progress is expected during the fiscal year 1955. 
By the end of 1955 about 50 of the 73 materials objectives will be 
virtually completed. Consequently, expenditures will decline sharply 
from 919 million dollars in 1953 to 770 million dollars in 1954 and 585 
million dollars in 1955. The total value of all stockpile objectives is 
estimated at 7.2 billion dollars, of which about 5.5 billion will be on 
hand by June 30, 1955, to meet industrial and mobilization require
ments in times of emergency. In addition to these direct expendi
tures from stockpile appropriations, the borrowing authority provided 
under the Defense Production Act, discussed in the finance, commerce, 
and industry section of this message, is used primarily for expanding 
the supply of critical materials. Net expenditures under this au
thority are estimated at 381 million dollars in the fiscal year 1954 and 
308 million dollars in 1955. Therefore, a total of nearly 900 million 
dollars will be spent in the fiscal year 1955 to assure an adequate 
supply of critical materials in the event of an emergency.

VETERANS’ SERVICES AND BENEFITS

Since 1940 the number of veterans has risen nearly fivefold and it 
is still increasing rapidly as men are discharged from the Armed 
Forces. There are now more than 20 million veterans, who, with their 
families, constitute 40 percent of our people. Over 300 laws provide 
a variety of special benefits and services to this large segment of our 
population.

It is our firm obligation to help our veterans overcome the handicaps 
which they incurred in the service of the Nation so they can return 
to their normal civilian pursuits. We must first of all do what we 
can to ease the burdens of veterans disabled in service and the families 
of those who have died from service causes. This is our primary 
responsibility, and generous benefits to them are the core of our 
veterans’ programs.

Secondly, we must make available readjustment aids through well- 
conceived and properly administered programs for those veterans 
discharged after service during national emergencies.
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Finally, we must remember that the best way to help our millions 
of veterans is by making it possible for them to share fully in the 
economic and social gains of our country. This means assuring them 
adequate job opportunities. It also means assuring them, both during 
and after military service, of the same protection under the broad 
social-security programs that is provided for nonveterans. Progress 
in achieving these objectives will lessen the need for pensions and other 
special benefits for the vast majority of veterans who, fortunately, 
did not incur disabilities during their service.

The appropriations recommended in this budget will enable the 
Government to discharge fully our obligations to veterans in the 
coming fiscal year. Funds are included to provide for all essential 
benefits and services, in some cases exceeding the amounts spent in 
any previous year. At the same time allowance has been made for 
anticipated savings from improvements in efficiency, resulting in part 
from a general reorganization of the Veterans Administration.

V E T E R A N S ’ SERVICES A N D  B EN E FITS

[Fiscal years. In millions]

Expenditures Recom
mended new

Program or agency
1953

actual
1954 esti
mated

1955 esti
mated

obligational 
authority 

for 1955

Gross expenditures:
Readjustment benefits:

Education and training_________ - ________________ $659

112

$473

89

$554

37

$350

37
Loan guaranty and other benefits (Veterans Admin

istration)________________________________________
Unemployment compensation (Labor Department). 

Compensation and pensions................................ ..............
26

2,420
102

40 
2,485 

105

61
2,535

75

56
2,535

72Insurance and servicemen’s indemnities...... .....................
Hospitals and medical care:

Current expenses__________________________________ 657 693 694 689
Hospital construction______ ______ _______________ 100 84 60 44

Other services and administration (Veterans Adminis
tration and other).._______ ______________ ________ 251 221 207 176

Total ............................................................................... 4,327 

1

4,190

2

4,223 

3

i 3,959
Deduct applicable receipts:

Insurance programs (Veterans Administration)________
Other services and administration (Veterans Adminis

tration, primarily canteen services)__________________ 28 28 28

Net budget expenditures____________________________ 4, 298 4,160 4,192

* Compares with new obligational authority of 4,132 million dollars in 1953 and 4,229 million dollars in 1954.

Readjustment benefits.—Education and training and loan guaranty 
benefits are provided for veterans of World War II and the current 
emergency. In addition, special vocational rehabilitation assistance
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is provided for service-disabled veterans of both periods, and unem
ployment compensation is available to veterans of the Korean conflict.

Expenditures of 652 million dollars for all readjustment benefits in 
the fiscal year 1955 are estimated to be about 8 percent higher than in 
the current year. While expenditures for benefits to veterans of the 
Korean conflict are increasing, outlays for education and training, 
rehabilitation, and loan guaranty benefits to World War II veterans 
are declining. Thus, the proportion of total outlays for all readjust
ment benefits going to veterans of the Korean conflict is expected to 
rise from about one-half to about four-fifths in the one year.

During the fiscal year 1955 an average enrollment of 537,000 vet
erans—more than 30,000 above the previous year—is expected in 
school, job, and farm training courses. Of this number, an estimated 
412,000 are veterans of the Korean conflict.

A decline in expenditures for loan guaranty and other benefits from 
1953 to 1955 reflects the discontinuance of payment by the Govern
ment of a gratuity up to 160 dollars on each guaranteed loan issued 
after September 1, 1953.

Unemployment compensation payments to veterans will increase. 
This is the result of the growth in the number of eligible veterans. 
While existing legislation was intended to provide benefits during the 
transition period after discharge, it does not include a limit on the 
time during which veterans may apply for unemployment compensa
tion. I recommend that the law be changed to provide for a time limit 
for filing claims after discharge. This should provide reasonable time 
for veterans to make their readjustment to civilian life and to establish 
benefit rights under the general unemployment compensation pro
gram. Limits are now provided in the Servicemen’s Readjustment 
Assistance Act for other benefits.

Compensation and pensions.—The estimated expenditures of 2.5 
billion dollars will provide for compensation and pension benefits to 
an average of 3.3 million individuals and families. This total includes 
nearly 1.8 billion dollars in compensation payments to service-disabled 
veterans and families of those veterans who have died from service- 
connected causes, and 700 million dollars for non-service-connected 
pensions. It also includes 45 million dollars for subsistence payments 
to an average of 20,000 disabled veterans in the vocational rehabilita
tion program and for 115,000 burial awards.

Expenditures for compensation and pensions have increased sharply 
in the last decade, and the long-run outlook on the basis of present 
laws and veteran population is that these expenditures will rise to 
double their present annual amount within several decades. At the 
same time, a large proportion of the present or potential recipients
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of these benefits will also qualify for payments under the Govern
ment’s old-age and survivors insurance program.

While the conditions under which veterans are entitled to com
pensation and pension benefits are largely specified by law, the Ad
ministrator of Veterans’ Affairs necessarily has important responsi
bilities for their administration, and the budget estimates for the 
fiscal year 1955 assume additional efforts to prevent unsound prac
tices and abuses.

Insurance and servicemen’s indemnities.—The Government reim
burses the veterans’ insurance trust funds for payments made for 
deaths traceable to war hazards in the case of policyholders under the 
national service life insurance contracts issued mostly to World War 
II veterans and under the United States Government life insurance 
policies issued to veterans of earlier periods. The Government also 
pays certain other insurance benefits directly to policyholders. Insur
ance payments are expected to decline from 84 million dollars in the 
fiscal year 1954 to 45 million dollars in 1955.

Since the enactment of the Servicemen’s Indemnity Act of 1951 as a 
substitute for a Government life insurance program, the families of 
servicemen who die on duty or within 120 days after separation are 
paid benefits at the rate of $92.90 a month for 10 years. These pay
ments are expected to increase 41 percent from the 1954 level to 30 
million dollars in 1955.

Hospital and medical care.—The estimates for current expenses of 
the veterans’ hospital and medical programs will provide for an aver
age of 110,200 patients in Veterans Administration aad contract hos
pitals and 25,700 members in Veterans Administration and State 
domiciliary facilities during the fiscal year 1955. The cost of caring 
for the increase of about 2 percent in the hospital load compared to 
the level now estimated for 1954 is offset, however, by lower amounts 
for the medical and dental outpatient care programs. The lower esti
mates for the dental outpatient care program are based primarily 
upon the recommendation that the Congress extend for 1955 the lan
guage enacted for the fiscal year 1954 in Public Law 149, 83d Congress, 
limiting dental treatment for noncompensable disabilities to those 
cases for which application for treatment is made within one year of 
discharge.

The budget includes recommended new obligational authority of 
44 million dollars for new construction and improvements, including 
30 million dollars to complete new hospitals at San Francisco and 
Topeka, toward which the Congress made an initial appropriation 
for the fiscal year 1954.
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I am recommending increased appropriations to provide for an 
average employment in the Veterans Administration medical and 
hospital programs of 136,000 during the fiscal year 1955, an increase of 
10,500 from average employment in 1953 and 3,000 more than in the 
current year. This increase provides for operation of the new hospital 
facilities which have been constructed.

Other services and administration.—General administrative expenses 
of the Veterans Administration are estimated to decline further in the 
coming year as the result of declining workloads for readjustment of 
World War II veterans as well as improved performance resulting from 
better organization and greater efficiency. Average employment of 
35,600 in Veterans Administration nonmedical programs is estimated 
for 1955, 11 percent below employment in the current year and 17 
percent less than in 1953.

Trust funds.—Under the United States Government life insurance 
and national service life insurance trust funds, nearly 7 million policies 
continue in force, carrying 44 billion dollars of life insurance issued 
before enactment of the Servicemen’s Indemnity Act of 1951. The 
receipts of these funds now roughly balance their disbursements. The 
transactions of these, as of other, trust funds are not included in the 
budget totals.

V E T E R A N S ’ L IFE  IN SU R AN C E  FU N DS 

(Trust funds)

[Fiscal years. In millions]

Item 1953 actual 1954
estimated

1955
estimated

Receipts:
Transfers from general and special accounts___________________ $84

2 00
427

$75
208
522

$36
208
485

Interest on investments________________________________________
Premiums and o th e r ._________________________________ - ____ _

Total................... ................................. .......................................... - 711 805 729

Expenditures:
Dividends to policyholders....................................... ........................ . 190

470
297
533

217
524Benefits and other. ___________________________________________

Total................................. ............ .......................... ............................ 660 830 741

Net accumulation (-j-) or withdrawal (—) ____________________ +51 -2 5 — 12

Balance in funds at close o f  year___________________________________ 6,613 6,588 6,576

INTERNATIONAL AFFAIRS AND FINANCE

My budget recommendations for the international programs of the 
Government will enable us to hold our newly won initiative in world
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affairs and move toward a lasting peace. The budget for international 
affairs and finance includes funds required for the conduct of our 
foreign affairs, for the programs for economic and technical develop
ment abroad, and for our foreign information and exchange program.

The mutual military program, which was formerly included in the 
budget along with these programs under the heading “International 
security and foreign relations” has been discussed in this budget 
message as part of the national security program. At the same time, 
military assistance is intimately related to and must be administered 
in the furtherance of our foreign policy.

The extent of our assistance under both the mutual military program 
and mutual economic and technical program is shown in a summary 
table below. This table covers all components of the present mutual 
security program. This entire program is directed toward the estab
lishment of conditions overseas which, in one way or another, con
tribute to our own security and well-being.

M U T U A L  S E C U R IT Y  P R O G R A M S , M IL IT A R Y  A N D  E C O N O M IC  

[Fiscal years. In millions]

1953 actual 1954
estimated

1955 recom
mended or 
estimated

Expenditures:
Mutual military program............... ............. .......................... $3,954 

1,702
$4,200
1,300

$4,275 
1,125Mutual economic and technical program...............................

T o t a l .......................... ............ ........ .................... — .............. 5,656 5,500 5,400

New obligational authority:
Mutual military program 1______________________________ 4,236 

1,907
3,800 

926
2,500
1,010Mutual economic and technical program 2.......... .................

Total........................ ............ ........ .............................. ............. 6 , 143 4, 726 3 ,510

1 Does not include reappropriations of $321 million for 1953 and $1,763 million for 1954.
2 Does not include reappropriations of $128 million for 1953 and $179 million for 1954.

Our national security and international programs are designed to 
deter would-be aggressors against the United States and other nations 
of the free world, and to strengthen our efforts for peace by all appro
priate means including diplomatic negotiations with the Soviets. 
With a position of strength, an effective conduct of our foreign 
relations by the Department of State is the keystone of our efforts 
to win our way to peace. There has never been a time when the 
future security and welfare of our country were more dependent 
upon the exercise of wise leadership in the realm of world affairs. 
My recommendation for funds for the Department of State will 
enable it to meet this challenge.
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Some countries are still facing such economic conditions that 
they are not able solely by their own efforts to support the desired 
military effort or to provide for the economic growth and progress 
essential to our mutual objectives. It is thus still necessary that sup
plementary goods, services, and technical skills be provided by the 
United States. It is for these purposes that funds for economic and 
technical development are requested for fiscal year 1955.

Through our information and exchange program we are attempting 
to achieve a clear understanding by others of our aims, objectives, 
and way of life and a better understanding by us of the aspirations 
and cultures of other countries. Such mutual understanding in
creases our ability to exercise strong, sympathetic, and cooperative 
leadership in the mutual efforts of free peoples to achieve their com
mon goals.

IN T E R N A T IO N A L  A FFAIR S A N D  FIN AN C E  

[Fiscal years. In millions]

Program

Gross expenditures Net expenditures Recom
mended new 
obligational 
authority 

for 1955
1953

actual
1954 esti

mated
1955 esti

mated
1953

actual
1954 esti

mated
1955 esti

mated

Conduct of foreign affairs_______
Economic and technical devel

opment :
Present program K........... .......
Proposed legislation_________

$150

2,396

$129

1,943

$125

1,105 
370

$150 

1,960

$129

1,555

$125

658
370

$116

15 
1 ,0 1 0

300

105

Surplus agricultural com
modities disposal (proposed 
legislation)______ ________

Foreign information and ex
change activities____________

Total____ _________________

106 95 97 106 95 97

2, 652 2,167 1, 697 2,216 1,779 1,250 1,546

1 Gross expenditures exclude private bank loans guaranteed by the Export-import Bank and net repay
ments thereof in the amounts of 4 million dollars in 1953, 82 million dollars in 1954, and 188 million dollars in 
1955. Such amounts are included in table 1 and Special Analysis B.

During the past year progress has been made toward the accomplish
ment of the objectives of our international programs. Not only have 
our allies and friends grown in military strength, but also a continued 
high level of production and increased gold and dollar reserves have 
permitted European countries to become more nearly self-supporting. 
This improvement makes it possible for estimates of expenditures for 
economic and technical programs included in this budget to be sig
nificantly lower than the already reduced level of the fiscal year 1954. 
Significant contributory factors in this progress have been our assist
ance in past years and the positive and constructive fiscal and other 
economic measures which have been taken by the other countries 
themselves. As a result the fiscal year 1955 represents, in a sense, a
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period of transition from heavy dependence by a large number of 
countries upon massive bilateral economic assistance from the United 
States to the use of such assistance in more limited circumstances. 
Progress in such a transition will generally depend upon the extent to 
which our own policies, and those of our friends, contribute to in
creased private investment, increased exports to the United States, 
internal financial and economic reforms in some countries, and multi
lateral cooperation for the achievement of strong and self-supporting 
economies.

Conduct of foreign affairs.—The burden of the vastly enlarged 
responsibility involved in our international affairs falls heavily upon 
the Department of State since the Secretary of State is the officer 
responsible, under the President, for the development and control of 
all foreign policy and for the conduct of our relations with foreign 
governments and international agencies. Successful discharge of this 
broad responsibility calls for wise and informed diplomatic support to 
our national leaders in negotiations carried on at the highest levels as 
at Bermuda and Berlin. It requires the day-to-day representation 
of our national interest through some 273 diplomatic missions and 
consular offices abroad. We also must continue to give our firm 
support to the United Nations and other international organizations, 
and bear a part of the costs of these organizations and their programs. 
A successful administration of our foreign policy requires the State 
Department to report and appraise political, economic, and social 
conditions and trends abroad; to provide foreign policy guidance to 
all agencies carrying on programs overseas; and to coordinate in the 
field all foreign policy aspects of overseas programs. Finally, advice 
must be furnished as to the foreign policy implications of domestic 
programs.

Net budget expenditures for the conduct of foreign affairs in the 
fiscal year 1955 are estimated at 125 million dollars. This expendi
ture represents a decrease of 4 million dollars from 1954, resulting 
from reduction of personnel and other costs of the Department of 
State including the curtailment of civilian occupation activities in 
Germany.

Economic and technical development.—Net budget expenditures for 
economic and technical development in the fiscal year 1955 are esti
mated at 1,028 million dollars, compared with 1,555 million dollars in 
the fiscal year 1954 and 1,960 million dollars in 1953.

This budget, as did the fiscal year 1954 budget, reflects propor
tionately greater emphasis on programs in Asia, Africa, and Latin 
America. It contemplates new appropriations for aid to very few 
European countries.

270000— 54--------- IV

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

1955



m 58 M E S S A G E  O F  T H E  P R E S I D E N T

In the Far East there is a need for contributions to provide for relief 
in Korea and, now that hostilities have been terminated, for an 
expanded reconstruction program for that war-devastated country. 
Funds are also recommended to maintain the strength and security 
of Formosa and to support further the effort of our friends combat
ing Communist aggression in Indochina. This budget also provides 
for technical assistance and economic development in India, Pakistan, 
the Philippines, and other nations of Asia to encourage continued 
progress in their efforts to improve the living conditions of their people.

With respect to the Near East the budget provides for helping 
relieve the plight of Arab refugees through contributions to the United 
Nations refugee agency, and for technical assistance and supple
mentary economic development in the Arab States, Israel, and Iran.

Provision is also made in the budget for continuing the technical 
assistance program for Latin America. This program, which has 
existed for a number of years, contributes to a reduction of social 
and economic problems upon which communism feeds and which 
hampers the development of stable and growing economies.

Surplus agricultural commodities.—I plan to request authority soon 
to use a part of our accumulated surpluses of agricultural products 
to assist in strengthening the economies of friendly countries, and 
otherwise to contribute to the accomplishment of our foreign policy 
objectives. Authority will be requested to use for this purpose over 
a 3-year period up to 1 billion dollars worth of commodities held by 
the Commodity Credit Corporation. This budget anticipates a 
request for a supplemental appropriation of 300 million dollars for 
the fiscal year 1955 to reimburse that Corporation for commodities 
used.

This program for use of agricultural surpluses is designed to com
plement our general program of economic and technical development 
and must be closely coordinated with it. The program for use of 
surplus agricultural commodities involves the use of stocks held by 
the Commodity Credit Corporation. No additional budget expendi
tures will be required for these commodities.

It should be emphasized in connection with this program that it is 
purely temporary, predicated upon adoption of our domestic agri
cultural program which should not involve the continued accumulation 
of large surpluses. Special safeguards will be provided which will 
require that commodities furnished must be in addition to amounts 
which otherwise would have been imported and must not displace 
the usual marketings of the United States and friendly countries.

Foreign information and exchange activities.—This budget includes 
expenditures of 97 million dollars for foreign information and ex
change activities, including those functions conducted by the new
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United States Information Agency. This is an increase of 2 million 
dollars over the expenditures for foreign information and exchange 
programs in the fiscal year 1954.

In October, on the advice of the National Security Council, I di
rected the United States Information Agency to develop programs 
which would show the peoples of other nations that the objectives and 
policies of the United States will advance their legitimate aspirations 
for freedom, progress, and peace. I believe that if the peoples of 
the world know our objectives and policies, they will join with us 
in the common effort to resist the threat of Communist imperialism 
and to achieve our mutual goals. It is essential that the United 
States Information Agency have the tools to carry out this mission.

The United States Information Agency will reach 77 free countries 
through radio, press, motion pictures, or information centers and will 
reach 10 Iron Curtain countries through radio broadcasts.

My budget recommendations for information and exchange activi
ties include 15 million dollars of new obligational authority for educa
tional exchange programs. These programs are designed to promote 
a receptive climate of public opinion overseas through the exchange 
between the United States and over 70 foreign countries of students 
and persons who are leaders important to the present or future of 
their nations.

SOCIAL SECURITY, WELFARE, AND HEALTH

I believe that, along with the essentials of protecting the freedom 
of our people and maintaining a strong and growing economy, we 
must make greater and more successful efforts than we have made 
in the past to strengthen social security and improve the health of 
our citizens. In so doing, we build for the future, and we prove to 
the watching world that a free Nation can and will find the means, 
despite the tensions of these times, to progress toward a better 
society.

The keystone of our social security program today is the system 
of old-age and survivors insurance, under which nearly 70 million 
people are insured and 6 million people are presently receiving bene
fits. The economic protection afforded by this social insurance is 
now accepted as basic in our society. Yet there are serious defects 
in the system. In my recent social security message, I submitted 
specific recommendations to remedy these defects.

The legislation to improve old-age and survivors insurance will not 
directly affect the budget totals, since this program is financed 
through payroll taxes which go into a trust fund, and the expenditures 
are made from the fund rather than from the general budget accounts. 
However, the legislation should lessen the need for expenditures from
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the general budget accounts to help the States pay public assistance 
to the needy aged and to dependent children, as old-age and survivors 
insurance takes over a larger and larger role in providing them with 
basic protection.

To reflect this development, legislation is being prepared to reduce 
Federal grants to States for old-age assistance as old-age and survivors 
insurance continues to take over an increasing share of the load. My 
social security message has set forth these recommendations in more 
detail.

SOCIAL SE C U R ITY , 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
1953

actual
1954 esti
mated

1955 esti
mated

obligational 
authority 

for 1955

Gross expenditures:
Public assistance:

Present program______________ ____ _________ ____ $1,332 $1,391 $1,187 
108

$1 ,2 0 2  
108Proposed legislation_____________  ________________

Promotion of public health:
Present program- _ __________  _ ........................ 316 289 281 234
Proposed legislation............. .......................................... 7 89

Aid to special groups:
Vocational rehabilitation:

Present program ___________ _______ ___ _____ 25 25 21 21
Proposed legislation............................... ................ 8 9

School lu n c h ...................... ................... ..... ................. - 83 83 68 68
Indian welfare and other____ ____ ________________ 48 51 54 54

Accident compensation.............. ..................... ................... 43 42 43 43
Prisons and p ro b a tio n ...________________ __________ 29 27 28 29
Retirement and dependents insurance (Railroad Retire

ment Board)_________________________ ____ ________ 33 35
Defense community facilities and services_____________ 1 4 2

Total_____________ _________________ _______________
Deduct applicable receipts. . _____  ___ ___

1,910
0 )

1,947
0 )

1,807
0 )

»1,857

Net budget expenditures_____________________________ 1,910 1,947 1, 807

1 Less than 500,000 dollars.
2 Compares with new obligational authority of 1,886 million dollars in 1953 and 1,919 million dollars in 1954.

This administration flatly opposes the socialization of medicine. 
Under the traditional American approach, private and nonprofit 
medical and hospital insurance programs have grown steadily and 
now cover a large segment of the population. Yet there is still a 
long way to go. Many families are not protected; many health 
costs are not insured. Positive action to promote the health of all 
our people has been recommended in my recent message.

The budget estimates for the fiscal year 1955 provide for the costs 
of the proposed legislation to improve the health of the people and also 
for the improvements and expansion of vocational rehabilitation
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services for the disabled. Experience has proved that these efforts 
pay for themselves many times over.

Including the proposed legislation, net budget expenditures for 
social security, welfare, and health in the fiscal year 1955 are estimated 
at 1,807 million dollars. This is 140 million dollars less than estimated 
expenditures in 1954. The decline results mainly from an expected 
reduction in public assistance grants to the States.

Public assistance.—Under present law the Federal Government con
tributes, according to a statutory formula, to State expenditures for 
assistance payments to four groups of people in need—dependent 
children, the aged, the blind, and the totally disabled. With the 
expansion of the social security program, it is now feasible to recom
mend a new formula for public assistance grants which will more 
adequately recognize the varying financial needs of the several States 
and the appropriate role of the Federal Government in meeting these 
needs. The legislation which I am recommending would provide for 
a permanent formula to replace the present temporary increase in the 
Federal share which expires next September 30. This new formula 
includes specific provision for a related reduction in Federal grants 
to States for old-age assistance as the improved old-age and survivors 
insurance program takes over an increasing share of the load. A 
transition period for adjusting both Federal and State procedures 
will be necessary.

The decrease of nearly 100 million dollars in estimated expenditures 
for public assistance is made possible primarily by the proposed 
improvement in old-age and survivors insurance, which will reduce 
the need for supplementation by public assistance.

Promotion oj public health.—The budget provides for initiating our 
new program to help assure adequate medical and hospital services. 
The main elements of this program are:

(1) Establishment of a limited reinsurance service to encourage 
private and nonprofit health insurance organizations to offer 
broader health protection to more families on a basis which 
would reinsure the special additional risks through premiums 
modeled on sound insurance principles. The capital for this 
program will be provided initially by the Federal Government 
and repaid from fees.

(2) A broadening of the present Federal grant-in-aid program for 
hospital construction to stimulate provision of diagnostic and 
treatment centers, rehabilitation facilities, nursing homes, and 
additional chronic disease hospitals, and to help finance State 
surveys of their needs for such facilities.
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The new program is estimated to require new obligational authority 
of 89 million dollars for the fiscal year 1955, of which 7 million dollars 
would be spent in that year.

Budget expenditures for all public health programs under existing 
legislation, excluding medical care for military personnel and veterans, 
are estimated at 281 million dollars in the fiscal year 1955. About 
one-half of this amount will be for grants to universities and medical 
schools for medical research and training, for clinical and laboratory 
research conducted by the Federal Government, and for operation of 
the Public Health Service hospitals. The Public Health Service hos
pitals primarily furnish hospital and medical care to American mer
chant seamen. The budget provides funds to continue these special 
services while the Department of Health, Education, and Welfare has 
this program under review.

Other expenditures will be for grants-in-aid to State governments 
and local communities for hospital construction, general health serv
ices, maternal and child health, and the control of specific diseases, 
such as tuberculosis, cancer, mental illness, and heart ailments. 
With the major communicable diseases, including tuberculosis and 
venereal diseases, diminishing in importance as public health problems, 
greater emphasis is being given to the chronic diseases which are 
becoming more prevalent.

Vocational rehabilitation program.—The estimate for the present 
program of vocational rehabilitation reflects congressional action, 
taken in the 1954 appropriation act, to require that a larger portion of 
the program be financed by the States. To revitalize the vocational 
rehabilitation program, I have recommended that we redefine our 
objectives so as to make possible a substantial increase in the number 
of persons rehabilitated.

School lunch program.—Budget expenditures shown for the school 
lunch program for fiscal years prior to 1955 include funds for the pur
chase of commodities for distribution to the States, as well as for cash 
payments to the States. The amount recommended for 1955 will 
maintain cash payments to the States at the same level as in 1954. 
In addition, it is expected that larger Federal contributions of surplus 
agricultural commodities will be made to the program. These con
tributions are financed from a permanent appropriation to the De
partment of Agriculture. As a result, total Federal aid for the 
school lunch program, including cash payments and surplus foods 
distributed under the program for the children are estimated at 218 
million dollars in the fiscal year 1955 compared with 206 million 
dollars in 1954.
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Railroad retirement.—As described earlier, the railroad retirement 
program is reported in this Budget in the same manner as the old-age 
and survivors insurance program and appears in the tables on that 
basis. The change does not affect the budget deficit.

Trust funds.—The old-age and survivors insurance system is 
operated through a trust fund, which receives the payroll contributions 
and pays the benefits and administrative expenses. The tax rate 
rose to 2 percent each on employers and employees, effective January 
1, 1954. My proposals for expanding and improving the program 
will raise receipts by an estimated 100 million dollars, benefit dis
bursements by 400 million dollars, and administrative expense by
8 million dollars in the fiscal year 1955.

SOCIAL SECURITY, WELFARE, AND HEALTH 
(Trust funds)

[Fiscal years. In millions]

Fund and item 1953
actual

1954
estimated

1955
estimated

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

Present program:
Appropriation from general receipts... ..................... . $4,086 $4,600 

100
$5,369

Deposits by States____________ __________  __ __ 44 135
Interest and other_____________________  _ _______ 387 442 477

Proposed legislation________________________________  _ 100
Payments of benefits, construction, and administrative expenses, 

and tax refunds:
Present program_____________________________ _______
Proposed legislation___________________  _____________

-2, 748 -3,368 -3,809 
-408

Net accumulation____ ___________ __________ _____ 1,769 1,774 1,864

Balance in fund at close of year________  __________________ 18,364 20,138 22,002

Railroad retirement fund:
Receipts:

Appropriation from general receipts__________  _________ 658 675 640
Interest on investments_____________________________ 89 98 105

Payments of benefits, salaries, and expenses_______ ______ _ -465 -490 -513

Net accumulation___ ____________________;__________  _ 282 283 232

Balance in fund at close of year___________ ______ ________ 3,183 3,466 3,698

Federal employees* retirement funds:
Receipts:

Employee contributions________________ _____________ 425 427 427
Transfer from budget accounts and other________________ 321 31 30
Interest________ _______  _________ .. - _____  ____ 215 227 236

Payments of annuities and refunds, and expenses________ ___ -363 -421 -448

Net accumulation_______ _____________________________ 598 264 245

Balance in funds at close of year___________________________ 5,652 5,916 6,161
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The Government also operates separate retirement programs 
for railroad workers, mentioned above, and for Federal civilian em
ployees. HOUSING AND COMMUNITY DEVELOPMENT

Good housing and the development of adequate community facilities 
are essential to the welfare of our people and to the stability and growth 
of our economy. Over the years the Federal Government has under
taken a wide variety of programs to assist our citizens in obtaining 
better housing. These programs, however, have been designed in the 
main to meet short-run emergencies or they have been developed 
piecemeal without a clear underlying policy. As a result, housing 
laws have become a patchwork which only experts can understand. 
Excessive reliance has been placed on direct participation by the 
Federal Government in areas where, properly encouraged, local gov
ernments or private enterprise could have carried a larger share of the 
total responsibility. Different Federal programs have too often 
worked at cross-purposes, resulting in heavy expense without com
mensurate gains. In some instances, they have aggravated infla
tionary price increases instead of working toward lower housing cost 
for the ultimate consumer. Finally, the weaknesses in the organiza
tion of Federal housing activities have prevented us from realizing 
the full potentialities of present programs.

At my request, the Advisory Committee on Housing Policies and 
Programs, under the chairmanship of the Housing Administrator, has 
intensively examined all Federal housing activities. After considera
tion of its report and the Administrator’s recommendations, I am 
proposing a series of changes which have three important objectives: 
First, they would reorient existing programs to emphasize the initiative 
of private enterprise and the role of local governments. Second, they 
would fill important gaps in the present housing program and at the 
same time eliminate numerous unnecessary and obsolete activities. 
Third, they would strengthen the administration of these programs to 
assure the most economical and effective use of Federal funds in 
improving the housing conditions of the Nation.

To carry out these proposals I shall recommend major changes in 
legislative authority. I shall also submit a reorganization plan which 
will permit a more logical grouping of operating programs and give 
the Housing Administrator appropriate authority to supervise these 
programs and to determine major policies. Pending final decision on 
important details, estimates for these proposals are not specifically 
set forth in this budget. However, they will not have a significant 
effect on the Federal budget in the fiscal year 1955.

Most housing and community development programs involve both 
expenditures and receipts. In the fiscal year 1955 gross expenditures
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will total an estimated 1,903 million dollars, but receipts will exceed 
these expenditures by 277 million dollars. These net receipts com
pare with net expenditures of 549 million dollars in 1953 and the 
revised estimate of net expenditures of 57 million dollars in 1954. 
The great improvement in the fiscal outlook over the 2 years reflects 
mainly the fact that purchases of mortgages by the Federal National 
Mortgage Association are declining and sales are rising. Increased 
private financing for the public housing program is also reducing the 
need for Federal outlays.

HOUSING AND COMMUNITY DEVELOPMENT
I Fiscal years. In millions]

Gross expenditures Net expenditures Recom
mended new 
obligational 
authority 
for 1955

Program or agency
1953

actual
1954
esti

mated
1955
esti

mated
1953

actual
1954
esti

mated
1955
esti

mated

Urban development and redevelopment. $25 $68 $97 $21 $38 $48
Aids to private housing:

Housing and Home Finance Agency: 
Federal Housing Administra

tion ____________________ 124 118 94 -43 -30 -69
Federal National Mortgage 

Association___  __________ 645
15

590 488 379 62 -166
Other ____________________ 16 4 -25 -38 -28 $4

Veterans’ housing loans (Veterans 
Administration)______________ 92 109 84 70 78 44

Treasury (Reconstruction Finance 
Corporation)__________________ -6 -50 -11

Farm housing (Department of Agri
culture) _ ____ 19 17 19 17

Public housing programs._____ ______ 1,027 1,222 956 1 -220 -234 77
General housing aids:

Housing and Home Finance Agency: 
College housing loans_________ 14 37 62 14 36 58
Other___ ___________ ______ 5 3 3 5 3 3 3

Provision of community facilities:
Present programs. _ _________ 31 53 34 23 43 3 6
Proposed advances for public works 

planning _ - ________ 3 3
Defense housing ________ 28 31 1 28 31 1
Civil defense_____________ ______ __ 78 76 70 51 74 68 86
Disaster loans and relief __ . __ 15 17 7 12 13 3

Total________________________ 2,118 2,357 1,903 549 57 -277 i 176

1 Compares with new obligational authority of 1,526 million dollars in 1953 and 628 million dollars in 1954.

Urban development and redevelopment.—Too many families in our 
cities today are living in substandard housing in deteriorating and 
slum neighborhoods. Since 1949 the Federal Government has been 
providing loans and grants to local governments for clearance and re
development of slum areas. Most local projects approved for Federal 
assistance are still in the planning stage, but by the end of the fiscal
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year 1955, clearance and redevelopment operations will be completed 
or underway for 180 projects, compared to 43 projects begun by 
June 30, 1953. Net expenditures in 1955 are estimated to rise to 
48 million dollars, of which 39 million dollars represents grants to local 
communities to cover two-thirds of the net cost of projects which they 
have completed, or on which they have made substantial progress.

This acceleration is encouraging, but clearing slums provides only a 
partial answer. Effective progress in redeveloping our cities will 
require (1) enlistment of greater local and private participation,
(2) slum prevention as well as elimination, and (3) rehabilitation of 
rundown houses and neighborhoods. To help attain these objectives, 
I shall recommend legislation broadening the present program to 
authorize loans and grants for the conservation, rehabilitation, and 
renewal of neighborhood areas. Important changes should also be 
made in mortgage insurance authority of the Federal Housing Adminis
tration and in the low-rent public housing program, so that these 
programs can contribute more effectively to sound redevelopment. 
All of these aids should be fully coordinated and should be provided 
only in areas where the local community has adopted and is carrying 
out its part of an effective program to arrest urban decay.

Federal Housing Administration.—As one of the major Federal aids 
to private housing, the Government insures mortgage loans made to 
finance housing construction or purchase. In the fiscal year 1955 
under existing programs the construction of an estimated 190,000 
new homes and the purchase of 126,000 existing homes will be financed 
with the aid of mortgages insured by the Federal Housing Adminis
tration. Receipts from premium income and other sources will exceed 
expenditures by an estimated 69 million dollars.

To encourage the substitution of private financing for Federal out
lays in the areas of greatest housing need, I shall urge the Congress to 
authorize two new mortgage insurance programs, as well as to liberal
ize certain existing programs. Specifically, the Federal Housing 
Administration should now be authorized to insure private credit 
used for the rehabilitation of obsolete neighborhoods. It should also 
be given authority, on an experimental basis, to insure mortgages with 
small down payments and with the balance payable over along period, 
to finance inexpensive homes for lower income families, particularly 
families displaced by rehabilitation and slum-clearance programs. 
Additional authority should be provided to adjust down payments 
and maturities for insured mortgages to the extent consistent with 
overall economic policy. I shall also recommend simplification of the 
basic housing laws by the elimination of numerous inactive or un
necessary programs and by simplification of the structure and opera
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tions of the existing mortgage insurance funds. At the same time, 
measures will be recommended to strengthen the insurance funds.

Federal National Mortgage Association.—The Federal National 
Mortgage Association buys and sells mortgages insured by the Fed
eral Housing Administration or guaranteed by the Veterans Adminis
tration. Gross expenditures are estimated at 488 million dollars in 
the fiscal year 1955, mainly for purchase of mortgages to finance 
military and defense housing under commitments made in earlier 
years. By 1955 the supply of private funds is expected to be ade
quate in most areas to provide financing for most other types of 
mortgages without Federal support.

The policy of this administration is to sell the mortgages now held 
by the Association as rapidly as the mortgage market permits. 
Assuming satisfactory market conditions, receipts from these sales 
and from other sources in 1955 will exceed expenditures by an esti
mated 166 million dollars. This contrasts with net expenditures of 
379 million dollars in 1953, and 62 million dollars estimated for 1954.

The legislation which I shall propose would provide authority to 
establish, from time to time, maximum interest rates and other terms 
on insured and guaranteed mortgages with the objective of encourag
ing an adequate, but not excessive, supply of private mortgage funds 
for all parts of the country. This proposal would make unnecessary 
in the future large Government purchases of mortgages such as were 
required in the past, whenever interest rates made such mortgages 
unattractive to private lenders. I shall also recommend the initiation 
of a new program, financed in large part from private funds, to fur
nish many of the secondary market facilities now provided by the 
Federal National Mortgage Association.

Other aids to private housing.—Net expenditures for direct housing 
loans to veterans are estimated at 44 million dollars in the fiscal year 
1955, compared with 78 million dollars in 1954. Sales of loans to 
private investors are expected to rise as a result of the recent increase 
in the rate of interest on these loans. Under existing law, disburse
ments will be made during 1955 only on loans for which commitments 
are made prior to the expiration of lending authority on June 30, 1954.

Authority for farm housing loans under title V of the Housing Act 
should be permitted to expire on June 30, 1954. Most of the essential 
needs can be met under other authorities and funds available to the 
Farmers’ Home Administration.

The loans of three other programs will be substantially liquidated 
in the fiscal year 1954. These include mortgages held by the Recon
struction Finance Corporation, loans made by the Housing Adminis
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trator to the Alaska Housing Authority, and loans to various pre
fabricated housing manufacturers.

Public housing.—As already indicated, I shall propose a new mort
gage insurance program and other measures to encourage provision 
of private housing for low-income families. If these proposals prove 
effective, the need for future construction of low-rent public housing 
will be reduced. As an interim measure, however, the present public 
housing program should be continued at the level considered neces
sary to meet the needs of low-income families, particularly those dis
placed by slum-clearance and urban rehabilitation activities. Accord
ingly, my recommendations for the fiscal year 1955 in this budget 
would authorize construction of approximately 35,000 low-rent public 
housing units by local housing authorities, with the assistance of Fed
eral loans and annual contributions adequate to assure the low-rent 
character of these units.

An estimated 956 million dollars in temporary Federal loans and 
other expenditures will be necessary to finance the operations of the 
low-rent and other public housing programs during the fiscal year 
1955. Receipts from private refinancing of local housing authority 
obligations and other sources are estimated to exceed these expendi
tures by 234 million dollars. All except 8 million dollars of the 77 
million dollars in new obligational authority requested is for payment 
of annual contributions under contracts made in prior years.

College housing.—Under the Housing Act of 1950 the Housing 
Administrator makes direct loans repayable over 40 years to finance 
student and faculty housing at colleges and universities. Net expendi
tures for such loans in 1955 will rise to 58 million dollars, largely 
under commitments made in prior years. By June 30, 1955, over 
200 loans will have been approved. These will finance construction 
of housing accommodations for about 50,000 students and faculty 
members. Wherever possible, private financing of these loans will be 
encouraged.

Provision oj community jacilities.—The sharp reduction in net 
expenditures for provision of community facilities reflects mainly 
liquidation by the Treasury of loans to public agencies which were 
originally made by the Reconstruction Finance Corporation. No 
appropriations are being requested at this time for new loans to 
public agencies.

To encourage State and local governments to prepare for possible 
future expansion in public works construction, I am recommending 
legislation to authorize Federal advances to them for planning future 
construction. If the authority is granted, I shall request a supple
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mental appropriation for the fiscal year 1954 of 10 million dollars, 
with estimated expenditures of 3 million dollars in 1955.

Civil dejense.—Expenditures for civil defense are included in housing 
and community development because of their community aspects, but 
the program is discussed in this message under national security. 
Federal expenditures for civil defense are estimated at 68 million 
dollars in the fiscal year 1955.

EDUCATION AND GENERAL RESEARCH
The citizen in a democracy has the opportunity and the obligation 

to participate constructively in the affairs of his community and his 
Nation. To the extent that the educational system provides our 
citizens with the opportunity for study and learning, the wiser will 
their decisions be, and the more they can contribute to our way of life.

I do not underestimate the difficulties facing the States and com
munities in attempting to solve the problems created by the great 
increase in the number of children of school age, the shortage of 
qualified teachers, and the overcrowding of classrooms. The effort 
to overcome these difficulties strains the taxable resources of many 
communities. At the same time, I do not accept the simple remedy 
of Federal intervention.

It is my intention to call a national conference on education, com
posed of educators and interested citizens, to be held after prepar
atory conferences in the States. This conference will study the facts 
about the Nation’s educational problems and recommend sensible 
solutions. We can then proceed with confidence on a constructive 
and effective long-range program. Pending the outcome of these 
conferences and the development of our educational program, the 
Federal Government is providing assistance to those communities 
where school needs have been greatly increased by the activities of the 
Federal Government.

Budget expenditures for education and general research activities 
in the fiscal year 1955 are estimated at 223 million dollars. This 
figure does not include amounts spent for education and research in 
connection with the military, veterans7, atomic energy, and certain 
other programs—which are classified in other sections of the budget. 
A comprehensive report on Federal research activities appears in 
Special Analysis H, page 1157.

Sixty-two percent of the expenditures for education and general 
research in the fiscal year 1955 will be for grants to those local school 
districts that have been burdened by Federal activities. Another 
13 percent will be for grants to States to help support their vocational 
education programs and their land-grant colleges. The Federal
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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 shown for 
general-purpose research are for programs of the Census Bureau, the 
National Bureau of Standards, and the National Science Foundation.

EDUCATION AND GENERAL RESEARCH
[Fiscal years. In millions]

Budget expenditures (net) Recom
mended new

Program or agency
1953

actual
1954 esti
mated

1955 esti
mated

obligational 
authority 
for 1955

Promotion of education:
Office of Education:

Assistance for school construction and operation
in federally affected areas____________________ $201 $199 $139 $99

Vocational education_________________________ 25 26 25 25
Grants for colleges of agriculture and the mechanic

arts..._________ _____________ ____________ 5 5 5 5
Educational conference and other proposed legis

lation______________ __________________  __ 1 1 (0
3Other________________________________  __ ___ 3 3 3

Educational aid to special groups______________________ 7 7 7 9
Library and museum services........ ............................ . 11 12 12 12
General-purpose research:

National Science Foundation______________________ 4 7 12 14
Bureau of the Census.................. ......... ............ ............ 13 9 10 10
National Bureau of Standards-------------------------------- 8 9 9 8

Total........................... .......................... .................... 277 278 223 2 185

1 Less than 500,000 dollars.
2 Compares with new obligational authority of 328 million dollars in 1953 and 217 million dollars in 1954.

Promotion oj education.—Responsibility for education in the United 
States belongs to the State and local governments. The Federal 
Government has for many years provided financial assistance for 
land-grant colleges and some other educational activities. The Office 
of Education also disseminates information on educational trends and 
good practices. In recent years, the problems of education have 
been increasing in severity while this service has been reduced. My 
budget recommendations provide for an expansion of this basic 
activity.

The proposed national conference and preparatory State con
ferences will be most important steps toward obtaining effective 
nationwide recognition of these problems and toward recommending 
the best solutions and remedies. I recommend immediate enactment 
of the authorizing legislation and appropriations so that preparations 
for the individual State conferences as well as the national conference 
can begin at once.
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Within the appropriation recommended for the Office of Education 
in this budget is provision to expand the studies and consultations 
through which it promotes better practices in education. One prob
lem to which particular attention will be given is the meager education 
received by children of migrant agricultural workers. Because these 
children move with their parents from State to State, the problem of 
providing for their education can be solved only through special effort 
on a cooperative interstate basis.

In addition, I recommend that legislation be enacted which will 
enable the Office of Education to join its resources with those of State 
and local agencies, universities, and other educational organizations 
for the conduct of cooperative research, surveys, and demonstration 
projects. Legislation is necessary to make this cooperative effort 
effective.

An advisory committee on education in the Office of the Secre
tary of Health, Education, and Welfare should be established by law. 
This recommendation carries forward an objective of the reorgani
zation plan under which the Department was created last year. 
This committee, composed of lay citizens, would identify educational 
problems of national concern to be studied by the Office of Educa
tion or by experts outside the Government, and would advise on 
action needed in the light of these studies.

For these new activities directed toward the improvement and 
strengthening of our basic educational services, I am including 300,000 
dollars in the 1955 budget and recommending a 1954 supplemental 
appropriation of 2 million dollars.

The last session of the Congress enacted legislation to extend 
temporarily the laws under which assistance has been provided to 
local school districts burdened by Federal activities, and to improve 
the original laws so that they will provide the aid economically and 
to the areas most acutely affected. As a result of these improve
ments, the recommended appropriation of 59 million dollars for school- 
operating assistance in the fiscal year 1955 is 14 million dollars below 
the amount for 1954. This assistance is provided to more than 2,000 
school districts, with enrollments of almost 5 million children, of 
whom almost 1 million qualify for assistance because their presence 
is related to Federal activities.

The appropriation of 40 million dollars for school construction 
recommended for 1955, together with the 1954 appropriation of 70 
million dollars, will provide for the most urgent classroom needs of 
the school districts eligible for this aid under the extended program. 
These funds are being used to help build almost 5,000 classrooms 
to serve 140,000 children.
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Aid to special groups.—A construction program now underway at 
Howard University will provide facilities for double the enrollment in 
the schools of medicine, dentistry, pharmacy, and related health fields. 
This budget includes funds for the construction of the preclinical 
medical building, the last unit necessary to make this expanded 
enrollment possible. Although the university is not limited to any 
group, it serves as an important center of higher education for Negroes. 
The expanded enrollment, therefore, will help to alleviate the shortage 
of doctors, particularly Negro doctors.

Enrollment at the Columbia Institution for the Deaf has been 
increasing in recent years. Steps now being taken to enable the 
college to reach an accredited status in the near future include the pro
vision of additional teachers and funds for the construction of a 
library-classroom building. One-third the cost of this building is 
being provided by contributions, primarily from former students.

General research.—The National Science Foundation was created 
by the Congress in recognition of the need to formulate an adequate 
scientific research policy for the Nation. It is now engaged in inten
sive studies to that end, and is giving particular attention to the size 
and composition of the research activities of the Federal Government.

The Congress, at its last session, amended the basic act of the 
Foundation, removing the ceiling on appropriations to this agency in 
order to permit steps toward increasing the responsibility of the 
Foundation for the general-purpose basic research of the Federal 
Government. Approximately one-half of the 6-million-dollar increase 
I am recommending in the appropriation for the Foundation for the 
fiscal year 1955 is in reality a transfer of the responsibility and the 
financing for certain basic research programs from the Department of 
Defense to the National Science Foundation. The remainder of the 
increase is needed to expand basic research.

Within the appropriation for the National Bureau of Standards> 
there is also provision for an increase in basic research.

Additional basic research is needed to build up the fund of knowl
edge on which will be based the development of new crops for agri
culture, new methods of safeguarding health, new tools for industry, 
and new weapons. A further important result is the training which 
basic research projects provide for graduate students in our universi
ties. The number of trained scientists graduating each year falls 
short of the needs of our growing economy and is still declining. 
Enlargement of the research program and the related fellowship 
program will help counteract this trend.

Funds are requested for the fiscal year 1955 to permit the Census 
Bureau to conduct a sample census of agriculture. This census will 
provide essential data for current needs.

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

1955



M E S S A G E  O F  T H E  P R E S I D E N T m 73

AGRICULTURE AND AGRICULTURAL RESOURCES
My recommendations for Federal agricultural programs are 

designed to help in the solution of pressing immediate problems 
such as the hardships arising from severe drought in major farm areas, 
the squeeze on livestock producers resulting from lower cattle prices, 
and the disposal of excess stocks of wheat, cotton, vegetable oils, and 
dairy products which have been accumulated under provisions of 
price-support laws presently in force. They also take into account 
our long-run goals—promotion of a more stable and healthy farm 
economy, conservation and improvement of our basic agricultural 
resources, and provision of an adequate supply of food and fiber to 
match the needs of our increasing population.

AGRICULTURE AND AGRICULTURAL RESOURCES 
[Fiscal years. In millions]

Program or agency

Gross expenditures Net expenditures Recom
mended new 
obligational 
authority 
for 1955

1953
actual

1954
esti

mated
1955
esti

mated
1953

actual
1954
esti

mated
1955
esti

mated

Stabilization of farm prices and farm
income:

Price support, supply, and purchase
programs (CCC):

Existing programs _________ $2, 874 $2, 832 $2,951 $1,831 $1,152 $1,105
Proposed legislation..... .................... $1,750

International Wheat Agreement......... 131 84 89 131 84 89
Removal of surplus agricultural com

modities......................................... . 82 205 233 82 205 233 180
Sugar Act._________ _____________ 63 65 65 63 65 65 60
Federal crop insurance_____________ 27 37 33 5 9 3 6
Agricultural adjustment programs 13 44 43 13 44 43 42

Financing farm ownership and opera
tion:

Farm Credit Administration.............. 1,936 2,012 2,164 -83 -1 42 25
Farmers’ Home Administration.......... 177 193 168 177 193 168 168
Disaster loans and emergency feed___ 47 315 66 16 181 -17

Financing rural electrification and rural
telephones______ ___________ _____ 239 250 232 239 250 232 137

Agricultural land and water resources:
Agricultural conservation program___ 308 256 196 251 242 165 195
Soil Conservation Service, flood pre

vention and other:
Existing programs______ _______ 66 73 69 66 73 69 66
Proposed legislation 2 2 3

Research and other agricultural services. 145 157 167 145 157 167 159

Total...... ............... . __ _______ 6,108 6, 523 6,478 2, 936 2,654 2,366 2 2, 791

1 Gross expenditures exclude private bank loans guaranteed by the Commodity Credit Corporation and 
net repayments thereof in the amount of 340 million dollars in 1953, 1,564 million dollars in 1954, and 274 
million dollars in 1955. Such amounts are included in table 1 and Special Analysis B.

2 Compares with new obligational authority of 1,333 million dollars in 1953 and 2,302 million dollars in 
1954.

The Secretary of Agriculture has recently reorganized the Depart
ment to increase administrative efficiency and to make more effective

270000— 54--------v
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the various services the Department renders. Activities have been 
grouped into major units consisting of closely related programs, and 
provision has been made for greater emphasis on research and exten
sion work directed to the improvement of farm products, reduction of 
production and marketing costs, and broadening of both the foreign 
and the domestic markets for farm products.

Gross expenditures for agricultural programs in the fiscal year 1955 
are estimated at 6.5 billion dollars. Repayments of loans and the 
sale of commodities constitute most of the receipts of the public 
enterprises carrying on certain of these programs. These receipts 
are estimated at 4.1 billion dollars. Hence, net budget expenditures 
in the fiscal year 1955 are estimated at 2.4 billion dollars. This is 
288 million dollars less than estimated net expenditures in 1954 and 
570 million dollars less than in 1953.

Stabilization of farm prices and farm income.—Price support activi
ties of the Commodity Credit Corporation, which account for nearly 
one-half of the estimated 1955 net budget expenditures for agriculture 
and agricultural resources, have dominated the trend of these expendi
tures in recent years. There is no better evidence of the tremendous 
budgetary significance of these activities than the increase of about 
2.5 billion dollars during the past calendar year in commodities held 
by the Corporation and in price support loans. Furthermore, present 
prospects indicate that, under present law, large additional budgetary 
outlays will be required for these activities in the fiscal year 1955. 
It is clear, therefore, that a thorough reconsideration by the Congress 
of the provisions of existing price support laws is needed not only in 
the interest of farmers, but also in the national interest.

In my recent special message, I recommended improvements in 
the price support legislation both to deal with the immediate problems 
arising from our large surpluses of agricultural commodities and to 
chart a course for the future that will more effectively achieve the 
goals of farm price supports. In most instances the reduction in 
budget expenditures which can be expected from improved and more 
flexible price support provisions will begin to be effective in the fiscal 
year 1956.

It is impossible, because of many variable factors, to estimate with 
any certainty the expenditures under these programs. Based upon 
the best information now available, it appears that the gross price 
support expenditures of the Commodity Credit Corporation, which 
reflect mainly the loans made and commodities acquired during the 
year, will be 3 billion dollars in the fiscal year 1955. Anticipated 
receipts of 1.9 billion dollars from loan repayments and commodity 
sales will result in net expenditures in the fiscal year 1955 of 1.1 billion
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dollars. These net expenditures for price supports are expected to 
be 47 million dollars lower than in 1954, and 726 million dollars 
below the high level reached in 1953.

The reduction in expenditures from the 1953 level is due primarily 
to the application of marketing quotas on wheat and cotton and 
acreage allotments on corn which are intended to reduce production 
from the 1954 crops. The estimates for the fiscal years 1954 and 1955 
also reflect greater emphasis given to private financing of price support 
operations. This, coupled with the customary timing for loan maturi
ties, will result in a substantial proportion of the price supports on 
the 1953 and 1954 crops not becoming a Government expenditure 
until the loans held by private institutions mature, which will occur 
in 1955 and subsequent fiscal years.

All obligations of the Commodity Credit Corporation, whether in 
the form of borrowing from the Treasury or commodity loans held 
by banks and guaranteed by the Corporation, constitute a use of 
the statutory borrowing authority of 6.75 billion dollars. With the 
large volume of commodity loans and inventories now held and the 
increases expected in 1954 and 1955, it is estimated that the obliga
tions of the Corporation may exceed its present borrowing limit 
during the annual peak, probably February 1954, and rise to a still 
higher level in the fiscal year 1955. I shall recommend to the Con
gress early in this session a supplemental 1954 estimate of 775 million 
dollars to restore borrowing authority to the Corporation, through 
cancellation of notes owed the Treasury, in an amount equal to the 
sum of the Corporation’s capital impairment as of June 30, 1953, 
the advances during 1953 for control of foot-and-mouth disease, and 
the cost of operations under the International Wheat Agreement. 
This note cancellation will require immediate action by the Congress 
to insure that the Corporation can fulfill its statutory responsibilities 
under the present price support program.

I shall also recommend legislation to increase the borrowing au
thority of the Corporation by 1.75 billion dollars, effective July 1,
1954. This recommended increase in borrowing authority takes into 
account the increased commitments by the Government which would 
result from the proposed increase in the minimum 1954 cotton acreage 
allotment. While these commitments will be made in the fiscal year
1955, the cash expenditures by the Commodity Credit Corporation 
will not occur until 1956.

The recommended new obligational authority for the Corporation 
will meet the minimum foreseeable needs, provided steps are taken 
through new legislation to place our farm price support program on 
a sound basis for the future. A further request for additional bor
rowing authority may be necessary at a later date if conditions result
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in this amount being insufficient to provide for the commitments and 
expenditures required during the period the presently applicable price 
support provisions remain in effect.

Under the revised International Wheat Agreement, which became 
effective in the fiscal year 1954, our export quota for wheat has been 
reduced because of the withdrawal of Great Britain from the Agree
ment. Moreover, the maximum export price has been raised from 
$1.80 to $2.05 per bushel. As a result, expenditures under this pro
gram are expected to be only about two-thirds as much as in 1953 
when our guaranteed export quota was larger and the spread between 
the domestic price and the export price of wheat was wider. While 
expenditures under the Wheat Agreement will be less in 1955 than in 
earlier years, the loss of wheat exports may increase wheat surpluses 
and thus cause larger outla3rs by the Commodity Credit Corporation 
under the price support program than would otherwise occur.

The permanent appropriation for the removal of surplus agricultural 
commodities, enacted in 1935, is equivalent to 30 percent of the cus
toms receipts for the preceding calendar year. In the fiscal year 1955 
there will be available from this authority a carryover of 241 million 
dollars from prior years plus 180 million dollars of new authorization. 
This total of 421 million dollars compares with estimated expendi
tures in 1955 of 233 million dollars. Of this amount 150 million 
dollars of surplus commodities purchased under this program is esti
mated to be distributed to the national school lunch program in 1955, 
as compared with 123 million dollars in 1954 and 52 million dollars in 
1953. This permanent appropriation will be used also to strengthen 
the work being done by the Foreign Agricultural Service in coopera
tion with the Department of State in developing new foreign markets 
for our agricultural products.

Financing jarm ownership and operation.—The Farm Credit Act of
1953, enacted by the last session of the Congress, restored the Farm 
Credit Administration to an independent status under the supervision 
of the Federal Farm Credit Board created by that legislation. It is 
the policy of this administration, through the Farm Credit Adminis
tration, to strengthen cooperative credit services on the basis of sound 
business-credit standards, and to increase farmer participation in the 
ownership and control of the Federal farm credit system to the end that 
the investment of the United States in the federally sponsored agri
cultural credit institutions may be retired within a reasonable time.

The cooperative credit institutions supervised by the Farm Credit 
Administration make both long- and short-term loans to farmers and 
to farmers’ cooperatives. Short-term loans by the production credit 
associations are financed largely through the federally owned inter
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mediate credit banks. Gross expenditures of these banks, which 
reflect mainly new loans, are expected to be approximately offset by 
receipts from loan repayments in the fiscal year 1955.

Direct loans to farmers by the Farmers’ Home Administration, pri
marily for farm ownership, production and subsistence, and water 
facilities, are intended to supplement the credit services provided by 
private and cooperative credit agencies. The principal purpose of 
these loans is to help borrowers improve their financial situation so 
that they can qualify for private or cooperative credit. In the fiscal 
year 1955, the regular loan program will be continued at about the 
same level as that provided in 1954. Collections of principal and 
interest on old loans, which approximately equal new loans made, go 
directly into miscellaneous receipts of the Treasury and are not de
ducted from budget expenditures of this program.

Existing legislation does not provide adequately for the financing 
of group water facilities and related small water supply projects. 
Proposals for legislation will be submitted at a later date to broaden 
the geographical area within which water facilities loans may be made, 
and to increase the loan limit.

The volume of special disaster loans to farmers increased sharply 
during the first half of the fiscal year 1954. This increase resulted 
mainly from loans made to stockmen and other farmers in drought- 
stricken areas to help them finance feed purchases and thereby avoid 
drastic liquidation of their livestock holdings. The Federal Govern
ment also contributed emergency feed from stocks acquired in price 
support operations and absorbed a part of the cost of making other 
feed available to farmers in these areas.

As of December 18, 1953, the Federal Government under this pro
gram had committed 52 million dollars to supply 1.4 million tons of 
feed concentrates and over 5 million dollars to cover the Federal 
Government’s share of the cost of the hay program which is adminis
tered by the States. A recommendation will be made to the Congress 
shortly to assure a continuation of advances to States for assistance in 
distributing hay to farmers and ranchers in the drought areas. In 
addition, meat purchases of 86 million dollars by the Government up 
to December 16, 1953, financed from the permanent appropriation 
for removal of surplus agricultural commodities, have resulted in the 
removal of about 780,000 head of cattle from the market. The dis
aster loan program, along with provision of emergency feed and pur
chases of meat by the Department of Agriculture, supported livestock 
prices at a time when the market otherwise would have been more 
depressed by forced liquidation of livestock. The need for new loans 
and other emergency assistance is expected to be greatly reduced by 
the spring of 1954, and collections during the fiscal year 1955 on dis
aster loans made in prior years should exceed new loans made.
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Financing rural electrification and rural telephones.—The need for 
rural electrification loans has become less as the proportion of our farms 
that are electrified has increased. About 91 percent of our farms are 
now electrified. Only about 42 percent of our farms, however, have 
telephone service. The budget recommendations for these two pro
grams in the fiscal year 1955 provide loan funds sufficient to finance 
substantial further expansion of electrification and telephone services 
in rural areas. In order to reduce the need for future Federal aid, this 
administration also is exploring possible arrangements whereby more 
private capital can be made available to finance telephone services 
in rural areas.

Agricultural land and water resources.-—The need for greater empha
sis on conservation and development of our agricultural land and water 
resources was set forth in my special message to the Congress on this 
matter on July 31, 1953. The budget estimates provide for 66 million 
dollars under existing legislation to continue and improve the technical 
and advisory services of the Soil Conservation Service and for related 
activities.

Additional work should be undertaken with a view to strengthening 
our vital upstream conservation activities. Farmers increasingly 
realize that it is in their own interest to do more of this work. Be
cause the Nation as well as farmers and local communities receive 
benefits, this work should be a joint responsibility. Existing law, 
however, does not provide an adequate basis for cooperative upstream 
development. The 1955 budget, therefore, includes 3 million dollars 
under proposed legislation to permit the Department of Agriculture 
to cooperate with State and local agencies in the planning and instal
lation on small watersheds of the necessary protective facilities, and 
to provide for better conservation, development, utilization, and dis
posal of water. This will supplement the 11 million dollars to be 
spent under existing law for watershed protection and flood preven
tion projects.

In conformance with the forward authorization for the 1954 crop 
year enacted in the 1954 appropriation act, the budget provides 195 
million dollars for the agricultural conservation payment program in 
the fiscal year 1955. A proposed revision of this program will be rec
ommended to the Congress. The proposal involves no expenditures 
in the fiscal year 1955.

Research and other agricultural services.—To achieve a more efficient 
and stable agriculture and to provide for the future needs of a growing 
population, increased attention must be given to research and educa
tional work on problems of agricultural production, soil conservation,
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and marketing. The 1955 budget includes 112 million dollars for 
research and extension work, an increase of 18 million dollars over the 
estimate for the fiscal year 1954. This work is done in cooperation 
with State and private agencies. The budget recommendations will 
provide for a needed expansion of research on marketing and utiliza
tion of farm products and of other scientific research conducted by 
Federal agencies, and increased payments to States for related co
operative research programs. This budget also will provide greater 
Federal contributions to the Federal-State extension program.

The recommended increase in Federal appropriations for coopera
tive research and extension work is accompanied by a recommended 
decrease in appropriations for certain regulatory activities carried on 
jointly with the States. The budget contemplates elimination of 
Federal contributions for tuberculosis and brucellosis indemnity 
payments and curtailment of Federal quarantine and similar opera
tions in a number of insect and plant disease programs. The shift 
in responsibility for continuation of these programs is in accordance 
with the policy of this administration that the Federal Government 
should withdraw from activities which we believe can be more 
appropriately carried on by private enterprise or by State and local 
governments.

A strengthening of agricultural research and the wide dissemination 
of improved techniques through extension work will contribute to the 
efficiency of farm production and marketing, benefiting both 
producers and consumers. This will provide the solid foundation 
for a more prosperous and stable agriculture and ultimately for less 
reliance on Government price support and other financial aids.

NATURAL RESOURCES
My recommendations for the natural resources programs of the 

Government are based on a reappraisal of the responsibility which 
the Federal Government should exercise in the development of our 
resources. At the same time, the recommendations have been made 
with due regard to our overall fiscal position. To keep the Federal 
financial burden at a minimum while defense expenditures remain 
high, some improvements and program expansions which might be 
desirable have not been included in this budget. Emphasis has been 
given to careful planning to insure sound development of our natural 
resources. Such development should be timed, whenever possible, 
to assist in leveling off peaks and valleys in our economic life.

A strong program of resource conservation and development is 
necessary to support the progressively expanding demands of our 
increasing population and to contribute to the economic growth and 
security of the Nation. Achievement of this goal requires a combined
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effort on the part of States and local communities, citizens, and the 
Federal Government. To the greatest extent possible, the responsibil
ity for resource development, and its cost, should be borne by those 
who receive the benefits. In many instances private interests or State 
and local governments can best carry on the needed programs. In 
other instances Federal participation or initiative may be necessary 
to safeguard the public interest and to accomplish broad national 
objectives.

NATURAL RESOURCES

[Fiscal years. In millions]

Gross expenditures Net expenditures Recom
mended new 
obligational 
authority 
for 1955

Program or agency
1953

actual
1954
esti

mated
1955
esti

mated
1953

actual
1954
esti

mated
1955
esti

mated

Land and water resources:
Corps of Engineers: Flood control and 

multiple-purpose projects:
Existing program. _ ____________ $579 $416 $361 $579 $416 $361 $342
Proposed legislation: Aid for non- 

Federal development of water 
resources _______________ 5 5 5

Department of the Interior:
Bureau of Reclamation: Irrigation 

and multiple-purpose projects: 
Existing program _ __ __ 235 182 167 231 180 164 160
Proposed legislation: Federal 

projects_____________________ (0

5

0)

5

0)

5

Proposed legislation: Aid for non- 
Federal development of water 
resources _____________

Power transmission agencies _ 65 64 53 65 64 53 39
Indian lands resources. ____ 32 36 35 29 35 34 27
Bureau of Land Management and 

other _ . ____________________ 14 16 15 14 16 15 16
Tennessee Valley Authority________ 315 366 439 184 195 212 142
Department of State______________ 15 9 5 15 9 5 2
Federal Power Commission___  ___ 4 4 4 4 4 4 4

Forest resources _______ ___________
Mineral resources___________________

107
41

116
41

110
39

107
38

116
38

110
36

108
36

Fish and wildlife resources.................... 34 37 38 34 37 38 36
Recreational use of resources_________ 30 34 34 30 34 34 29
General resource surveys and other___ 28 28 27 28 28 27 27

Total_________ ______________ 1,499 1,349 1,337 1,358 1,172 1,103 2 978

1 Less than 500,000 dollars.
2 Compares with new obligational authority of 1,396 million dollars in 1953, and 1,026 million dollars in 1954.

Estimated net expenditures of 1.1 billion dollars in the fiscal year 
1955 will provide for the management and protection of the resources 
which belong to all the people and which are under the jurisdiction of 
the Federal Government. About three-fourths of this total will be 
for flood control, irrigation, power, and multiple-purpose river basin
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development. The remainder will be spent on the management, 
development, and protection of our national forests, parks, and other 
public lands, and for mineral and fish and wildlife resources and basic 
surveys. Activities to advance the peacetime applications of atomic 
energy, which will be of increasing significance in 1955, are discussed 
with other activities of the Atomic Energy Commission in the na
tional security section of this message.

Land and water resources.—Under my recommendations in this 
budget, the Federal Government will spend an estimated 858 million 
dollars for the conservation and development of land and water 
resources in the fiscal year 1955. A major part of this represents in
vestment in assets which will yield benefits long into the future.

This administration is developing a sound and uniform national 
policy for the conservation, improvement, and use of water and related 
land resources, designed to assure that future programs are not only 
responsive to local requirements but are consistent as well with the 
needs of the Nation as a whole. As a step in this direction, a state
ment of principles has been issued on the generation, transmission, and 
disposal of electric power. Standards for the justification of proposed 
water resources projects are currently being reviewed by the executive 
branch. Special attention is being given to requirements for the 
sharing of costs among private beneficiaries, State and local groups, 
and the Federal Government. Also, the Congress has established 
commissions to examine resource programs, as well as other Federal 
activities, and to make recommendations with respect to them. As 
the various studies are completed, I shall make specific legislative 
recommendations to the Congress.

This administration has also taken and will continue to take steps to 
encourage non-Federal interests to formulate plans and undertake 
development of water resources, including hydroelectric power, which 
are consonant with the best use of the natural resources of the area. 
An outstanding example of cooperation between various levels of 
government—State, Federal, and international—in multiple-purpose 
development of a resource is the proposal for the development of the 
St. Lawrence River. It would also be in the public interest for 
construction to be undertaken, on a non-Federal basis, to realize the 
power potential of the Niagara Falls site.

Basic resource surveys and advance engineering and design activities 
will be carried on in 1955 at rates necessary to provide for further 
development of our resources. Federal activities in projects or plans 
will not imply any exclusive reservation of such projects to Federal 
construction or financing or preclude local participation in them. 
Needed projects to be constructed by the Federal Government may
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include those which, because of size and complexity, are beyond the 
means of local, public or private enterprise.

My budget recommendations also provide for the continuation 
of river basin work now underway. Less urgent features of the 
projects, not required for operation of going or completed units, 
will be deferred. Budget expenditures of the Bureau of Reclamation 
and the Corps of Engineers include an estimated 443 million dollars 
in the fiscal year 1955 to carry on construction of about 160 river 
basin development projects. A substantial amount of these expendi
tures is for multiple-purpose development for irrigation, flood control, 
navigation, and hydroelectric power. During the fiscal year 1955, 
20 projects will be completed or substantially completed, including
9 flood control projects, 5 irrigation projects, and 6 multiple-purpose 
projects with power facilities.

In furtherance of the policies of this administration, I am recom
mending the starting of some new projects or new units of existing 
projects by the Corps of Engineers and the Bureau of Reclamation, 
as well as the resumption of some previously deferred projects. The 
budget recommends commencing work on 6 irrigation and water 
supply projects, 8 local flood prevention projects, and 8 navigation 
projects, one of which I recommend starting in the fiscal year 1954 
with supplemental funds. In addition, it provides for resumption of 
work on 2 flood control reservoirs and 2 river and harbor improve
ments. This work is estimated to cost a total of 184 million dollars, 
with expenditures of 20 million dollars scheduled for the fiscal year
1955. Together with the St. Lawrence Seaway, this totals to 23 new 
projects and 4 resumptions in the budget. The navigation projects, 
including the St. Lawrence Seaway, are discussed in this message 
with the transportation and communication programs. Recommen
dations for related watershed protection and flood prevention activ
ities of the Department of Agriculture are discussed in the section on 
agriculture and agricultural resources.

The new local flood prevention works, to be constructed by the Corps 
of Engineers, are relatively small projects and can be completed within 
3 years. The detailed plans preliminary to construction have been 
completed. Each of the projects has a favorable ratio of benefits to 
costs and provides for a reasonable degree of financial cooperation by 
local interests. Resumption of work is proposed on 2 flood control 
reservoirs, each of which is about one-third completed.

The new projects recommended for the Bureau of Reclamation 
include 3 projects already authorized and 2 projects under legisla
tion I am proposing. Commencement of work is also recommended 
on a new pumping unit of an irrigation project now under construc
tion. These are small or intermediate-sized developments. In their
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selection, consideration has been given to the benefits of supplemental 
irrigation for established farming areas, to more intensive and bene
ficial use of existing water supplies, and to the ability of the water 
users to make a reasonable repayment of the investment. In the 
case of one of the projects which requires authorization, I have rec
ommended to the Congress that provision be made in the legislation 
for repayment within 50 years of all reimbursable costs, and that con
struction of the project be made contingent on the assumption by the 
State, together with local organizations, of financial responsibility for 
reimbursable costs beyond the ability of the water users to repay. 
This principle is in line with the policy of this administration that, to 
the greatest extent possible, the cost of these developments should be 
borne by those who receive the benefits.

In accordance with this administration’s policy of encouraging State 
and local undertakings, there is included in the budget an initial appro
priation of 10 million dollars under proposed legislation to enable the 
Corps of Engineers and the Bureau of Reclamation to cooperate with 
States, local governments, or private groups in the development of 
their water resources. It is thought that there are projects on which 
State and local interests could go forward with some Federal assist
ance. Such assistance should be provided on an equitable financial 
basis and should be limited to projects from which benefits would 
accrue to the general public.

The power policy of this administration recognizes the willingness 
of State and local groups to participate in providing additional power 
facilities. Where the necessary transmission facilities are not being 
provided on reasonable terms by other public or private agencies, 
the Department of the Interior will construct and operate transmission 
lines that are economically feasible and are necessary for proper 
interconnection and operation of Federal generation plants, and 
those that are required to carry power to load centers within economic 
transmission distances. As a result of this policy and the approaching 
completion of transmission systems required for carrying out arrange
ments for marketing power from Federal projects under construction, 
combined expenditures of the Bonneville, Southeastern, and South
western Power Administrations in the fiscal year 1955 will be less 
than in 1954.

Under the Federal Power Act, licensees of hydroelectric projects 
which benefit from headwater impoundments of other projects, either 
public or private, must make annual payments to the upstream 
developer in accordance with benefits received. The Federal Gov
ernment is not required to make similar payments when Federal 
projects derive such benefits. In simple equity, this should be done. 
I recommend enactment of legislation which would require such 
Federal payments.
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Although no appropriations are included in the 1955 budget for 
new power generation units by the Tepnessee Valley Authority, 
expenditures will increase for continuation of construction of power 
plants presently underway, and for operation of power plants after 
they are completed. Expenses for operation of flood control, navi
gation, and fertilizer facilities will continue at about the 1954 level. 
Expenditures for power and fertilizer operations are more than offset 
by the income from sales. In order to provide, with appropriate oper
ating reserves, for reasonable growth in industrial, municipal, and 
cooperative power loads in the area through the calendar year 1957, 
arrangements are being made to reduce, by the fall of 1957, existing 
commitments of the Tennessee Valley Authority to the Atomic Energy 
Commission by 500,000 to 600,000 kilowatts. This would release the 
equivalent amount of Tennessee Valley Authority generating capacity 
to meet increased load requirements of other consumers in the power 
system and at the same time eliminate the need for appropriating 
funds from the Treasury to finance additional generating units. In 
the event, however, that negotiations for furnishing these load require
ments for the Atomic Energy Commission from other sources are not 
consummated as contemplated or new defense loads develop, the 
question of starting additional generating units by the Tennessee 
Valley Authority will be reconsidered.

In order to carry out the power policy of this administration which 
requires an interest charge on the Federal investment in power facili
ties to reimburse the Treasury for the cost of providing funds, a 
proposal is being developed for submission to the Congress to provide 
that an adequate rate of interest be paid to the Treasury on public 
funds invested in power facilities of the Tennessee Valley Authority. 
For this purpose, I have requested that a study be undertaken by the 
agency in cooperation with other executive agencies.

National forests and other public lands.—The development and use 
of our public lands should be on a businesslike basis with due regard 
for proper conservation and for the rights and interests of States and 
private citizens. Programs of the Forest Service and the Bureau of 
Land Management provide for the management, development, and 
increasing use of the valuable timber, forage, and mineral resources 
of the national forests and public lands, and also for the protection 
and use of these lands for their strategic watershed and other public 
values. Receipts from the use of these lands, estimated at 154 million 
dollars in the fiscal year 1955, are shared with the States and counties 
in which the lands are located.

The budget contemplates the withdrawal of Federal financial par
ticipation in certain phases of State and private forestry cooperation,
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with greater assumption of responsibility by local interests. At the 
same time, emphasis will be placed by the Forest Service on cooper
ative research. Increased funds are recommended to complete 
construction of access roads needed to salvage the timber in the 
beetle-infested and windblown forest areas of Washington and 
Oregon.

Expenditures for the management and protection of our national 
parks, monuments, and historic sites will be somewhat above the cur- 
rent-year level, so as to provide for improved services to the increasing 
number of visitors. This increase is largely offset by a reduction in 
expenditures for construction. Federal aid to States for fish and wild
life restoration, financed by special taxes on fishing and hunting goods, 
will increase.

As a part of the administration’s objective of charging reasonable 
fees for services or facilities provided by the Government for private 
individuals or groups, consideration is being given to adjustments 
which would result in increased receipts to the National Park Service, 
thus returning to the Treasury a larger amount of the costs of main
taining and operating our national parks.

Expenditures on Indian land resources will provide for soil con
servation work and further development of water supplies and timber 
and range resources necessary for their economic development. In 
the fiscal year 1955 appropriations will be reduced from their level 
in 1954 as a result of the slowing down or deferring of some construc
tion projects—which will be accomplished without jeopardizing the 
overall objectives of the Indian programs.

Mineral resources.*—I have recently appointed a Cabinet committee 
to establish guidelines for the prudent use and development of domes
tic mineral resources and to assure our growing economy of necessary 
mineral supplies in time of emergency. The report of this committee, 
expected within the next few weeks, should be helpful in resolving 
many of the problems facing the mineral producers of the Nation.

The Bureau of Mines will continue its basic research programs in the 
fiscal year 1955 for the aid of private development of resources, with 
emphasis on expanding the utilization of minerals in abundant supply 
and the development of suitable substitutes for materials in short 
supply. The Federal Government will also encourage private devel
opment by undertaking basic resource surveys, providing incentives for 
exploration of high priority minerals, and assisting in the development 
of oil and gas reserves of the Outer Continental Shelf.
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TRANSPORTATION AND COMMUNICATION

Efficient transportation and communication services are essential 
to the national economy and the national security. At my request, 
an intensive reappraisal of Federal responsibilities is underway both 
by the regular departments and agencies and by special commissions. 
The general principles guiding this reappraisal are that the national 
interest will usually be served best by a privately owned and operated 
industry, which is supported by a minimum of Federal funds or 
Federal basic facilities and services operated at the lowest feasible 
cost and financed, where possible, by charges levied on the users of 
the services.

TRANSPORTATION AND COM M UNICATION

[Fiscal years. In millions]

Gross expenditures Net expenditures Recom
mended new 
obligational 
authority 
for 1955

Program or agency
1953

actual
1954
esti

mated
1955
esti

mated
1953

actual
1954
esti

mated
1955
esti

mated

Promotion of aviation:
Civil Aeronautics Administration... 
Civil Aeronautics Board (subsidies 

to air carriers)__________ ______

$161 $146

54

$121

80

$161 $146

54

$121

80

$104

73
National Advisory Committee for 

Aeronautics___________________ 78 91 77 78 91 77 58
Promotion of merchant marine:

Maritime Administration_________ 358 262 156 235 196 107 102
Inland Waterways Corporation....... 12 1 (1) -2 -1

Provision of navigation aids and facili
ties:

Coast Guard____________________ 230 236 190 230 236 190 181
Corps of Engineers:

Present programs____________ 113 102 106 113 102 106 103
Proposed legislation (St. Law

rence Seaway)____________ 6 6 105
Panama Canal Company __ _ 106 102 99 — 10 -2 — 1

Provision of highways:
Bureau of Public Roads:

Present programs_____ ______ 550 592 582 550 592 582 10
Proposed legislation_________ 598

Alaska roads and other___________ 22 20 17 22 20 17 13
Postal service:

Present program________________ 2, 775 2,775 2,775 659 440 330 329
Proposed increase in postal rates —240 —240

Regulation of transportation _______ 17 16 16 17 16 16 16
Other services to transportation____  __ 45 42 45 15 -40 21 22
Regulation of communication_________ 7 7 7 7 7 7 8

Total___________________ _____ 4, 474 4,446 4,277 2,077 1,856 1,418 a 1,482

1 Less than 500,000 dollars.
2 Compares with new obligational authority of 1,925 million dollars in 1953 and 1,756 million dollars in 

1954.

In the fiscal year 1955 net budget expenditures for transportation 
and communication programs will decline to an estimated 1,418 mil
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lion dollars, compared with 1,856 million dollars in 1954 and 2,077 
million dollars actually expended in 1953. The largest decrease is the 
anticipated reduction of the postal deficit by operating savings and 
by increased postal rates. Sizable reductions have also been made in 
other large programs.

New legislative authority is required to move more rapidly toward 
putting the postal service on a self-supporting basis and to establish 
a corporation to operate the Washington National Airport. I am 
also recommending legislation to permit us to participate in the St. 
Lawrence Seaway, and to continue and strengthen the Federal-aid 
highway program.

Promotion of aviation.—The rapid development of aviation has been 
materially assisted by numerous services and by direct financial assist
ance provided by the Federal Government. These aids have in
cluded basic scientific research in aeronautics, establishment and oper
ation of airways, enforcement of safety regulations, assistance in 
construction of airports, and direct provision of subsidies to airmail car
riers. While need for some aid continues, the increasing maturity of 
this industry requires thorough reevaluation of the promotional re
sponsibilities of the Federal Government. At my request, the Air 
Coordinating Committee is now undertaking a comprehensive review 
of our aviation policy.

With growing maturity, the airline and aircraft manufacturing 
industries should assume increased responsibility for air safety. 
Improved procedures of traffic control, elimination of older-type 
facilities, and curtailment of less essential services should permit an 
expanded volume of air traffic to be handled safely with reduced 
Federal expenditures for operating programs. Expenditures for 
construction programs are likewise declining.

As a result of these developments, expenditures of the Civil Aero
nautics Administration can be reduced and we can still fulfill the basic 
Federal responsibilities for providing air-navigation aids, traffic con
trol, and safety services. Budget expenditures in the fiscal year 1955 
are estimated to be 25 million dollars less than in 1954, and 40 million 
dollars less than in 1953.

I am recommending appropriations for new airways facilities 
amounting to 5 million dollars, which will permit further progress 
on the modern very high frequency system of navigation aids and 
certain other improvements. Pending completion of current studies, 
no provision is made in the budget for additional appropriations for 
grants to State and local governmental units for airport construction.

In addition, the time has come when consideration should be given 
to requiring the users of the airways facilities to share the costs of 
providing this service.
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Reorganization Plan No. 10 of 1953, transferring the subsidy 
portion of airmail payments from the Postmaster General to the Civil 
Aeronautics Board, makes it possible for the first time for Congress to 
consider this major aid to aviation as a separate budget item. For 
both 1954 and 1955, these subsidy payments are estimated at approxi
mately 80 million dollars, based primarily on existing route patterns 
and mail rates. The subsidy expenditures were included in the Post 
Office Department through September 1953. The separation of com
pensatory mail payments, which remain in the Post Office, from sub
sidy payments is a necessary first step toward a more effective review 
of expenditures for civil aviation as well as for the postal service.

The scientific research in aeronautics conducted by the National 
Advisory Committee for Aeronautics will continue in the fiscal year 
1955 to be devoted almost entirely to support of the military pro
grams for the development of new and improved aircraft, guided 
missiles, and propulsion systems. The budget provides for a strong 
continuing program in aeronautical research and for initial operation 
of the three new large supersonic wind tunnels now under construc
tion. Nevertheless, expenditures will be 14 million dollars less than 
in the fiscal year 1954 because of the sharp decrease in construction 
expenditures as projects are completed. The superior performance of 
our jet aircraft in Korea and the even better performance of newer 
types now in production has been possible because of the basic re
search and wind-tunnel testing done in previous years. Much of the 
work will also contribute eventually to improving the performance, 
safety, and comfort of civil aircraft. Future possibilities are hinted 
by the recent performance of our research airplanes, one of which at
tained a speed of over 1,600 miles per hour—two and one-half times 
the speed of sound.

Merchant marine.—Federal aid to the merchant marine consists 
primarily of operating and construction subsidies to offset the differ
ences between American and foreign costs. This program is designed 
to promote a healthy merchant marine as a nucleus capable of rapid 
expansion to meet national-defense needs. The sharp reduction in 
expenditures will result almost entirely from virtual completion of con
struction of the 35 Mariner-class vessels authorized in 1951.

Expenditures for operating subsidies have been rising steadily, and 
in 1955 will account for 85 of the 107 million dollars in net expendi
tures for maritime programs. These increases reflect not only faster 
payment of earlier obligations but also higher levels of subsidy 
resulting from the increased operating costs in recent years. The 
size and rising trend of expenditures for these subsidies make it 
essential to consider legislative changes to provide for more effective
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budgetary control consistent with the basic objectives of the maritime 
program.

Operating programs of the Maritime Administration show a down
ward trend. By the end of the fiscal year 1955 the emergency opera
tion of Government-owned cargo vessels will be reduced to about 47, 
compared to a high of 538 in 1952. Ships withdrawn from operation 
are being maintained in the national-defense reserve fleet to meet 
future emergency needs.

The physical assets of the Inland Waterways Corporation were 
sold as of July 1, 1953, in accordance with this administration’s 
policy of removing the Federal Government from an activity which 
is appropriately private. The terms of sale fully protect the public 
interest in the continuance of the common-carrier barge service 
along the Mississippi and Warrior Rivers.

Navigation aids and jacilities.—The expanded search-and-rescue 
facilities of the Coast Guard established in support of Department of 
Defense activities are being curtailed. Moreover, the fact that our 
transoceanic civil aviation no longer has a requirement for ocean 
weather stations has made it possible to reduce the number of these 
stations to those required by the Department of Defense, which in the 
future will finance them. These and other realinements will permit 
Coast Guard financed expenditures to be reduced from 236 million 
dollars in fiscal 1954 to 190 million dollars in fiscal 1955.

The Corps of Engineers will carry forward at minimum levels the 
maintenance work required for continued operation of river and 
harbor projects. Construction will also continue in 1955 at eco
nomic rates on 13 channel, harbor, or lock and dam projects, includ
ing one project to be initiated by a proposed 1954 supplemental 
appropriation. Seven other projects will be initiated and 2 deferred 
projects resumed in 1955. These projects have been selected on the 
basis of assuring the expeditious movement of traffic in existing harbors 
or waterways serving important requirements of commerce or national 
security. Emphasis has been given to small- or intermediate-sized 
projects for which detailed engineering plans have been completed. 
Not only do the benefits of these projects exceed their costs, but also, 
except for four high-priority projects of national interest, local bene
ficiaries will make a reasonable financial contribution.

In my State of the Union Message I again strongly recommended 
enactment of legislation to create a Government corporation to work, 
along with Canada, on the construction and operation of the proposed 
St. Lawrence Seaway. This proposal, now before the Congress, repre
sents one part of a broad development of the great potential of the 
St. Lawrence River for electric power and for navigation. The power

270000— 54--------VI
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features of the International Rapids section are expected to be con
structed in part by  the Province of Ontario and in part by  the State 
of N ew York. The seaway legislation would permit the Federal 
Government, in cooperation with Canada, to build the remaining navi
gation facilities needed for ocean-going vessels to reach the Great Lakes. 
The total amount to be invested b y  the United States in the seaway is 
now estimated at 105 million dollars, with first-year expenditures of
6 million dollars. As I have previously indicated, not only would the 
seaway make a m ajor contribution to national security, but over a 
period of years the tolls received b y  the United States from  the pro
spective commercial use should permit the Federal investment to be 
fully repaid. Joint participation with Canada in this undertaking 
will assure that all legitimate American interests are taken into ac
count in the construction and operation of this vital transportation 
link.

Highways.— Expenditures under the Federal-aid highway program 
of grants to States for highway construction have been rising during 
the past year, and will continue to rise in the fiscal year 1955 under 
commitments made pursuant to the Highway A ct of 1952. T h e 1955 
expenditures will be the highest in history. Emphasis in the selection 
of new projects will be given to the national system of interstate high
ways, which comprises the most im portant routes for interstate com 
merce and national defense. Of the 555 million dollars o f estimated 
expenditures under the Federal-aid program in the fiscal year 1955, 
about 150 million dollars will be spent for projects in the interstate 
system. Other construction programs of the Bureau of Public Roads 
will involve expenditures o f 27 million dollars, mainly for direct con
struction of forest highways and defense access roads.

W e should give increased attention to eliminating the existing in
adequacies of the national system of interstate highways. Pending 
development and review of detailed proposals for extension o f the 
Federal-aid highway program, I am including under proposed legisla
tion the 575-million-dollar level of the existing authorization. Simi
larly, I  am including the prevailing annual rate of 22.5 million dollars 
for the forest-highway program. N o appreciable expenditures will be 
made under the proposed authorizations in the fiscal year 1955.

Postal service.— Measured both in dollars and in employees, the 
postal service is big business. But, in its management, the m odern 
methods which have so greatly increased the efficiency o f private busi
ness have too often been ignored.

Last February, I announced “ a program directed at im proving 
service, while at the same time reducing costs and decreasing deficits.”
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Progress is being made toward achieving these objectives and will 
continue.

First, we are speeding the delivery of mail by  m any new steps 
without significant change in costs of handling. Later window hours, 
later pickups, changes in transportation patterns and schedules, 
experiments in carrying first-class mail by  air, and many other projects 
have been made effective or are now being tested. The results will 
becom e increasingly apparent in the next year.

Second, to obtain a clear-cut measure of the cost of operating the 
postal service, the paym ent o f  airline subsidies has been transferred 
by  reorganization plan to the Civil Aeronautics Board, and legis
lation enacted to require Government agencies and the Congress to 
reimburse the Post Office for the cost of handling their mail.

Third, we have initiated m any economies and are planning others. 
Reduced mail-handling costs through efficient modern techniques 
already have resulted in substantial savings. This program is well 
underway but will take a long time to complete, since the new methods 
will require employee training and development of new machines.

Fourth, the deficit has been further reduced by  increases in rates 
which the Postmaster General could change. Increases in parcel- 
post rates, foreign-mail rates, and others subject to administrative 
discretion have in the main put these services on a self-supporting 
basis.

The results of these and other improvements are already visible in 
the financial operations and outlook. Despite an estimated increase 
in mail volume of almost 2 billion pieces, gross expenditures of 2,775 
million dollars in the fiscal year 1955 will remain unchanged from
1954. W ith higher operating revenues, the deficit under existing 
postal rates will continue to decline:

N o business, public or private, can prosper unless its management is 
free to use the best available methods o f operation and to set prices 
adequate to cover the costs of an efficient operation. Legislation is 
already before the Congress to authorize the Post Office Departm ent 
to acquire needed modern postal facilities, through long-term leases 
with title acquired at the end of the term. Other legislation is re
quired to correct archaic administrative and personnel practices, and 
to enable expanded use of more modern transportation methods.

M ost important, prom pt and favorable action b y  the Congress is 
needed to increase postal rates. I  am recommending increases in 
rates sufficient to yield as a minimum an additional 240 million

Million
1953 (actual)__
1954 (estimated)

$659
440
3301955 (estimated)
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dollars in revenues in the fiscal year 1955. These revenues would 
reduce the 1955 postal deficit to 90 million dollars. Adequate rates, 
together with further m ajor economies in postal operations, are 
expected to put the postal business on a self-supporting basis. This 
will continue to be our policy.

Regulation.— Three regulatory commissions carry out the G overn
m ent’s responsibility to protect the public interest in reasonable rates 
and adequate, safe transportation and com munication: Interstate 
Commerce Commission, Federal Communications Commission, and 
Civil Aeronautics Board. Although their duties have substantially 
increased in recent years, anticipated improvements in management 
and procedures make it unnecessary to request any significant appro
priation increases. For example, the centralization of administra
tive responsibility and the reorganization of existing activities in the 
Interstate Commerce Commission should make possible more effec
tive use o f available funds. B y  the end of the fiscal year 1954, the 
Federal Communications Commission should be substantially current 
in handling applications for television stations, so that the funds 
required for its activities, except for a new program of m onitoring 
frequency usage, will be smaller in the fiscal year 1955 than in 1954.

Receipts oj public enterprise junds.— Two-thirds of the gross expendi
tures of 4,277 million dollars for transportation and com m unication 
programs in the fiscal year 1955 will be financed from receipts o f public 
enterprise funds. Postal receipts account for the bulk of these 
revenues. Substantial receipts are also anticipated from tolls and 
other revenues of the Panama Canal Com pany, and from  vessel 
operations of the M aritime Administration.

FINANCE, COMMERCE, AND INDUSTRY
W ithin the limits set by  requirements of national defense and the 

needs of the national economy, we are steadily reducing direct banking 
and business operations of the Federal Government. For example, 
the Reconstruction Finance Corporation is being liquidated, and the 
Governm ent’s synthetic rubber plants are being offered for sale. A t 
the same time, the programs of the Departm ent of Commerce to 
prom ote trade and industry are being strengthened and the Small 
Business Administration has been established to meet the special 
needs of small business. Regulatory agencies are simplifying their 
procedures and putting greater stress on cooperation rather than com 
pulsion, without reducing protection to the public.

Gross expenditures for finance, commerce, and industry programs 
are expected to be 917 million dollars in the fiscal year 1955, a reduc
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tion of 234 million dollars from  1954. A bout 60 percent of these 
expenditures are for financial assistance provided under the Defense 
Production A ct. Another 30 percent are for the production programs 
administered b y  the Reconstruction Finance Corporation— primarily 
rubber and tin. Anticipated receipts of these enterprises as a group 
will decline about as much as their expenditures. Accordingly net 
expenditures o f 162 million dollars in 1955 will be about the same as 
in 1954.

FINANCE, COMMERCE, AND INDUSTRY
[Fiscal years. In millions]

Gross expenditures Net expenditures Recommended new obligational authority for 1955
Program or agency 1953actual

1954estimated
1955estimated

1953actual
1954estimated

1955estimated

Promotion of defense production:
Expansion of defense production__ $390 $562 $546 $89 $381 $308
Reconstruction Finance Corpora
tion___ _________ . 516 349 270 -98 -233 -65

Other____ ___________  . 121 27 16 84 -5 -4 $4
Business loans and guarantees:

Reconstruction Finance Corpora
tion (Treasury):

Loans.. ............ 128 44 10 7 -95 -121
Other. _ 18 122 5 -29 97 -19

Small Business Administration....
Promotion or regulation of trade and 
Industry:
Department of Commerce____ 17

13

17

31

22 17

12

17

25

22 22
Other__ _____________ 9 10 11 9 10 11 11

Promotion or regulation of financial in
stitutions............ ......... . . 6 7 6 -3 -20 5 5

Total................... ... . 1,205 1,151 917 76 164 162 142

1 Compares with new obligational authority of 134 million dollars in 1953 and 97 million dollars in 1954.

Expansion oj dejense production.— The Defense Production A ct 
authorizes extensive financial assistance to assure expansion of pro
ductive capacity and of the materials supply necessary for our defense. 
W ith the help o f purchase commitments, loans, and advances already 
made, much of the needed expansion is now under way. As a result, 
the aluminum productive capacity of the United States has doubled 
since 1950 and supplies of machine tools, titanium, copper, nickel, and 
other critical items have also substantially increased.

These programs are financed under the borrowing authority of 2.1 
billion dollars provided in the Defense Production Act. Gross 
expenditures in the fiscal year 1955 are estimated at 546 million 
dollars. Of this amount 296 million dollars will be spent for purchases 
o f materials and 165 million dollars for loans and advances to pro
ducers. M ost o f these expenditures arise from commitments already
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outstanding. Since a large part o f the materials to be acquired under 
this authority will be sold to the military stockpile of strategic and 
critical materials to meet its objectives, this program is intimately 
related to the stockpiling program discussed in the national security 
section of this message. Receipts from these sales and from  sales to 
private industry, together with repayments o f loans and advances, 
are estimated at 238 million dollars in 1955, reducing net expenditures 
to 308 million dollars.

Reconstruction Finance Corporation—production programs.— E x
penditures and receipts of the rubber, tin, and abaca fiber programs 
currently administered by  the Reconstruction Finance Corporation 
will continue to decline sharply in 1955, primarily as a result o f re
duced operations anticipated in the tin program.

B y  the end of the present fiscal year, the Government will have com 
pleted purchases of tin for the national stockpile. W orld supplies 
are already adequate to meet current requirements. As a result, 
there m ay no longer be a need for continued operation of the G overn
ment tin smelter in 1955. Pending outcom e of international nego
tiations, the budget assumes withdrawal of the Government smelter 
from  operations at the end of the fiscal year 1954.

During the fiscal years 1954 and 1955, annual production of syn
thetic rubber is estimated at about 600,000 tons— a reduction from  
the 712,000 tons produced in 1953. Present experience indicates 
that this level of production will meet all of the anticipated national 
needs for synthetic rubber. Although the Rubber Facilities Disposal 
A ct authorizes sale of Government plants to private ownership 
before the end of the fiscal year 1955, plans are not yet far enough 
advanced to include estimated receipts from  such disposal in the 
1955 budget.

The production programs will be transferred to another agency 
before June 30, 1954, as provided in the Reconstruction Finance 
Corporation Liquidation Act.

Business loans and guarantees:— The regular business loan program 
of the Reconstruction Finance Corporation is now in liquidation as a 
result of legislation enacted last year on the recommendation of this 
administration. The Treasury Departm ent will administer the liqui
dation after June 30, 1954. W e plan to sell a m ajor part of the Cor
poration ’s loans to private financial institutions. T o  meet com m it
ments previously made, some expenditures will continue, but repay
ments and sales of loans will result in estimated net receipts of 121 
million dollars in 1955.

A  new program of loans to small businesses has recently been estab
lished in the Small Business Administration. The 1955 budget
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assumes that about 350 loans will be authorized in the fiscal year
1954, and about 700 in 1955. This would almost exhaust the avail
able appropriation of 55 million dollars by  the end of 1955. Loans 
will be made where private credit on reasonable terms is unavailable, 
and, whenever possible, they will be made jointly with private banks. 
The Small Business Administration also assists small concerns in 
obtaining a fair share of Government contracts, and provides them 
with technical and financial advice.

Department of Commerce.— In accordance with this administration’s 
declared policy, most emergency controls over business have been 
removed. The business programs of the Departm ent of Commerce 
have been reorganized to provide a simpler and more effective basis 
for carrying on both regular business services and continuing responsi
bilities under the Defense Production Act. The Business and Defense 
Services Administration provides general services to business, assists 
in mobilization preparedness, and administers relevant current defense 
activities. The Bureau of Foreign Commerce assists in prom oting 
international trade, primarily by  providing American business with 
inform ation on opportunities to buy and sell abroad. The Office of 
Business Econom ics provides data on the American econom y and 
analyses of econom ic and business trends for a wide range of business 
and Government purposes. I  am recommending small increases in the 
appropriations for these programs so that the Departm ent can ade
quately carry out its responsibilities to foster and prom ote industry 
and commerce.

LABOR AND MANPOWER
M y  budget recommendations for the labor and manpower programs 

of the Federal Government are designed to help the N ation ’s produc
tive system function sm oothly and efficiently, by  providing econom ic 
safeguards for workers, by  helping bring together jobseekers and jobs, 
and by  helping to recruit the working forces for defense and other 
industries. W orkers will continue to be given protection against sub
standard wages and working conditions and against income losses due 
to unemployment. Orderly labor relations will be fostered, and the 
amicable settlement of disputes will be assisted by  mediation.

Including proposed legislation, budget expenditures for labor and 
manpower programs are estimated at 281 million dollars during the 
fiscal year 1955, an increase of 16 million dollars from the current 
fiscal year. Approxim ately three-fourths of total budget expenditures 
for these programs is for administering the job  placement and unem
ploym ent compensation services.

Although many of our workers benefit from  the existing Federal- 
State unemployment compensation system, the present Federal law
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does not include employees of firms with fewer than eight persons 
nor does it include Federal civilian employees. I  recommend prom pt 
extension of the system to these workers. Seventeen States already 
provide coverage of most firms with one or more employees, and m ost 
other States have legislation which will permit immediate coverage 
when the Congress acts. Amendments to State laws to achieve full 
coverage will be needed in only a dozen States. This preparedness 
on the part of the great m ajority of States will permit rapid extension 
of this valuable protection after the Federal law is amended. A ddi
tional revenues will more than offset the administrative costs result
ing from  such extension. An estimate of the benefit costs for Federal 
employees is included under general government.

LABOR AND MANPOWER
[Fiscal years. In millions]

Expenditures Recommended newProgram or agency 1953actual 1954 estimated 1955 estimated
obligational authority for 1955

Gross expenditures:Placement and unemployment compensation admin
istration:

Department of Labor:
Present program...  .... . _ ... _ $212 $199 $192 $223
Proposed legislation to broaden unemploy
ment insurance:
Federal civilian personnel. ........ ....... 2 2Other workers..... ............ . 20 20Labor standards and training:

Department of Labor______  _________ 13 12 12 12
Mine safety (Department of the Interior and other) 4 5 5 5Military manpower selection: Selective Service System

and National Security Training Commission____ 33 30 31 32Labor relations____  ____ ____________ 13 14 13 13
Labor information, statistics, and general administra
tion: Department of Labor______________ 7 7 7 7

Defense production activities: Department of Labor.. 2 (})
Total_________________ ________ 284 267 282 2 314Deduct applicable receipts: Farm labor supply revolving

fund_______ _____________ ____ 3 2 1
Net budget expenditures..... ........................... 281 265 281

* Less than 500,000 dollars.
2 Compares with new obligational authority of 282 million dollars in 1953 and 267 million dollars in 1954.

Placement and unemployment compensation administration:— Gross 
expenditures in the fiscal year 1955 for administering the Federal- 
State placement and unemployment compensation services under 
present law are estimated at 192 million dollars, 7 million dollars below 
the current year. A  decrease of about 30 million dollars will result
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from a change in financial arrangements, by  which advance payments 
to each State before the opening of each fiscal year will be reduced 
from an amount covering three months’ operations to an amount for 
one month. Part o f this reduction will be offset, however, by  a higher 
estimated rate of expenditures for this program resulting from 
increases in salaries provided b y  State laws to employees who adminis
ter the services, some rise in the expected number of unemployment 
compensation claimants, and provision for weekly filing o f claims 
and weekly paym ent of benefits. The weekly claims system, replacing 
the biweekly method currently in use in most States, will provide more 
satisfactory service to the claimants and, by  permitting more frequent 
contact, should reduce the possibilities of fraudulent or erroneous 
payments. These factors m ay make necessary a request for a supple
mental appropriation for the current fiscal year.

This administration has already recommended enactment of legis
lation to transfer annually to a special account in the unemployment 
trust fund, an amount equal to the difference between the receipts of 
the Federal unemployment tax and the administrative costs of operat
ing our joint Federal-State unemployment. securit}^ program. The 
initial transfer, based on receipts and expenditures in the fiscal year
1955, would be made at the beginning of the fiscal year 1956.

M y  recommendations in this budget provide for continued opera
tion of the system for recruiting qualified workers from  M exico for 
seasonal employment on farms in the United States. These workers 
are needed to supplement our domestic farm-labor supply. The 1954 
appropriation for this recruitment program was based on legislation 
which was to have expired on Decem ber 31, 1953. This authority has 
now been extended until Decem ber 31, 1955, and funds are included 
in the budget to pay for operations during the rest of the fiscal year
1954, as well as in the fiscal year 1955.

The railroad unemployment insurance taxes and expenditures which 
were previously included in budget accounts are now entirely included 
in trust accounts.

Labor standards and training.— Budget expenditures for the minimum- 
wage and maximum-hour regulatory programs in the fiscal year 1955 
are estimated at about the 1954 level.

The social and econom ic plight of m igratory farmworkers has been 
studied repeatedly. Up to now, little positive action to better these 
conditions has been taken by  the Federal Government. This budget 
includes a recommended appropriation of 100 thousand dollars to 
enable the Departm ent of Labor to provide leadership in establishing 
a cooperative Federal-State program in the fiscal year 1955.
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Military manpower selection.— Although a reduction in m ilitary per
sonnel is planned, calls by  the Departm ent of Defense in 1955 to 
replace men drafted in 1953 will require an increase of 676 thousand 
dollars in estimated expenditures of the Selective Service System. 
This budget provides also for continuing a small staff for the National 
Security Training Commission.

Labor relations.— Budget expenditures of 13 million dollars in the 
fiscal year 1955 are estimated for the independent labor relations 
agencies— the National Labor Relations Board and the mediation 
services. Emphasis will be placed on providing im proved services to 
employers and employees o f industries and establishments strategically 
situated in interstate commerce.

Unemployment trust fund.— Under present law, unemployment com 
pensation benefit payments in the fiscal year 1955 are expected to be 
somewhat higher than in 1954 because o f an increase in claims of 
short duration and liberalization o f benefits b y  States. Receipts in 
1955 are estimated somewhat lower than in the current fiscal year. 
The legislation I am recommending to broaden unem ploym ent com 
pensation coverage will increase both the receipts and the benefit 
payments. Trust-fund transactions are not included in the totals 
o f budget receipts and expenditures.

UNEMPLOYMENT TRUST FUND 
[Fiscal years. In millions]

Item 1953actual 1954estimated 1955estimated

Receipts:
Deposits by States and railroad unemployment taxes:

Present programs________________ ______ $1,391 $1,344 $1,329 
145 
216

-1,195 
-60

Proposed legislation extending coverage____ -..........
Interest___ __.. ____ __ ____________ 203

-1,004

222

-1,095
Payments:State and railroad withdrawals for benefits:

Present programs___  ___________________
Proposed legislation extending coverage.__________
Net accumulation, including proposed legislation..-----

Balance in fund at close of year,___________ _______
590 471 435

9,244 9,715 10,150

GENERAL GOVERNMENT
N et expenditures for general government functions are estimated 

at 1,160 million dollars for the fiscal year 1955, compared with 1,175 
million dollars in the fiscal year 1954. These expenditures are chiefly 
for the traditional Governm ent activities not specifically classified
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elsewhere— making and enforcing the laws, collection of revenues, 
management of the public debt, and custody and management of 
public buildings and records.

GENERAL GOVERNMENT 
[Fiscal years. In millions]

Expenditures Recommended newProgram or agency
1953actual 1954 estimated 1955 estimated

obligational authority for 1955

Gross expenditures:
Legislative functions.___ ____________ __ $48 $46 $47 $46
Judicial functions _. ________________ 27 29 30 30
Executive direction _______________ __ 11 13 11 11
Federal financial management:

Tax collection_____________________ 269 277 265 266
Customs collection, debt management, and other.. 

Other central services:
Central property and records management. ___

173

179

177

158

166

156

165

155
Civil Service Commission______________ 21 16 15 16
Other _ _______ __ - __ 14 19 21 23

Unemployment compensation for Federal civilian em
ployees (proposed legislation)____________ 25 25

Retirement for Federal civilian employees_______ 324 34 32 32
Protective services and alien control:

Federal Bureau of Investigation____  _____ 71 77 78 78
Immigration and Naturalization Service __ 40 41 39 39
Other_______________ ______ 22 29 22 21

Territories, possessions, and District of Columbia: 
District of Columbia:

Present programs. .. _ __ . _____ 12 16 20 14
Proposed legislation____ _ ________ 15 17

Territories and possessions_____________ 48 47 46 42
Other general government:

Payment of claims and relief acts__ _______ 137 149 135
Weather Bureau - _____  - ... .......... 27 26 25 25
Other _ .. _ __________________ 21 24 16 14
Total ___ - - ______ _. 1,444

5
1,178

3
1,164 1 1,019

Deduct applicable receipts .. _ _ _______ 4
Net budget expenditures______________  ____ 1,439 1,175 1,160

1 Compares with new obligational authority of 1,337 million dollars in 1953 and 1,033 million dollars in 
1954.

Federal financial management.— During the past year the Internal 
Revenue Service has im proved greatly the administration o f Federal 
revenue laws. Further economies will be made by  cutting overhead 
expenses. These savings of several million dollars will be used to 
strengthen the field audit staff and to obtain more effective collection 
and enforcement. Auditing of tax returns and settlements are being 
speeded up. Tax collection has been decentralized so that most 
decisions in individual cases can now be made in district offices near 
the taxpayer. The reduced staff in W ashington is concerned pri

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

1955



M l 0 0 M ESSAGE OF T H E  P R E SID E N T

m arily with developing overall policies and assuring uniform ity in 
administration throughout the country. Nevertheless, serious prob
lems remain. For example, despite the im provement in auditing, 
the backlog o f unaudited returns and uncollected accounts has 
increased for several years. Strenuous efforts are being made to 
reverse this trend, both to increase collections and to permit a more 
prom pt determination of taxpayers’ liabilities.

Further reduction in expenditures b y  the Bureau o f the Public D ebt 
will be achieved in the fiscal year 1955 by  revisions in the savings bond 
prom otion program to place greater emphasis on the sale o f larger 
denomination bonds, elimination of uneconom ic sales outlets, and 
other economies. A  large volume of savings bonds is now reaching 
m aturity, but redemptions of these matured bonds are relatively low, 
since most owners are taking advantage of their right to continue to 
hold them at 3 percent interest.

Central property and records management.— Substantial reductions 
have been made in the expenditures of the General Services Administra
tion for management of Government property and records. The fiscal 
year 1955 estimate of 156 million dollars is 23 million dollars below 
actual 1953 expenditures and 2 million dollars below the revised 1954 
estimate. These savings primarily result from material reductions in 
building space rented for Government use, made possible in part by  
reductions in the scope of Government operations and accomplished 
through an aggressive and critical examination of requirements. In 
addition, numerous savings are being achieved by  the General Services 
Administration which reduce the budget requirements o f other agen
cies throughout the Government. Real property requirements and 
holdings are being reexamined and property determined to be surplus 
is being disposed o f as rapidly as possible. Purchases o f new materials 
have decreased as a result of elimination of unnecessary inventories by  
reduction in the number of separate types of items carried in inven
tories and by  better utilization o f property already on hand. Sig
nificant progress also is being made in controlling the volum e of 
records, in their economical storage, and, when they are no longer 
essential, in accelerating their disposal.

Civil Service Commission.— As part of the program for strengthening 
the merit system of the Federal civil service, the budget provides funds 
to im prove the standards used for the recruitment and transfer of 
personnel and to further the career development of Governm ent em
ployees. The Civil Service Commission expenditures as a whole, 
however, will decrease with im proved management practices and with 
a decline in prospective workloads for the examination and placement
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of applicants and for the investigation of persons em ployed or seeking 
employment in the Federal service.

I am recommending legislation to strengthen further the merit sys
tem and to provide conditions of employment for Federal personnel 
more nearly comparable to those in private enterprise. Certain legal 
restrictions initiated at the beginning of the present national emer
gency on the appointment and prom otion of Federal workers should 
be rem oved. The present statutory limits on the number o f high- 
level executive and scientific positions should be raised. Govern
ment agencies should be permitted to select employees from among 
the top fivejrather than the top three on Federal civil-service registers. 
Existing inequities in overtim e-pay practices should be corrected. 
Building and maintenance workers should be added to the categories 
of employees paid at rates prevailing locally in private em ploym ent 
for similar occupations. The incentive-awards program should be 
consolidated and im proved in order to eliminate costly administra
tion and to increase employee interest in greater efficiency and econ
om y. The cost of these changes in the main can be absorbed within 
the appropriations recommended for the agencies concerned.

Unemployment compensation jor Federal workers.— I strongly recom 
mend extension of the unemployment compensation system to give 
Federal employees the same benefits as are now provided to most 
workers in private employment. This will require an estimated 25 
million dollars in expenditures for benefit payments in the fiscal year
1955. This program could be administered under contractual 
arrangements made through the Departm ent of Labor with existing 
State unemployment compensation systems.

Retirement jor Federal civilian personnel.— An appropriation of 30 
million dollars is recommended to permit the continued paym ent to 
retired Federal workers of temporary cost-of-living increases as 
authorized b y  the Congress in 1952. The budget also includes 2 
million dollars to pay annuities under special laws.

The civil-service retirement system is financed jointly b y  employee 
contributions and appropriations b y  the Government. The Congress, 
at its last session, however, did not appropriate for the Governm ent’s 
payments to the fund. The resumption of these payments is not 
included in this budget. Recomm endations for financing this system 
as well as other retirement programs for Federal personnel will be 
determined after the Committee on Retirement Policy for Federal 
Personnel completes its study and reports to the Congress on or before 
June 30, 1954.
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Protective services and alien control.— The Federal Bureau of Investi
gation, as the investigative arm of the Departm ent of Justice, obtains 
evidence for use in legal actions involving violations o f Federal law. 
The crime rate throughout the country has put an increasing burden 
on the Bureau. The Bureau also has primary responsibility for co 
ordinating investigations in the executive branch necessary for the 
N ation ’s internal security. Such investigations continue at peak 
levels. It  is essential, therefore, that the Bureau staff be adequate to 
discharge these responsibilities.

District of Columbia.— I strongly recommend enactment of legisla
tion to finance the expanded public works construction urgently 
needed in the National Capital. This legislation would authorize an 
increase of 9 million dollars in the annual Federal paym ent to the 
general fund of the District of Columbia, and an additional 1 million 
dollars for full paym ent for all water and related services. It  would 
authorize 107 million dollars of additional interest-bearing loans to 
the D istrict over the next decade, o f which an estimated 5 million 
dollars would be spent in the fiscal year 1955. These expenditures 
b y  the Federal Government would be accompanied by  substantial 
increases in taxes paid b y  District taxpayers. This legislation would, 
for the first time in recent years, place Federal payments to the 
D istrict government on a level commensurate with the Federal G ov
ernment’s position in and its demands upon the District. It  would 
permit the District to start a long-term program of public works 
necessary to make the Capital C ity worthy o f our great Nation.

Territories and possessions.— The Federal Government also has 
special responsibilities for administering the various Territories and 
possessions, including the Canal Zone and the Trust Territory o f the 
Pacific Islands. Included in this budget are certain necessary in
creases in expenditures for continuing the civilian administration of 
the Trust Territory, except those islands in the northern Marianas 
returned to the jurisdiction of the N avy. I  recommend that the 
Congress enact at an early date legislation establishing the basic 
form of government for the Trust Territory to replace the present 
tem porary arrangements.

Intergovernmental relations.— A  Commission on Intergovernmental 
Relations is now studying the proper role of the Federal Governm ent 
in relation to the State and local governments. It is giving particular 
attention to fiscal relationships, such as Federal grants-in-aid, tax 
sources, and intergovernmental tax immunities, and will report 
shortly on certain aspects of its assignment.
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Claims and relief acts.— The paym ent of certified claims makes up 
the total expenditure figure of 135 million dollars estimated for claims, 
judgments, and private relief acts in the fiscal year 1955. M ost of 
these payments are for claims resulting from activities of the D epart
ment of Defense. The apparent decline of 14 million dollars in 
expenditures in the fiscal year 1955 is due to the usual omission in the 
budget 3̂ ear of any specific estimate for other claims, judgments, and 
relief acts.

Receipts of public enterprise funds.— The operations o f the Virgin 
Islands Corporation account for most of the 4 million dollars in 
receipts of public enterprise funds.

INTEREST
Primarily as a result of the large increase in the public debt during 

W orld W ar II, interest payments now account for about 10 percent of 
Federal expenditures. Interest payments are fixed primarily b y  the 
size of the public debt and by  interest rates on debt already outstand
ing.

INTEREST 
[Fiscal years. In millions]

Item
Budget expenditures (net) Recommended new obligational authority for 19551953actual 1954 estimated 1955 estimated

Interest on public debt___ _ _ _ ____  ___ $6,503 
75 
5

$6,525 
70 
5

$6,800 
70 
5

$6, 800 
70 
5

Interest on refunds of receipts _ __ __________
Interest on uninvested trust deposits . _ ___ . __

Total_______  ___ ___________  ___ 6, 583 6,600 6,875 i 6, 875

1 Compares with new obligational authority of 6,583 million dollars in 1953 and 6,600 million dollars in 1954.

Interest on the public debt.— Interest payments on the public debt 
in the fiscal year 1955 are estimated at 6,800 million dollars. This is 
an increase of 275 million dollars over estimated expenditures for the 
current fiscal year, and 297 million dollars above actual expenditures 
in 1953.

The increase in 1955 reflects both the higher average interest rates 
and the larger public debt. The average rate on the interest-bearing 
public debt rose from  2.33 percent on June 30, 1952, to 2.41 percent 
on Decem ber 31, 1953, primarily because of the refinancing of maturing 
obligations at the higher market rates prevailing. As the result of 
the deficit financing during the same period the public debt has in
creased from 259 billion dollars to 275 billion dollars (including about 
one-half billion dollars not subject to the statutory debt limitation).
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The budget of the United States is the financial expression of the 
administration’s program for the com ing fiscal year. An understand
ing of its scope and content is a high challenge to every citizen.

W hen I took office a year ago, I promised the Congress and the 
people that this administration would seek to chart a fiscal and eco
nom ic policy which would reduce the planned deficits and bring the 
budget into balance.

I  warned that this would not be easy. There still are heavy 
national security requirements. Substantial expenditures are b y  law 
relatively nondiscretionary. The far-reaching activities o f the 
Federal Government are extremely complex.

Despite these inherent difficulties, we have made great progress. 
Federal expenditures have been cut substantially, tax reductions have 
been made justifiable, and the budgetary deficit has been sharply 
reduced.

W e have, furthermore, made appropriate provision for our national 
security and for our international obligations and we have been able 
to propose certain increases in Federal expenditures to advance our 
dom estic well-being and to foster econom ic growth.

I firmly believe, therefore, that this budget represents a plan of 
government which will not only protect our w ay of life but will also 
strengthen our econom ic base and enhance the welfare o f all our people.

January 21, 1954.
Dwight D. Eisenhower.
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PART A

To the Congress of the United States:
I am transmitting to you today the Budget of the United States 

Government for the fiscal year 1956, which begins July 1, 1955.
The first part of this budget message summarizes the budget totals 

and highlights our policies and plans for next year, particularly °,s 
related to the fiscal situation. The second part preseats summary 
tables and also contains my budget recommendations for each major 
Government activity.

The fiscal and budget story during this past year centers around 
the fact that we successfully made the adjustment from a wartime to 
a peacetime type of economy, a truly significant achievement. Aided 
by a proper fiscal policy, the inevitable dislocations of this adjustment, 
while difficult for some, have not been serious on the whole. Our pres
ent growing prosperity has solid foundations, free from the artificial 
stimulations of war or inflation. However, the peace in which we live 
is an insecure peace. We must be constantly on the alert. Along 
with the other free nations of the world we must continue to strengthen 
our defenses. At the same time to remain strong for what will 
apparently be a long period of uncertainty ahead, we must also pro
gressively increase our prosperity and enhance our welfare.

The 1956 budget is based on this outlook. Total expenditures will 
be reduced. However, I am recommending somewhat increased 
expenditures in particular areas important to human well-being. 
Budget expenditures for the fiscal year 1956 are now estimated at 
62.4 billion dollars, 1.1 billion dollars less than for the current year. 
All parts of the administration will continue to work toward further 
reductions during the year by eliminating nonessentials and by doing 
necessary things more efficiently.

We must maintain expenditures at the high level needed to guard 
our national security. Our economy is strong and prosperous but we 
should not dissipate our economic strength through inflationary 
deficits. I have therefore recommended to the Congress extension 
for 1 year of present excise and corporate income tax rates which are 
scheduled for reduction on April 1, 1955, under present law. If this 
is done, and employment and production increase as currently antici
pated, we can expect budget receipts to rise 1 billion dollars over 1955, 
to a total of 60 billion dollars in the fiscal year 1956.

On the basis of these estimates of expenditures and receipts, the 
deficit will be reduced from the presently estimated 4.5 billion dollars 
in the fiscal year 1955 to an estimated 2.4 billion dollars in 1956. Thus 
we continue to progress toward a balanced budget.

m 5
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BUDGET POLICIES

Three broad considerations of national policy have guided me in 
framing the budget for the fiscal year 1956.

First, we must defend our priceless heritage of political liberty and 
personal freedom against attack from without and undermining from 
within. Our efforts to date have helped bring about encouraging 
results—cessation of fighting, new and stronger alliances, and some 
lessening of tensions. The growing strength of the United States and 
its friends is a key factor in the improved outlook for peace. We 
must continue to build this strength. We must at the same time 
preserve our liberty at home by fostering the traditional initiative of 
the American people. We will increase the scope of private activity 
by continuing to take Government out of those things which the people 
can do better for themselves, and by undertaking on a partnership 
basis, wherever possible, those things for which Government action 
is necessary. Thus, people will be able to keep more of their earnings 
to use as they wish.

Second, the Government must do its part to advance human welfare 
and encourage economic growth with constructive actions, but only 
where our people cannot take the necessary actions for themselves. 
As far as possible, these steps should be taken in partnership with 
State and local government and private enterprise. We must do our 
part to provide the environment for our free enterprise system to keep 
employment high, to create new jobs, and to raise the standard of 
living. We must broaden the opportunity for individuals to con
tribute to the growth of our economy and enjoy the fruits of its 
productivity.

Third, we must maintain financial strength. Preserving the value 
of the dollar is a matter of vital concern to each of us. Surely no one 
would advocate a special tax on the widows and orphans, pensioners, 
and working people with fixed incomes. Yet inflation acts like a tax 
which hits these groups hardest. This administration has made a 
stable dollar and economy in Government operations positive policies 
from the top down. Expenditure reductions, together with a judicious 
tax program, effective monetary policy, and careful management of the 
public debt, will help to assure a stable cost-of-living—continuing 
our achievement of the past 2 years.

A liberal attitude toward the welfare of people and a conservative 
approach to the use of their money have shaped this budget. Our 
determination to keep working toward a balanced budget provides 
the discipline essential for wise and efficient management of the public 
business.
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NEW AUTHORITY TO INCUR OBLIGATIONS
My recommendation for appropriations and other new authority to 

incur obligations for the fiscal year 1956 is 1.3 billion dollars more 
than the amount for the fiscal year 1955, primarily because of new 
requirements for our military services. However, it represents a 
reduction of 32.8 billion dollars from 1952, 21.7 billion dollars from 
1953, and 4.2 billion dollars from 1954.

New authority 
to incur obligationsFiscal year: (in millions)

195 2 ..............._________________________________  $91.4
195 3  80. 3
1954: As estimated, January 9, 1953_________________  72. 2

Actual______________________________________  62. 8
1955 estimated_____ _______________________________  57.3
1956 recommended_________________________________  58. 6

The new authority to incur obligations which I am recommending 
for our major national security programs is 2.4 billion dollars greater 
than in the fiscal year 1955. I am proposing a reduction in the total 
new authority for all other Government programs, although within 
this total, I am recommending selective increases.

Part of the reduction in 1955 of new authority for our major 
national security programs below the amount enacted for 1954 was 
possible because the military services improved their supply procedures, 
which resulted in larger use of existing stocks and reduction of the 
large backlog of unexpended balances. The accumulated unexpended 
balances of funds appropriated to all Government agencies in prior 
years are now on their way down to more reasonable levels and the 
continued downtrend in total unexpended balances will be less rapid 
in the future than in the fiscal year 1955.

Recommended new authority for 1956 is less than both the antici
pated revenues and the estimated expenditures for that year. By 
holding the level of new authority lower than anticipated revenues, 
we can continue making progress toward balancing the budget. Like
wise, as long as the amount of new authority is less than expenditures, 
we are continuing on the way toward lower levels of Government 
spending.

BUDGET EXPENDITURES
In the fiscal year 1956, net budget expenditures are estimated to be 

11.9 billion dollars below actual spending in the fiscal year 1953. 
The record shows that this administration cut Government spending 
in 1954 by 6.5 billion dollars below 1953, and 10.1 billion dollars 
below the level estimated for 1954 on January 9, 1953. For 1955, an 
additional reduction of 4.3 billion dollars is now estimated and still 
another reduction in spending of 1.1 billion dollars is the present
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estimate for 1956. The fiscal year 1955 is only half completed and the 
beginning of 1956 is still 5% months away. We shall continue working 
to improve efficiency and to reduce still further the totals now esti
mated for these years.

Expenditures
Fiscal year: (inbillions)

195 2  $65. 4
195 3  74. 3
1954: As estimated, January 9, 1953_____________  77. 9

Actual___________________________________ 67. 8
1955 estimated_________________________________  63. 5
1956 estimated____________________ ____________  62. 4

The stern requirements of our national defense dictate the largest 
part of our budget, and it is chiefly these requirements which prevent 
us from decreasing budget expenditures faster at this time. Further 
progress in reducing expenditures must result in large part from 
increasing efficiency and from finding better ways of doing the things 
that must be done. Future savings will be more difficult than those 
already accomplished. However, we expect to continue reducing the 
cost of Government.

Major national security.—Expenditures for major national security 
programs in the fiscal year 1956 are estimated at 40.5 billion dollars, 
65 percent of total budget expenditures. This amount includes the 
cost of new legislation. I am proposing to establish an effective mili
tary reserve system and strengthen the career service. This budget 
provides for more expenditures by the Department of Defense for air 
power than ever before in peacetime history. New weapons for 
defensive and retaliatory action are being developed and produced in 
increasing quantities. High priority is being given to strengthening 
our continental defense system. Since military supplies are not being 
consumed in combat, the bulk of the military materiel being produced 
by our factories is adding to our capacity to defend ourselves. Our 
defense expenditures are now bringing about a steadily growing 
strength. Never in our peacetime history have we been as well 
prepared to defend ourselves as we are now.

We will deliver about the same amount of military equipment to 
friendly nations as in 1954 and 1955. New atomic energy plants will 
be placed in operation and more than in any previous year will be 
spent for peaceful applications of atomic energy. The dollar value 
of our stockpile of strategic materials is expected to reach 78 percent 
of the minimum objective, compared with 58 percent in 1954.

International affairs and finance.—Our international programs are 
closely related to national security. The conduct of our foreign 
affairs is crucial in preserving peace. We have materially contributed
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to the strengthening of friendly nations through the economic aspects 
of the mutual security program. Continuation of such assistance is 
urgently needed for some countries. Net expenditures for interna
tional affairs and finance are estimated to be 1.3 billion dollars, 88 
million dollars lower than in the fiscal year 1955.

Keeping our own defenses strong and cooperating with our allies to 
increase their defenses will deter outside attacks on our freedom. We 
must at the same time look to the abiding sources of our internal 
strength—our faith in the power of free men, our individual initiative, 
and our competitive enterprise.

Commerce and manpower.—We are moving ahead in taking the Gov
ernment out of business wherever this can properly be done. In addi
tion to selling the Inland Waterways Corporation and liquidating the 
Reconstruction Finance Corporation, we have already sold or shut 
down a number of Department of Defense plants for processing scrap 
and manufacturing paint, clothing, and chlorine. Private industry is 
performing an increasing share, which has reached almost half, of major 
equipment overhauls for the Air Force. Most of the synthetic rubber 
plants have been sold to private purchasers, subject only to congres
sional approval. These actions not only serve to strengthen our system 
of private enterprise, but also in many cases reduce Government 
expenditures and increase tax receipts for cities, counties, and States 
as well as the Federal Government.

During the past year, legislation was enacted permitting private 
lenders to make mortgage money available on more liberal terms so 
that more people can buy their own homes. Local public agencies, 
aided by private investors, are being encouraged to start comprehen
sive urban renewal programs. Provision has been made for exten
sion of unemployment insurance to 4 million more workers.

For the coming year, I am recommending that we start a 10-year 
program to modernize the interstate highway system in cooperation 
with State and local governments. I am also proposing that we step 
up aeronautical research, expand air navigation facilities, and help 
industry build more ships. These activities are important for our 
national security as well as for our growing economy. I firmly believe 
that as large a proportion as possible of the expenditures of the Gov
ernment should be borne by those directly benefiting therefrom. The 
user charge principle should be further extended. I have recom
mended to the Congress that postal rates be increased to make the 
postal system self-supporting in the near future. With the enactment 
of this legislation, total net expenditures for commerce and manpower 
in the fiscal year 1956 are expected to be 2.2 billion dollars, 364 million 
dollars below 1955,
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Natural resources.—An important policy of this Government is to 
encourage an increased sharing by State and local governments of 
our long-range development projects. For example, the State of 
New York and the Province of Ontario are now jointly developing the 
power resources of the St. Lawrence River without cost to the Federal 
Government. Under legislation passed last year the Markham Ferry 
project in Oklahoma and the Priest Rapids project in the State of 
Washington, both with large power developments, will be built by 
State or local units, with modest Federal contributions only for those 
purposes such as flood control which involve national responsibilities. 
This budget proposes the start of several new construction projects 
under such partnership arrangements. Thus, we are continuing to 
develop our natural resources at less cost to the Federal Government. 
Net budget expenditures of 953 million dollars in 1956 are estimated for 
natural resources, 180 million dollars less than in 1955.

Agriculture.—Greater freedom from Government direction and con
trol of farming operations will be made possible in future years as a 
result of the new farm legislation enacted last summer. The flexible 
supports provided for therein will stimulate the consumption of farm 
products at home and abroad and will reduce Government expenditures 
for buying and storing surplus commodities. Greater private partici
pation in the financing of loans to farmers has also been brought about 
by legislation enacted last year. By increased use of fully insured 
private loans, the need for direct Federal loans for farm ownership 
and for soil and water conservation has been reduced. A sound basis 
has also been provided through the new watershed protection legisla
tion for greater cooperation between the Federal Government and 
States and local groups in the upstream flood prevention program. 
In addition, through strengthened agricultural research and educa
tional work, farmers can better work oat solutions for their own prob
lems. These steps reduce the dependence of farmers on the Govern
ment, encourage farmers to take the initiative in adjusting production 
to demand, and provide the conditions under which farmers can main
tain their incomes with less interference by the Government. The 
flexible support legislation will not greatly affect expenditures for the 
fiscal year 1956. Estimated net expenditures for agricultural pro
grams in 1956 will be 2.3 billion dollars, 871 million dollars less than in
1955. This reduction is principally due to the anticipated smaller 
outlays for farm price supports resulting from acreage restrictions and 
increased sales.

Welfare, health, and education.—Our policy of partnership with State 
and local governments and with private enterprise is also enabling
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us to make significant contributions to human welfare. Our broad
ened programs of assistance for vocational rehabilitation and for con
struction of nonprofit hospitals and health centers will encourage 
greater State, local, and private activity in these fields. The extension 
of old-age and survivors insurance to 10 million more persons and the 
increased contribution and benefit rates enacted last year are in keep
ing with our tradition of self-reliance and will diminish dependence on 
charity. This budget includes appropriations for the health improve
ment program which I shall outline in a special message. Increases 
in some programs, principally for public health and vocational reha
bilitation, will be offset by some reductions in other programs. Total 
expenditures for welfare, health, and education are estimated at 2.3 
billion dollars in the fiscal year 1956, about the same as in 1955.

Veterans’ services and benefits.—Expenditures for veterans' benefits 
continue to increase as a result of the growing number of veterans, 
now estimated at 21 million in civil life, becoming eligible for benefits. 
Legislation enacted last year raised compensation and pension benefits 
to our ex-servicemen and women. I have recently issued a proclama
tion ending the time period for acquiring further rights to readjustment 
benefits intended for veterans of the Korean conflict. Estimated net 
expenditures for veterans' programs will be 4.6 billion dollars, about 
200 million dollars more than in 1955.

Interest and general government.—Expenditures for interest are 
estimated to amount to 6.4 billion dollars, 180 million dollars less than 
in 1955. In the field of general government, I recommend that we 
increase our expenditures for tax collection and management of 
Government property as further steps toward efficiency. I also recom
mend strengthening our law-enforcement agencies, particularly the 
Federal Bureau of Investigation. Finally, the Government should 
resume its payments as employer to the civil service retirement fund. 
As a result of these recommendations and anticipated increases in 
payments of certified claims, expenditures for general government 
purposes are expected to rise 344 million dollars to 1.6 billion dollars 
in the fiscal year 1956.

Special classification of expenditures.—The budget expenditures 
discussed above may be divided into four large groupings to show 
the ends for which we pay taxes and also the items which make our 
budgets big. These groupings are (1) the cost of civil operations 
and administration, (2) interest, (3) civil benefits to various parts of 
our society, and (4) the major cost of protection against war.
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SPECIAL C L A SSIF IC A TIO N  OF N E T  B U D G E T  E X P E N D IT U R E S  

[Fiscal years. In billions]

1951 1952 1953 1954 1955
esti

mated

1956 estimated

actual actual actual actual
Amount Percent

Current expenses for civil operations and
administration_____________________________ $1.9 $2.2 $2.3 $1.9 $1.9 $2.3 4

Interest__________  ___________________ 5.7 5.9 6.6 6.5 6.6 6.4 10
Civil benefits_________________________________ 11.5 12.2 13.4 11.6 13.3 12.0 19
Protection_____ ___________________  . . .  ______
Undistributed (reserves and adjustments)..

25.6
- . 7

46.0
- . 9

52.0 47.9 41.7
,1

41.5
.3

67

Total___________________________________ 44.1 65.4 74.3 67.8 63.5 62.4 100

The expenditures for civil operations and administration of the 
Government have been obscured for many years by the large expendi
tures for defense and by the variety and complexity of the domestic 
and international programs. The cost of keeping the civil functions 
of the Government running for the fiscal year 1956 is estimated to 
be 2.3 billion dollars or about 4 percent of the net budget expenditures. 
This includes most of the expenditures classified as general govern
ment plus the expenditures for repair, maintenance, and operation of 
Government civilian facilities, and for regulatory activities.

The fluctuation shown in the cost of civil operations arises primarily 
from the contribution made by the Federal Government, as employer, 
to the civil service retirement fund. This contribution was 321 million 
dollars in the fiscal year 1953 and 216 million dollars is proposed for
1956. No contributions were made during 1954 or 1955 pending a 
detailed review of all Federal retirement systems by a special commis
sion. Increased funds are also provided for several departmental oper
ations where there has been a longstanding backlog of work.

Decreasing interest rates during the past 12 months, together with 
a change in the timing of interest payments, have made possible a 
forecast for lower expenditures for interest in the fiscal year 1956.

The various civil benefit programs of the Government are estimated 
to amount to 12 billion dollars in the fiscal year 1956. Expendi
tures for veterans’ benefits represent 38 percent of all civil benefits in 
that year. The variations in expenditures for farm price supports 
and mortgage purchases account for part of the changes in total 
benefit expenditures between the fiscal years 1953 and 1956.

The expenditures for protection, which account for two-thirds of 
total expenditures, include continental defense at home and mutual 
defense abroad. The total amount in the fiscal year 1956 consists 
of the 40.5 billion dollars for major national security programs and
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1 billion dollars for economic and technical assistance under the mutual 
security program. In addition, many items of smaller size scattered 
through other parts of the budget, not included in this category, are 
related in varying degrees to protection. Examples are the Coast 
Guard and the Selective Service System.

TAX POLICY

Last year we made great progress in reducing tax burdens and im
proving the tax structure. Total tax reductions of 7.4 billion dollars 
became effective. This was the largest tax reduction in any single 
year in the country's history. It was made possible only by large 
cuts in Government expenditures. The basic tax law was revised to 
relieve hardships for millions of individuals and to reduce tax barriers 
to economic growth.

The budget would have been balanced for the current fiscal year if 
there had been no tax cuts. However, it was desirable to share the 
benefits from the large expenditure reductions. This enabled the 
people to have the extra money to spend for themselves which they 
retained because of the reduction in their taxes.

In view of the prospective deficit, we cannot afford to have any 
further loss of revenue this year through reductions in taxes. The 
corporate tax rate would be automatically reduced under existing 
legislation from 52 to 47 percent on April 1 with a revenue loss of 
about 2 billion dollars for a full year unless extended. Under existing 
law, the excise taxes on liquor, tobacco, gasoline, and automobiles 
would also be automatically reduced on April 1, with a revenue loss 
of 1 billion dollars unless appropriate legislation is enacted by the 
Congress extending them.

In the fiscal year 1956, there will be an automatic revenue reduction 
(as compared with 1955) of almost 2 billion dollars under existing law, 
wholly apart from any changes in tax rates. The principal reason is 
the completion of the plan adopted 5 years ago under which payments 
of corporate taxes have been moved forward into earlier fiscal years. 
Fortunately, this reduction in 1956 will be more than offset by in
creases in revenue due to the economic growth of the country.

Because we must keep our existing revenues intact, I have already 
recommended to the Congress in my State of the Union Message that 
existing rates on both excises and corporate incomes be extended for 
1 year. Any other course of action would result in either (1) inade
quate expenditures for national security, or (2) inflationary borrowing.

During the past year the Treasury Department has continued to 
examine possible changes in the tax laws concerning which no recom
mendations were made in the revision of the tax laws last year. As 
final conclusions are reached by the Department they will be sent to 
the Congress.
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I have also directed the Secretary of the Treasury promptly to 
make recommendations for any other changes in the laws which may 
be found necessary to prevent anyone from avoiding his fair share 
of the tax burden.

The present tax take of nearly one-fourth of our national income is a 
serious obstacle to the long-term dynamic growth of the economy 
which is so necessary for the future. There must be the means for 
providing more and better jobs not only for those who are working 
today but also for the millions of young people who will come of 
working age in future years. The stimulus of further tax reductions 
is necessary just as soon as they can properly be made.

We must always make adequate provision for our security and other 
essential services, and further tax reductions can only be made as 
savings in governmental expenditures or increased revenues resulting 
from growth in our economy are in sight.

However, further tax reduction remains a firm goal of this adminis
tration, and our policy is directed to achieving both the savings in 
expenditures and the economic growth that will make such reductions 
possible.

I hope that tax reductions will be so justified next year. If so, I shall 
recommend a reduction in taxes to spread the relief fairly among all 
taxpayers in a way which will be the most effective to relieve individual 
tax burdens and to increase incentive for effort and investment.

DEBT MANAGEMENT

Debt management policy during the past year was keyed to Federal 
Reserve monetary policy to help assure the ready availability of 
money and credit needed to sustain a high level of business activity. 
The Treasury refrained under the special circumstances of 1954 
from issuing long-term securities which would compete for long
term money available for the construction of new homes, for busi
ness expansion, or for new schools, highways, and hospitals at the 
State and local government level. At the same time, progress was 
made in improving the structure of the public debt by some extension 
of maturities through issuing more intermediate-term bonds. In 
each major Treasury financing during 1954, except for borrowing 
through tax anticipation securities, investors had the opportunity to 
buy securities longer than 1-year certificates. The result was a sub
stantial reduction in the short-term debt.

On December 31, 1954, the public debt subject to the statutory 
limit was 278.3 billion dollars. We expect to be able to operate this 
fiscal year within the temporary debt limit of 281 billion dollars voted 
by the Congress last August. The increase beyond 275 billion dollars 
provided by this legislation is, however, temporary. The statutory 
limit will go back to 275 billion dollars on Juoe 30, 1955, We antici
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pate that the heavy tax receipts during the remainder of this fiscal 
year will enable us to reduce the debt to within that figure by June 30, 
1955.

At the start of the new fiscal year in July 1955 the debt will already 
be pressing against the legal limit. With the present seasonal pattern 
of tax collections, expenditures will exceed receipts in the first 6 months 
of the fiscal year 1956 by about 8 billion dollars. Thus, it will not be 
possible to pay the Government’s bills in that period without exceeding 
the 275 billion dollar limit.

We recognize that the statutory debt limit is valuable as an expres
sion of firm intent to maintain fiscal soundness. With present 
requirements for national security we have not yet been able to achieve 
a balanced budget, even though we have made substantial progress 
toward it. Therefore, I have no alternative but to ask the Congress 
to again increase the debt limit.

During the past 2 years, we have proved that a free, democratic 
system can make the adjustment from war to peace without serious 
economic disturbances. A major factor in this achievement has been 
the confidence of the people in the ability of the Government to bring 
its financial affairs under control and to conduct them in a responsible 
manner.

Our objective of being provident in financial matters has paid and is 
still paying dividends in general well-being. We have reduced ex
penditures and eased the crushing load of taxation. We have im
proved the structure of the public debt and provided a favorable en
vironment for sound monetary policy. We have encouraged private 
initiative by starting to take the Government out of competition wit h 
private enterprise. We have made progress in housing and in pro
tection against personal catastrophe. We are developing our natural 
resources in partnership with the State and local governments and 
with private initiative. These steps are designed to assure high and 
rising employment, a growing prosperity, and a stable dollar.

This administration will continue to exercise the utmost care in the 
manner in which it uses the taxpayers’ money. It will continue to 
purchase what we must have for our security, well-being, and pros
perity with the fewest possible number of dollars. And it will continue 
to administer the huge Government organization more efficiently. 
It will put first things first and restrain spending to items of high 
priority. Our success thus far in reducing taxes, expenditures, and 
the deficit is the best evidence of the earnestness of our efforts.

With an indestructible faith in the destiny of this country, a faith 
equal to that of the founders who held that all men are Divinely
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endowed with inalienable rights; with full confidence that in the intel
ligent cooperation of free men is to be found the most effective way 
of solving group and national problems; with unshaken dedication to 
the pursuit of peace and justice at home and in the world, we shall 
continue to sustain our liberties and we shall meet and far surpass the 
objectives we now set for ourselves in promoting human welfare, 
happiness, and prosperity.

D w i g h t  D .  E i s e n h o w e r .

J a n u a r y  17, 1955,
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PART B

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

T h is  second p a rt o f  the budget m essage starts 
w ith  three su m m ary  tables. F ollow in g  these tables 
is  a n  in trod u ction  con ta in in g  (1 ) general an a lyses  
o f  budget exp en d itu res fr o m  two d ifferen t view 
p o in ts , (2 ) a  su m m ary  o f  transactions o f  m a jor  
trust fu n d s , and (8 ) a  su m m ary  o f  receip ts fro m  
and  p aym en ts to the pub lic .

T h e rem ain d er o f  the m essage d iscu sses the n in e  
m a jor  grou ps o f  G overnm ent program s.
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SUMMARY OF NEW OBLIGATIONAL AUTHORITY

BY FUNCTION AND AGENCY

Based on existing and proposed legislation

m18 m e s s a g e  o f  t h e  p r e s id e n t

[Fiscal years. In millions]

1955 estimated 1956 estimated

Description 1954
enacted

Enacted
Proposed for 
later trans

mission
Total

Recom
mended in 

this document

Proposed for 
later trans

mission
Total

BY FUNCTION

Major national security._______ _______ $39, 471 
1, 268

$34, 386
1, 582 
3, 937 
1,981
2, 630 

957

$34, 386 
1, 585

$33, 229 
341

$3, 513 
1, 535

$36, 742 
1, 876International affairs and finance__ ____ _ _ _ _ $2

Veterans’ services and benefits____________  _ _ _ 4, 272 349 4, 285 
2, 310 
2, 630 

967

4, 615 
2,217 
1, 288 

901

4, 615
Welfare, health, and education..__  _ ______ 2,190 328 72 2, 289 

1, 288Agriculture and agricultural resources. _ _________ 4, 010
Natural resources______ ________________  _____ __ _ 1, 196 10 28 929
Commerce and manpower._____ _____ __ __ _ _ 2, 846 3, 181 

1,031 
6, 558

200 3, 381 2, 738 
1, 087

108 2, 846
General government. _________________ _ _ _ _ _ 1,041 25 1, 056 218 1, 305
Interest____________ __ __ ___ ___________  __ 6, 470 6,558 6, 378 6, 378
Reserves for proposed legislation and contingencies:

Net cost of classified pay increase____  ____ 125 125
Other____  ______ _______________  ______ 150 150 250 250

Total new obligational authority. ________ 62,765 56, 244 1, 064 57, 308 52, 794 5, 848 58, 642

BY AGENCY

Legislative branch____ . . . 84 69 69 72 72
The Judiciary________ ___________ __ _ _ _ ___ 29 30 1 31 33 33
Executive Office of the President........  ............... . 9 9 9 9 9
Funds appropriated to the President ..... ............. _ 4,730 2, 796 2 2, 797 27 3, 530 3, 557
Independent offices:

Atomic Energy Commission „ _ ___  _ .. .. 1, 118 1, 284 
3, 934 
1, 033 

535

1, 284 1, 292 1, 292
Veterans Administration. _ 4, 276 349 4, 283 4, 453 

469
100 4, 553

Other__________ _ ____  .... __ 766 16 1, 048 284 752
General Services Administration..... .... ..... 163 535 692 692
Housing and Home Finance Agency 433 585 105 690 114 200 314
Department of Agriculture______ _ _ _ _ 4, 283 2, 802 

1, 377
2, 802 1, 516 1, 516

Department of Commerce._ ____ 996 80 1, 457 1, 458 1, 458
Department of Defense:

Military Functions__ ______ ______ 34, 590 30, 783 
482

30, 783 31, 416 
536

1, 483 
17

32, 899
Civil Functions. ___ __________________ 529 (b)

327
482 553

Department of Health, Education, and Welfare _ 1, 916 1, 704 
492

2, 031 1,959
473

72 2, 031
Department of the Interior. _ _ 596 9 502 17 490
Department of Justice _ _ . . . 180 181 5 186 201 201
Department of L a b o r ..____ _ _ _ _ _ 352 436 20 456 515 5 519
Post Office Department _ _ _ _ _  . . . 420 312 312 295 d 270 25
Department of State. _ ___ _ _ . . . 144 129 1 130 148 1 150
Treasury Department.__ _______ 7, 134 7, 240 

30
7, 240 7, 086 

32
35 7,121

District of Columbia (general fund)_ . _ __________ 16 30 32
Reserves for proposed legislation and contingencies 150 150 375 375

Total new obligational authority._ __ ______ __ 62, 765 56, 244 1, 064 57, 308 52, 794 5, 848 58, 642

h Less than one-half million dollars.
d Deduct, includes proposed postal rate increase of 400 million dollars.
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MESSAGE OF THE PRESIDENT Ml9
SUMMARY OF BUDGET EXPENDITURES

BY FUNCTION AND AGENCY

Based on existing and proposed legislation
[Fiscal years. In millions]

1955 estimated 1956 estimated

Description 1954 actual Under au
thorizations 

already 
enacted

Proposed 
for later 

transmission
Total

Under au
thorizations 
enacted or 

recommended 
in this 

document

Proposed 
for later 

transmission
Total

BY FUNCTION

Major national security___________________  _________ $46, 523 
2,166

$40, 644 
1, 798

$40, 644 
1, 800

$39, 068 $1, 390 
336

$40, 458 
1, 841International affairs and finance___________  _________ $1 1, 504 

4, 684
2, 217 
7, 647 
1, 180 
7, 037 
1, 350 
6, 378

Veterans’ services and benefits____________ _______ 4, 289 4, 119 349 4, 468 4, 684
Welfare, health, and education________________  __ 2, 248 2, 057 

8, 934 
1, 356 
7, 608 
1, 201 
6, 558

259 2,316 95 2,312
Agriculture and agricultural resources________ ______________ 7, 497 8,934 7, 647
Natural resources____ _ _  _  _________________ 1,391 2 1, 358 29 1,209
Commerce and manpower_______________  _  _  ___ 7,355 192 7, 800 d 130 6, 908
General government________________ _________  _  _ 1,212 24 1, 225 219 1,569
Interest ___________  _  ________________________ 6, 470 6, 558 6, 378
Reserves for proposed legislation and contingencies:

Net cost of classified pay increase___ _______________________ 125 125
Other_______  __________________________ 100 100 200 200

Total budget expenditures (gross)______ ____ 79, 151 74, 276 
11, 699

927 75, 203 71, 067 
10, 923

2, 265 73, 332
Deduct applicable receipts 1________________________ 11, 379 11, 699 10, 923

Net budget expenditures____________________________________________________ 67, 772 62, 577 927 63, 504 60, 144 2, 265 62, 408

BY AGENCY 
Legislative branch ________________________  _____________  _ 59 71 71 83 83
The Judiciary___________ _________________________ __ 28 30 (fe) 31 33 (6) 33
Executive Office of the President________________________________________________ 9 9 9 9 9
Funds appropriated to the President______________________________ _____ 5, 477 5, 069 

2, 050

1 5, 070 4, 743 

1, 910

613 5, 356
Independent offices:

Atomic Energy Commission_______________________________ __________________ 1, 895 2, 050 90 2, 000
Veterans Administration____________________ ________________________ _____________ 4, 316 4, 148 

3, 098 
1, 174

349 4, 497 4, 615 
2, 994 

969

90 4, 705
Other______ ____ ____________  _  _____________________________________________ 3, 739 2 3,101 248 3, 242

General Services Administration_________ ________________________________________ 808 1,174 969
Housing and Home Finance Agency______________  ____________________ 1, 440 1 ,  662 

7, 365 
995

5 1, 667 1, 264 
6, 013

1, 264
Department of Agriculture_____________________  _______________________________________ 5, 963 7, 365 6,013
Department of Commerce____________________________ 1, 083 185 1,180 1, 223 (fe)

1,000
14
95

1, 223
Department of Defense:

Military Functions______ ______________ 40, 336 34, 375 
624

34, 375 33, 000 
618 

1 ,  960

34, 000
Civil Functions_________________ _____________ 708

258
624 632

Department of Health, Education, and Welfare______ 1, 983 1, 784 2, 042 2, 055 
591Department of the Interior__________________ ____ __ _ 571 592 2 594 572 

201 
512 

2, 811 
148 

7,356 
34

19
1
4

Department of Justice ________ ______ _________ 183 181 4 185 202 
515 

2, 541 
150 

7, 391 
34

Department of Labor_____ ___________________ _____ 357 413 20 433
Post Office Department_________________________  _ _ 2, 686 2, 741 2,741 d 270
Department of State___ ___________ _________________ 156 138 (b) 138 2
Treasury Department______ _ ______________________ 7, 339 7, 732 7, 732 35
District of Columbia (general fund)_________________ 13 25 25
Reserves for proposed legislation and contingencies 100 100 325 325

Total budget expenditures (gross)____________ 79,151 74, 276 927 75, 203 
11, 699

71, 067 
10, 923

2, 265 73, 332
Deduct applicable receipts 1__________________________ lli 379 11, 699 10, 923

Net budget expenditures_______________________ 67, 772 62, 577 927 63, 504 60,144 2, 265 62,408

* Receipts of public enterprise funds (Government-owned corporations, the postal service, and other revolving funds, the receipts of which come primarily from outside the 
Government).

* Less than one-half million dollars.
* Deduct, includes proposed postal rate increase of 400 million dollars.
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Based on existing and 'proposed legislation 
BY SOURCE

[Fiscal years. In millions]

MESSAGE OF THE PRESIDENT

SUMMARY OF BUDGET RECEIPTS

Description 1954 actual

1955 estimated

Under exist
ing laws

Under
proposed

legislation
Total

1956 estimated

Under exist
ing laws

Under
proposed

legislation
Total

Individual income taxes__________________________
Corporation income taxes______________ _________
Excise taxes:

Alcohol taxes_______________________________
Tobacco taxes______________________________
Stamp taxes________________________________
Manufacturers’ excise taxes__________________
Retailers’ excise taxes_______________________
Miscellaneous excise taxes____________________

Employment taxes:
Federal Insurance Contributions Act_________
Federal Unemployment Tax Act_____________
Railroad Retirement Tax Act________________

Estate and gift taxes_____________________________
Customs________________________________________
Miscellaneous receipts:

Miscellaneous taxes, seignorage, and coinage___
Permits, fines, forfeitures, and gifts___________
Interest, dividends, and other earnings________
Rents, royalties, sale of products, and services__
Sale of property_____________________________
Realization upon loans and investments_______
Recoveries and refunds______________________
Other________ ______________________________

Total receipts_____________________________
Deduct—

Transfer to Federal old-age and survivors insur
ance trust fund____________________________

Transfer to railroad retirement trust fund_____
Refunds of receipts__________________________

Budget receipts___________________________

$32, 383 
21, 523

2, 798 
1,581 

90 
2, 692 

438 
1 2, 416

4, 537 
285 
603 
945 
562

77 
59 

819 
391 
221 
236 
507 
2 9

73, 173

4, 537 
603 

3, 377

$30, 700 
18, 466

2, 669
1, 541

97
2, 765 

307
1, 504

5, 190 
290 
600 
930 
570

49
57

664
573
268
254
438

67, 931

5, 190 
600 

3, 331

$64
49

76

1

$30, 700 
18, 466

2, 733
1, 590

97
2, 841 

307
1, 505

5, 190 
290 
600 
930 
570

49
57 

664 
573 
268 

* 254 
438

$32, 500 
15, 984

2, 622
1, 443

97
2, 300 

319
1, 547

6, 175 
295 
625 
970 
570

39
58

659
554
225
273
678

$1, 050

210
179

627

6

190 68, 121

5,190  
600 

3, 331

67, 933

6, 175 
625 

3, 396

2, 072

-191

64, 655 58, 810 190 59, 000 57, 737

$32, 500 
17, 034

2, 832 
1, 622 

97 
2, 927 

319 
1, 553

6, 175 
295 
625 
970 
570

39
58

659
554
225
273
678

70, 005

6, 175 
625 

3, 205

2, 263 60, 000

1 Includes 479 million dollars of unclassified depositary receipts.
2 Internal revenue not otherwise classified.
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MESSAGE OF THE PRESIDENT m 21

To the Congress of the United States:
This second part of my message contains further details regarding 

budget expenditures and new appropriations and my legislative rec
ommendations. Major trust fund transactions are summarized. 
Expenditures are analyzed from two different points of view.

Purposes of expenditures.—From one point of view, budget ex
penditures serve four broad purposes. These were summarized on 
page Ml2. Four percent goes for keeping the civil functions of Gov
ernment running. Another 10 percent is necessary to pay the inter
est charges on the Government debt. A somewhat larger propor
tion, 19 percent, is devoted to the costs of various programs combined 
under the heading of civil benefits. Some of these benefit particular 
groups or localities. Others are in the nature of more general bene
fits. Another 67 percent is for the major programs for protection 
against possible war.

That part of the expenditures of various agencies which is for cur
rent expenses of civil operations and administration is shown by 
agency in the following table:

CURRENT EXPENSES FOR CIVIL OPERATIONS AND ADMINISTRATION

[Fiscal years. In millions]

1951
actual

1952
actual

1953
actual

1954
actual

1955 esti
mated

1956 esti
mated

Legislative branch. _ _____ ________________ $57 $58 $53 $55 $64 $65
The Judiciary___________________________ 25 27 27 28 30 33
Executive branch:

Department of Agriculture_____ ______ 101 89 96 139 138 139
Department of Commerce______ ___ 105 145 112 50 84 82
Department of Defense— Civil func

tions_________________________  . . .  . 56 58 81 52 59 60
Department of Health, Education,

and Welfare ________________________ 7 8 8 8 9 10
Department of the Interior . _______ 111 119 127 125 150 150
Department of Justice________ _. 150 194 169 181 184 200
Department of Labor ____ 38 48 53 51 86 96
Post Office Department_________ ____ 74 70 35 i 6
Department of State__________________ 193 211 221 144 131 141
Treasury Department:

Claims and judgments.. . . .  ._ 98 76 137 213 163 250
Other... ___________ _____ _________ 434 471 478 488 480 495

Civil Service Commission___  . . . .  _ 324 332 346 50 48 235
Economic Stabilization Agency. 91 64 2
General Services Administration____ 96 163 162 147 148 153
Other___________________________________ 43 13 130 135 143 144

Total_________________________________ 1, 911 2,174 2, 299 1,872 1,916 2,251

1 Since August 15, 1953, the cost of Government mail has been paid by the various agencies.
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Expenditures for civil benefits are shown in the following table. 
These expenditures are partly for the acquisition of assets, which have 
varying degrees of recoverable value or permanency. Other expendi
tures are for long-range development, and for current aids and services 
to various groups.

The largest amount of benefits goes to veterans for compensation 
and pension payments, hospital and medical care, and readjustment 
benefits, including vocational training. The next largest current ex
pense for benefits is for public assistance grants to States. Current 
expenses for agriculture consist of losses realized in disposition of 
commodities acquired under price support programs, payment for the 
removal of surplus commodities, administrative expenses of loan 
programs and other aids to farmers.

E X P E N D IT U R E S  FOR C IV IL  B E N E F IT S

[Fiscal years. In millions]

1951
actual

1952
actual

1953
actual

1954
actual

1955
estimated

1956
estimated

Federal assets (loans, construction, major 
equipment, and additions to commodity 
inventories)........................... ................... . $1,771 $2,905 $4,672 $2,840 $3,323 $2,013

Long-range development:
State, local, and private assets (roads, 

airports, schools, and soil conserva
tion)........................................................ 961 1,023 1,124 1,022 1,131 1,302

Expenditures for education, training, 
health, and research and develop
ment....................................................... 1,178 566 602 586 667 754

Current expenses for aids and services:
Agriculture.......................................... . . . 905 463 305 540 995 750
Business:

Post Office.................. .................... 521 670 624 307 267 i 15
Other........................... .................. . . 288 371 310 341 483 522

Labor.................................................. ....... 203 209 215 216 272 348
Home owners and tenants..................... -160 —129 -123 -116 -9 2 -4 8
Veterans............. ..................................... 4,515 4,710 4,178 4,185 4,347 4,536
Public assistance...................................... 1,186 1,178 1,330 1,438 1,445 1,420
Other aids.......................... ................... 141 186 176 209 420 371

Total................................................. 11,509 12,153 13,413 11,570 13,259 11,984

1 Based on proposed increases in postal rates and postal pay.

Most of the postal deficit for 1954 and 1955 has been included among 
benefits to private business since the Post Office Department's analysis 
shows that it arises principally from inadequate second- and third-
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MESSAGE OF THE PRESIDENT m 23

class mail rates. The proposed rate increase will practically absorb 
the postal deficit in 1956.

Expenditures for protection, as shown in the next table, likewise 
include the acquisition of Federal assets, of varying degrees of perma
nent value, from airbases to aircraft, tanks, trucks, and bombs. Such 
expenditures also include long-range development, and current 
expenses. The last mentioned is primarily the cost of military pay 
and operations. Protection also includes a substantial amount of 
military equipment and economic and technical assistance furnished 
under the mutual security program, of which a significant amount 
goes to Korea and other Far Eastern countries.

EXPENDITURES FOR PROTECTION 

[Fiscal years. In millions]

1951
actual

1952
actual

1953
actual

1954
actual

1955
estimated

1956
estimated

Federal assets (construction, plant and
major equipment, and stockpiling).........

Long-range development (research and 
development)__________________________

$6,099

915

15,293 

3,320

$15,059

1,285

27,505

2,154

$21,438 

1,617

27,219 : 

1,705

$19,914 

1,616

24,994

1,339

$16, 762 

1,546

22,336

1,029

$16,934 

1,649

23,625 

1,017 

-1,750

Current expenses (military pay, opera
tions, maintenance, administration, and 
military aid abroad)___________________

Current expenses of economic assistance 
abroad________________________ _______

Unallocated reduction in estimates (De
partment of Defense)___________________

Total....................................................... 25,626 46,002 51,979 47,863 41,673 41,475

Further details on this classification of net budget expenditures 
are shown in special analysis D, page 1153.

Controllability of expenditures.—The preceding analysis has indi
cated the broad purposes of expenditures. It is important that we 
also consider our budget from another point of view. About one- 
fourth of the total expenditures can be classified as permitting little 
or no administrative discretion through the budget process. The 
level of these expenditures depends upon the provisions of the legis
lation which authorized the programs and on other factors independent 
of Executive control.

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

1956



m24 MESSAGE OF THE PRESIDENT

SUMMARY OFvNET' BUDGET EXPENDITURES INDICATING 
CONTROLLABILITY

[Fiscal years. In millions]

Description 1953
actual

1954
actual

1955
estimated

1956
estimated

Major national security programs. _____________ _____ $50,274 $46, 522 $40,644 $40,458

Major programs not readily subject to administrative 
discretion through the budget process:

Veterans’ compensation, pensions, and selected 
benefit programs______________________ ________ ____ 3,383 

26
3, 297 

82
3, 512 

131
3,680

150Veterans’ unemployment compensation__________  .
Grants to States for public assistance_______________ 1,330 1, 438

35

1, 445 1,420
Payment to railroad retirement fund for military 

service credits___________________________ _____ 33
Agricultural price support (Commodity Credit 

Corporation)______________________________________ 1,943
82

1, 526 2,159 
113

i 1,142 
180 
212

Removal of surplus agricultural commodities_______ 178
Conservation of agricultural land resources______ 273 171 190
Federal-aid highway grants_________________________ 509 531 600 680
Grants to States for unemployment compensation 

and employment service administration____ ____ 202 203 195 245
Payment to the unemployment trust fund_________ 64 87
Claims and relief acts________________________________ 129 213 163 250
Payments to Federal employees’ retirement funds— 
Unemployment compensation for Federal em

ployees______________________________________ _____

321 31 30

33

217

40
Legislative and the Judiciary________________________ 88 87 102 116
Interest_______________________________________________ 6, 583 6,470 6,558 6,378

Total............................................... ............... ........... ........... 14, 902 14, 262 15, 295 14,797

All other______________________________________________ 9, 098 6,988 7, 565 7,153

Total budget expenditures________________________ 74, 274 67, 772 63,504 62, 408

1 For comparability with prior years, includes expenditures (127 million dollars) from appropriations to 
reimburse Commodity Credit Corporation.

For example, interest depends upon the size of the public debt and 
the interest rates. Expenditures for veterans’ benefits depend upon 
the benefit rates and the number of eligible veterans. Expenditures 
for agricultural price supports are affected by such factors as the 
weather, the level of world prices, and the ability of foreign purchasers 
to pay dollars. Grants to States are made under formulas fixed in 
legislation and vary with State participation and general economic 
conditions. Expenditures for relatively uncontrollable programs will 
be 14.8 billion dollars in the fiscal year 1956. This will be 498 million 
dollars less than in 1955. Increases for grants under the Federal-Aid 
Highway Act of 1954, veterans’ benefits, payment of claims, and re
sumption of the Government’s contribution to the civil service retire
ment and disability fund are more than offset by the decreases expected 
for agricultural price supports and interest on the public debt.
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Expenditures for major national security programs will decline 186 
million dollars in the fiscal year 1956. All other Government expend
itures are estimated to decline 412 million dollars. Although these 
latter expenditures are only 11 percent of the total, they include the 
great majority of the individual appropriation items in the budget. 
Between the fiscal years 1953 and 1956, these expenditures are esti
mated to be reduced by 1.9 billion dollars. Included in this total are 
expenditures for international affairs and finance, and for most of the 
regular operations of the Government such as enforcing laws, collecting 
taxes, promoting health, postal service, and civil public works.

Major trust funds.—The budget receipts and expenditures which I 
have so far discussed reflect only transactions of funds which belong 
to the Federal Government. In addition, the Federal Government 
engages in extensive transactions with funds which it does not own 
but holds in trust for others. The following table summarizes the 
receipts, expenditures, and balances for the major trust funds. 
These include the trust funds for veterans’ life insurance, old-age 
and survivors’ insurance, railroad retirement, Federal employees 
retirement, and unemployment compensation. The total receipts 
and expenditures of the many smaller trust funds which are not in
cluded in the table have amounted to about one-half billion dollars 
annually in recent years.

SUMMARY OF RECEIPTS, EXPENDITURES, AND BALANCES OF MAJOR
TRUST FUNDS

(Fiscal years. In millions)

1954 actual 1955 estimated 1956 estimated

Balance in funds at start of year____ __________________________ $43, 057 
8,698 
6,832 

44, 924

$44,924 
9,343 
7,819

46, 449

$46, 449 
10,882 
8,245 

49,087

Receipts ___________ ___________ _______ __________  . _______
E xpenditures______________ ___________ __________ _____________
Balance in funds at close of year

The accumulated balances of these funds will increase substantially 
from 43.1 billion dollars at the beginning of the fiscal year 1954 to an 
estimated 49.1 billion dollars at the close of 1956. Most of these 
balances are invested in special issues of United States Government 
securities. Receipts of these trust funds include interest on such 
investments, payroll taxes paid by employers and employees, and 
premiums paid by veterans for life insurance. Expenditures are 
primarily for the payment of benefits. Additional information on 
these funds can be found in part III of the budget document.
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Receipts from and payments to the public.—Transactions of trust 
funds and Federal funds are consolidated to show the total of the 
Federal Government’s receipts from and payments to the public. 
This statement shows the total flow of funds for the year and is one 
measure of the inflationary or deflationary impact of Federal fiscal 
transactions on the national economy; it is not a substitute for the 
regular budget statements. Details on receipts from and payments 
to the public are given in special analysis A, on page 1131.

RECEIPTS FROM AND PAYMENTS TO THE PUBLIC, EXCLUDING BORROWING

[Fiscal years. Injtnillions]

1954
actual

1955
estimated

1956
estimated

Cash receipts from the public..................................... ................... $71,636
71,868

$66,649
69,026

$68,793 
68,235Cash payments to the public.............. .......... .................................

Excess of cash receipts............................................  ........ 558
Excess of cash payments............................................ ........ 232 2,377

MAJOR NATIONAL SECURITY

The major national security category of the budget includes not only 
the military functions of the Department of Defense, but also the 
development of atomic energy, the stockpiling of strategic and critical 
materials, and the portions of the mutual security program which 
consist of military assistance and direct forces support to other free 
nations. These four major programs are the basic elements of our 
national security. Other programs with smaller totals and relating to 
activities which are not so exclusively defense are included under other 
classifications of the budget. For example, the commerce and man
power section includes the Coast Guard, merchant marine, the Selec
tive Service System, civil defense, aeronautical research, and promotion 
of defense production.

Expenditures for major national security programs in the fiscal year
1956 are estimated at 40.5 billion dollars. This total is 186 million 
dollars below that for 1955, and 6.1 billion dollars below the actual 1954 
amount. Recommended new authority to incur obligations is greater 
than for 1955 but less than for 1954. After the cessation of combat 
operations in Korea, we were able to reduce our 1955 military appro
priations because the unobligated balances available were greater than 
required and the large stocks of supplies on hand permitted the military 
services to “live off the shelf” to a large degree without replacing the 
items consumed.
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Recommendations in this budget for our major national security 
programs are based on the same philosophy which I recommended and 
the Congress adopted for the fiscal years 1954 and 1955. I then pro
posed that we should plan and finance our national security program 
on a long-term basis that would maintain essential military strength 
over an indefinite period of time without impairing the basic soundness 
of the United States economy. This budget continues the concept of 
no assumed fixed date of maximum danger. Any other concept would 
lead to an inevitable let-down in strength and produce peaks and 
valleys in our defense spending and production.

It  is essential that we, together with other nations o f the free world, 
maintain a level o f military strength which will effectively discourage 
any would-be aggressor from  attacking. W e cannot accept less. The 
effectiveness of our power to deter rests principally upon our capabil
ity  to retaliate swiftly and decisively and upon our ability to defend 
ourselves against attack. The advent of nuclear weapons has pro
foundly affected our concepts o f military strategy and tactics as well 
as our national security policies. Such weapons m ultiply many fold 
the striking power of any military force. This budget, therefore, con
tinues the emphasis on the development and maintenance of effective 
nuclear-air retaliatory power of the Air Force and Naval aviation as 
the principal deterrent to military aggression. Such power is being 
supplemented by  other military forces of great strength, flexibility, 
and m obility and b y  the forces of our allies.

In  order to safeguard our striking power and resources, we are giving 
continued high priority to the accelerated developm ent of continental 
defense programs.

Priority is also being given to the development and introduction into 
operating units o f new weapons and techniques adapted to the radi
cally changed conditions imposed by  the potential of nuclear warfare. 
This budget also provides for continued improvement in mobilization 
reserve stocks and for the cost o f expanding and strengthening our 
military manpower reserves as outlined in m y special message on this 
subject.

The com plexity of modern military equipment and the revolution 
in military concepts in this atomic age put an extra premium upon 
m ilitary leadership, skill, and training. Unfortunately, much of our 
investment in developing trained manpower is being lost, as too m any 
servicemen are rejecting a military career for the attractions they 
expect from  civilian life. M y  legislative proposals to meet these 
problems were set forth in m y special message on military pay and 
incentives, and funds for them are provided in this budget.
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M A J O R  N A T IO N A L  S E C U R IT Y  

[Fiscal years. In millions]

Budget expenditures (net)

Item
1950

actual
1953

actual
1954

actual i
1955

estimated
1956

estimated

Direction and coordination of defense________________
Other central defense activities....................... ...................
Army defense activities____________________ _______ _
N avy defense activities.._____________________________
Air Force defense activities_______________ _______ ____
Proposed legislation........................................................

$10 
199 

3,983 
4,100 
3,600

$15 
394 

16,242 
11,874 
15,085

$12 
452 

12,910 
11, 293 
15,668

$12 
488 

8,900 
9, 775 

15, 200

$12 
588 

8,850 
9,700 

15,600 
1,000 

-1 ,7 5 0Unallocated reduction in estimates. _______ _________

Subtotal, Department of Defense...................... .

Development and control of atomic energy, present
program........................................ ............... ......... ............. .

Proposed legislation. .................................... ............. ...

11,892 43,610 40,336 34,375 34,000

550 1, 791 1,895 2,050 1,910
90

Strategic and critical materials....................................... __

Mutual security (military):
Military assistance, present program............. .........

Proposed legislation................... ................... .........

438 919 651 994 783

130 3,954 3,629 2,675 2,875
200
500
100

Direct forces support, present program__________
Proposed legislation............... ........................... .

12 550

Subtotal, military assistance and support-- 

Total budget expenditures........ .......... ....... ............

130 3,954 3,641 3,225 3,675

13,010 50,274 46, 522 40,644 40,458

Item

New obligational authority

1950
actual

1953
actual

1954
actual

1955
esti

mated

1956
recom

mended

Direction and coordination of defense_____ ______ ____
Other central defense activities-----------------------------------
Army defense activities_______________________________
Navy defense activities_______________________________
Air Force defense activities.------- ---------------------------- . .
Proposed legislation _ _ .

$11
180 

4,392 
4,359 
5, 428

$15 
540 

15, 221 
12, 689 
20, 451

$13 
778 

12, 777 
9, 612 

11,411

$13 
645 

7, 788 
10, 272 
12,065

$13 
627 

7,303 
8,937 

14, 536 
2,983

-1 ,5 0 0
Reduction through transfers of prior year appro

priations_____________________________  ____________  -

Subtotal, Department of Defense----------------------

Development and control of atomic energy............. .. _

Strategic and critical materials........................................ -

Mutual security (military):
Military assistance, present program......................

Proposed legislation________________________

14,370 48, 916 34,590 30, 783 32,899

839 4,152 1,118 1,284 1,292

425 134 380 522

1,359 4,096 3,192 1,144
1,400

Direct forces support, present program________ __ 570 795
Proposed legislation________________________ 630

Subtotal, military assistance and support.- 

Total new obligational authority..............................

1,359 4,096 3,763 1,939 2,030

16, 993 57,298 39,471 34,386 36,742
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Department of Dejense.— To maintain a strong military posture and 
assure that our national security policy will adequately support our 
foreign policy, our military planning must be kept flexible and 
dynamic. The structure of our military forces must be subjected 
to continuing review and adjusted to reflect the rapid technological 
advances of this nuclear and electronic age. A year ago, I approved 
a long-range plan for our military forces upon which the fiscal year
1955 budget was based. Recent reviews of our plans and policies 
have resulted in reaffirmation of most of the elements of this long- 
range plan, but with some changes in timing. Our current military 
plans, in turn, will be subjected to continuing review so that they—  
as well as our military equipment— will be kept up-to-date. It is 
important that we do not attempt to fix our minds or plans upon any 
particular set of numbers, for today’s technological changes may make 
yesterday’s numbers and concepts obsolete.

In my judgment, the military forces and programs upon which this 
budget is based are accurately adjusted to the national needs.

Under our current plans, the number of military personnel is sched
uled to be reduced from the present level of approximately 3.2 million 
to about 3 millionJbyJJune^30,f1955, and t̂o something over 2.8 million 
by June 30, 1956, for an average of approximately 2.9 million per
sonnel during the fiscal year 1956, compared with an average of 3.2 
million during the fiscal year 1955. Within this figure, however, the 
Air Force personnel strength will be somewhat increased.

The cessation of hostilities and the buildup of the Republic of 
Korea forces have permitted us to withdraw five United States ground 
divisions from the Far East. We have thus increased the number of 
divisions in a central reserve of forces which can be deployed where 
and when needed. In addition, l){ Marine divisions will be with
drawn from the Far East in the near future, so that their capability 
as a highly trained, combat-ready, amphibious force may be available 
as part of the central reserve. United States military forces will be 
maintained at appropriate levels in the Far East, with emphasis on 
highly mobile naval and air units of unparalleled striking power.
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The Army has devoted considerable effort to assessing the changes 
in Army organization and doctrine required to meet the conditions of 
the atomic battlefield. These studies are continuing, and it appears 
that the Army of the future will be organized into smaller, but more 
mobile and self-contained, units with greater fire power. The Navy 
will operate approximately 1,000 active ships— including 400 warships. 
The number of carrier air groups is to be increased from the present 
16 to 17, and an additional attack carrier equipped with modern air
craft will be added to the fleet. The Navy will continue to maintain 
15 antisubmarine warfare squadrons. The Marine Corps will main
tain 3 combat-ready divisions and 3 air wings. The current level of 
approximately 10,000 Naval and Marine operating aircraft will be 
maintained. The Air Force is continuing its buildup toward a goal 
of 137 wings, and expects to have 130 wings in being by June 30, 
1956— 119 of which will be combat wings. The major units of all 
services will be supplemented by appropriate combat support units. 
All the services will continue their efforts to increase the proportion 
of military personnel assigned to combat units.

About two-thirds of the projected Department of Defense expendi
tures in the fiscal year 1956 will be devoted to air power and related 
programs— both offensive and defensive. Expenditures for these 
programs will be the largest in our peacetime history. The active 
aircraft inventory in combat and supporting units of the Air Force, 
Navy, and Marine air forces will increase from over 34,000 on June 
30, 1954, to 36,000 on June 30, 1956, and will continue to increase in 
succeeding years toward the present objective of close to 40,000 air
craft. In addition, the Army will maintain 3,600 active aircraft, 
with more than a 20 percent increase during the next 2 years in the 
number of helicopters. The growth in our effective air power is far 
greater than these numbers indicate, for our aircraft continue to in
crease in size, speed, range, and striking power.

By the end of the fiscal year 1956, the total number of aircraft 
in combat units of the Air Force, Navy, and Marine Corps will be 
approximately one-fourth greater than at the beginning of the current 
fiscal year. The number of jet aircraft in such units will increase 
by more than one-third during the same period. The increasing 
modernization of our air power is shown by the fact that by June 30, 
1956, the Air Force combat units will be almost 100 percent jet 
equipped. The proportion of jets in the combat units of the Marines 
and Navy will increase by approximately 15 percent over the begin
ning of the current fiscal year.

During the past year, continuing improvements have been made in 
the management and operations of the Department of Defense. The
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stock-fund principle, which has been applied in the Navy over a 
period of years, is now being broadly adopted by the Army and is 
being initiated in the Air Force. Stock funds have been extended to 
include 9.3 billion dollars in inventories. Major savings— particularly 
in the Army— are resulting from the extension of such property 
accounting and other businesslike management techniques. The Army 
is now beginning to account for its supplies in terms of dollar value, and 
is relating its needs and purchases to its inventories. Largely as a 
result of the Army’s more efficient administration of the supplies and 
financial assets in its stock fund account, operating stocks are being 
reduced to lower but better-balanced levels. In addition, military 
installations with 1.6 billion dollars of annual transactions have been 
put on a businesslike basis through the use of industrial funds.

Military functions of the Department of Defense will require 
32.9 billion dollars of new authority to incur obligations in the fiscal 
year 1956, including proposed legislation. The gross requirements to 
finance proposed legislation total 3 billion dollars, but I am recom
mending that 1.5 billion dollars of this be met with currently available 
funds which can be transferred as a result of actual and prospective 
savings and adjustments by the Department of Defense.

Total expenditures for military functions of the Department of 
Defense will be greater than the new obligational authority required. 
Expenditures have been estimated at 34 billion dollars despite the fact 
that the present estimates for the many individual Department of 
Defense programs add to a total of 35.75 billion dollars. The success 
of the Secretary of Defense to date in introducing improvements in 
planning and increased efficiency in operations leads him to believe 
that he will find more opportunities for savings and economies. It is 
not feasible for the Secretary to predict at this time what the possible 
savings, slippages, and program adjustments will be in each category 
of military expenditures but he expects that total expenditures 
will not exceed 34 billion dollars. Consequently, the anticipated 
savings and adjustments are shown as an unallocated reduction of 
1.75 billion dollars, about 5 percent of the total estimated expenditures 
of the Department of Defense.

The estimated 34 billion dollars of expenditures for the fiscal year 
1956 includes 1 billion dollars for proposed legislation. The total esti
mate is 375 million dollars lower than the current estimate of expendi
tures for the fiscal year 1955 and 6.3 billion dollars below expenditures 
in the fiscal year 1954.
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D E P A R T M E N T  O F  D E F E N S E  C O S T S  B Y  M A J O R  C A T E G O R IE S  

[Fiscal years. In millions]

Cost category

Budget expenditures Recom
mended 

new obli
gational 

authority 
for 1956

1953
actual

1954
actual

1955
esti

mated

1956
esti

mated

Military personnel__________ ________________
Operation and maintenance_____________________
Major procurement and production_____________ _

Aircraft_______________  ______________________ _

$11,556 
10,379 

(17,123) 
7,416 
1,191 
8,516 
1,913 

522 
1,412 

759 
-5 4

$10,961 
9,356 

(15,958) 
8,334 
1,090 
6, 534 
1,706 

584 
1,385 

771 
-384

$10,245 
7,869 

(12, 627) 
7, 557 

888 
4,182 
1,418 

705 
1,307 

719 
-5 1 5

$10,295 
8,576 

(12,718) 
7, 550 

999 
4,169 
1,749 

927 
1,369 

793 
-6 7 7  

-1 ,7 5 0

$10,612 
9,184 

(9,524) 
6,064 
1,317 
2,143 
1,914 
1,037 
1,370 

758

Ships______________________________________________
Other_____________________________  . . . ___ _ _

Military public works_____ _________ _________
Reserve components___________________________
Research and development___ ___ ______________
Establishment-wide activities------------------------- _ _
Working capital (revolving) funds___ _ ______
Unallocated reduction in estimates______ _______
Reduction through transfers of prior year appropria

tions__________ _______________ ______ -1 ,5 0 0

Total_______________  _ _________________________ 43,610 40,336 34,375 34,000 32,899

Military personnel costs, which include the compensation of military 
personnel, family allowances, subsistence, clothing, and permanent- 
change-of-station transportation, will be approximately the same in 
1956 as during the current fiscal year but about 6 percent below the 
fiscal year 1954. Although the number of military personnel is 
scheduled to decrease during the fiscal year 1956, the resulting 
decrease in expenditures will be more than offset by the added costs 
of the pay increase and other benefits proposed in my special message. 
I am again recommending legislation to provide medical care for 
dependents of members of our Armed Forces in both military and 
civilian medical facilities. Funds are included in this budget for this 
proposal. I will also recommend an extension of the Dependents 
Assistance Act and funds are included in this budget to cover these 
costs.

Continuing improvements in organization and management of the 
Department of Defense have resulted in significant savings in the 
costs of operating and maintaining posts, stations, airbases, aircraft, 
ships, and other military equipment during the past 2 years. The 
planned reduction in numbers of military personnel will permit further 
savings through appropriate reductions in the number of supporting 
establishments. Nevertheless, total expenditures for operation and 
maintenance will be greater in the coming fiscal year than during the 
fiscal year 1955, since the cost reductions will be more than offset 
by the increasing costs of operating and maintaining the modern.
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equipment being provided for our forces, and for operating our 
expanding system of continental defense in which all services 
participate.

Major strides have been made during the past year in expanding 
the system for defense of continental United States against possible 
enemy attack. NIKE guided-missile battalions are rapidly being 
installed for the defense of key potential targets. A separate Con
tinental Air Defense Command, reporting directly to the Joint 
Chiefs of Staff, has been established. It has operational control over 
continental defense forces, including (1) Air Force fighter interceptors 
and aircraft control and warning networks, (2) Army anti-aircraft and 
guided missile battalions, (3) Navy radar picket ships and air units in 
the contiguous radar system, and (4) additional forces from other Air 
Force, Navy, Marine Corps, and Air National Guard fighter and radar 
units when made available for air defense. Our radar screen is being 
expanded and existing gaps in coverage are being filled. Our Air 
Defense forces, as well as the Strategic Air Command and Naval air 
power, are being kept on an alert basis. A surprise enemy attack 
would find us with increasing readiness to resist attack and retaliate 
with devastating effect. These measures inevitably lead to increased 
operating costs for continental defense, which are now higher than 
ever before in our history and are still rising.

Expenditures for procurement and production of major items of 
equipment will continue at approximately the same level as during 
the current fiscal year and will constitute more than one-third of the 
total projected expenditures of the Department of Defense. Pro
curement of aircraft and guided missiles will continue at the same 
level as during the current year and will account for two-thirds of 
total major procurement expenditures. Shipbuilding expenditures 
will increase over the current fiscal year. This budget provides for 
an increased number of new shipbuilding starts. This continues the 
program I recommended in the 1955 budget to cope with the problem 
of “block obsolescence” of the fleet, which was largely built during 
World War II. Included in the proposed shipbuilding program for 
the fiscal year 1956 is a fifth carrier of the Forrestal class.

Appropriations enacted in prior years have permitted us to build our 
mobilization stocks of key military items to greater levels than ever 
before accumulated except in time of war. My recommendations in 
this budget will permit us to continue the accumulation of reserves of 
selected types of materiel. They also provide for our operating needs 
for newer weapons and equipment. As has been the policy of this 
administration in the past, maximum feasible reliance will also be 
placed upon keeping military production facilities in operation rather 
than on accumulating even larger reserve stocks of end-items.
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Military construction expenditures during the fiscal year 1956 are 
expected to increase substantially over the 1955 level, reflecting prog
ress in all Services on construction of bases. A substantial portion 
of the military public works projects proposed to be undertaken 
during the fiscal year 1956 are related to the continental defense 
program. In addition, this budget provides for essential increments 
to overseas construction programs now nearing completion and for 
rounding out the facilities needed for the approved military force 
levels. The program includes a portion of the family housing greatly 
needed at military installations. Limited provision is also made for 
replacing a small portion of substandard World War II construction 
which has passed the point of economical maintenance and operation.

In my special message I recommended urgently needed legislation 
to create a more effective military reserve. Expenditures for the 
reserve components are expected to increase markedly during the 
fiscal year 1956 as a result of this legislation. Reservists in drill pay 
status are estimated to increase from 697,000 as of June 30, 1954, to 
about 857,000 at the end of the current fiscal year and a little over 
1,000,000 at the end of the fiscal year 1956. In addition, under the 
terms of the proposed new program, there will be approximately
50,000 reservists in drill pay status who will have completed 6 months’ 
active duty training by the end of the fiscal year 1956.

This budget also provides for continuation of the present high level 
of research and development in the Department of Defense. Major 
emphasis is being placed on developments which will more effectively 
utilize nuclear energy in military operations. New equipment and 
techniques are being developed to provide the mobility needed to 
meet the changed requirements of nuclear warfare. We shall continue 
to concentrate on those programs which show the greatest promise of 
providing reliable new weapons and significant improvements in both 
our offensive and defensive capabilities under the conditions of modern 
warfare. It is my belief that increased returns in military research 
and development can best come from maintaining a stable high level 
program. Although this level of program utilizes, either through direct 
employment or on a contractual basis, about one-half the research 
scientists and engineers in the United States, it also permits a high 
level of nonmilitary research and development essential to an expand
ing economy.

Civil defense.— Civil defense is also an integral part of the overall 
program for defense of the continental United States against enemy 
attack. Although the major part of continental defense is in the mili
tary budget, expenditures by the Federal Civil Defense Administra
tion are classified in the commerce and manpower section together 
with those for dealing with peacetime disasters.
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The concept of civil defense adopted last year takes account of the 
destructive threat of modern weapons and places emphasis on im
proved warning of impending attack, to allow time for evacuation of 
potential target cities. Since this policy was announced, the Federal 
Civil Defense Administration has developed its plans more fully and 
individual cities have tested mass evacuation. I cannot stress too 
much that civil defense will succeed or fail in proportion to the willing
ness of American communities to meet the peril. The Federal Gov
ernment is developing cooperative methods with State governors, 
mayors, and voluntary citizen groups, as well as among Federal 
agencies, in building the civil defense organization. In accordance 
with the Federal Civil Defense Act of 1950, the primary responsi
bility for civil defense rests with the States and their political subdivi
sions.

Development and control oj atomic energy.— It is our purpose, working 
in concert with other nations, to banish the threat of atomic warfare 
which now confronts the world. Progress is being made toward estab
lishing an international agency for cooperation in developing the peace
ful uses of atomic energy, as I proposed to the United Nations on 
December 8, 1953. The budget of the Atomic Energy Commission 
for the fiscal year 1956 provides for greater expenditures than ever 
before on projects to develop peaceful applications of atomic energy. 
We shall continue unabated our efforts to assure that this great force 
will be used, not for war, but for the well-being of all mankind. Until 
such assurance can be achieved, however, we have no alternative but 
to strengthen further our most effective deterrent to armed aggres
sion—the power of our nuclear weapons stockpile.

Despite a growing program, I am recommending for 1956 only a 
slight increase over 1955 in new authority to incur obligations because 
of the availability of large unobligated balances, due partly to savings 
in construction costs. Total expenditures in the fiscal year 1956 are 
estimated at 2 billion dollars, 50 million dollars less than in 1955.

Operating expenditures will rise in the fiscal year 1956 to the highest 
rate yet attained. They will increase from 1.2 billion dollars in
1955 to 1.5 billion dollars in 1956 principally because of an expected 
higher level of procurement of raw uranium ores and concentrates and 
because of greater production at the Commission's plants as new 
facilities are completed and placed in operation. The estimates as
sume continuing reductions in unit production costs.

Capital expenditures in the fiscal year 1956 will drop considerably 
as the large new production plants authorized in prior years approach 
completion. Recommended new construction will include: (1) plant 
improvements and other facilities to increase the efficiency and capac
ity of the production complex, (2) certain weapons research facilities,
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(3) a medical research center, (4) an international training school in 
reactor technology, and (5) developmental atomic reactor projects.

The national effort to develop industrial atomic power for peace
time uses will go forward with increased vigor. The Atomic Energy 
Act of 1954 makes possible substantial private activity and invest
ment in the constructive applications of atomic energy. Construc
tion of one large atomic powerplant jointly financed by the Govern
ment and industry is already underway. As I stated in my message 
of February 17, 1954, to the Congress, “It is essential that this pro
gram so proceed that this new industry will develop self-reliance and 
self-sufficiency.” Accordingly, it is expected that industry will finance 
an increasingly larger share of the total national effort in developing 
power reactor technology. However, to speed progress in getting the 
new technology established, the Atomic Energy Commission in 1956 
will expand substantially its program to develop industrial power 
reactors. Construction of several experimental reactors will be 
started in 1955 and 1956. Of these, one of the most significant is a 
power breeder, designed to produce more fissionable material than it 
consumes. Nearly 15 million dollars is included in the budget for 
this project.

Effective progress in military propulsion reactors will continue. 
The launching in 1954 of the first atomic submarine, the U. S. S. 
Nautilus, will be followed by the launching in 1955 of the U. S. S. 
Sea Wolf, an atomic submarine of different design. In addition, two 
atomic-powered attack type submarines have been financed by 
Department of Defense appropriations in the fiscal year 1955. My  
recommendations for the Department for 1956 include additional 
submarines of this type. In 1956/development work will proceed 
on improved types of submarine reactors, and on a reactor to power 
larger naval vessels. The Atomic Energy Commission and the 
Department of Defense will expand and accelerate research on atomic 
powered aircraft, and will continue development work on small trans
portable power reactors for military use.

The basic— as distinct from applied—research which is fundamental 
to progress in all aspects of nuclear energy will be pursued energetically 
and will entail somewhat higher expenditures in 1956, both in the 
Commission’s own laboratories and through support of research in 
universities and other institutions.

I again recommend that the Congress approve legislation to allow 
the residents of Oak Ridge, Tennessee, and Richland, Washington, to 
purchase their homes and establish self-government, thus taking the 
Federal Government out of the business of owning and governing 
these communities.
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Stockpiling of strategic and critical materials.—A new long-term 
stockpile level has been established to provide an additional measure of 
security over and above the minimum goals. Procurement of the 
additional minerals will generally be limited to instances where 
purchases at favorable prices will serve both to meet the long-term 
stockpile objectives and to maintain essential domestic production, 
as in the case of lead and zinc in the past 6 months.

Preliminary reviews of 50 minerals indicate that the new policy may 
eventually increase the inventories of materials by 3.3 billion dollars 
above the 6.5 billion dollars of minimum objectives. By the end of the 
fiscal year 1956, about 5.1 billion dollars of materials within the 
minimum objectives, and an additional 1.2 billion dollars toward the 
long-term objectives will be in inventory, compared with June 1954 
levels of 3.8 billion dollars and 700 million dollars, respectively. In 
considerable measure, this progress is made possible under the 
Defense Production Act, discussed in the commerce and manpower 
section of this message.

Mutual security program.— Military assistance and direct forces 
support help other free nations to train and equip the modern armed 
forces which are necessary for our security as well as their own. 
Such assistance is an integral part of our own national security 
program for it helps to create, in crucial areas of the free world, essen
tial military strength which bolsters our own forces. Because our 
allies generally provide the major portion of the costs of maintaining 
the forces, this strength is being created at a relatively low cost to the 
United States taxpayer.

The military assistance and direct forces support programs are two 
parts of an integrated mutual security program which in its entirety 
is designed to provide other nations with the margin of outside 
assistance which they need to develop and maintain their political, 
military, and economic strength, which is in our interest. Other parts 
of this program are discussed in the international affairs and finance 
section of this message. I shall submit to the Congress proposals for 
necessary changes in the Mutual Security Act. These will include 
my specific requests for authorization of appropriations for the fiscal 
year 1956. Total expenditures for mutual security are estimated at 
4.7 billion dollars in the fiscal year 1956, including the provisions for 
a program in Asia. Recommended new authority to incur obli
gations is 3.5 billion dollars.

Organization for mutual security operations.—The organizational ar
rangements to carry on the mutual security program beyond the pres
ent fiscal year are now under careful study and I shall in the near future 
present to the Congress my recommendations regarding them.

310000— 55--------iv
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MUTUAL SECURITY PROGRAM, MILITARY AND ECONOMIC

IFiscal years. In millions]

Expenditures Recom
mended new 
obligational 

authority 
for 1956

1954 ac
tual

1955 esti
mated

1956 esti
mated

Military:
Military assistance:

Present programs....................... ........................................... $3,629 $2,675 $2,875 
200

500
100

725
300

Proposed legislation____ ______________________ ______ $1,400
Direct forces support:

Present programs______________________ ____________ _ 12 550
Proposed legislation____________ _____________________ 630

Nonmilitary:
Present programs............. ............... .. . _ __ __ ______ 1,241 1,075
Proposed legislation_________________ ______ ______________ 1,500

Total:
Present programs__________________________________ 4,882 4,300 4,100

600Proposed legislation________________________________ * 3,530

* Compares with new obligational authority of 4,725 million dollars in 1954 and 2,781 million dollars in 1955.

Military assistance.— The mutual military assistance proposed for 
the fiscal year 1956 will further help our allies to complete equipping 
and training the equivalent of more than 180 divisions, 551 combat 
vessels, 278 air squadrons, and related supporting units. Our assist
ance goes only for forces determined to be essential by our Joint Chiefs 
of Staff. It provides only the critical margin of training and equip
ment which the countries cannot provide for themselves. During the 
past 5 years we have delivered over 6,000 airplanes, almost 900 naval 
vessels of all types, 36,000 tanks and combat vehicles, nearly 200,000 
transport vehicles, billions of rounds of ammunition, and many other 
items. Furthermore, specialized training courses have been con
ducted for officers and technicians from 32 countries.

Expenditures for military assistance in the fiscal year 1956 are esti
mated at 3.1 billion dollars as compared with 3.6 billion dollars in the 
fiscal year 1954, and an estimated 2.7 billion dollars in 1955. The 
decline in estimated expenditures from 1954 to 1955, and the subse
quent increase projected for 1956, do not accurately reflect the probable 
rates of delivery of equipment to our allies during 1956. Actual deliv
eries are expected to continue in the fiscal years 1955 and 1956 at. around 
the 3-billion dollar level which was attained in the fiscal year 1954. 
The fluctuations in expenditure estimates are due to a change in the 
method of financing wherein the Department of Defense finances the 
production of common type materiel, pending delivery to the mutual 
security program and subsequent reimbursement of Department of 
Defense appropriations.
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Much of our mutual military assistance continues to strengthen our 
allies in the North Atlantic Treaty Organization, and I hope that we 
may soon begin furnishing certain items of military equipment which 
will be needed by the new German forces. To the extent that this 
materiel cannot be financed by the Federal Republic of Germany from 
its own resources, it will be financed from appropriations made for the 
mutual security program. The continuing growth of economic 
strength in Europe and completion of the financing of much of the 
capital equipment which was required for the initial rapid military 
buildup will make it possible to reduce military assistance for this 
area in the immediate future below the level of the last few years.

The military assistance program proposed for the fiscal year 1956 will 
include aid to Korea which, in previous years, was financed from 
regular Department of Defense appropriations. We are also proposing 
the continuation of assistance designed to strengthen further the 
defenses of Formosa, Japan, and certain other countries in Asia which 
are presently receiving military assistance.

Expenditures in the fiscal year 1956 will be largely from appropria
tions made in previous years. At the same time, however, new 
authority of 1.4 billion dollars, which I am recommending, is needed 
to incur obligations in the fiscal year 1956 to finance in advance certain 
new requirements such as the Korean program.

Direct forces support—  The present Mutual Security Act distin
guishes between military equipment and those supporting items which 
are necessary to make the soldiers and weapons effective. These 
supporting items, commonly referred to as direct forces support, 
include gasoline, tires, uniforms, medicines, rations, and similar items 
which all military forces consume every day.

For the fiscal year 1956 I propose that direct forces support be 
provided to only a few selected countries. These countries, primarily 
in Asia, are ones where our mutual security requires the maintenance 
of active forces larger than those which these countries could support 
from their own resources. In the fiscal year 1956 direct forces support 
for the armed forces of the Republic of Korea, which was formerly 
provided for in the Department of Defense budget, will be covered 
for the first time by the mutual security program.

Direct forces support will continue to be a significant part of the 
mutual security program for so long as the security of the free world 
requires that large military forces be maintained in Asia and the 
Near East. I recommend 630 million dollars of new obligational 
authority under proposed legislation for this purpose. Expenditures 
for this program from existing appropriations and from the proposed 
legislation are estimated at 600 million dollars in the fiscal year 1956, 
as compared with 550 million dollars in the fiscal year 1955.
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INTERNATIONAL AFFAIRS AND FINANCE

During the past year the free world, despite some setbacks, has 
made heartening progress in building the strength and unity which 
are so important to our security. In this hemisphere, in Europe, Asia, 
and Africa, the free nations acted together to strengthen their de
fenses against international communism, to widen economic coopera
tion, and to settle long standing disputes which have undermined 
free world unity. In these developments the United States has played 
a vital role.

M y program for the coming year is designed to consolidate these 
gains and to make further progress. Particular emphasis will be laid 
on further strengthening the foreign service organization of the 
Department of State which carries the burden of foreign policy leader
ship and negotiations. We are likewise placing emphasis on revision 
of our several international programs to give appropriate attention to 
the important trouble spots around the world today.

My budget recommendations for international affairs and finance 
reflect a coordinated plan for the conduct of foreign affairs, for the 
expansion of trade and investment, for mutual security economic 
assistance, and for foreign information. Total net budget expendi
tures for the fiscal year 1956 are estimated at 1.3 billion dollars, as 
compared with 1.4 billion dollars for the current year.

Recommended new authority to incur obligations in the fiscal year 
1956 amounts to 1.9 billion dollars, 291 million dollars more than for 
1955. Major items of this increase in new obligational authority 
result from increased emphasis on defense support and development 
assistance in Asia and reimbursement of the Commodity Credit 
Corporation for emergency assistance in the form of commodities 
furnished in previous years.
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INTERNATIONAL AFFAIRS AND FINANCE

[Fiscal years. In millions]

Program or agency

Expenditures Recommended 
new obliga

tional 
authority 

for 1956
1954 ac

tual
1955 esti

mated
1956 esti

mated

Gross expenditures:
Economic and technical development:

International investment activities:
International Finance Corporation (proposed

legislation)______ ________ _________ ___________ $35 $35
Export-import Bank (including Reconstruc

tion Finance Corporation liquidation)_______ $534 $334 335
Investment guaranties_______________________ 4 6 7

Mutual security program (nonmilitary):
Defense support and development assistance...
Technical cooperation................................... ............. I
Refugee and other aid (contributions to inter \ 1,241 1,075 725

national agencies)______ ______________________ J
Proposed legislation____ ___________ ______ ______ 300 1,500

Civil assistance programs, Department of Defense.. 87 30 6 3
Emergency commodity assistance, Department of

Agriculture____________  ________________________ . . 74 124 177 i 79
Other assistance_______________________________ ______ 3 6 9 9
Other refugee activities (Department of State)______ 1 9 15 16

Foreign information and exchange activities:
United States Information Agency__________________ 71 77 86 88
Department of State. ________________________________ 20 18 21 22
Emergency fund for international affairs___ 4 1

Conduct of foreign affairs (Department of State and
other)_________ ______________________________ _________ 130 116 124 123

Total.................... .............. ............. ............................................. 2,166 1,800 1,841 a 1,876
Deduct applicable receipts:

Export-import Bank_____________________________________ 434 376 425
Reconstruction Finance Corporation_______________  __ 9
Investment guaranties _ . - - ____ _________ ________ 2 4 4
Commodity Credit Corporation. ........................ ............... 79

Net budget expenditures_____________________________ 1,720 1,420 1,332

1 Appropriation to reimburse the Commodity Credit Corporation for commodity assistance provided in 
previous years.

2 Compares with new obligational authority of $1,268 million in 1954 and $1,585 million in 1955,
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International investment activities.— In my recent special message on 
foreign economic policy, I made recommendations which will enable 
us to expand foreign trade and investment. As a further step in pro
viding capital to underdeveloped areas through stimulating private 
investment, the United States is participating with other members of 
the International Bank for Reconstruction and Development in work
ing out proposals for an International Finance Corporation. Such a 
corporation, although it could not purchase stock, could provide 
venture capital by making special types of loans without government 
guaranties to private enterprises in less developed countries. This 
budget includes 35 million dollars as the United States’ share of the 
corporation’s capital of 100 million dollars.

Moreover, in keeping with legislation approved last year, the 
Export-import Bank estimates an increase in direct loans and guar
anties of private loans from 460 million dollars in the fiscal year
1955 to 665 million dollars in 1956. It is expected that a significant 
part of this increase will consist of guaranties of private loans which 
are not included in gross budget expenditures. New direct loans are 
expected to be authorized in the amount of 403 million dollars. The 
collections on old loans, including lend-lease and postwar reconstruc
tion credits in Europe, will exceed disbursements against new direct 
loans, so that a net receipt of 90 million dollars to the Treasury is 
estimated in 1956.

Dejense support and development assistance.— We anticipate that the 
trade and investment policies outlined above, and the marked advance 
in economic strength of many foreign countries over the past 2 years, 
will increasingly enable us to confine direct Government assistance 
for defense support and economic development abroad generally to 
two types of situations, both of which are related intimately to our 
own future security.

In the first place, we will find it necessary for some time to provide 
defense support to certain countries which have undertaken a military 
effort beyond the capacity of their own economies to support. This 
defense support includes consumption goods and capital equipment 
to support the general economy, as contrasted with direct forces sup
port which provides assistance to the military forces of the country. 
In the second place, our national interest will require direct assistance 
to certain less developed countries where a rate of economic progress 
which would be impossible without such assistance is essential to 
their becoming and remaining strong and healthy members of the 
community of free nations capable of resisting Communist penetra
tion and subversion.
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Employment, production, and foreign exchange reserves in free 
European countries are generally increasing. Most of these countries 
can now strengthen their military establishments and at the same 
time improve their living standards without further United States 
defense support. In the fiscal year 1955, defense support has been 
limited to very few countries, and a similar situation is expected to 
prevail in 1956.

Latin America, an area with which we have well-established trade 
and investment relations, has a great need for capital for economic 
development. Nevertheless, if Latin American countries follow a 
policy of encouraging private investment, domestic and foreign, they 
should be able to continue to raise the capital needed for further 
economic growth. In those cases in which private or International 
Bank resources are not available or not appropriate for financing 
sound projects, the Export-import Bank will welcome applications 
for loans. The new International Finance Corporation, when 
organized, can also help provide capital. Grants in Latin America 
have been necessary only in special situations such as in Bolivia and 
Guatemala.

In Asia, active warfare has only recently ceased and the free coun
tries of this continent continue to face the threat of Communist 
subversion and external aggression. We therefore have been furnish
ing and propose to continue to furnish defense support to several 
countries including Korea, Formosa, Vietnam, Laos, and Cambodia. 
Some assistance in economic development has been extended to 
India.

Unless such support is provided, we may expect economic* deteriora
tion and dangerous reductions in the military defenses of the free 
world. Moreover, without such assistance, these countries, most of 
which border on Russia and Communist China, will not achieve the 
economic progress which is necessary to meet the threat of Communist 
subversion. The loss of northern Vietnam makes this support more 
imperative than ever.

In the Middle East and Africa, we have provided some grant and 
loan assistance to promote economic development and political sta
bility, and will request funds to continue this type of assistance in 
the fiscal year 1956. This assistance has gone to Iran, Israel, Lebanon, 
Jordan, Egypt, and Libya.

My budget proposals for the mutual security program were devel
oped on the assumption that all requirements for that program will be 
met from appropriations made for that purpose. Therefore if it 
becomes desirable to utilize foreign currencies accruing from sales of 
surplus agricultural commodities made under the Agricultural Trade
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Development and Assistance Act for mutual security purposes, mu
tual security appropriations will be used to reimburse the Commodity 
Credit Corporation for currencies so utilized.

Technical cooperation.—Over recent years, technical cooperation has 
become a continuing part of United States policy toward the rest of 
the world. American experts help the people in foreign countries, 
and foreign technicians come to the United States to observe our 
methods. As a result, millions of people are learning how to produce 
more food, to improve health and educational standards, and to oper
ate modern industries more effectively. Agreements for technical 
cooperation are in effect in 68 countries and territories in Latin 
America, Asia, the Near East, and Africa.

In addition to these bilateral efforts, we have contributed to meeting 
the total cost of the United Nations technical assistance program, for 
which experts and financial contributions come from many nations. 
I am proposing new obligational authority to cover the total proposed 
contributions of the United States to this program for both calendar 
years 1955 and 1956.

Refugee and other foreign relief.— The 1953 Refugee Relief Act pro
vides for the admission of 214,000 people beyond regular immigration 
quotas before December 31, 1956. Approximately 17,000 visas have 
been granted to date. Sufficient progress has been made on conclud
ing agreements with other countries, organizing staff abroad, and 
completing arrangements with voluntary agencies in the United 
States to justify the expectation that the program can be completed 
in accordance with the provisions of the act. To accomplish this, I 
recommend an increase for the Department of State appropriation for 
the fiscal year 1956, and a supplemental appropriation for 1955.

I am also recommending continued United States support of those 
programs and international agencies through which funds have been 
made available for relief, rehabilitation, and resettlement of escapees, 
refugees, and other special groups. These agencies include the Inter
governmental Committee for European Migration, and the United 
Nations agencies for Palestine refugees, and for emergency aid to chil
dren. In addition, this budget makes provision for a small contribu
tion to help the United Nations High Commissioner for Refugees take 
refugees out of camps and make them part of the local communities.

Foreign information and exchange activities.— The United States 
Information Agency has done a capable job of redirecting its work 
and is increasingly effective. It is carrying out its mission in 79 
countries through local radio, press, films, and information centers. 
Its worldwide radio broadcasting is increasingly directed to the coun
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tries beyond the Iron Curtain. But the Soviet efforts to divide the 
United States from other nations of the free world by twisting our 
motives, as well as its efforts to sow fear and distrust, are mounting in 
tempo in many areas of the world. I believe it is of the highest, 
importance that our program for telling the truth to peoples of other 
nations be stepped up to meet the needs of our foreign policy.

The Department of State’s educational exchange program is primap 
ily directed toward the exchange of educators, newsmen, labor and 
management officials, students and others who influence the formation 
of public opinion abroad. The sharing of ideas strengthens the 
community of interest so vital to our relations with other people. I 
recommend that these exchanges be increased, particularly with under
developed areas.

Conduct oj foreign affairs.— A prerequisite to the achievement of all 
our international affairs and finance programs is dynamic, positive, and 
dedicated leadership by the Department of State.

This budget recognizes the essentiality of a stronger and better 
trained career corps of foreign service officers. We should also pro
vide more adequate facilities for carrying out statutory consular func
tions. Finally, more comprehensive commercial, labor, and other 
economic data are necessary to assist American businessmen to increase 
their foreign investment and trade.

As a result of the recommendations of the Committee on Govern
ment Operations of the House of Representatives and a committee of 
distinguished citizens, we are starting a series of improvements in the 
foreign service. The foreign service will be expanded to cover depart
mental positions; officers will be rotated more regularly between 
United States and foreign posts; and training will be improved. Ap
propriations to initiate these reforms are recommended.

VETERANS’ SERVICES AND BENEFITS

Expenditures for veterans’ programs are now rising— reversing the 
decline from the peak in 1947 as World War II veterans completed 
their readjustment to civilian life. In the fiscal year 1956, the Federal 
Government will spend an estimated 4.6 billion dollars for a wide 
variety of aids to veterans, an increase of 9 percent over the actual 
outlays in 1954 and 5 percent over 1955. This increase will occur 
notwithstanding the savings made through improved management of 
the Veterans Administration, and the long-run outlook under present 
laws is for continued large increases in payments to veterans.

Three main factors account for this outlook. First, World War II, 
the Korean conflict, and large defense requirements have increased the 
present and potential veteran population tremendously. Twenty-one
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million veterans are now in civilian life, 5 times the number before 
World War II. An additional 3 million men and women now in the 
Armed Forces have acquired rights to wartime veterans’ benefits by 
serving during the Korean emergency.

Second, the 3 million veterans of World War I are reaching age 65 
and are qualifying for pensions in large numbers. A service-incurred 
disability is not required for these benefits.

Third, benefits for veterans who served during wartime or an 
emergency have been increased in scope and liberality. Last year, 
laws were enacted which will add more than 170 million dollars in 
estimated expenditures for veterans’ benefits for the fiscal year 1956, 
principally for increased pension and compensation payments.

These facts require sober consideration. Our Government has a 
responsibility to provide generous assistance to those who have special 
needs arising from service in the Armed Forces, particularly war 
service. We must make sure that benefits which are provided to 
veterans and their survivors are timely and reach those who need them 
most. At the same time, we must bear in mind that Government poli
cies designed to assist in the maintenance of a prosperous economy 
and to support social security, health, and other humanitarian pro
grams are all of value to veterans as well as to other people. Since 
more than two-fifths of all adult males are entitled to veterans’ benefits, 
expenditures for veterans are a budgetary problem of major interest to 
the whole population.

Our veterans’ pension and compensation laws, in particular, are in 
need of constructive reconsideration. The non-service-connected 
pension system dates back to the Revolutionary War, and its principles 
require reexamination in the light of recent developments, including 
the nearly universal coverage of the old-age and survivors insurance 
system. The overall system of statutes and regulations governing 
eligibility and payment rates for service-connected compensation has 
not had a fundamental review for many years. It also needs to be 
reappraised in the light of the great improvement in medical and 
rehabilitation techniques and the actual economic situation of the 
many beneficiaries.

I am therefore appointing a Commission on Veterans’ Pen
sions to study the entire structure, scope, and philosophy of our 
veterans’ pension and compensation laws in relation to each other 
and to other Government programs. This budget includes 300,000 
dollars for the continuation of the work of this Commission in the 
fiscal year 1956.

An especially complex and difficult problem exists in the field of 
survivor benefits for military personnel and veterans, where 4 different 
agencies now provide 5 major benefits. This problem has received
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extensive attention within the executive branch and from the Select 
Committee on Survivor Benefits of the House of Representatives. 
I hope that our mutual efforts will result in enactment of adequate and 
improved programs which will include full coverage for military 
personnel under our basic old-age and survivors insurance program and 
will properly relate benefits provided military personnel to those for 
veterans.

I have recently issued a proclamation terminating accrual of eli
gibility after January 31, 1955, for various benefits authorized for 
veterans who served during the Korean conflict. Few of those 
discharged during the fiscal year 1956 will be materially affected by 
this action. Studies will be undertaken to determine the need for 
measures to ease the readjustment to civilian life of men required 
to enter the Armed Forces for 2 years of service.

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 Recom
mended new

Program or agency
1954 ac

tual
1955 esti

mated
1956 esti

mated

obligational 
authority 
for 1956

Gross expenditures:
Readjustment benefits:

Education and training_______  ____________________ $546

76

$602

38

$587 $587

40
Loan guaranty and other benefits (Veterans Admin

istration)________________ ___________________________ 40
Unemployment compensation (Department of 

Labor)__________  _______________  __________ ______ 82 131 150 150
Compensation and p e n s i o n s ._______________________ 2, 482 2, 679 

72
2,800

135
2,800

127Insurance and servicemen’s indemnities __ 104
Hospital and medical care:

Current expenses. ______________________________ 724 688 710 716
Hospital construction________________________________ 59 48 60 20

Other services and administration (Veterans Admin
istration and other)__________ __________ _____ __________ 217 211 202 173

Total______ ___________________ _____ __________________ 4,289

4

4,468

9

4,684 

16

i 4,615
Deduct applicable receipts:

Insurance programs (Veterans Administration)_____  _
Other services and administration (Veterans Admin

istration, primarily canteen services) ___________  . 29 28 29

Net budget expenditures 4, 256 4,431 4,640

i Compares with new obligational authority of 4,272 million dollars in 1954 and 4,285 million dollars in 
1955.

Readjustment benejits.— The Veterans’ Readjustment Assistance Act 
of 1952 authorizes education and training, loan guaranty, and unem
ployment compensation benefits for veterans who served during the 
Korean conflict. Many World War II veterans are still eligible for 
loan guaranty benefits and some are still completing their education
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and training under the original “GI bill.” In addition, special 
vocational rehabilitation aid is provided under other laws for veterans 
of both conflicts who were disabled in service.

The total estimated expenditures of 777 million dollars for all 
readjustment benefits in the fiscal year 1956 will be at about the same 
level as in the current year, and 10 percent higher than in 1954. 
The proportion of total readjustment benefits going to veterans of the 
Korean conflict has been increasing, and is expected to exceed 90 
percent in the fiscal year 1956.

An average of 516,000 trainees is expected in the school, job, and 
farm training courses during the fiscal year 1956. One out of each 4 
of the 4.7 million veterans eligible for these Korean conflict benefits 
will have participated in education or training by the end of the fiscal 
year 1956. The reservoir of potential enrollees is still large, con
sidering that 1 out of each 2 World War II veterans received such 
benefits.

Budget expenditures under the loan guaranty program have declined 
sharply since the fiscal year 1954 because payments for the first year 
of interest on mortgages have ceased. It is expected that 467,000 
loans totaling 5 billion dollars will be insured or guaranteed during 
the fiscal year 1956. Almost all of these loans will be for housing. 
The estimated 40 million dollars of expenditures in this category for 
1956 includes 25 million dollars for acquisition of properties and losses 
on defaulted guaranteed loans. The other 15 million dollars is for 
tuition and supplies in the vocational rehabilitation program and 
grants of up to 10,000 dollars each for special housing for certain 
severely disabled veterans. Expenditures for the Veterans Adminis
tration direct housing loan program under present law and its proposed 
extension are included among aids for private housing in the com
merce and manpower section of this message.

Federal unemployment compensation benefits of 26 dollars a week 
for a maximum of 26 weeks are payable through State agencies to 
veterans of the Korean conflict. Where the veteran who is insured 
under a State unemployment compensation system receives lower 
benefits from that system, the United States Department of Labor 
supplements the State benefit. Expenditures for this purpose are 
increasing as the number of eligible veterans rises. In the fiscal year 
1956 an estimated weekly average of 138,000 veterans will receive 
unemployment benefits, wholly or partly financed by the Federal 
Government.

These unemployment benefits were intended to assist veterans of 
the Korean conflict during their transitional period immediately 
following separation from military service. Possibly by inadvert
ence, the present provisions were so written that a veteran of the
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Korean conflict may apply for these benefits at any time up to Jan
uary 31, 1960, no matter how many years have passed since his dis
charge. I recommend that the law be amended to limit the time for 
filing claims to 3 years after separation or enactment of the amend
ment, whichever is later.

Compensation and pensions.— The upward trend in total expendi
tures for veterans results mainly from the rise in compensation and 
pensions. Expenditures for this purpose are estimated to increase 
more than 300 million dollars from the fiscal year 1954 to 1956, to 
a total of 2.8 billion dollars. They will equal more than half of all 
payments from the old-age and survivors insurance system. On the 
basis of present laws and veteran population, the present annual 
rate of expenditures for veterans’ pensions and compensation is ex
pected to double in 3 or 4 decades.

The estimated expenditures of 2.8 billion dollars include 1.9 billion 
dollars in payments to nearly 2,486,000 families and veterans for 
death or disability resulting from service, and 859 million dollars for 
pension payments in 1,046,000 cases where death or disability was not 
connected with military service. During the fiscal year 1954, an 
average of 2,412,000 cases received about 1.7 billion dollars in death 
and disability compensation benefits, and 716 million dollars in pen
sions were paid in 902,000 cases. The expenditures for 1956 also 
include 17 million dollars for 110,000 burial awards and 26 million 
dollars in subsistence payments to disabled veterans during their 
vocational rehabilitation.

Insurance and servicemen’s indemnities.— Payments for insurance 
and indemnity benefits go to families of personnel who die in military 
service. The increase in expenditures in the fiscal year 1956 reflects 
(1) a steady increase in indemnity benefits, and (2) an unusual increase 
in insurance expenditures resulting from recently declared deaths of 
servicemen who were previously reported missing during the hostilities 
in Korea.

Indemnity benefits of $92.90 a month are paid for 120 months to 
the family of each serviceman wtio dies while on active military 
service or within 120 days after separation. The benefits are reduced 
proportionately if the serviceman has any Veterans Administration 
insurance. Payments of 42 million dollars estimated for the fiscal 
year 1956 are 79 percent higher than in 1954.

While no new national service life insurance or United States 
Government life insurance has been issued since 1951, previously 
issued policies continue in force. Where deaths are caused by 
the hazards of war, or occur during military service while premiums
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have been waived, the Government reimburses the insurance trust 
funds for losses. The Government also pays benefits directly to 
certain policyholders. Budget expenditures for insurance losses are 
estimated at 93 million dollars in the fiscal year 1956, somewhat more 
than in 1954 and more than double the amount in 1955.

Hospital and medical care.— A rising patient load in the veterans' 
hospital and medical program will result in an increase in current ex
penses for the fiscal year 1956. The average number of patients in 
Veterans Administration and contract hospitals is expected to rise
4 percent above the 1955 level to 114,500. While the proportion of 
service-connected cases is slowly increasing as more veterans of the 
Korean conflct are treated, it is estimated that more than two-thirds 
of the expenditures in 1956 will still be for patients hospitalized or 
treated for ailments not connected with military service. The num
ber of persons in Veterans Administration and State homes is esti
mated to be 25,700 in the fiscal year 1956. The workload for out
patient care to service-incurred dental and medical cases is expected 
to be about 14 percent below that in 1954, with a total of 2,340,000 
examinations and treatments in 1956. About four-fifths of the esti
mated average employment of 171,000 in the Veterans Administration 
during the fiscal year 1956 will be in the hospital and medical programs.

The budget includes recommended new authority to incur obliga
tions of 20 million dollars for construction and improvements at Veter
ans Administration facilities. Most of this is for modernization of 
existing structures. Expenditures for construction and improvements 
in the fiscal year 1956 are estimated at 60 million dollars, approxi
mately the same amount as in 1954 and somewhat higher than in 
1955. Expenditures will be greater than the recommended new appro
priations because funds for three large new hospitals to be built in 
1956 were appropriated in previous years.

Other services and administration.— The general operating expenses 
of the Veterans Administration are estimated to decline further in 
the fiscal year 1956, reflecting declining workloads in some parts of 
this agency, especially in the insurance programs, and better organi
zation and management throughout the agency. Average employ
ment in nonmedical activities in 1956 is estimated at 34,500, or 13 
percent below the 1954 level.

Trust funds.— Nearly 6 million national service life insurance and 
United States Government life insurance policies, which provide more 
than 40 billion dollars of protection, continue in force. About 1 
million of these policies are held by personnel still in the Armed Forces,
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largely on a waiver-of-premium basis. The remainder are held by 
veterans who pay premiums. As the special dividend payments to 
the policyholders declared in 1954 and earlier years are completed, the 
receipts of the insurance trust accounts begin to exceed their disburse
ments. The transactions in these, as well as other, trust funds are 
not included in the budget totals.

V E T E R A N S *  L IF E  IN S U R A N C E  F U N D S  

(Trust funds)

[Fiscafyears. In millions]

Item 1954
actual

1955
estimated

1956
estimated

Balance in funds at start of year________ _______ _____________ ____ $6,613 $6,541 $6,574

Receipts:
Transfers from general and special accounts.-........ ................... 72 31 81
Interest on investments__________ ___________________________ 200 208 209
Premiums and other.............................................. ..................... 426 414 406

Total........................ ........................... ........................... ......... 697 652 696

Expenditures:
Dividends to policyholders........................................................ 267 174 160
Benefits and other....... ......................... ........ . .... .......... ......... 503 446 444

Total........ *.__________ ___________ ______________________ 769 620 604

Net accumulation (+) or withdrawal (—)......................... *___ -7 2 +33 +92

Balance in funds at close of year___________________________________ 6,541 6,574 6,665

WELFARE, HEALTH, AND EDUCATION

Major advances have been made in the past year in the fields of 
social security, health, and education, pursuant to recommendations 
which I made to the Congress. We have demonstrated that the well
being of our people can be strengthened without yielding to the dan
gers of centralized power in the Federal Government, and we shall 
continue firmly to resist any project which would seem to us to in
volve such dangers. We have found ways to provide greater human 
security and social opportunity, while restricting the Federal Govern
ment’s role to that of assisting private action and State and local 
responsibility with research and technical assistance, social insurance, 
and grants-in-aid. We believe that these gains can be continued 
through cooperative action among all levels of American government 
together with private participation.

In the last Congress, old-age and survivors insurance was extended 
to 10 million more persons and benefits were improved. Vocational
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rehabilitation grants to the States have been stepped up toward the 
objective for 1959 of helping 200,000 people a year to rehabilitate 
themselves. We have undertaken to aid the construction of medical 
diagnostic and treatment centers, rehabilitation facilities, nursing 
homes, and chronic disease hospitals, as well as general hospitals.

To assist in the search for solution of the Nation’s serious school 
problems, the White House Conference on Education was authorized. 
The Office of Education has been strengthened. Assistance to schools 
especially affected by Federal activities was extended.

In this budget, I recommend increased appropriations for certain 
activities, including health research and the training of health per
sonnel, and basic scientific research. I am also proposing new legisla
tion to help fill gaps in present programs for health care, public 
assistance, and old-age and survivors insuraiice, and to obtain better 
coordination among them. Estimates for new legislation include 
3 million dollars for grants-in-aid to enable State, local, and private 
agencies to deal more effectively with juvenile delinquency. I am 
recommending the enactment of legislation to establish an Advisory 
Commission on Fine Arts within the Department of Health, Educa
tion, and Welfare, to provide recognition of the importance of the 
further development of our cultural heritage.

W E L F A R E , H E A L T H , A N D  E D U C A T IO N

[Fiscal years. In millions]

Budget expenditures (net) Recom
mended new

Program or agency
1954

actual
1955 esti

mated
1956 esti

mated

obligational 
authority 

for 1956

Promotion of public health:
Present programs__________  ______  _ $288 $292 $321

17
$335

Proposed legislation.. . _______ __ _ __ . .  _ _ 52
Public assistance:

Present program ________ ________  _ _ _ _ ___ 1,439 1,447 1,402 1,402
Proposed legislation__ __ ___ __ _ _ _ _  _ _______ 20 20

Other welfare aids and services:
School lunch program _ _ _ _ _  __ 84 84 68 68
Vocational rehabilitation. _ _ _ _  _ _ _ _ _ 24 29 43 43
Indian health, education, and welfare __  __ 49 59 76 80
Other. _____  ___ __ __  __________  _ 106 77 80 83

Promotion of education:
Assistance for schools in federally affected areas __ __ 184 224 173 89
Vocational education__  __ __ _ _ _ ________ 25 31 31 31
Other educational aids___ _________  - __ - _ - 25 30 33 30

General-purpose research:
National Science Foundation________________ __________ 6 10 21 31
Department of Commerce - - - ___ ______ 17 35 27 27

Total .  _ _ _ _______ - - ___________________ 2,248 2, 316 2,312 i 2,289

i Compares with new obligational authority of 2,190 million dollars in 1954 and 2,310 million dollars in 1955.
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Budget expenditures for welfare, health, and education, including 
proposed legislation, are estimated at 2.3 billion dollars in the fiscal 
year 1956, a decrease of 4 million dollars from 1955. These figures 
do not include expenditures for health, education, and research which 
are classified among veterans' benefits or in the military, atomic 
energy, and other programs in other sections of the budget.

Promotion of public health.■—This budget includes funds necessary 
to assist an expansion of existing services and initiate appropriate new 
measures which will carry out the objectives of a coordinated health 
program which I shall outline shortly in a special message to the 
Congress.

Under existing legislation, budget expenditures for public health are 
estimated at 321 million dollars in the fiscal year 1956. The principal 
expenditures are for grants to States for construction of hospitals and 
other health facilities, public health services, maternal and child health, 
and the control of various diseases; for research programs, including 
grants to universities and medical schools; and for operation of Public 
Health Service hospitals.

Significant items in the 29-million-dollar increase of expenditures 
over 1955 are for expansion of the research and training activities of the 
National Institutes of Health, including special emphasis on mental 
health; construction of more health facilities; an intensified attack on 
problems of air and water pollution; and strengthened enforcement 
of the food and drug laws.

I am recommending elsewhere in this message that the Atomic 
Energy Commission be authorized to build a new medical research 
center containing a nuclear reactor designed specifically for medical 
research and therapy. This will be a significant addition to the 
Nation’s facilities for basic research in the field of health.

The new health legislation which I shall recommend will require 
budget expenditures of approximately 37 million dollars in the fiscal 
year 1956.

This legislation includes health reinsurance— the best method yet 
proposed for encouraging adequate health insurance coverage for our 
people. It includes also the part-year cost of a program of grants-in- 
aid for medical care for public assistance recipients, shown in the 
table under proposed legislation for public assistance. Other measures 
in the health program are designed to foster construction of more 
adequate medical facilities, training of nurses and other necessary 
medical personnel, and general improvement of key services in the 
States and local communities.

Public assistance.—The recent expansion of old-age and survivors 
insurance should gradually reduce the need for public assistance, with

310000— 55— - v
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a consequent saving to all levels of Government in budget outlays for 
this purpose.

Further savings will result over the long run from amendments to 
public assistance legislation which I am recommending. The present 
grant-in-aid formula requires the Federal Government to pay each 
State 20 dollars of the first 25 dollars of average monthly old-age 
assistance benefits, and half of the next 30 dollars for any recipient. 
One of the proposed amendments would modify the public assistance 
law so that Federal grants can be adjusted downward to reflect grad
ually, by application to new cases, the number of old-age and survivor 
insurance beneficiaries who also need supplementary old-age assistance. 
By limiting to 50 percent the Federal share of old-age assistance for 
these future recipients of both types of benefits, this amendment would 
result in a more equitable sharing of costs between the State and 
Federal governments. The other amendment would encourage States 
to help needy individuals to become self-supporting or to care for 
themselves at home.

Other welfare aids and services.— Expenditures of 84 million dollars 
from the school lunch appropriation in the fiscal years 1954 and 1955 
include about 67 million dollars for cash payments to States and 
nearly all of the rest is for commodities. The appropriation recom
mended for 1956 covers only the cash payments to the States and 
the costs of administration. In addition, contributions of surplus 
commodities, financed mainly from a permanent appropriation to 
the Department of Agriculture for this purpose, are expected to 
continue at a high level, so that the combined total of Federal cash 
payments and food donations will remain approximately the same in
1956 as in 1955. Moreover, the new school milk program authorized 
by the Agricultural Act of 1954 provides 50 million dollars a year in 
the fiscal years 1955 and 1956 to encourage increased consumption of 
milk by schoolchildren. Taken together, these various aids will make 
Federal support of the overall school lunch program the largest in our 
history. The expenditures for surplus commodities and school milk 
are classified under agriculture and agricultural resources.

This budget fully supports the enlarged vocational rehabilitation 
program enacted last year and will make possible the rehabilitation 
of 95,000 people in the fiscal year 1956.

The Congress last year provided for the transfer of Indian health 
services from the Department of the Interior to the Department of 
Health, Education, and Welfare, where they can be administered with 
other health programs. The appropriations recommended for the 
fiscal year 1956 will provide improved medical care for our Indian 
population.
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Social insurance and retirement trust funds.— The Federal Govern
ment acts as trustee of three large, publicly sponsored retirement 
and insurance programs—old-age and survivors insurance, railroad 
retirement, and Federal employees’ retirement. Contributions under 
these programs, including Federal payments, are collected in the 
respective trust funds and maintained separately from the budget 
accounts of the Government.

S O C IA L  I N S U R A N C E  A N D  R E T IR E M E N T  F U N D S  

(Trust funds)

[Fiscal years. In millions]

Fund and item 1954
actual

1955
estimated

1956
estimated

Federal old-age and survivors insurance trust fund:
Balance in fund at start of year.................. .............. .........  ..........  . $18,363 $20,040 $21,356

Receipts:
Appropriation from general receipts________________________
Deposits by States____ ______________  ______________  _ - ..

4,537
92

5,190 
120

6,175
130

Interest and other._____ ______________ ____ . . .  ____ 451 464 494
Payments of benefits, construction and administrative expenses, 

and tax refunds. _____________________ ___________ ______ -3 ,4 0 5 - 4 ,  459 -4 ,9 6 8

Net accumulation_____ ________ ______ ____________ ____ 1,675 1,315 1,831

Balance in fund at close of year___________  ___________ _________ _ 20,040 21,356 23,187

Railroad retirement fund:
Balance in fund at start of year________________________ ________ 3,183 3, 418 3, 538

Receipts:
Appropriation from general receipts__________________________ 638 600 625
Interest on investments_____  ______ . ._  _. _. __________ 99 102 106

Payments of benefits, salaries, and expenses_______  ___  _____ -502 -581 —590

Net accumulation_______ __________ __________  ___ __________ 235 121 141

Balance in fund at close of year_______ ______ _________ ______ ____ 3,418 3,538 3,679

Federal employees* retirement funds (Civil Service and Foreign 
Service):

Balance in funds at start of year......... .................................. ......... 5, 652 5,932 6,196

Receipts:
Employee contributions_______________  __ __ ___ __ 430 444 502
In terest.._________________________ _______  _______________  _ 226 234 222
Transfer from budget accounts and other:

Present law.________ ________ ______ __ _____ _______ 35 34 5
Proposed legislation......  .............................. 216

Payments of annuities and refunds, and expenses...____ _______ -411 -4 4 7 —489

Net accumulation____ ______ ____________________________________ 280 265 456

Balance in funds at close of year____________  ____________ _____ _ 5,932 6,196 6,652
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In connection with old-age and survivors insurance, I am recom
mending two legislative measures. One is the coordination of income 
and old-age insurance tax collection procedures to make reporting 
easier for wage earners and employers and at the same time to reduce 
Government costs for collecting taxes and paying benefits. The 
second is extension of this insurance to military personnel and to those 
Federal civilian personnel not now covered, as the basic part of 
improved systems of survivorship, disability, and retirement protec
tion, with existing staff retirement systems retained as independent 
and separate entities. The military retirement pay system should 
remain unchanged. Certain adjustments in the present civilian per
sonnel retirement systems will be needed.

Promotion of education.— We are all aware that our schools are 
passing through a period of extraordinary stress. School-age popula
tion is increasing faster than classroom space has been enlarged and 
qualified teachers recruited. In some communities, the available 
fiscal resources have been strained severely by efforts to meet these 
needs; in too many States and school districts, the financial support 
given to schools has not kept pace with recent increases in taxable 
resources.

The national problem is to find means of overcoming these diffi
culties within the present framework of responsibilities. In our 
system of government, the States and their subdivisions have the 
privilege and the responsibility of providing free public education. 
The role of the Federal Government has wisely been confined to en
couragement and special assistance. I am confident that the over
whelming majority of our people agree that there should be no dilu
tion of that State and local responsibility.

I have called a White House conference this fall of representatives 
from all the States. Some local and State conferences of citizens and 
professional educators have already been held in preparation for this 
national assembly. Others will meet this spring and summer. 
These meetings will highlight possible long-range solutions to the 
problems and will place in better perspective the obligations and 
opportunities of the respective levels of government.

Concurrently, without impairment in any way of State, local, com
munity, and family responsibility, the Federal Government should serve 
as an effective catalyst in dealing with the problem of classroom 
shortages. I shall send to the Congress, in February, a special 
message presenting an affirmative program.

The major Federal expenditure for promotion of education consists 
of grants to aid school construction and operation in districts where 
enrollment has grown significantly because of Federal operations.
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Last year, the Congress extended the temporary program of aid for con
struction for 2 years. To finance this extension, I am recommending 
an appropriation of an additional 70 million dollars for the current 
fiscal year and 24 million dollars for 1956.

The Congress also delayed a requirement that these school districts 
absorb a greater proportion of the operating costs resulting from 
increased enrollments. Primarily for this reason, a supplemental 
appropriation of 19 million dollars will be needed this year. In the 
fiscal year 1956, greater absorption of the increased enrollments by the 
local districts will reduce the assistance payments for operations 6 
million dollars below 1955, to a total now estimated at 70 million 
dollars.

The budget recommendations provide for continuing the increase 
in vocational education grants which was enacted for 1955, and will 
permit the Office of Education to initiate a program of cooperative 
research as authorized by the last Congress.

General-purpose research.— Despite our tremendous technological 
strides in recent years, our national interest requires that we support 
a strong program of basic research and that we train a greater number 
of highly qualified scientists and engineers. Accordingly, this budget 
recommends increased National Science Foundation grants for basic 
research and for training more graduate students, college instructors, 
and high school science teachers. It includes also the remaining 
necessary financial support for United States participation in the 
International Geophysical Year, a worldwide scientific undertaking 
which will yield great long-range benefits to this country.

The budget estimates for the Department of Commerce include sub
stantial expansion in the general scientific and technological work of 
the National Bureau of Standards as recommended by a committee 
of outstanding scientists.

Another aspect of general-purpose research is the statistical work of 
^the Census Bureau. We do not have all the statistical information 

required in our dynamic economy. I am therefore recommending a 
governmentwide effort to improve statistics in those areas where our 
wrork has been most handicapped by incomplete information. In
creases in appropriations are recommended for the Census Bureau for 
statistics on the labor force and for an intercensal survey on housing. 
At the same time, in other parts of the budget, increases are recom
mended for statistics on agriculture, production, construction, employ
ment, and finance. Details on statistical programs are shown in 
special analysis I on page 1203.
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AGRICULTURE AND AGRICULTURAL RESOURCES

The basic agricultural legislation which I recommended and which 
the Congress enacted last year will help to promote a stable, pros
perous, and free agriculture. By helping farmers solve many of their 
own problems we shall make possible reduced reliance on Government 
intervention such as production controls, and on Government spend
ing for support of farm income. The Agricultural Act of 1954 and 
the Agricultural Trade Development and Assistance Act will facilitate 
readjustment of farm production, expansion of agricultural exports, 
and stimulation of domestic consumption of farm products. The 
Watershed Protection and Flood Prevention Act of 1954 provides a 
sound basis for Federal partnership with States and local groups in 
upstream flood prevention and soil and water conservation. The 
Farmers' Home Administration was given expanded authority to make 
loans for soil and water conservation, and a basis was provided for 
greater participation of private lenders in the financing of this and 
other loan programs.

M y recommendations for agricultural programs in this budget will 
carry forward the broad objectives reflected in this new legislation. 
They will also continue the steps taken last year to place greater 
emphasis on research and educational activities. I have confidence 
in the ability and willingness of farmers to deal with many of their 
economic problems if given help through expanded agricultural 
research and advice in making use of the research results.

Gross expenditures for agriculture and agricultural resources in the 
fiscal year 1956 are estimated at 7.6 billion dollars. Receipts, esti
mated at about 5.4 billion dollars, consist mainly of collections on loans 
and sales of commodities. Net budget expenditures axe estimated at 
2.3 billion dollars in the fiscal year 1956, which is 871 million dollars 
less than estimated for 1955 and 298 million dollars less than in 1954. 
The reduction in net budget expenditures for 1956 is primarily due 
to anticipated smaller outlays for farm price supports.

New authority to incur obligations recommended for the fiscal year
1956 is 1.3 billion dollars, as compared with 2.6 billion dollars in 1955 
and 4 billion dollars in 1954. The reduction in 1956 is accounted for 
almost entirely by the Commodity Credit Corporation. The Corpora
tion's present borrowing authority, which was increased from 6.75 
billion dollars to 10 billion dollars during the fiscal years 1954 and 1955, 
is now expected to be adequate to finance price support activities in 
the fiscal year 1956.
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A G R I C U L T U R E  A N D  A G R I C U L T U R A L  R E S O U R C E S

[Fiscal years. In millions]

Gross expenditures Net expenditures Recom
mended new 
obligational 

authority 
for 1956

Program or agency
1954

actual
1955
esti

mated

1956
esti

mated
1954

actual
1955
esti

mated

1956
esti

mated

Stabilization of farm prices and farm 
income:

Price support, supply, and purchase 
programs (C C C )___ ______ __________ $4,220 $5,705 $4,176 $1,333 $1,934 $968 $2

International Wheat Agreement______ 59 106 142 59 106 84 57
Removal of surplus agricultural com

modities_____________________________ 178 113 180 178 113 180 165
Sugar Act________________ _________ ____ 66 61 61 66 61 61 62
Federal crop insurance________________ 39 36 34 11 12 3 6
Agricultural adjustment programs 41 41 39 41 41 39 39

Financing farm ownership and opera
tion:

Farm Credit Administration__________ 1,817 1,885 1, 988 -7 4 22 37 28
Farmers’ Home Administration 1_____ 191 178 172 191 178 172 172
Disaster loans and emergency feed____ 255 101 88 139 16 -3 9 42

Financing rural electrification and rural 
telephones 1___________________  _ _ _ - 217 217 233 217 217 233 238

Agricultural land and water resources:
Agricultural conservation program___ 201 233 255 183 173 246 216
Soil Conservation Service, flood pre

vention and other.................................... 61 76 74 61 76 74 75
Research and other agricultural services. 150 180 206 150 180 200 186

Total________________  ______ 7,497 8, 934 7, 647 2, 557 3,130 2, 259 2 1, 288

1 Net expenditures for the Farmers’ Home Administration and for rural electrification and telephone 
loans do not reflect loan collections, since these collections go directly into miscellaneous receipts of the 
Treasury. In 1956, these collections are estimated at 152 million dollars and 112 million dollars, respectively.

2 Compares with new obligational authority of 4,010 million dollars in 1954 and 2,630 million dollars in 1955.

Stabilization of farm prices and farm income.— Establishment of 
the principle of flexible supports and provision for a gradual shift to 
modernized parity for the basic agricultural commodities in the 
legislation enacted last year will encourage farmers to adjust their 
production to realistic market prices in keeping with the current 
needs of the economy. Since the transition to the new basis for 
price supports will be gradual, the benefits for the agricultural economy 
and for the Nation will not be fully realized for several years.

Based on the best information now available, gross price support 
expenditures in the fiscal year 1956 are estimated at 4.2 billion dollars, 
1.5 billion dollars less than the amount estimated for 1955. These 
gross expenditures do not represent losses; rather they are outlays for 
loans and commodities to be acquired during the year, and for redemp
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tion of certificates of interest in commodity loans previously sold to 
private lenders. A substantial part of these outlays will be recovered 
from collections on loans and sales of commodities in later periods. 
Receipts from commodity sales and collections on loans in 1956 are 
estimated at 3.2 billion dollars, resulting in net budget expenditures of 
968 million dollars.

The decline in net price support expenditures anticipated in the 
budget will be brought about by two major factors. First, continua
tion of acreage restrictions, particularly on 1955 crop year cotton and 
wheat, and lower support levels on some commodities are expected 
to result in a lower volume of price support loans. Second, receipts 
from sales of such commodities as cotton, corn, and wool are expected 
to increase as our efforts to find new and expanded markets for agri
cultural products begin to show results. These factors will be offset 
in part by increased Commodity Credit Corporation expenditures to 
retire certificates of interest in prior-year crop loans sold to banks and 
private lenders, because a substantially smaller volume of new com
modity loans will be available in 1956 than in 1955 to serve as a basis 
for certificates of interest. Also, funds of the Corporation will be 
used to provide for increased milk consumption by schoolchildren 
and members of the Armed Forces during 1955 and 1956 when supplies 
of dairy products are expected to be plentiful.

Expenditures in 1956 under the International Wheat Agreement 
are estimated to be lower than in 1955, but higher than in 1954. In 
the fiscal year 1954 a total of 119 million bushels of wheat was exported 
under this program. The average amount paid by the Government 
to cover the difference between the domestic price and the Wheat 
Agreement price was 48 cents per bushel. Larger exports under this 
program are expected in both 1955 and 1956.

In addition to exports under the Wheat Agreement, the Commodity 
Credit Corporation has offered to sell wheat in limited quantities for 
export at competitive world prices. Net costs to the Corporation of 
these additional exports in 1954 were 26 million dollars and are esti
mated at 59 million dollars in each of the fiscal years 1955 and 1956.

The Corporation may also sell surplus agricultural commodities for 
foreign currencies under the Agricultural Trade Development and 
Assistance Act. The law provides for a 3-year program with total 
cost to the Corporation to be reimbursed by appropriations limited to 
700 million dollars. With due regard to the impact on world markets, 
we are moving ahead in an orderly manner in the negotiation of 
agreements, and it is expected that transactions completed during 
the fiscal year 1955 will account for a substantial part of the costs 
under this Act. Except for expenditures under the International 
Wheat Agreement, these expenditures for export programs are in
cluded in the total shown for the Commodity Credit Corporation,
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The trade development act is helpful in marketing commodity 
surpluses and tends to reduce current outlays under the regular price 
support program. However, it is unwise to rely upon this means 
as a final solution to our surplus problem. We must continue our 
efforts to restore a sound position for agriculture in world markets.

Financing farm ownership and operation.— The agricultural credit 
institutions supervised by the Farm Credit Administration make 
standard risk loans to farmers and their cooperatives on both a short- 
and long-term basis. Some of these loans are made with funds ob
tained through the federally owned intermediate credit banks. New 
loans of the Federal intermediate credit banks are estimated to be 
nearly 2 billion dollars in the fiscal year 1956, and will exceed loan 
collections by 40 million dollars. Receipts from other operations 
will reduce total net budget expenditures of the Farm Credit Adminis
tration to 37 million dollars.

The Farmers’ Home Administration makes direct loans to farmers 
to supplement the credit services provided by private and cooperative 
credit agencies, and also insures loans by private lenders. By greater 
reliance on insured loans, the services of the Farmers’ Home Adminis
tration can be increased without increasing budget expenditures. 
Under legislation enacted last year the interest rate on insured loans 
for farm ownership, farm housing, and other improvements has been 
set at a level that will attract a larger volume of funds from private 
lenders. Insured loans will also be used to finance an increase in soil 
and water conservation loans, which the new legislation has made 
available in all States. In addition, the Farmers’ Home Administra
tion can now take second mortgages as security for direct loans. This 
will permit private lenders to continue as first mortgage holders in the 
financing of farm ownership and development, thereby increasing the 
number of borrowers that can be served under that program.

Financing rural electrification and rural telephones.— The programs 
of the Rural Electrification Administration have brought about great 
advances for rural America, and this administration will continue to 
make loans available to meet all legitimate needs for rural electrifica
tion and telephones.

The need for electrification loans to provide initial connections of 
farm homes with central station service is much less than in earlier 
years. But this is more than offset by larger requirements for im
provements of existing systems and for power generation. My budget 
recommendations, therefore, provide for a higher level of new electri
fication loans in 1956 than in the current fiscal year.

The rural telephone program is still in an early stage of development. 
Progress is being made in resolving the various problems involved in
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achieving adequate telephone service in rural areas. This budget 
makes provision for new loan authority sufficient to raise the level of 
telephone loans in 1956 to 80 million dollars, which is 5 million dollars 
higher than in 1955.

Agricultural land and water resources.— My recommendations for 
agricultural land and water resources for the fiscal year 1956 recognize 
the great importance to the Nation of soil and water conservation ac
tivities. The new watershed protection legislation enacted last year 
is a vital part of our conservation program. It provides a practical 
basis for partnership between the Federal Government and State and 
local groups in the planning and carrying out of a coordinated pro
gram for upstream flood prevention and soil and water conservation. 
This budget recommends an increase of 4 million dollars for 1956 to 
provide for the necessary Federal participation in watershed protec
tion projects.

Under the forward authorization for the 1955 crop year agricultural 
conservation program, contained in the 1955 appropriation act, larger 
expenditures will be required for payments to farmers in the fiscal 
year 1956 than in 1955. This program assists farmers in applying 
sound soil conservation practices and in putting to proper use farm land 
diverted from its previous use through acreage allotments. Because 
the problems created by diverted acreage are expected to become 
progressively less pressing, I am recommending a forward authoriza
tion of 175 million dollars for the 1956 crop year as compared with the 
250 million dollars provided for the current crop year.

Research and other agricultural services.— Additional research and 
educational work on problems of agricultural production, soil and 
water conservation, and marketing of farm products, can make impor
tant contributions to a more efficient and stable agriculture capable of 
meeting the needs of a growing population. These activities not only 
contribute directly to the solution of immediate problems of farmers, 
but also benefit consumers of farm products by more efficient produc
tion and marketing. The 1956 budget provides for an increase of 
9 million dollars in expenditures for research and an increase of 6 
million dollars for extension work. These additional amounts are 
needed to expand the Federal-State cooperative research and extension 
programs and to strengthen the basic agricultural research program 
carried on by the Federal Government.

As part of the coordinated plan to improve economic statistics of 
the Government, this budget includes added funds to strengthen the 
work of the Department of Agriculture in developing adequate farm 
income and production statistics. Expenditures for other agricultural
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services also include 10 million dollars in 1955 and 15 million dollars 
in 1956 for eradication of brucellosis in cattle. The necessary funds 
are to be made available by transfer from the Commodity Credit 
Corporation. This program is designed both to assist in stabilizing 
the dairy industry and to give added protection to the health of our 
citizens.

NATURAL RESOURCES

This administration believes that achievement of the resource 
development basic to the economic progress and security of the Nation 
requires encouragement of local public and private initiative and, 
where Federal participation is necessary, emphasis on the partnership 
aspects of essential cooperative arrangements with State and local 
governments or with private enterprise. To the greatest extent possi
ble, the responsibility for resource development, and its cost, should be 
borne by those who receive the benefits. In many instances private 
interests or State and local governments can best carry on the needed 
programs. In other instances Federal participation or initiative may 
be necessary to safeguard the public interest or to accomplish broad 
national objectives, where projects because of size or complexity are 
beyond the means or the needs of local public or private enterprise. 
The Federal Government must be willing and ready to bear the cost 
of improvements made for national purposes; but in all cases where 
the partnership principle logically applies there is automatically 
acquired a concern for economy and efficiency that is often lacking 
when no local contribution is required.

As a result of this partnership policy and the willingness of State, 
local, and private interests to undertake or cooperate in the develop
ment of our natural resources, it has been possible to reduce Federal 
expenditures for these programs since the fiscal year 1954. At the 
same time, we have strengthened our resource development programs.

The conservation and development of our natural resources will 
require estimated net Federal expenditures of 953 million dollars in 
the fiscal year 1956, as compared with 1.1 billion dollars in 1955 and 
1.2 billion dollars in 1954. About two-thirds of the net expenditures in
1956 will be for flood control, irrigation, power and multiple-purpose 
river basin development. The other one-third will be largely for the 
management and development of the national forests, parks, and 
public lands, and for our fish and wildlife and mineral resources pro
grams. Federal expenditures for natural resources, if wisely made in 
proper relation to local public and private efforts, are investments for 
the benefit of the Nation; in many cases they also result in receipts 
to the Treasury, thus often providing reimbursement in later years for 
part of the costs incurred.
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N A T U R A L  R E S O U R C E S

[Fiscal years. In millions]

Gross expenditures Net expenditures Recom
mended new 
obligational 

authority 
for 1956

Program or agency
1954

actual
1955
esti

mated

1956
esti

mated
1954

actual
1955
esti

mated

1956
esti

mated

Land and water resources:
Corps of Engineers: Flood control and 

multiple-purpose projects:
Present programs____________________ $416 $366 $363 $416 $366 $363 $371

1
Proposed legislation: 

Passamaquoddy Bay survey______ 1 1
Partnership projects______ ________ 10 10 10

Department of the Interior:
Bureau of Reclamation: Irrigation 

and multiple-purpose projects: 
Present programs___________ ______ 199 168 177 196 165 174 180

7
Proposed legislation:

Federal projects____ _ __ ____ 5 5
Partnership projects____ ________ 10 10 10

Power transmission agencies________ 53 48 41 53 48 41 25
Indian lands resources____  _________ 33 37 41 32 36 40 24
Bureau of Land Management and 

other______________________  _______ 15 17 18 15 17 18 17
28Tennessee Valley Authority________  - 409 431 250 238 214 2

Department of State____ ____________ 7 5 4 7 5 4 2
Federal Power Commission____ _____ 4 4 5 4 4 5 5

Forest resources 117 121 115 117 121 115 116
Mineral resources:

Present programs__________  ______ 41 47 46 37 43 42 40
Proposed legislation: Aid for anthra

cite mine drainage___ _______________ 2 3 2 3
Fish and wildlife resources __ 38 46 43 38 46 43 41
Recreational use of resources. ___ __ _ 33 39 50 33 39 50 25
General resource surveys and other____ 27 26 26 27 26 26 26

Total_______ _________  ____________ 1,391 1,358 1,209 1,213 1,133 953 1929

1 Compares with new obligational authority of 1,196 million dollars in 1954 and 967 million dollars in 1955*

Land and water resources — Under the recommendations for the fiscal 
year 1956, the Federal Government will spend 673 million dollars for 
the development of land and water resources. A large share of this 
total— 430 million dollars— is for continuation of work on 152 river- 
basin development projects and units under construction 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. Construction on 37 of these 
projects will be virtually completed in 1956. Funds recommended for 
work underway in 1956 will maintain power generation schedules and 
continue nonpower projects at economical rates. Maintenance and 
operation activities will be at a level which will provide reasonable 
protection of the Federal investment,
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M y recommendations are intended to encourage States and local 
public and private groups to take the initiative in developing our 
valuable water resources with Federal cooperation where national 
interests are involved. This budget includes 20 million dollars 
under proposed legislation to enable the Bureau of Reclamation and 
the Corps of Engineers to participate, in 1956, in partnership water 
developments. Five million dollars of this amount is proposed for 
three multiple-purpose projects with power facilities in the Pacific 
Northwest. It is expected that local interests will install and operate 
the power facilities of the Cougar and Green Peter-White Bridge 
projects in Oregon and that the Corps of Engineers will build the 
flood control and other facilities in which there is a national interest. 
Non-Federal interests are also expected to build the Rocky Reach 
project in Washington, and the Corps of Engineers will assist in 
financing the nonpower facilities having national benefits. Assist
ance will be given to other partnership projects as specific proposals 
are developed. In addition, provision will be made for cooperation 
in authorized partnership projects, such as Priest Rapids in Washing
ton and Markham Ferry in Oklahoma, when satisfactory arrangements 
have been completed.

I also recommend enactment of legislation authorizing the Bureau 
of Reclamation to undertake construction of two comprehensive 
river-basin improvements which are beyond the capacity of local 
initiative, public or private, but which are needed for irrigation, power, 
flood control and municipal and industrial water supply. These 
are the Upper Colorado River Basin development in the States of 
Colorado, Utah, Wyoming, Arizona, and New Mexico, and the 
Fryingpan-Arkansas development in Colorado. The Colorado River 
development will enable the Upper Basin States to conserve flood 
waters and to assure the availability of water and power necessary 
for the economic growth of the region. The total cost of these major 
developments is estimated at 1.1 billion dollars, with first-year ex
penditures of 5 million dollars. Sale of power generated at these 
developments will repay the power investment within 50 years and 
will make a contribution toward repayment of other investments.

In furtherance of the policy to move forward with needed water 
use and control projects, the 1956 budget provides for the starting 
of a number of new authorized Federal projects. For each authorized 
project recommended, planning has advanced to the stage where the 
project could be placed under construction early in 1956. Most of 
the projects are small or intermediate-sized developments, having a 
high degree of financial participation by local interests or a reason
able excess of benefits over costs. Some of them are essential to
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permit full functioning of Federal works already completed or under 
construction.

This budget makes provision for the Bureau of Reclamation to start 
construction on 5 new irrigation and water supply projects, and for 
the Corps of Engineers to begin work on 10 local flood protection 
projects, 2 flood control projects of broader scope, 8 projects for beach 
erosion control, and 14 navigation projects. It also provides for re
sumption of work which was suspended a few years ago on 1 local flood 
protection project and 1 navigation project. These add up to 39 new 
projects and 2 resumptions. In addition, 2 million dollars is recom
mended for the construction of a number of small projects to be se
lected by the Secretary of the Army, none of which may cost more than
150,000 dollars. The total cost of all this new work is estimated at 347 
million dollars, of which expenditures of 23 million dollars are con
templated for the fiscal year 1956. The navigation projects included 
in the above construction starts, at an estimated cost of 198 million 
dollars, are discussed in the commerce and manpower section of this 
message.

In the selection of reclamation projects, consideration has been given 
to (1) more efficient use of present water supply and correction of 
adverse water supply conditions, and (2) the proportion of the irri
gation investment which will be repaid by the water users. The new 
local flood protection works will provide benefits primarily in highly 
urban and industrialized areas. The new flood control projects are 
the Eagle Gorge Reservoir in Washington, on which there will be sub
stantial local contributions in related work and cash, and the Old 
River Control project in Louisiana. The latter project is essential 
to prevent the diversion of the Mississippi River to the Atchafalaya 
River channel, with resultant disruption to the economy of the lower 
Mississippi River area.

Adequate collection and evaluation of basic data on topography, 
minerals, soils, and water and weather conditions are essential to 
provide a sound basis for water resources projects. Current progress 
in collection of basic data will be continued. It is also essential to 
prepare adequate project designs prior to construction to assure 
efficient construction and to safeguard the public investment. I am 
recommending increased funds for general investigations by the Bureau 
of Reclamation to assure a proper basis for project authorization. 
Advance planning of authorized projects by the Corps of Engineers 
and the Bureau of Reclamation will proceed at a rate which will 
permit early initiation of construction on projects in accordance with 
needs and budget policy. This budget also provides 1 million dollars 
under proposed legislation for a survey to determine whether hydro
electric power can be economically developed from the tremendous 
tides at Passamaquoddy Bay.
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Expenditures of the Bonneville, Southeastern and Southwestern 
Power Administrations in the fiscal year 1956 are in line with the 
partnership policy whereby State, local, and private interests partici
pate in power development and transmission. The expenditure esti
mates also reflect the approaching completion of transmission systems 
for marketing power from Federal projects now under construction.

In order to establish equity between the Federal Government and 
other interests, I recommended in my 1955 budget message enactment 
of legislation to provide that the Federal Government make payments 
to non-Federal owners of water resources projects when Federal hydro
electric power developments benefit from these projects. Payments 
are now required from other licensees deriving such benefits and I see 
no reason why the Federal Government should be exempted. I hope 
the Congress will amend the Federal Power Act during this session to 
require such Federal payments.

The Tennessee Valley Authority, in the fiscal years 1955 and 1956, 
will continue installation of steam electric and hydroelectric generation 
units started in prior years. With construction on some of the facilities 
nearing completion, gross expenditures of the Authority are estimated 
to show a very substantial decrease from 431 million dollars in 1955 
to 250 million dollars in 1956. Receipts from operations, largely from 
the sale of power, are expected to increase from 217 million dollars to 
248 million dollars. Thus, an approximate balance between expendi
tures and receipts is estimated for 1956, with net budget expenditures 
of 2 million dollars.

No appropriations have been recommended for new power genera
tion units in the fiscal years 1955 or 1956 for the Tennessee Valley 
Authority. After 600,000 kilowatts contracted for by the Atomic 
Energy Commission with the Mississippi Valley Generating Company 
become available for replacing power furnished the AEC by TVA, the 
scheduled capacity of the TVA system will provide for a substantial 
increase in loads through the calendar year 1958. The Tennessee 
Valley Authority is giving immediate attention to the possibilities 
of financing further expansion of its power system by means other 
than Federal appropriations. The Authority has been requested to 
complete its studies in time to permit consideration by the Congress 
at this session of any legislation that may be necessary. It is ex
pected that the power needs for the system will be reexamined after 
the Congress has had an opportunity to consider legislation to provide 
for future financing.

Legislation will also be presented to the Congress to provide that 
an adequate rate of interest be paid to the Treasury on appropriated 
funds invested in power facilities of the Tennessee Valley Authority.

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

1956



m 6 8 MESSAGE OF THE PRESIDENT

National jor est and other public lands.— Forest and range lands man
aged by the Forest Service and the Bureau of Land Management pro
vide valuable timber, range, and mineral resources. Receipts from 
these lands are estimated at 165 million dollars in 1956. Part of these 
receipts are appropriated for payments to the States and counties in 
which the lands are located. Increased expenditures are recommended 
in 1956 for construction of forest roads and trails, supervision of timber 
sales, and soil and moisture conservation work. As a result of Federal 
cooperative assistance in the past, States are now assuming greater 
responsibility for forest fire control on non-Federal lands and some 
reduction in Federal payments is proposed for 1956. Expenditures on 
Indian lands and resources will provide for management of forest and 
range lands at the current level, but some increases are recommended 
for soil and moisture conservation, maintenance of buildings and util
ities, and construction of roads.

In the fiscal year 1955, the submerged lands of the Outer Conti
nental Shelf were first offered for drilling for oil and gas under Federal 
leases. Receipts from these leases, deposited in the Treasury, are 
estimated at 147 million dollars in 1955 and 100 million dollars in 1956. 
Leasing of these lands will continue to provide substantial receipts in 
later years.

Urgent needs for maintenance and for improved services to the 
increasing number of visitors will require some increase in expenditures 
for our national parks, monuments, and historic sites. Employment 
of additional personnel to collect admission fees, together with the 
increase in fees put into effect during the current year, will result in 
increased receipts to the Treasury. Parkways, roads, and trails will 
be extended in 1956, pursuant to authority provided in the Federal 
Aid Highway Act of 1954.

Mineral jesources.—DvLvmg the past year, the Cabinet Committee 
on Minerals Policy has recommended, and I have approved, general 
guidelines for developing mineral resources in accordance with our 
national security needs. Case by case studies of individual mineral 
industries will be made to determine within the framework of our 
overall domestic and foreign economic policies the proper level of 
efficient domestic production necessary for our mobilization base. 
Where necessary, the various means available to the Government 
will be used to support essential parts of the mobilization base. The 
factfinding and research activities of the Geological Survey and the 
Bureau of Mines will contribute to this end.

I recommend legislation and a supplemental appropriation in the 
fiscal year 1955 to enable the Federal Government to cooperate with 
the State of Pennsylvania in providing facilities for surface water
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drainage in the anthracite coal region. This will afford protection 
against the flooding of valuable resources and the decrease in employ
ment which would result if additional mines were closed.

COMMERCE AND MANPOWER

The basic principle underlying budget recommendations for pro
grams in the field of transportation, housing, and business is that the 
national interest is best served by privately owned and operated 
industry, which is assisted by a minimum of Federal funds and Federal 
basic facilities operated at the lowest feasible cost and financed, where 
possible, by charges levied on the users of the services. Budget 
recommendations for manpower programs are designed to help the 
Nation’s productive system function smoothly and efficiently, by 
providing economic safeguards for workers, by helping bring together 
jobseekers and jobs, and by fostering orderly labor relations and the 
amicable settlement of disputes.

In the past 2 years, in furtherance of these principles, we have 
strengthened our major commerce and manpower programs by placing 
increased reliance on expansion of private investment, by encouraging 
greater participation of State and local governments, and by providing 
for the extension of coverage of unemployment insurance. Wherever 
possible, Federal programs are being placed on a self-supporting basis. 
As a result, a large share of the Government’s operations in these 
areas is being financed from program receipts, rather than from tax 
revenues.

After 30 years of discussion, the United States is joining with 
Canada in constructing the Saint Lawrence Seaway. A joint pro
gram is underway with industry to modernize our merchant fleet. 
Federal aids to States for highway construction have been increased. 
Positive steps have been taken to promote an economically sound 
system of air transportation with reduced reliance on Federal sub
sidies. The Post Office Department has made major improvements 
in service and substantially reduced its operating deficit. Limited 
attacks on urban blight through slum clearance have been expanded 
into a comprehensive urban renewal program. More private invest
ment in housing is being encouraged by more liberal mortgage insur
ance, by the voluntary home mortgage credit program, and by per
mitting private investors to retire gradually the Government’s 
investment in the secondary mortgage market. Meanwhile, other 
housing loans and Government-owned housing are being liquidated 
as rapidly as feasible. Our production capacity has been expanded 
to make possible speedier mobilization in case of future emergencies. 
Provision has been made for extension of coverage of the Federal- 
State unemployment compensation system to 4 million more workers.

210000 55----- VI
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C O M M E R C E  A N D  M A N P O W E R  

[Fiscal years. In millions]

Gross expenditures Net expenditures Recom
mended new 
obligational 

authority 
for 1956

Program or agency
1954

actual
1955
esti

mated

1956
esti

mated
1954

actual
1955
esti

mated

1956
esti

mated

Provision of highways__________________ $586 $659 $725 $586 $659 $725 $919
235Merchant marine......... 236 228 198 153 209 192

403 409 441 313 325 353 330
Promotion of aviation___ ____ _________
Postal service:

Present program_____________________

275

2,686

274 

2, 741

283

2, 811 
—270

275

312

274

268

283

294

284

295
Proposed pay and rate increases____ —270 —270

Other transportation and communica
tion programs . ____________ ______ 62 58 60 -2 8 36 42 37

Urban development and redevelopment:
Present programs____________________ 37 86 145 22 56 94 4
Proposed legislation________ _______ 200

Aids to private housing:
Federal Housing Administration___ 125 143 130 -2 8 -4 2 -6 7
Federal National Mortgage Asso

ciation-. __ ______________________ 563 813 338 -221 243 -1 9 3
Veterans Administration:

Present programs ________  __ 118 170 92 85 118 39
Proposed legislation____ _____ ._ 90 90 100

Other_________________________________ 31 5 5 -1 6 -2 9 —29
Public housing programs_______________ 658 570 604 -401 —85 34 96
Other housing and community facilities. 
Civil defense and disaster relief___

93
103

83
80

52
76

53
61

54
72

44
70

19
71

Promotion of defense production:
Present programs ___________________ 936 1,061 626 216 76 104 6
Proposed legislation ______________ 12 12

Business loans and guaranties:
Present programs ___________________ 131 50 11 -1 0 0 -3 8 -1 0 6
Proposed legislation_________________ 28 28 67

Other promotion or regulation of busi
ness. _________ 33 37 37 17 21 36 36

Unemployment compensation and place
ment:

Administration . . . . .  ___________ 211 204 254 209 203 253 257
Payment to Unemployment Trust 

Fund __ 64 87 64 87 87
Other labor and manpower programs:

Present programs. . .  . ___ _________ 67 65 66 67 65 66 66
Proposed legislation . _ . . 4 4 5

Total__________ _______________ 7,355 7,800 6, 908 1,577 2, 550 2.186 i 2,846

i Compares with new obligational authority of 2,846 million dollars in 1954 and 3,381 million dollars in 1955,

The appropriations recommended in this budget will permit even 
greater progress in the fiscal year 1956 and later. In addition I am 
recommending legislation (1) .to bring the interstate highway system 
up to modern standards in the next decade; (2) to make the postal 
system self-supporting; (3) to increase authority for mortgage in
surance and urban renewal grants and to authorize contracts for 
additional public housing units; (4) to extend the Defense Production
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Act, the Small Business Act, and the veterans’ housing loan program 
beyond their present expiration dates of June 30, 1955; and (5) to 
raise the minimum wage now provided under the Fair Labor Standards 
Act and modernize Federal workmen’s compensation and other labor 
laws.

Gross expenditures for commerce and manpower, including pro
posed legislation, will be reduced from an estimated 7.8 billion dollars 
in the fiscal year 1955 to 6.9 billion dollars in 1956, primarily because 
of reduced purchases of mortgages by the Federal National Mortgage 
Association and lowel’ spending for defense production activities. 
Assuming enactment of the recommended increase in postal rates, net 
budget expenditures for 1956 are estimated at less than 2.2 billion 
dollars, 364 million dollars below 1955.

Highways.— In the past decade and a half we have not kept pace 
with the rapidly growing needs for highways adequate for economic 
development and national security. I plan to send a special message to 
the Congress in the near future recommending a program of coordi
nated action by Federal, State, and local governments, to overcome 
major highway deficiencies. The additional budget expenditures, if 
any, required in the fiscal year 1956 would be relatively minor.

Budget expenditures for highways under present programs will con
tinue to increase as a result of the enlarged program already provided 
in the Federal Aid Highway Act of 1954. Grants to States (including 
Federal administrative expenses) will amount to 680 million dollars, 
with an additional 45 million dollars of expenditures for highways 
in Federal forests, on public lands, and in Alaska.

Merchant marine.—To continue our program of helping to bring the 
merchant fleet up to date, I am recommending for the fiscal year 1956 
new obligational authority for ship construction of 103 million dollars. 
These funds will: (1) continue the trade-in-and-build tanker program 
begun this year; (2) start orderly replacement of cargo ships built 
during or before World War II; (3) finance construction of two cargo 
ships and one tanker as prototypes for mass production in an emer
gency; (4) provide for the construction or conversion of four passenger- 
cargo ships; and (5) continue essential research and development work 
on ship design. The appropriation of 103 million dollars will be more 
than matched by private funds, resulting in total investment of about 
225 million dollars in new ship construction. Together with the joint 
400-million-dollar program now underway and with expanded naval 
construction in private yards, it should maintain a substantial nucleus 
of peacetime shipyard employment.

Payment of subsidies to American ship operators to offset lower 
operating costs of foreign ships will require appropriations estimated
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at 115 million dollars in 1956. The rapid rise recently in expenditures 
for this purpose and the possibility of continued increases make it im
portant to provide more effective budgetary control over the level of 
subsidized operations. I am, therefore, proposing in this budget to 
establish a limitation on new long-term contracts to pay operating- 
differential subsidies. Such a limitation will permit annual review 
by the President and the Congress of the extent of our future subsidy 
commitments.

Navigation aids and facilities.— In accordance with legislation 
enacted last May, the Saint Lawrence Seaway Development Corpo
ration has been established to construct, operate, and maintain that 
part of the new Seaway located in United States territory. Con
struction is being pushed at maximum speed because of the Seaway’s 
importance to economic development and national security. Almost 
one-quarter of the work is scheduled for completion by the end of the 
fiscal year 1956.

The Corps of Engineers program for rivers and harbors gives 
primary emphasis to inland wraterways and to those navigation 
projects needed to provide reliable access to important ports or to 
relieve serious congestion for important established deep draft traffic. 
The increase in expenditures from 108 million dollars in 1955 to 135 
million dollars in 1956 reflects mainly the normal rate of progress on 
construction of projects started in 1955 and the resumption of urgently 
needed maintenance of shallow draft channels.

In addition, 14 new navigation projects and the resumption of one 
project previously suspended are recommended in the fiscal year 1956. 
These are projects which promise to yield benefits relatively high in 
comparison to the construction costs involved or which have sub
stantial local participation. With 2 exceptions, these are relatively 
small or intermediate-sized projects. Dredging of the Delaware 
River channel between Philadelphia and Trenton is proposed, but 
specific recommendations will be sent to the Congress only on the 
basis that provision be made for adequate cost-sharing in some form. 
Appropriations are recommended to widen the Calumet-Sag Waterway 
in Illinois to make this vital channel adequate to handle present and 
steadily increasing traffic needs.

Although expenditures of the Coast Guard will continue to decline 
from 205 million dollars in 1955 to 193 million dollars in 1956, the 
basic aids provided for air and water commerce will be maintained at 
their current strength. In addition, the Coast Guard will again oper
ate the ocean weather-station network for the Department of Defense.

Promotion of aviation.— We have made shifts in Federal aviation pro
grams during the past 2 years in order to reduce assistance no longer

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

1956



MESSAGE OF THE PRESIDENT m73

required and to concentrate 011 those Federal aids which are indis
pensable to the continued rapid progress of aviation.

Since October 1953, when responsibility for subsidy payments to 
commercial air carriers was placed in the Civil Aeronautics Board, 
substantial progress has been made in decreasing the level of subsidies. 
Expenditures by the Civil Aeronautics Board for this purpose in 1955 
are now estimated at 70 million dollars compared to 80 million dollars 
estimated a year ago; a further decline to 63 million dollars is antici
pated for 1956. This trend is consistent with the recommendations 
made by the Air Coordinating Committee after a comprehensive 
study made at my request of our basic civil aviation policies. In addi
tion, wherever possible, military mail is being carried by commercial 
airlines, thus not only eliminating Government competition with pri
vate business, but also helping to reduce subsidies to the private 
carriers.

The continuing growth of civil and military air traffic has increased 
congestion on the airways system— at times restricting aircraft opera
tions in areas of heavy traffic. As a step to maintain high standards 
of safety and increase the regularity of flights, I am recommending 
increased appropriations for the Civil Aeronautics Administration for 
expansion and improvement of air navigation facilities and for more 
radar traffic control equipment.

With the increasing maturity of civil aviation, the Federal Govern
ment soon should be able to reduce substantially its safety promotion 
and enforcement activities without affecting the present high level of 
safety. I have requested the early preparation of a plan, in coopera
tion with industry, to achieve this objective.

I again recommend incorporation of Washington National Airport 
to provide the administrative flexibility needed for efficient operation 
of this business-type enterprise.

The work of the National Advisory Committee for Aeronautics is 
of key significance in strengthening our military aircraft and guided 
missiles programs and in supporting our continued progress in the air. 
During recent years we have achieved spectacular success in flying 
at speeds well beyond the speed of sound. However, we have not yet 
overcome all problems of structural failure, engine malfunctioning, 
and lack of stability and control at high speeds. A more intensive 
effort in these fields is needed in order that the great improvements in 
performance now known to be possible can be realized in the actual 
production of military aircraft, engines, and missiles, which represent 
such an important and costly part of our defense program. For these 
reasons, I am recommending additional appropriations for both 1955 
and 1956 to increase the Committee’s research effort in fields of 
critical military importance.
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Postal service.— Considerable progress is being made in providing 
better postal service to the American people at lower cost to the 
taxpayer. Movement of first-class mail has been expedited. Sub
stantial investments have been made in capital improvements and in 
skilled personnel which are just beginning to pay dividends. Long
term leases are being negotiated which will permit acquisition of 
needed modern postal facilities. Promising experiments in new 
equipment are underway which, if successful, will revolutionize mail- 
handling techniques.

Largely because of these savings, the net expenditures of the Post 
Office under existing laws have been reduced to the lowest level in the 
last 8 years. The increased postal rates which I recommended in my 
special message to the Congress would add 400 million dollars to postal 
revenues. This would be enough to cover the recommended pay 
adjustments of 130 million dollars and reduce net expenditures to 
24 million dollars in the fiscal year 1956. These steps, together with 
further major economies now in process, should cause the postal 
system to become self-supporting in the near future. As a long-run 
solution, an independent commission should be created to review 
future rate changes proposed by the Postmaster General in accordance 
with a basic formula laid down by the Congress.

Urban development and redevelopment.—-Under the new urban re
newal program authorized by the Housing Act of 1954, local public 
agencies, jointly with forward-looking private investors, are develop
ing and executing plans to rebuild our major cities and prevent the 
decay which is making large urban areas unfit for sound economic 
investment or family life. The act strengthens the previous slum 
clearance program by {a) requiring localities as a condition of Federal 
aid to have a workable plan to eliminate substandard housing and 
neighborhood decay; (6) providing Federal grants and loans for 
neighborhood rehabilitation, as well as redevelopment projects; and 
(c) authorizing the Federal Housing Administration to insure mort
gages on homes in blighted areas and to help finance new homes for 
families displaced by slum clearance.

By the end of the fiscal year 1956, an estimated 22 slum clearance 
projects will be completed, and 364 other slum clearance and urban 
renewal projects will be underway. Net expenditures will increase 
from 56 million dollars in 1955 to 94 million dollars in 1956, largely for 
capital grants to pay the Federal share of project costs. On the basis of 
experience thus far, private investment and local government expend
itures for slum clearance and urban renewal projects will be about 
four to five times as great as the Federal capital grants.

Before the end of the current fiscal year, the present 500 million 
dollars in contract authority for capital grants will be committed.
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Accordingly, to permit the program to go forward without delay, I am 
recommending legislation to provide an additional 100 million dollars 
in capital grant authority in the fiscal year 1955, and 200 million 
dollars in each of the two subsequent fiscal years.

Federal Housing Administration.— The Federal Housing Adminis
tration is now authorized to insure larger loans with longer maturities, 
as well as loans to support the urban renewal program and to help 
servicemen buy homes. Thus, more of our people can buy their own 
homes. Because of the more liberal terms provided and the increased 
availability of mortgage credit, applications for mortgage insurance 
have risen substantially in recent months. On the basis of the present 
outlook, construction or purchase of almost 800,000 homes and 
improvement or repair of 1,500,000 other homes will be financed 
during the fiscal year 1956 by private lenders backed by Government 
insurance commitments.

The total private investment in both new and existing homes by 
homeowners and builders, underwritten by the Federal Housing 
Administration, in the fiscal year 1956 will amount to an estimated 8.3 
billion dollars. To meet the expanding needs for mortgage insurance 
for the remainder of the fiscal year 1955 and through 1956, approxi
mately 5 billion dollars in additional insurance authority will be 
required.

In recent months both legislative and administrative measures have 
been taken to eliminate abuses in insurance programs. The budget 
also includes additional funds to assure more adequate supervision. 
The increase in premium collections and other income will, however, 
more than offset the increased supervisory expenditures, and receipts 
are estimated to exceed expenditures by 67 million dollars in the fiscal 
year 1956, compared with 42 million dollars in 1955.

Federal National Mortgage Association.— Under the Housing Act of
1954, the Federal National Mortgage Association was reconstituted to 
comprise financially separate activities for the secondary market, 
special assistance, and management and liquidating functions. 
Except for the initial transfer of the Government capital investment of 
92 million dollars from the earlier association, the secondary market 
activity will be financed entirely from private funds and its operations 
are, therefore, not reflected in this budget. The purpose of this ac
tivity is to make sure that mortgage funds are available to meet nor
mal needs in all parts of the Nation at market rates of interest. Pri
vate capital will be gradually substituted for the Government invest
ment until the Government funds are fully repaid and the private 
owners take over responsibility for the program.
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Expenditures and receipts for the other two activities are included 
in the budget totals. Under the special assistance program, the 
President can authorize limited purchases of mortgages (a) to meet 
acute housing needs of groups or areas unable to obtain private 
financing, or (6) to prevent a decline in housing activity. In the 
fiscal years 1955 and 1956, the Association expects to support the 
financing of about 90,000 housing units, primarily for the urban 
renewal program. This support will be mainly through commit
ments to purchase participations in private mortgages. Under the 
management and liquidating function, the Association will adminis
ter the 3.1 billion dollars of mortgages and undisbursed commitments 
outstanding at the beginning of the fiscal year 1955.

Primarily because of large purchases under previous commitments, 
expenditures by the Association will exceed receipts by 243 million 
dollars in the fiscal year 1955. In 1956, however, net receipts of 193 
million dollars are anticipated.

Veterans1 housing loans.— The Veterans Administration program 
of direct housing loans expires on June 30, 1955. These loans are 
made only where guaranteed private mortgages are not available or 
cannot be secured through the voluntary home mortgage credit pro
gram. I recommend legislation continuing this program until expi
ration of the veterans' loan guaranty program for World War II 
veterans on July 25, 1957. If permission is granted to use receipts 
from repayments, as well as from sales, new obligational authority of 
100 million dollars should be adequate for the fiscal year 1956.

Public housing.— The aids contained in the Housing Act of 1954, 
and especially the aids to low-cost housing, will provide the oppor
tunity for the private housing industry to satisfy, eventually, the 
housing requirements of families of all income groups. In the mean
time, it is essential to continue a minimum amount of low-rent 
public housing construction to meet the critical needs of the lowest 
income families and to help provide a new place to live for families dis
placed by urban renewal and slum clearance operations. I recommend 
a 2-year authorization for contracts with local housing authorities to 
pay contributions for an additional 35,000 low-rent units each year. 
Funds necessary for this purpose have been included in this budget.

Liquidation of the emergency World War II public housing program 
is accelerating. By June 30, 1956, two-thirds of the 195,000 units 
owned by the Government at the end of 1954 will have been sold, 
transferred, or demolished. Meanwhile expenditures for the defense 
housing program started during the Korean emergency will be almost 
completed.
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Gross expenditures for public housing programs, chiefly temporary 
construction loans to local authorities and annual contributions for 
completed projects, are estimated at 604 million dollars in 1956. 
Receipts, mostly from private refinancing of these Federal loans and 
rental and sale of emergency housing, will total an estimated 570 
million dollars, leaving net expenditures of 34 million dollars.

Other housing and community facilities.— By the end of 1956, the 
Housing and Home Finance Agency will have approved 297 loans to 
finance construction of dormitory rooms for about 63,800 students 
and homes for 1,500 faculty and student families at colleges and 
universities throughout the Nation. In the past 2 years the Agency 
has helped to develop a private market for long-term dormitory 
revenue bonds, formerly rarely bought by private investors. The 
increasing success in attracting private funds is a major reason for 
the decline in net expenditures from 41 million dollars to 28 million 
dollars.

Oivil defense and disaster relief.— Expenditures for civil defense are 
classified with expenditures for dealing with peacetime disasters in 
the commerce and manpower section, but the program is discussed 
in the major national security section of this message in view of its 
close relation to continental defense.

Promotion of defense production.— Gross expenditures for promotion 
of defense production are expected to decline from 1,061 million 
dollars in 1955 to 638 million dollars in 1956. Most of this reduction 
is in the synthetic rubber and tin programs. In accordance with the 
terms of the Rubber Producing Facilities Disposal Act, the estimates 
assume that these plants will be sold or leased before June 30, 1955. 
Most of these facilities have already been sold, subject to congressional 
approval. Moreover, since purchases of tin for the national stockpile 
have now' been completed and world supplies are ample to meet current 
needs, no provision is made for continued operation of the Government 
tin smelter.

Gross expenditures under the Defense Production Act will continue 
at relatively high levels, primarily to meet previous commitments 
made to provide guaranteed markets, loans, or grants to producers of 
critical defense materials. Net expenditures will amount to only a 
fraction of gross disbursements, since most of the materials purchased 
are being sold to the stockpile of strategic and critical materials to 
meet its objectives, and to industry. The stockpile program is dis
cussed in the major national security section of this message.

Under present law, the Defense Production Act expires on June 30, 
1955. Since important gaps in our mobilization preparedness require
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continued Government encouragement, I recommend extension of 
the act with modifications for 2 years. No increase in the present 
borrowing authority of 2.1 billion dollars is anticipated at this time.

Business loans and guaranties.— Liquidation of business loans made 
by the Reconstruction Finance Corporation is well advanced. During 
the 3-year period from June 30, 1953, to June 30, 1956, business loans 
and commitments will have been reduced from 458 million dollars to 
about 53 million dollars through repayments, refinancing, and sales 
to private financial institutions.

Loans to small businesses by the Small Business Administration 
have been expanding substantially during the last year. Loans are 
made only if private credit on reasonable terms is not available, and 
more than two-thirds of the loans so far extended have been made 
jointly with private banks. The present authority expires on June 30,
1955, and I recommend its extension. Assuming continuance of the
1955 level of operations, about 1,200 new loans would be authorized 
in the fiscal year 1956, and additional appropriations of 67 million 
dollars would be required.

Labor placement and unemployment compensation administration.—  
Budget expenditures under existing law for administering the joint 
Federal-State program of employment services and unemployment 
insurance are estimated at 253 million dollars for the fiscal year 1956, 
50 million dollars higher than in the current year. About%29 million 
dollars of this increase is nonrecurring and results from a change in the 
timing of funds advanced to the States; this does not affect the level 
of operations. The rest is largely for State-approved increases in 
salaries paid to the State employees who administer the program, and 
for improvements in the placement service.

Legislation enacted last year provides for transferring annually to 
the unemployment trust fund the excess of receipts from the Federal 
unemployment tax over operating costs of the program. The excess 
received during 1955, to be transferred in the fiscal year 1956, is esti
mated at 87 million dollars, an increase o f 23 million dollars over 
the amount transferred this year. These funds are to be used to 
set up a reserve of 200 million dollars from which loans can be made 
to those States which deplete their own reserves for benefit payments.

The present law authorizing the recruiting of qualified workers from 
Mexico for seasonal farm employment in the United States expires 
December 31, 1955. However, the need for this service will continue 
and I shall recommend its extension. Accordingly, my budget recom
mendations, including proposed legislation, provide funds for the entire 
fiscal year 1956.
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Other labor and manpower programs.— Industrial injuries have been 
significantly reduced through the efforts of both labor and manage
ment, but these injuries still cost us 40 million man-days every year. 
This is a heavy tax on our economic progress, as well as on the indi
vidual employees and employers. Workmen’s compensation pro
grams— an important facet of the industrial safety problem— have 
lagged behind other social insurance programs in recent years. Al
though workmen’s compensation is predominantly a State program, 
the Federal Government can and should stimulate improvement—  
especially through studies and clearing house activities. The budget 
for the fiscal year 1956 provides for studies which will enable the 
Department of Labor to promote more effective safety programs and 
assist States in improving their workmen’s compensation standards. 
In addition, I shall recommend legislation which, over the next few 
years, should aid the States in further developing industrial safety 
programs. Two million dollars are included for this purpose in 1956.

At present all workmen’s compensation payments to Federal em
ployees are provided from a single appropriation. To encourage 
better safety practices, I shall recommend legislation to shift the 
financing of some of these benefit payments to the employing Federal 
agency. Legislation will also be recommended to liberalize workmen’s 
compensation benefits paid to longshoremen and harbor workers under 
laws administered by the Federal Government.

The apprentice training program of the Department of Labor has 
contributed to improvement of the skill and versatility of thousands 
of workers. As our economy continues to expand, many more skilled 
workers are needed. Accordingly, the budget proposals provide for 
redirecting and improving Federal participation in these training 
activities.

As part of a governmentwide program to improve our economic 
statistics, this budget includes 1.5 million dollars for additional work 
during the fiscal year 1956 in the labor and manpower field, covering 
primarily statistics on employment and unemployment, and for basic 
data for mobilization and civil defense.
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Unemployment trust fund.— The following table shows receipts and 
expenditures of the unemployment trust fund.

U K  E M P L O Y M E N T  T R U S T  F U N D

[Fiscal years. In millions]

Item 1954 actual 1955
estimated

1956
estimated

Balance in fund at start of year___________________________  _______ $9,246 $8,993 $8,785

Receipts:
Deposits by States and railroad unemployment taxes___________
Interest___________________________________________________ _________

1,268
224

1,219 
220 
64

-1 ,7 1 2

1,421
204
87

-1 ,5 9 4
Transfer from general fund................................................................

Payments: State and railroad withdrawals for benefits______________

Net accumulation (+ )  or withdrawal (—) _______________ ____ _

Balance in fund at close of the year___________________ ___________

-1 ,7 4 5

-2 5 3 -2 0 9 +118

8,993 8,785 8,903

GENERAL GOVERNM ENT

Net expenditures for general government activities are estimated 
at 1..6 billion dollars for the fiscal year 1956, an increase of 344 million 
dollars from the fiscal year 1955. The higher level of expenditures in
1956 reflects primarily (a) the proposed resumption of payments to the 
Civil Service Retirement Fund for the Government’s share of the cost 
of current benefits for retired Federal civilian personnel and (b) 
substantially higher payments arising from claims against the Gov
ernment. Other expenditures for general government cover in the 
main the costs of such basic Government services as making and 
enforcing laws, collecting taxes and customs, managing the public 
debt, and safeguarding and maintaining public buildings and records.

Special allowances are made in the reserves for proposed legislation 
of this budget for adjustments in the pay and benefits of civilian 
employees of the Government which I recommended recently in a 
special message to the Congress. The proposed benefits include a 
new system of contributory hospitalization and health insurance.

Legislative functions.—Expenditures for legislative activities are 
estimated to increase from 51 million dollars in 1955 to 63 million 
dollars in 1956, primarily because of construction of the new Senate 
Office Building.
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G E N E R A L  G O V E R N M E N T

[Fiscal years. In millions]

Program or agency

Expenditures Recom
mended new 
obligational 

authority 
for 1956

1954
actual

1955 esti
mated

1956 esti
mated

Legislative functions_____ __ _________  ________________ $45 $51 $63 $50
Judicial functions_______________ ________________________ 29 33 34 33
Executive direction_________________________  __ _________ 11 13 11 11
Federal financial management:

Tax collection._ _ __________________________________ 277 273 285 286
Customs collection, debt management and other______- 171 164 165 164

Other central services:
Central property and records management_____________ 152 156 162 164
Civil Service Commission_______________________________ 16 15 17 17
O th e r .__________ __ ___________________________  . ___ 16 21 21 24

Retirement for Federal civilian employees:
Present programs. . .  ____________________________________ 34 32 2 2
Proposed legislation____________________ __ .................... . 216 216

Unemployment compensation for Federal civilian employees. 33 40 40
Protective services and alien control:

Federal Bureau of Investigation_________________________ 75 79 91 88
Immigration and Naturalization Service______________ 40 44 45 45
Other. _____________ _____  _________  __ ____________ 31 23 25 24

Territories, possessions, and District of Columbia:
District of Columbia___________  ______________________ 13 25 34 32
Territories, possessions, and o th e r....................................... 43 49 48 45

Other general government:
Payment of claims and relief acts________________________ 213 163 250
Weather Bureau__________________________ _______________ 26 25 29 33
Other_____________________________ __________________ _____ 20 23 32 30

Total_________ ____________________ _____________________ 1,212 1,225 1,569 11,305
Deduct applicable receipts___________________ _____ _____ 4 3 3

Net budget expenditures_____________ ____________ ___ _ 1,209 1,222 1,566

i Compares with new obligational authority of 1,041 million dollars in 1954 and 1,056 million dollars in 1955.

Federal financial management.'—To enable the Internal Revenue 
Service to make still more progress in equitable and effective enforce
ment of the revenue laws, I am recommending increased appropria
tions of 12 million dollars to extend the audit of tax returns. The 
improved enforcement should result in increased tax receipts from 
those who have not been paying their fair share. In addition, I am 
recommending legislation to reduce the frequency of information 
returns submitted by employers withholding income and social security 
taxes and to strengthen enforcement of these taxes. These amend
ments will not only cut down the reporting burden on private business, 
but will also increase budget receipts, especially in later years. Total 
expenditures for collection of taxes and customs, for administration 
of the public debt and for other Federal financial management are 
estimated at 450 million dollars for the fiscal year 1956.
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Central property and records management.-—The General Services 
Administration is making substantial and continuing economies in 
the governmentwide management of property and records. Central 
motor pools are planned for 15 cities, with important savings antici
pated. Substantial reductions in office and warehouse space are con
tinuing. As a result of examination of Government real property 
holdings, the sales program of surplus real property will be accelerated, 
with the desirable result of returning this property to local tax rolls 
and increasing budget receipts.

In this budget, I recommend added funds for more adequate 
repair and improvement of public buildings to protect the Govern
ment’s investment. Estimated expenditures for central property and 
records management will therefore rise from 156 million dollars in 
1955 to 162 million dollars in 1956.

To help meet the most critical needs for office space, construction of 
several general-purpose buildings has already been approved under 
the long-term lease-purchase contract authority provided by the 
Eighty-third Congress, and additional buildings will be considered 
as quickly as determinations of need and cost can be made. These 
buildings will be purchased through annual appropriations for rental 
payments.

Civil Service Commission.— Under the recent revisions of the 
Federal civil service rules, a substantially higher proportion of civilian 
employees will be on a competitive basis. The transition to this 
system will require additional funds for the Civil Service Commission 
for administering the necessary examining program, both in the 
continental United States and overseas.

Retirement for Federal civilian employees.— The civil service retire
ment and disability system should be financed on a more satisfactory 
basis. Employees now contribute 6 percent of pay, covering about 
one-half the currently accruing cost, and the Government is respon
sible for the rest of the cost. In the past the Government’s share of 
payments to this fund has not been provided on a consistent basis and 
in the last 2 years appropriations have been deferred pending the 
report of the Committee on Retirement Policy for Federal Personnel. 
The Committee’s report to the Eighty-third Congress establishes the 
necessity for a sound and lasting financial basis for the civil service 
retirement system.

Financing of the civil service system is a problem requiring careful 
consideration because of its importance to the Federal career service. 
For 1956 I am recommending a Government contribution of 216
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million dollars which is estimated to be the difference in that year 
between the Government’s share of current benefit disbursements and 
the interest earned on its part of the fund. This will serve to main
tain at its present level the equity the Government already has built 
up in the fund through its past contributions.

Other budget expenditures for retired Federal civilian employees 
are estimated to decline from 32 million dollars in the fiscal year 1955 
to 2 million dollars in 1956 because payments for cost-of-living 
increases under the act of July 16, 1952, will be made from the trust 
fund.

Unemployment compensation jor Federal civilian employees.— Legis
lation enacted by the last Congress provides for the payment of un
employment compensation benefits to Federal civilian workers. These 
payments are similar to those available to most workers in private 
industry and are being paid through existing State unemployment 
compensation agencies. Payments reimbursing the States for the 
cost of this program for the fiscal year 1955 are estimated at 33 mil
lion dollars, requiring a supplemental appropriation of 20 million 
dollars. Expenditures are estimated to rise in 1956 to 40 million 
dollars because for the first time the plan will be in operation for a 
full fiscal year.

Protective services and alien control.— Increased expenditures for 
protective services and alien control are recommended to strengthen 
the border patrol operations of the Immigration and Naturalization 
Service and to maintain the Federal Bureau of Investigation at its 
present effectiveness in the fiscal year 1956. The Bureau’s work has 
been increased by added responsibilities for internal security. At the 
same time, its costs have risen because of recently enacted legislation 
providing premium pay for FBI agents for overtime and holiday work.

District of Columbia.— Under the new public works program author
ized by the Congress last spring, Federal expenditures for the District 
of Columbia will increase to 34 million dollars in the fiscal year 1956. 
Of this amount, 22 million dollars represents the Federal Government’s 
share in the costs of District government and public services; loans 
of 12 million dollars will be made to the District for construction of 
highways, sewers, and waterworks.

Weather Bureau.— To increase the effectiveness of the weather 
service, I am recommending replacement of certain obsolete facilities 
with modern observational equipment. This budget provides for the 
Weather Bureau to take over operation of 25 upper-air stations and
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perform certain other activities basic to civilian weather service which 
are now carried on by the Department of Defense. These proposals 
will carry out recommendations made by an advisory committee of 
eminent meteorologists. With the improved program, the expendi
tures of the Weather Bureau for the fiscal year 1956 are estimated at 
29 million dollars, an increase of 4 million dollars over 1955.

Claims and relief acts.— Payments for claims and relief acts are 
estimated at 250 million dollars for the fiscal year 1956, an increase of 
87 million dollars over the 1955 estimate. The increase consists 
entirely of higher payments for certified claims, which represent, in 
the main, bills presented for payment after the appropriation involved 
has lapsed. In the fiscal year 1955 certified claims are expected to be 
lower than in 1956 because claims which would otherwise have been 
paid from this account are being paid from certain Department of 
Defense appropriations which were extended by the Congress for 
1 year.

INTEREST

The large interest payments by the Federal Government arise pri
marily from the tremendous increase in the public debt during World 
War II. In the fiscal year 1956 they account for about 10 percent of 
total budget expenditures. The size of the public debt and interest 
rates on the debt determine the general level of interest expenditures; 
variations may also occur from year to year from changes in interest 
payment provisions of specific securities.

IN T E R E S T  

[Fiscal years. In millions]

Item

Budget expenditures (net) Recom
mended 

new obli
gational 

authority 
for 1956

1954
actual

1955
esti

mated

1956
esti

mated

Interest on public debt_________________________________
Interest on refunds of receipts____________ ________ ______
Interest on uninvested trust deposits_____________________

$6,382 
83 

5

$6,475 
78 
5

$6,300 
73 

5

$6,300 
73 
5

T o ta l..____ _______ ______________________________________ 6.470 6,558 6, 378 1 6, 378

1 Compares with new obligational authority of 6,470 million dollars in 1954 and 6,558 million dollars in 
1955.

Interest on the public debt.— Interest payments on the public debt in 
the fiscal year 1956 are estimated at 6.3 billion dollars. Although 
the debt has increased, interest payments are estimated to be 175 
million dollars less than in the current year. This decrease reflects
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primarily the reduction in the calendar year 1954 in interest rates on the 
outstanding debt, ^nother reason for the decrease is the unusual 
concentration in 1955 of interest payments on part of the public 
debt refunded this year. As an example of both reasons, in the fall 
of 1954, 7.5 billion dollars of 2% percent certificates were refunded 
into a 1% percent certificate and a 2% percent bond. A full year's 
interest was paid in the fiscal year 1955 on the maturing 2% percent 
certificates; in addition, the first interest payment on the new 2}{ per
cent bond will be due in 1955. For these reasons interest payments 
in 1955 on this 7.5 billion dollar segment of the debt will be about 
130 million dollars more than in 1956.

We have* made progress in improving the structure of the public 
debt by lengthening the average maturity. Nevertheless, the aver
age interest rate on the debt has declined from 2.41 percent to 2.29 
percent during the last 12 months.

In this message, we have stated our objectives and our proposals 
for the coming year.

In preparing this budget we have weighed the requirements of each 
element of our strength in order that we may allocate our resources 
according to the requirements of the whole. To each is apportioned 
the full measure required by relative need and permitted by available 
means. At the same time our awareness of the necessity for efficient, 
economical, and moral Government and the development of partner
ships with State and local governments and with private enterprise 
permit reductions in total expenditures. A growing prosperity will 
result in increasing revenues and should make possible both a balanced 
budget and lower tax rates in the near future.

D w i g h t  D .  E i s e n h o w e r .

J a n u a r y  17, 1955.

510000—55------ vii
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To the Congress oj the United States:
I send you today the Budget of the United States Government for 

the fiscal year 1957 which begins July 1, 1956. This budget also in
cludes the fiscal results of all Government operations for the year 
ended June 30, 1955, and revised estimates for the current fiscal year 
ending June 30, 1956.

BUDGET TOTALS
[Fiscal years. In billions]

1955actual 1956estimated 1957estimated

Budget receipts_____________________________ _ - $60.4 $64.5 $66.3
Budget expenditures. 64.6 64.3 65.9

Budget surplus (+) or deficit (—)____  - .. -4.2 +.2 +.4

The budget I am proposing for 1957 is a balanced budget. It is 
my expectation that the budget wall also be in balance for the fiscal 
year 1956.

Although balanced, the margin of estimated surplus in each of these 
budgets is slim. This calls for the utmost cooperation between the 
executive and legislative branches to prevent increases in expenditures 
or reductions in receipts that would create a deficit.

The present encouraging budgetary outlook arises from a favorable 
combination of factors involving both receipts and expenditures. 
Substantial reductions in Government expenditures have been 
achieved in the past 3 years. A significant increase in revenues is 
currently anticipated as the result of our present unprecedented 
prosperity. In the achievement of this prosperity, the historic 
7.4-billion-dollar tax reduction and reform program of 1954—so advis
able during the transition to a peacetime economy then taking 
place—and the confidence born of prudent fiscal and credit man
agement have been strong energizing factors.

Budget expenditures in the fiscal year 1956 are now estimated at 
64.3 billion dollars. This is a reduction in Government spending for 
the third successive year. It is a decrease of 10 billion dollars from 
the amount actually spent by the Federal Government in the fiscal 
year which began July 1, 1952. It is a cut of 13.6 billion dollars from 
the amount proposed in the budget for the fiscal year beginning 
July 1, 1953, submitted to the Congress in January of 1953 before 
this administration took office.

For the fiscal year 1957, total expenditures are estimated to rise 
approximately 1.6 billion dollars over the anticipated level for 1956.

m 5
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This increase will be more than offset by the rise in receipts estimated 
to result from continued growth in the national economy. Efforts to 
obtain additional economies in Government operations must continue, 
for the balance achieved in the budget for 1957 is a balance at a high 
level of receipts and expenditures. The search for additional savings 
that can be effected while strengthening our security posture and pro
viding essential Government services must be relentless.

We will take full advantage of the proposals of the Commission 
on Organization of the Executive Branch of the Government, which 
has completed with high distinction the task of analyzing the ac
tivities of the Government. We will continue to give the taxpayer 
greater and greater value for each dollar spent. We will continue to 
foster orderly growth of our economy through sound fiscal policies. 
The confidence in the future among consumers and businessmen gen
erated by those policies must be maintained.

BUDGET POLICIES

We seek, above all, the attainment of a just and durable peace, 
Thus, the resources of the world can be directed to building a better 
life for all people. The people of the Soviet Union and of the countries 
under its domination are undoubtedly as anxious as the people of 
other nations to achieve this objective. I regret that the Soviet 
leaders have not as yet given any tangible evidence of an intention 
to agree on a plan of disarmament that can be verified by adequate 
inspection. In the absence of such tangible evidence, we must follow 
the course reflected in this budget of steadily strengthening the defense 
of the United States and its allies, so that the free world will remain 
strong enough to deter possible aggressors or to retaliate immediately 
and effectively if attacked.

At the same time, the Government of the United States will stead
fastly seek all possible ways of further progress toward our goal of 
peace. We will speed the development of the civilian uses of atomic 
energy and make the resulting benefits available, under appropriate 
controls, to other nations for the well-being of mankind. We will 
propose logical methods for advancing disarmament. We will pro
mote international trade and investment. We will not falter in our 
cooperative efforts to build the economic, as well as defensive, strength 
of the free world through the Mutual Security Program.

At home, programs instituted by the Executive and the Congress 
have helped to nurture an unprecedented prosperity without inflation. 
Our objective is to foster and encourage conditions in which this 
prosperity can be sustained and can be more fully shared by agricul
ture and certain sectors of our industrial economy. The growth and 
movement of our population and the complexity of our dynamic 
society are continually creating needs which must be met if we are to

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

1957



M E SS A G E  OF T H E  P R E S ID E N T

build wisely for the future. For years, many activities which are 
desirable for fostering sound economic growth have been postponed 
because of the overriding needs of war and defense.

Defense needs are still overriding and must continue to be met in 
full measure. However, budget revenues now permit us to undertake 
some new and expanded programs for enhancing opportunities for 
human well-being and economic growth. This budget reflects that 
purpose.

These two national objectives of securing a lasting peace and of 
sustaining widespread prosperity and well-being are closely linked to 
our third goal of financial strength and stability.

In the words of Washington’s farewell address, we must meet our 
defense needs by maintaining a respectable posture of defense. There 
is no magic number of dollars or of military units and weapons that 
would solve all our defense problems and guarantee our national 
security. Neither can total mobilization in peacetime be the answer 
to our defense needs. It is essential to have a stable, long-range 
defense program suited to our needs which avoids fluctuations in 
response to transitory pressures.

We are equally well aware that overenthusiastic and ill-considered 
Government efforts to promote economic development could lead to 
inflation, and could also choke off private initiative, which is the well- 
spring of economic development and of a better life. Inflation would 
bring suffering to the very groups whose well-being the Government 
would be trying to serve.

With a sense of proportion and with a sound progressive policy, 
we can continue our sure advance toward our objectives. The results 
to date of sound financial management so demonstrate. While con
tinuing substantial expenditures for military defense and mutual 
security, with some increases where needed, we can now propose the 
expansion of certain domestic programs, and, at the same time, 
strengthen our financial position by a balanced budget. But we 
must make sure that we do not undermine our financial strength by 
laying the groundwork for future budget deficits.

BUDGET DOCUMENT
A budget is not just a book of figures describing fiscal operations—  

it is a comprehensive plan of action for meeting our national objec
tives. As such, it affects every phase of the life and activity of the 
Nation. It is necessarily complex. Like the plans for a building, 
the budget must be sketched from various points of view to give a 
clear idea of its content and composition. Accordingly, despite some 
repetition, the various items in the budget are classified and grouped 
in different ways to help in the analysis of their overall significance.
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In this section of the budget message, I shall summarize budget 
expenditures in terms of a few broad purposes and also in terms of 
their controllability through the budget process. Following this dis
cussion, there are two summary tables setting forth budget expendi
tures and new obligational authority by major programs and by 
Government agencies. These tables are followed in the message by a 
discussion of my recommendations for each of the major programs of 
the Government.

The detailed part of the budget document which follows the mes
sage contains four parts: (1) Additional summary tables; (2) detailed 
appropriation accounts for each agency; (3) information on trust 
funds and working funds; and (4) a number of special analyses which 
throw light on the budget from still different viewpoints. These 
analyses show, for example, the expenditures for Federal credit pro
grams, public works, aid to State and local governments, research, 
and economic statistics, all of which are common to many programs 
and agencies.

The detailed schedules and statements of the budget have been 
simplified this year to make them more useful to the Congress in 
general and to the appropriations committees in particular. This 
simplification has also resulted in reducing the size of the budget 
document 50 pages and the appendix a further 175 pages.

Expenditures by purpose .— When we look at the budget in terms 
of a few broad purposes, we find that the greatest portion, 64 percent,

PURPOSE OF BUDGET EXPENDITURES

BUDGET EXPENDITURES

111!

I

C iv i l  B e n e f it s
2 1 % ■ S i t

Administration

Fiscal Y e a r  1957  E stim ated
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of the expenditures in the fiscal year 1957 will be for deterring possible 
aggression and for strengthening the international alliances to which 
we belong. The next largest part, 21 percent, will be devoted to 
civil benefits of various kinds. Interest, largely on the public debt, 
will amount to nearly 11 percent. Expenditures for civil operations 
and administration are estimated at 4 percent of the total. Further 
details of expenditures by broad purposes can be found in special 
analysis E on pages 1119 to 1121 of the budget document.

BUDGET EXPENDITURES BY PURPOSE

[Fiscal years. In billions]

1955
actual

1956
estimated

1957
estimated

Protection, including collective security .. __  _ _ __  - ____ $42.7
13.7
6.4

$41.4
13.8
6.9

$42.4 
13.9 
7.1

Civil benefits.----------------------------------------------------------------------------------
Interest.. - _____ ______ __ - _______ _ „ . _ ___ _____ _____
Civil operations and administration...  _ - _ ______________ ____ 1.7 2.1 2.2
Reserve for contingencies __  - - - _____  ________________ .1 .2

T o ta l______ ____ ________________  - _____________  _______ 64.6 64.3 65.9

Protection, including collective security.— In this summary classifica
tion of broad purposes, expenditures for protection include more than 
the four major national security programs. They embrace the mili
tary functions of the Department of Defense, including construction 
and procurement; the Mutual Security Program; the Atomic Energy 
Commission; and other programs such as stockpiling, expansion 
of defense production, civil defense, and our foreign information 
activities.

EXPENDITURES FOR PROTECTION, INCLUDING COLLECTIVE SECURITY

[Fiscal years. In billions]

1955
actual

1956
estimated

1957
estimated

Major national security programs:
Department of Defense—Military Functions_________ _____ $35.5 $34.6 $35.5
Mutual Security Program—m ilitary.__ . ________  _____  . 2.3 2.5 2.5
Atomic Energy Commission____  ______________ ____  _ 1.9 1.7 1.9
Stockpiling and defense production expansion..... .......... ........ .9 .7 .4

Subtotal_____________________________________________________ 40.6 39.5 40.4
Related programs___________________________  ________ ____________ 2.1 1.9 2.0

Total ___  . _______ ________________________ 42.7 41.4 42.4

In planning such great security programs, it is clear that we must 
never permit ourselves to be panicked by temporary crises or beguiled
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by a campaign of smiles without deeds. We continue to maintain 
and to strengthen our national security forces.

This budget provides for increased expenditures for the military 
functions of the Department of Defense, emphasizing air-atomic 
power, guided missiles, research and development, continental defense, 
and the re-equipping of our forces with new types of weapons. Out
lays for conventional weapons and for stockpiling will be decreased. 
Under the Mutual Security Program, budget expenditures in 1957 for 
military assistance and for economic and technical assistance are 
estimated at about the same level as in the fiscal years 1955 and 1956. 
Expenditures for atomic energy, including peaceful applications, will 
rise in 1957 to a somewhat higher total than for any previous year. 
I am also recommending an expansion of our foreign information 
activities so that we can more successfully advance understanding 
abroad of our policies and their peaceful intent.

Civil benefits.— A great variety of Government programs provide 
civil benefits and services for the Nation as a whole and for specific 
groups. They encourage the private development and growth of our 
economy and provide certain economic safeguards for individuals 
and groups in order that our dynamic system of free choice may 
operate effectively in the modern world.

Some of these benefits and services are in the form of public works 
or loans which add to Federal assets. Expenditures for long-range 
development, such as those for health research and for grants to 
States for construction, also lay the foundation for future economic 
progress and development. However, the bulk of the benefits and 
services are for current expenses, including veterans’ benefits; aids to 
agriculture; aids and subsidies to shipping, airlines, and the postal 
service; and grants to States for public assistance and administration 
of employment offices and unemployment insurance.

EXPENDITURES FOR CIVIL BENEFITS  

[Fiscal years. In billions]

1955
actual

1956
estimated

1957
estimated

Additions to Federal assets____ _____. _____________________________ $3.8 
1. 7

$2.3 $2.4 
2.4 
9.1

Long-range development___________ _____________________________ _ 2.0
Current expense items.______________________________ _____________ 8.2 9.5

Total___________ _______ _______________________________ 13.7 13.8 13.9

M y recommendations for the fiscal year 1957 under this heading of 
civil benefits are designed to build for the future by assisting further 
in the strengthening of agriculture; in the promoting of labor stand
ards; in the building of schools; in the expansion of research and
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training in science, health, and agriculture; in the modernization of 
our highways; in the improvement of housing and urban facilities; in 
the enlargement of our airway traffic capacity; in the replacement of 
our merchant fleet; and in the conservation of our natural resources.

The estimated expenditure for each of the civil benefits and services 
(shown in detail on p. 1120) represents the best judgment of this 
administration of what is required and can be used effectively during 
the coming year to meet our growing needs.

In discharging the responsibility for fostering a growing prosperity 
that is widely shared, I have been mindful of two principles.

First, we will progress fastest by relying on private initiative as 
the mainspring for economic growth and a better life for all. In 
encouraging economic growth, the Government should act on the 
basis of enabling private activity to expand and not on a basis of 
replacing private with public activity. M y recommendations, there
fore, are designed to encourage private initiative and to contribute 
toward, or, in some cases, to undertake tasks which private enterprise 
cannot perform alone.

Second, the interests of our citizens are best advanced by encour
aging State and local governments to strengthen themselves and thus 
keep as much Government responsibility as possible in the States and 
communities, close to the people themselves. The Federal actions 
which I am proposing are designed to meet real and pressing needs 
which most smaller governmental units cannot cope with by them
selves. Our endeavor is to help fill the gap between the need for 
essential services, on the one hand, and the present ability of State 
and local governments to meet those needs, on the other. Wherever 
possible and logical, I propose that responsibility and costs be shared 
by these other governmental units.

A corollary of these two principles is that where Federal action is 
necessary, it should be taken, if possible, in a way that need not entail 
large or continuing Federal outlays. For some activities, Federal 
guaranties will encourage the availability of private credit. For other 
activities, partnership with private or State and local government 
interests will multiply the effectiveness of Federal expenditures.

Many services performed and privileges granted by the Govern
ment in the public interest also convey a special, added benefit to 
individuals or groups who can afford to pay for them. In some cases, 
the services are now provided without charge. In other cases, the 
fees are substantially below the costs of providing the services. Thus, 
the general taxpayer is required to subsidize operations which should 
be self-supporting. The scope and cost of these hidden subsidies 
have grown considerably during the past decades. I firmly believe 
in the principle that Government services which give a special benefit 
to users should be financed by adequate charges paid by the users.
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In furtherance of this principle, I strongly recommend that the 
Congress enact legislation to increase postal rates so that users are 
no longer subsidized from general funds.

Civil operations and administration.— Budget items for civil opera
tions and administration are predominantly the traditional ex
penses of the Government. They are the largest in number but not 
the largest in amount. They cover the bulk of the expenditures for 
the legislative branch, the judiciary, and various regulatory activities, 
as well as the administrative expenses of many cabinet departments 
and independent agencies. They also include expenses for tax col
lection and various central management services.

These programs have a greater significance than their small propor
tion of the total budget would indicate. I am recommending selective 
increases in appropriations and expenditures for a number of them.

For example, we should increase our representation abroad— par
ticularly in a number of countries with which our relations are becom
ing increasingly vital. A strengthening of our foreign relations will 
pay dividends in terms of better mutual understanding and friendship. 
Likewise, my proposals for reducing the backlogs of cases pending in 
our Federal courts and before our regulatory commissions will bring 
benefits greater than their costs. Increased funds for central property 
and records management will enable us to achieve greater economies 
in carrying out the other activities of our Government.

Expenditures by controllability.—Another way of looking at and 
grouping budget expenditures is from the point of view of their con-

BUDGET EXPENDITURES INDICATING CONTROLLABILITY

, Year 4957 EsHroafW $ Billions

4 0 .4

M a j o r  N a t i o n a l  S e c u r i t y

1 6 .5

C h a r g e s  F ix e d  b y  L a w

9 . 0

Other Expenditures
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trollability through the budget process. Each year when a budget is 
being determined, a large amount cannot be substantially modified by 
actions of the executive branch or of the Congress through the appro
priations process but only by longer term review and action. In the 
fiscal year 1957, about one-quarter of the estimated budget expendi
tures are dictated by factors not readily subject to administrative 
discretion through the budget process.

Interest is the largest example of such an expenditure. Most of 
the other relatively uncontrollable programs, such as agricultural 
price supports, veterans’ compensation and pensions, and various 
grants to States, are in the field of civil benefits as classified in the 
previous section.

BUDGET EXPENDITURES INDICATING CONTROLLABILITY

[Fiscal years. In millions]

Description 1955
actual

1956
estimated

1957
estimated

Major national security programs_______ ________ _______ __________ $40,626 $39,467 $40,370

Major programs which are not readily controllable:
Veterans’ compensation, pensions, and selected benefit pro

grams__________________________________ ______  ______ __ _ 3,519 3,770 
115

3,842
Veterans’ unemployment compensation________________________ 106 118
Grants to States for public assistance............ .............. ............ ... 1,427 

3,414 
59

1,488 
2, 211 

225

1,478 
1,694 

265
Commodity Credit Corporation (net)1_________________________

Removal of surplus agricultural commodities___ ______________
Conservation of agricultural land resources____________________ 235 220 220
Federal-aid highway grants____________________________ _______ 595 740 800
Grants to States for unemployment compensation and employ

ment service administration_____________  ______ __ ______ 194 230 255
Payment to the unemployment trust fund......... .............. ............
Claims and relief acts______ ______ __________________________

64
142

87
168

81
185

Payments to Federal employees’ retirement funds ____ ______ 30 234 296
Payment to railroad retirement fund for military service credits 2
Unemployment compensation for Federal employees_____  ___ . 19 32 33
Legislative and the judiciary_________________________________  .
Interest... _ _____________  _______________ ____ ___________

96 
6, 438

135 
6,875

164 
7,066

Total________________________________________________________ 16,338 16, 530 16,499

All other programs _______  ________________  ___________________ 7,606 8,273 8,996

Total ________________  ____________  __________________ 64, 570 64, 270 65,865

1 T or purposes of comparability, includes expenditures from appropriations to reimburse the Corporation.

NEW AUTHORITY TO INCUR OBLIGATIONS
Before any budget expenditures can be made, the Congress must 

first authorize Federal agencies to incur obligations. This authority, 
ordinarily provided in the form of appropriations, may or may not 
lead to the immediate expenditure of funds. In the case of salaries 
and the purchase of supplies, the expenditure will ordinarily follow 
closely the incurring of the obligation. For other items such as ships,
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aircraft, and complex military equipment, the expenditure may follow 
the incurring of the obligation by several years.

Unexpended balances of appropriations carried over from prior 
years ran to nearly 80 billion dollars when this administration took 
office and represented an enormous backlog of commitments for which 
expenditures had to be made in the fiscal year 1954 and subsequent 
years. These balances represented, in effect, c. o. d. orders which 
had to be paid for in cash when the goods were delivered and con
stituted a heavy overhanging load for the budget on top of the appro
priations being enacted currently.

By the end of fiscal year 1956 we expect to have reduced these 
balances by well over a third, to below 50 billion dollars, a level 
believed more reasonable in its relation to actual needs for current 
operations.

For the fiscal year 1957, requested new authority to incur obliga
tions is about the same as estimated budget receipts and slightly 
greater than estimated expenditures. However, the backlog of un
expended balances of appropriations will be further reduced as some 
appropriations enacted in prior years will be allowed to lapse. This 
continues the policy of the two previous budgets I sent to the Congress, 
in which I emphasized the importance of actions to eliminate excessive 
accumulations of unexpended balances, which so frequently invite 
commitments leading to unnecessary future expenditures.

Of the total new authority I am recommending for the fiscal year 
1957, action by this session of the Congress will be required for 58.3 
billion dollars. The remainder consists of previously enacted perma
nent authorizations under which new authority becomes available 
each year without new action by the Congress. An example is 
interest on the public debt.

N E W  AUTHORITY TO INCUR OBLIGATIONS

[Fiscal years. In billions]

1955 1956 1957

Proposed for enactment in this session:
Recommended at this time_____ __ ________________________ $49.7

.1
Proposed for later transmission:

Under existing legislation__________________ ________________ $0.6
.2Under proposed legislation ________  __ _ _________ ____ 8.5

T o t a l______________________________ ____ _____________ .8 58.3
Enacted prior to this session:

Current authorizations________________________________________ $49.3
7.8

52.7
Permanent authorizations ______ _____________________________ 8.5 8.0

T o t a l________ ______ - ____ _________________________  ______ 57.1 62.0 66.3
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LEGISLATIVE PROGRAM

I have outlined in my message on the State of the Union the legis
lative proposals which I consider vital to our continued progress. 
Detailed recommendations will be presented to the Congress on certain 
of these proposals. The budgetary estimates for the fiscal year 1957 
for my legislative proposals are summarized in the table below.

These estimates cover only the proposals for which financial au
thorizations cannot be enacted prior to enactment of enabling legisla
tion. Often they supplement programs for which expenditures are 
included elsewhere in the budget. For example, the amounts shown 
in the following table for my proposals for strengthening agriculture 
are only part of the total in the budget for agricultural programs.

Pending final determination of the amounts required for the recom
mended program for highways, the dollar estimates included in this 
budget under proposed legislation cover only the continuance of the 
present annual authorization. The new highway program should be 
soundly financed so as not to create budget deficits.

S U M M A R Y  O F  L E G IS L A T IV E  P R O P O S A L S  

[Fiscal year 1957. In millions]

Program
Recommended 
new authority 

to incur 
obligations

Estimated
expenditures

NEW LEGISLATION

Agriculture—soil bank and accompanying proposals____________________ i $450 1 $400 
10Area redevelopment_________ ____ _____ ________ ________________  _ 50

Atomic energy plant construction_____________ _ ______________________ 144 40
Bureau of Reclamation and Corps of Engineers projects________________ 46 21
Department of Defense—military public works and personnel incentives 

(net) _________________ _____ _____________  ___________________ 1,117 
100

200
Flood indemnity__ __________________ ____________________________ _____ 25
Postal rate increases____________________________ ______________ _________ —350 —350
Public health—new proposals_______________________________________ 76 24
School construction—general assistance program................................. ...... 376 150
Tennessee Valley Authority steam plants (revenue bonds)_____________ 68 24
Other proposals_______________ ................................................................. 68 47

Total, new legislation___ ___ ______ _______ ____________________ 2,145 5 9 1

EXTENSION OF EXISTING LEGISLATION

College housing _ __ _ _________ ___________________________________ 100
Federal-aid highways and forest highways____________________________ 898
Mutual Security Program .................  ........ 4,860

166
9 9 0

Public assistance gran ts..______________________________________________ 166
School construction—assistance in federally affected areas___.*.„-........... 88 5
Other proposals_________________________________________________________ 6 29

Total, extension of existing legislation_____________________________ 6,118
250

1,190 
225Reserve for contingencies____________ ____ ________- ___________________

Total, legislative proposals..................................... ........................... 8, 512 2,006

* In addition, proposed refunds to farmers of Federal taxes on gasoline used in farm operations are 
estimated at 60 million dollars in 1957.
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BUDGET RECEIPTS AND TAX POLICY

I have already indicated in my State of the Union message the 
broad outlines of our tax policies. I shall summarize them here.

W e have noted that in 1954 reductions in spending made possible—  
and appropriate in the existing circumstances of transition to a peace
time economy— the largest dollar tax cut in any year in our history. 
Almost 7y2 billion dollars were cut from the sums required of the tax
payers and every taxpayer in the country benefited. Almost two- 
thirds of the savings went directly to individuals. This tax cut also 
helped to build up the economy, to make jobs in industry, and to 
increase the production of the many things desired to improve the 
scale of living for the great majority of Americans.

The strong expansion of the economy, coupled with a constant care 
for efficiency in Government operations and an alert guard against 
controllable waste and duplication; has brought us to a prospective 
balance between income and expenditure. This is being achieved 
while we continue to strengthen the military security forces and 
enlarge services to the public.

To reach a balanced budget in the fiscal year 1956 and in the fiscal 
year 1957, it will be necessary in addition to continuing everyday 
efforts to keep spending under control, to continue all the present 
excise taxes without any reduction and the corporation income taxes 
at their present rates for another year beyond April 1, 1956.

Based on the extension of these tax rates, budget receipts in the fiscal 
year 1957 are estimated at 66.3 billion dollars, 1.8 billion dollars 
higher than in the current year.

BUDGET RECEIPTS

[Fiscal years. In billions]

1955
actual

1956
estimated

1957
estimated

Individual income taxes _ ____ _________________________ ______ $31.7
18.3

$33.6
20.3

$35.1
20.3Corporation income taxes _____________  ___________  _____________

Excise taxes _ _________ ________  ________________________ ______ 9.2 9.9 9.9
Other taxes (net of transfers to trust funds)_______________________ 2.1 2.0 2.1
Miscellaneous receipts - _____________ __________________________ 2.6 2.5 2.8
Refunds of receipts (—) _____________ ______________________________ -3 .4 -3 .8 -3 .9

Total _____________________ ________________________________ 60.4 64.5 66.3

It is unquestionably true that our present tax level is very burden
some and, in the interest of long term and continuous economic 
growth, should be reduced when we prudently can. It is essential, 
in the sound management of the Government’s finances, that we be 
mindful of our enormous national debt and of the obligation we have 
toward future Americans to reduce that debt whenever we can appro-
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SOURCE OF BUDGET RECEIPTS

C o r p o r a t i o n  

I n c o m e  T a x e s

4 8 %  •---------------- — ----------------
I n d iv id u a l

I n c o m e  T a x e s

F is c a l  Y e a r  1 9 5 7  E s t im a t e d

priately do so. Under conditions of high peacetime prosperity, such 
as now exist, we can never justify going further into debt to give 
ourselves a tax cut at the expense of our children. So, in the present 
state of our financial affairs, I earnestly believe that a tax cut can 
be deemed justifiable only when it will not unbalance the budget, a 
budget w^hich makes provision for some reduction, even though 
modest, in our national debt. In this way we can best maintain fiscal 
integrity.

PUBLIC DEBT

On the basis of present estimates, we should be able to end the 
current fiscal year with a small reduction in the public debt, and a 
small further reduction is anticipated for the fiscal year 1957.

P U B L IC  D E B T  

[Fiscal years. In billions]

1955
actual

1956
estimated

1957
estimated

Public debt at start of year_____ __________________________________ $271.3 
+4.2 
-1.1

$274.4 
—.2

$274.3 
- .4Change due to budget deficit (+ ) or surplus (—) ___________________

Other changes in public d e b t ...... .............................. . ...................... + .1 - . 1

Public debt at end of year__________________________________ 274.4 274.3 273.8
Public debt subject to legal limit at end of year------------------------------- 273.9 273.8 273.3

The immediate economic effects of the public debt depend partly 
on its management. During each year various issues of Government

•30°fo

300000— 56-------ii
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securities become due and refinancing must be arranged. In the 
past several years, the Treasury has cooperated closely with the 
Federal Reserve System to assure that the management of the debt 
is consistent with our general monetary and credit policies. These 
actions have helped sustain a sound and growing business activity 
without inflation or deflation.

The Treasury has also taken steps toward lengthening the average 
maturity of the debt so as to avoid its becoming concentrated too 
heavily in short-term issues. Further, the number of financing oper
ations each year has been reduced. These actions lessen the impact 
of Treasury financing on the market, and give the Federal Reserve 
System greater freedom in its operations.

CHANGE IN PUBLIC DEBT

D e c r e a s e
Fiscal Years •»■$ Billions

.11 1956 Estimated 

.5 H '9 5 7  Estimated

Last year the Congress extended through June 1956 a temporary 
increase during the fiscal year in the statutory debt limit from 275 
billion dollars to 281 billion dollars, so that the Treasury could meet 
its heavy temporary borrowing needs during the first half of the fiscal 
year 1956, when tax receipts are seasonally low. The Treasury is 
currently operating within 1 billion dollars of the temporary debt 
ceiling, and on cash balances that at some periods offer little flexibility 
in the management of Government finances. Even with a balanced 
budget in 1956 and 1957, seasonal borrowing in the first half of fiscal 
year 1957 will temporarily bring the debt above the 275 billion dollar 
limit. Therefore, a continuation of the legislation allowing a tempo
rary increase during the year in the statutory debt limit is required.

RECEIPTS FROM  AND PAYM ENTS TO THE PUBLIC

The budget receipts and expenditures discussed so far reflect trans
actions in funds belonging to the Federal Government. The Govern
ment also collects and pays out sizable sums for the various funds 
which it holds in trust for others, such as old-age and survivors
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insurance, railroad retirement, unemployment compensation, veterans’ 
life insurance, and Federal employees’ retirement.

S U M M A R Y  O F  M A J O R  T R U S T  F U N D S  

[Fiscal years. In billions]

1955
actual

1956
estimated

1957
estimated

Balance in funds at start of year______ _________________  _________ $44.9 $45.9 $48.4
Receipts________________ _______________  _______ __ _ _________ 9.1 11.2 11.5
Expenditures _____  __ __ ___________________________ _________ 8.1 8. 7 9.7
Balance in funds at close of year ________________________ _________ 45.9 48.4 50.2

These trust funds are currently accumulating surpluses because 
payments into them are being made by a great many more people 
than are now drawing benefits. The rate of accumulation is gradually 
declining as more people become eligible for benefits, but will still 
amount to an estimated 1.8 billion dollars in the fiscal year 1957.

The flow of money between the public and the Government as 
a whole is shown in the table below by consolidating budget trans
actions with trust fund transactions and by eliminating intragov
ernmental payments and receipts. The relationship of receipts 
from and payments to the public is sometimes used to measure 
the inflationary or deflationary impact, if any, of Government finan
cial operations on the economy. More detail on this consolidation 
can be found in special analysis A, pages 1083 to 1085 of this budget.

R E C E IP T S  F R O M  A N D  P A Y M E N T S  T O  T H E  P U B L IC , E X C L U D IN G  B O R R O W IN G

[Fiscal years. In billions]

1955
actual

1956
estimated

1957
estimated

Receipts from the public. _ _______________  _______________________ $67.8 $73.5 $75.4
Payments to the public_________  __ _ ________ __ __ _______  _ 70.5 71.0 72.9

Excess of receipts from the public ______ _________________ 2.4 2.4
Excess of payments to the public __ ........................ ..... 2.7

An excess of Federal cash receipts from the public is estimated for 
both the fiscal years 1956 and 1957.

SUM M ARY TABLES

The following two pages present tables showing key budget figures 
on both new authority to incur obligations and expenditures for each 
major program and for each major agency. These tables are fol
lowed by a discussion of the programs covered by the budget, includ
ing the legislative recommendations.
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SUM M ARY OF NEW OBLIGATIONAL AUTHORITY

BY FUNCTION AND AGENCY

Based on existing and proposed legislation
[Fiscal years. In millions]

1956 estimated 1957 estimated

Description 1955 enacted
Enacted

Proposed 
for later 

transmission
Total

Recom
mended in 

this document

Proposed 
for later 

transmission
Total

BY FUNCTION

M ajor national security . _ __ _ _ _ _ $33, 656 
2, 304 
4, 369 
2, 614 
2, 672 

966

$35, 870 
2, 110

$35, 870 
2, 118

$35, 482 
416

$4, 262 
1, 916

45

$39, 743 
2, 332International affairs and finance. _ $8

Veterans’ services and benefits _ ___ 4, 597 
2, 627

208 4, 805
2, 807
3, 324 
1, 045

4, 847 
2, 680

4, 892
Labor and welfare__ _ _ _  _____ ________ 180 707 3, 387

2, 872 
1, 121
3, 006 
1, 621

Agriculture and agricultural resources_____ 3, 311
985

13 2, 395
1, 009
2, 200

478
Natural resources... _ 60 112
Commerce and housing ___ _ _ __________ 2, 919 

1, 138
3, 392 100 3, 492 

1, 525 
6, 875 

125

806
General government _ _ _ _  _ ___ 1, 454 71 1, 565 

7, 066
56

Interest__ ____  _ __ ______ ____ __ 6, 438 6, 875 7, 066 
250Reserve for contingencies_____ __ _____ _____________ 125 250

Total new obligational authority_______________ 57, 076 61, 219 766 61, 984 57, 659 8, 632 66, 291

BY AGENCY
Legislative branch. _ _____________________________ __ 106 120 9 129 87 87
The judiciary______ ____  _ ___________ _____ 32 36 1 37 41 41
Executive Office of the President_______________ _____ 9 10 ( b)

25
10 10 10

Funds appropriated to the President________  _____ 2, 796 

1, 285

2, 728

1, 179 
4, 555 

725

2, 753

1, 179 
4, 763 

766

10 4, 860

144

4, 870

1, 837 
4, 850

Independent offices:
Atomic Energy Commission __ ____________ 1, 693 

4, 805 
935

Veterans Administration________ 4, 358 
1, 042

208 45
O th e r___ ____  _ _ _________  _____ __ 41 118 1, 052

General Services Administration_____ __ ___ 533 701 6 707 218 218
Housing and Home Finance Agency- __ _ 584 883 5 888 335 202 537O * O •/ ~ — — —
Department of Agriculture _________ 2, 841 

1, 438 
30, 787 

468

3, 574 
1, 535 

33, 147 
614

26 3, 600 
1, 600 

33, 147 
650

2, 673 478 3, 150 
1, 635Department of Commerce __ _ ___ 64 686 950

Department of Defense— Military Functions ______ 33, 790 1, 117 
21

34, 907 
665Department of Defense— Civil Functions____ 36 644

Department of Health, Education, and W e lfa re ._ 2, 010 
491

1, 990 
500

144 2, 133 1, 950 
549

705 2, 654 
582Department of the Interior._________ _____ __ 15 514 33

Department of Justice____ _ ___. . . ____ 189 200 12 212 236 236
Department of Labor. _ _ _ _  _ _ _ _ _ 447 469 15 484 500 2 502
Post Office Department (general fu n d ).. 363 441 441 470 d 350 12G
Department of State________ ________ __________  _ 131 144 6 150 183 56 239
Treasury Department _____ __ ___. . . 7, 137 

30
7, 639 

30
25 7, 664 

32
7, 813 

33
7, 813 

35District of Columbia (general fu nd)________________ 2 2
Reserve for contingencies. _______ 125 125 250 250

Total new obligational authority. _ ___________ 57, 076 61,219 766 61, 984 57, 659 8, 632 66, 291

b Less than one-half million dollars.
* Deduct, proposed postal rate increase.
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SUM M ARY OF BUDGET EXPENDITURES

BY FUNCTION AND AGENCY

Based on existing and proposed legislation 

[Fiscal years. In millions]

Description

1955 actual

Gross ex
penditures

Applicable 
receipts 1

Net ex
penditures

1956 estimated

Gross ex
penditures

Applicable 
receipts1

Net ex
penditures

1957 estimated

Gross ex
penditures

Applicable 
receipts1

Net ex
penditures

BY FUNCTION

M ajor national security_______________
International affairs and finance______
Veterans’ services and benefits________
Labor and welfare_____________________
Agriculture and agricultural resources..
Natural resources_____________________
Commerce and housing________________
General government___________________
Interest________________________________
Reserve for contingencies_____________

Total budget expenditures. 

BY AGENCY

Legislative branch______________________
The judiciary___________________________
Executive Office of the President_______
Funds appropriated to the President___
Independent offices:

Atomic Energy Commission_______
Veterans Administration___________
Other______________________________

General Services Administration_______
Housing and Home Finance Agency____
Department of Agriculture_____________
Department of Commerce______________
D epartm ent o f D efense— M ilitary

Functions____________________________
Department of Defense— Civil Func

tions __________________________________
Department of Health, Education, and

Welfare_______________________________
Department of the Interior_____________
Department of Justice__________________
Department of Labor___________________
Post Office Department_________________
Department of State___________________
Treasury Department__________________
District of Columbia (general fund)____
Reserve for contingencies_______________

Total budget expenditures______

$41, 124 
2, 514 
4, 496 
2, 554 
9, 324 
1, 304 
6 , 139 
1, 204 
6 , 438

$498
333

39
1

4, 913 
223 

4, 517 
3

$40, 626 
2 , 181 
4, 457 
2, 552 
4, 411 
1 , 081 
1 , 622 
1 , 201  
6 , 438

$39, 737 
2, 497 
4, 839 
2, 769 
8 , 575 
1, 302 
6 , 259 
1, 614 
6 , 875 

100

$271
444

46
2

5, 199 
256 

4, 077 
3

$39, 467 
2, 053 
4, 793
2 , 767
3, 376
1, 045
2 , 182 
1 , 611 
6 , 875

100

$40, 674 
2, 591 
4, 934 
2 , 997 
9, 070 
1, 297
6 , 299 
1, 760
7, 066 

225

$305
484

55
2

5, 706 
266 

4, 228 
3

75, 097 10, 527 64, 570 74, 567 10, 298 64, 270 76, 914 11, 049

65
30

9
4, 881

1, 857 
4, 505 
3, 008 

978 
1, 270 
7, 655 
1, 096

35, 533 

646

1, 994 
548 
182 
395

2 , 733 
137

7, 553 
22

501

( b) 
100 

2, 504 
5

1, 117 
3,018 

20

97

2
32

1
2, 376

753

65
30

9
4, 381

1, 857 
4, 405 

504 
973 
153 

4, 636 
1, 077

35, 532

548

1, 993 
515 
182 
394 
356 
137 

6 , 800 
22

98
37
10

4, 736

1, 715
4, 841
3, 301 

662
1 , 118
6 , 964
1, 333

34, 575 

693

2, 134 
586 
219 
460

2, 945 
154

7, 861
25

100

274

( 6)
109

2, 630
4

1, 099
3, 312

35

( 6)

91

2
29

1
2, 461

250

98
37
10

4, 462

1, 715
4, 732 

671 
658 

19
3, 653
1, 298

34, 575 

602

2 , 132 
557 
219 
459 
483 
154

7, 611 
25 

100

123 
41 
10 

4, 662

1, 946 
4, 945 
3, 510 

560 
1, 287 
7, 372
1, 461

35, 547 

715

2, 305 
643 
218 
494

2 , 680 
167 

7, 969 
33 

225

309

(*)
125

2, 804
4

1, 354
3, 711

33

( 6)

2
28

2
2, 563

27

75, 097 10, 527 64, 570 74, 567 10, 298 64, 270 76, 914 11, 049

$40, 370 
2 , 108 
4, 879
2, 995
3, 364
1, 031
2 , 071 
1, 757 
7, 066

225

65, 865

123
41
10

4, 353

1, 946
4, 820 

706 
556 
° 67

3, 661
1, 428

35, 547 

629

2, 303 
616 
218 
492 
117 
167

7, 942 
33 

225

65, 865

° Deduct, excess of repayments and collections over expenditures. 
h Less than one-half million dollars.
1 Receipts of certain Government corporations, the postal service, and other revolving funds the receipts of which come primarily from outside the Government. These funds 

are listed in the respective chapters of part II as “ Public enterprise funds.”
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MAJOR NATIONAL SECURITY

Budget expenditures for major national security programs in the 
fiscal year 1957 are estimated at 40.4 billion dollars, 903 million 
dollars more than estimated for the fiscal year 1956.

T o build our military strength effectively and efficiently, peaks and 
valleys in security spending and in defense production must be avoided. 
I want to emphasize again the importance of a sound, long-range pro
gram which does not arbitrarily assume a fixed date of maximum 
danger. Military planning must combine present defense with the 
probable needs of a long period of uncertain peace.

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

[Fiscal years. In millions]

Item

New obligational authority Expenditures

1955
actual

1956 esti
mated

1957 esti
mated

1955
actual

1956 esti
mated

1957 esti
mated

Gross budget expenditures;
Department of Defense—Military 

Functions:
Direction and coordination of 

defense________________________ $13 
12,137 
7, 764 

10,221 
653

$13 
15, 490 
7,351 
9,640 

654

$15 
15, 430 
7, 731 

10,006 
607 

1,902

-785

$13 
16, 407
8, 899
9, 733 

481

$13 
15, 960 
8, 510 
9,435 

657

$14 
16, 535 
8, 582 
9,565 

651 
200

Air Force defense______ ________
Army defense________  __________
Navy defense.___________________
Other central defense activities__
Proposed legislation___________
Transfer from Department of 

Defense revolving funds to 
general accounts (proposed legis
lation)________________ ________

Total, Department of Defense.. 
Development and control of atomic 

energy:
Present programs_______ ________

30, 787 

1,285

33,147 

1,179

34, 907

1,692
144

35, 533 

1,857

34, 575 

1, 715

35, 547

1,905
40

678
4

2,100 
400

Proposed legislation______ ___
Stockpiling and defense production 

expansion:
Present programs. __________  ._ 380 521 1,442 983
Proposed legislation_____________

Mutual Security Program—military: 
Present programs ________________ 1,204 1,022 2,292 2,464
Proposed legislation____ _______ 3, 000

Total_________________________ 33,656 35,870 39, 743 41,124 

497
( 6)

39,737

270
O)

40,674 

304
(*)

Deduct applicable receipts:
Defense production expansion________
Other _______ _______________ ____

Net budget expenditures_________________ 40, 626 39, 467 40,370

* Less than one-half million dollars,
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Department oj Dejense.— During the past 3 years our defense program 
has been successfully reoriented to reflect the changing nature of the 
threat to our security, the revised requirements brought about by the 
end of the Korean conflict, and the increasing availability of new 
weapons of unprecedented strategic and tactical importance.

This reorientation has been accomplished by developing our defense 
program on the basis of the following policies and concepts:

1. Gearing our defense preparations to a long period of uncertainty 
instead of to a succession of arbitrarily assumed dates of maximum 
danger.

2. Maintaining the capability to deter a potential aggressor from 
attack and to blunt that attack if it comes— by a combination of 
immediate retaliatory power and a continental defense system of 
steadily increasing effectiveness.

3. Developing military forces which minimize numbers of men by 
making maximum use of science and technology.

4. Relating the number and degree of readiness of major units in the 
active forces to the practical limitations on the rapid deployment of 
major military forces from the United States immediately upon the 
outbreak of aggression, and relying, for the remainder, on ready 
reserve forces.

5. Utilizing military personnel on active duty with maximum effec
tiveness so as to hold to a minimum the number of men withdrawn 
from work in the civilian economy.

6. Concentrating our efforts on those forces which best complement 
the forces our allies are most capable of raising and supporting.

7. Maintaining a strong and expanding peacetime industrial struc
ture, readily convertible to the tasks of defense and war.

The readjustment of our military forces in line with these principles 
is providing this Nation ŵ ith the greatest military power in its peace
time history. M y recommendations for the fiscal year 1957 continue 
the same basic policies and concepts.

This budget provides funds for an average of 2,815,700 military 
personnel on active duty during the fiscal year 1957. Total military 
personnel on active duty will increase to 2,838,400 at the end of 
fiscal year 1957 from the number of 2,814,100 estimated to be on 
active duty at the end of the current fiscal year. In order to permit 
flexibility in planning and operations, a military personnel ceiling 
has been authorized for the fiscal year 1957, totaling 2,906,000, 
excluding Army cadets, Navy aviation cadets, and midshipmen. 
However, no increase will be made above the military personnel 
levels provided for in this budget except upon detailed justification 
to, and approval by the Secretary of Defense.

During the fiscal year 1957 there will be significant increases in 
certain combat elements, particularly units employing new weapons
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and units assigned to continental defense. These increases, together 
with the continued modernization of the weapons and equipment, 
will further enhance the combat power and effectiveness of our forces.

M y recommendations for the military functions of the Department 
of Defense for the fiscal year 1957 will require congressional authori
zations amounting in total to 35.7 billion dollars. Of this amount, it 
is proposed that 785 million dollars be provided by transfer of existing 
authority from revolving funds. Thus, the new authority proposed 
for 1957 is 34.9 billion dollars, which is 1.8 billion dollars more than 
the amount voted by the Congress for the current fiscal year. Ex
penditures are expected to total 35.5 billion dollars, compared with 
a present estimate of 34.6 billion dollars for the current fiscal year.

The increases in new authority to incur obligations and in expendi
tures in the fiscal year 1957 reflect, in large part, the cost of keeping 
our forces modern.

Continued improvements in technology and weapons can be ex
pected and they will tend to increase costs unless offsetting savings 
can be found. Replacement, maintenance, and operations will re
quire a high level of expenditures in the fiscal year 1957 and for years 
to come. Therefore, the management of our military programs must 
have continuing study and scrutiny. Constant efforts must be made 
to plan carefully in advance, to increase efficiency, and to reduce costs 
and expenditures.

D E P A R T M E N T  O F  D E F E N S E  C O S T S  B Y  M A J O R  C A T E G O R I E S  

(Based on existing and proposed legislation)

{ Fiscal years. In millions j

Cost category

Net budget expenditures Recom-
____________________________  mended new

obligational
1955 1956 esti- 1957 esti- authority 

actual mated mated for 1957

Military personnel: 
Active forces... 
Retired pay___

$10, 643 $10,341 $10,336 
419 494 520

$10, 506 
525 

9,603 
(10,305) 

5,315 
1,336 
1, 776 
1,878 
1,702 
1,199 
1, 532 

320

Operation and maintenance. 7,905 8,351 9,100
Major procurement and production.

Aircraft...................................... .
Ships................ ................... .........
Guided missiles..........................
Other......................................... .

(12,997) (11,823) (11,719)
8,037 6,880 6,751
1,009 955 1,032

631 918 1,276
3,319 3,070 2, 659
1, 582 1,899 1,817

717 863 1,087
1, 397 1,370 1,430

235 258 263

Military public works________
Reserve components................
Research and development... 
Establishment-wide activities.
Working capital (revolving) funds. -364 -824  -725
Transfer from Department of Defense revolving funds to

general accounts (proposed legislation) -785

Total. 35, 532 34, 575 35, 547 34,907
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Military personnel costs for the active forces, which include pay, 
allowances, subsistence, clothing, and related items, will be the same 
in the fiscal year 1957 as in 1956.

Retention of trained and experienced personnel is one of the most 
difficult problems confronting the armed services today. Every 
reasonable measure must be taken to increase the attractiveness of a 
service career. Therefore, I am again recommending legislation to 
provide added incentives for the members of our Armed Forces. M y 
principal proposals are for the uniform provision of medical care for 
dependents, adequate and equitable benefits for survivors, improved 
career inducements for medical personnel, and reasonable rentals for 
those occupying substandard Government quarters. This budget also 
provides for a proposed increase in the proportion of career officers to 
total officer personnel.

The cost of operation and maintenance will rise in the fiscal year 
1957, notwithstanding a decrease in the number of civilian personnel. 
Major reasons for the higher costs are (1) the greater number of air 
bases, radar sites, and other installations which must be supported 
in the coming fiscal year, (2) the sizable increase in the numbers of 
weapons and amount of equipment which must be operated and main
tained, and (3) the growing complexity of new weapons and equip
ment.

M ajor procurement and production expenditures in the fiscal year 
1957 will be about the same as in the current fiscal year. However, 
there will be a shift in emphasis within this total in line with the 
policy of modernizing our forces.

Approximately 6.8 billion dollars is estimated for procurement of 
aircraft, chiefly for the Air Force and the Navy. The accelerated 
production programs for the B -52 long-range jet bomber and the 
F-101 and F-104 supersonic interceptors will be continued in the 
fiscal year 1957* In addition, there will be substantial procurement 
of the N avy’s new supersonic F -8U  fighter.

Expenditures for the procurement of guided missiles will be the 
highest in our history, increasing by more than one-third over 1956 
and about double the amount spent for this purpose during 1955.

Expenditures for electronic and communications equipment will 
remain high during the fiscal year 1957, to meet the needs for conti
nental defense and our combat forces. Expenditures for ammunition, 
combat vehicles, trucks, and other major equipment items, will con
tinue to decline because our requirements have now been met in large 
part.

This budget provides for continuation of the Navy shipbuilding 
program at a slightly higher level than in the fiscal year 1956 in order 
to carry forward the modernization of the fleet, most of which was

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

1957



m26 M E S S A G E  OF T H E  P R E S ID E N T

built during World War II. In addition to those already authorized 
by the Congress, there is included in the proposed shipbuilding pro
gram for 1957 the construction of a sixth carrier of the Forrestal class, 
additional nuclear-powered submarines, guided-missile destroyers 
and frigates, and an experimental nuclear-powered cruiser. Provision 
is also made for developing a practical nuclear powerplant for future 
installation in ships of the large carrier class. Conversion of ships 
now in the fleet will be undertaken to provide them with additional 
nuclear weapons and with guided missile capabilities, and to permit 
them to operate modern high-speed aircraft.

Military public works will continue slightly below the level of the 
current year. This budget provides for the construction in the fiscal 
year 1957 of facilities associated with the continental air defense 
system, including Nike sites; further additions to the aircraft warning 
systems, including the Distant Early Warning Line; guided missile 
facilities; and air bases for the Navy and Air Force.

Expenditures for our Reserve components in the fiscal year 1957 will 
be considerably greater than in 1956, reflecting an increase during 
the year of about 130,000 reservists in drill pay status and further 
expansion of facilities for the Reserve forces. The number of Reserve 
personnel engaged in regularly paid drills is expected to increase to 1.1 
million by the end of 1957. In addition, this budget provides for 6 
months’ active duty training under the Reserve Forces Act of 1955 
for about 80,000 Reserve forces personnel.

Research and development expenditures will be somewhat higher 
in the fiscal year 1957 than in the current year. M ajor emphasis will 
be placed on projects related to guided missiles, continental air defense, 
and to the application of nuclear energy for the propulsion of air
craft and ships. It is my belief that increased returns in military 
research and development can be obtained through a relatively stable 
program at approximately the present level which can utilize effec
tively our scientific and technological resources. Military research 
and development now engages a substantial proportion of the scientists 
and engineers employed in research and development in the Nation. 
Care must be exercised in selecting the projects to be supported, and 
efforts must be concentrated on those of high priority.

Continued progress has been made during the past year in improving 
the management of the Department of Defense. The Secretary of 
Defense is giving careful study to the recommendations of the Commis
sion on Organization of the Executive Branch of the Government and 
its task forces on defense activities. Some of these recommendations 
have already been put into effect; in certain other cases, they have 
been adopted in modified form, consistent with the objectives of the 
Commission report. Responsibility for supplying all food, which
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costs 1.2 billion dollars annually, has been placed under the Secretary 
of the Army. A single food-supply system for bulk procurement and 
storage will eliminate duplicate storage facilities and costly cross- 
hauling. The three military departments have also been directed to 
undertake joint planning and utilization of all the health and medical 
resources of the Department of Defense.

Financial management has been made more effective by increasing 
the scope of stock funds. These funds currently cover inventories of 
over 8.2 billion dollars, and their coverage will be expanded. Stock 
funds are used to buy supplies and equipment, and to control in
ventories centrally. Each of the services then meets its needs by 
purchasing from this central stock. This method makes possible a 
better distribution of supplies and equipment with a minimum 
inventory. It encourages cost consciousness throughout each of the 
services. As a result, in the last 3 fiscal years 2.5 billion dollars 
have been recovered from the stock funds as inventories were re
duced. Further reductions in inventories this year will make avail
able additional surplus capital of 785 million dollars in the Army, 
Navy, and Marine Corps stock funds. This surplus is applied in 
this budget to reduce the amount of new authority to incur obligations 
which would otherwise be required for the fiscal year 1957.

Industrial funds are being used to serve the same kind of businesslike 
purpose in commercial- and industrial-type installations. During the 
fiscal year 1957 industrial fund financing will be extended to additional 
activities in each of the services. This will greatly increase the 
volume of business, currently amounting to about 1.8 billion dollars, 
conducted under such funds.

Civil defense.— The key to our civil defense is the expanded conti
nental defense program, including the distant early warning system. 
Additional progress has been made in the civil defense program under 
the Federal Civil Defense Administration, whose expenditures are 
classified with those for civil disasters in the commerce and housing sec
tion of the budget. Comprehensive studies are being conducted 
jointly by the Federal Civil Defense Administration, the States, and 
critical target cities to determine the best procedures that can be 
adopted in case of an atomic attack. Such planning has vital national 
importance and parallels the necessity for maintaining a strong 
military establishment.

This budget provides for a strengthened effort on the part of the 
Federal Government to assist the States and cities in devising the 
most effective common defense. It includes funds to extend civil 
defense preparations in more metropolitan target zones in accordance 
with recent recommendations of a special committee on civil defense.

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

1957



m 28 M E S S A G E  OF T H E  P R E S ID E N T

Funds also are included to accelerate procurement of field-type 
emergency hospitals and increase stockpiles of medical and radiolog
ical supplies.

Development and control oj atomic energy.— We have long sought 
and we continue to seek, jointly with other nations, means to banish 
the threat of nuclear warfare which still confronts the world. Pending 
a trustworthy agreement, however, we must continue to increase our 
nuclear weapons stockpile which, together with the means of delivery, 
is the principal deterrent to armed aggression in the world. At the 
same time, we shall speed the development of the peaceful uses of 
atomic energy and make the resulting benefits, under appropriate 
controls, available to other nations for the well-being of all mankind. 
To this end we continue to hope that an international atomic energy 
agency will be established at an early date.

The United Nations Conference on the Peaceful Uses of Atomic 
Energy at Geneva last summer, which grew out of a proposal by the 
United States, not only facilitated the exchange of technical informa
tion but served to emphasize the great promise of atomic energy 
for peace.

So that we may further demonstrate this great promise, I recom
mend again that the Congress take early action to authorize the 
construction of a nuclear-powered ship, using an atomic propulsion 
plant already developed, which will carry the message of “ Atoms for 
Peace”  to the ports of the world. The Atomic Energy^Commission 
has sufficient funds available for construction and installation of 
the propulsion plant and machinery, and I shall request additional 
funds for the fiscal year 1956 for the Department of Commerce for 
construction of a suitable hull.

Total expenditures for atomic energy in 1957 are estimated at 1.9 
billion dollars, 230 million dollars more than in 1956.

Operating expenditures will increase from 1.4 billion dollars in the 
fiscal year 1956 to 1.6 billion dollars in 1957. Greater quantities of 
uranium ores and concentrates will be purchased. Production from 
the Commission’s plants will increase but at reduced unit costs as the 
expanded facilities, soon to be completed, come into full operation. 
Research and development work in numerous areas, both civilian 
and military, will be expanded.

Capital expenditures in the fiscal year 1957 are expected to decline 
somewhat from 1956 levels. I shall propose to the Congress legisla
tion to authorize new construction in 1957, principally for improve
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ments to increase the efficiency, capacity, and safety of production 
plants and for research and development facilities.

The civilian applications of nuclear energy will receive even greater 
attention, not only in terms of Government expenditures, but also 
through the Commission’s efforts to stimulate more participation and 
investment by private and public groups, particularly in the develop
ment of atomic power. As such participation increases, the share of 
power development costs financed by the Government should decrease. 
As part of its encouragement of the development of atomic power, the 
Commission plans in 1957 to continue specialized training of nuclear 
engineers and to expand its support of the training of nuclear en
gineers through fellowships and through provision of specialized train
ing equipment to a number of universities. The Commission will also 
construct a special reactor for use by the Department of Defense in 
developing methods for preserving food through irradiation.

Great emphasis is being placed on the development of a larger 
variety of nuclear propulsion plants. To this end, funds are included 
under proposed legislation for additional developmental facilities at 
the National Reactor Testing Station in Idaho.

The Atomic Energy Commission will also step up research on con
trolled thermonuclear reactions as new discoveries may justify. This 
program, while long range, gives promise of yet greater dimensions to 
the potential peaceful uses of nuclear energy.

Continuing progress in basic research is fundamental to further 
advances in nuclear energy. The Commission will increase in the 
fiscal year 1957 its support of basic research in the physical and life 
sciences, including development and design studies of high-energy 
particle accelerators. The 1957 construction program will include 
new buildings at three of the Commission’s laboratories.

Stockpiling and dejense production expansion.— As a result of the 
financial assistance provided under the Defense Production Act, 
substantially increased supplies of aluminum, copper, nickel, and other 
strategic materials are now available both for industry and for the 
national stockpile. To assure continued flexible authority for mobili
zation preparedness to meet future emergencies, I recommend exten
sion of the Defense Production Act for 2 years.

An increasing number of stockpile objectives are being filled. 
Moreover, the high level of industrial activity has reduced the avail
ability of some materials for stockpiling and required diversion of 
part of the new supply of a few materials to meet shortages in key
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industries. As a result, net expenditures for the stockpile and for 
defense production expansion are expected to decline from 713 million 
dollars in the fiscal year 1956 to 378 million dollars in 1957. No new 
authority to incur obligations is recommended for the fiscal year 1957, 
since sufficient authority is already available for continued rapid prog
ress toward completion of established minimum objectives and for 
limited procurement to maintain essential elements of the mobiliza
tion base.

Under the administration’s policy of finding constructive uses for 
our surplus agricultural commodities, strategic materials are being 
acquired by barter transactions with foreign suppliers. The Depart
ment of Agriculture plans to acquire additional strategic materials by 
barter during 1957. In the fiscal years 1956 and 1957, expenditures 
amounting to about 65 million dollars will be made under the appro
priations for stockpiling to reimburse the Department of Agriculture 
for materials added to the national stockpile.

Mutual Security Program.— Through the Mutual Security Program 
we shall continue to work jointly with our friends and allies in build
ing and maintaining the defensive and economic strength of the free 
world. This long-range program, which includes military, economic, 
and technical assistance, is essential to our national security. Our 
assistance supplements the major efforts of other free nations, who 
themselves are bearing a large proportion of the total cost of our joint 
efforts. I shall subsequently transmit to the Congress my specific 
requests for authorization of appropriations for the fiscal year 1957 
Mutual Security Program. These requests will cover my recom
mendations for military assistance and direct forces support, dis
cussed in this section of the message, as well as for economic, tech
nical, and other programs which are discussed in the international 
affairs and finance section.

Expenditures for the total Mutual Security Program in the fiscal 
year 1957 are estimated at 4.3 billion dollars, about 100 million 
dollars more than in 1956. Recommended new authority to incur 
obligations is 4.9 billion dollars, an increase of 2.2 billion dollars 
over the 2.7 billion dollars enacted for 1956. Requested new obliga
tional authority for 1957 exceeds estimated expenditures for 1957 by 
approximately 600 million dollars reflecting the amount for addi
tional funding of long lead-time items for delivery in future years.

Wherever possible, foreign currency proceeds from the sale of 
surplus agricultural products abroad under the Agriculture Trade and 
Development Act will be used to meet mutual security objectives.
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M U T U A L  S E C U R I T Y  P R O G R A M  

[Fiscal years. In  millions]

Net budget expenditures Recom
mended new 
obligational 

authority 
for 1957

1955
actual

1956 esti
mated

1957 esti
mated

Military, including direct forces support:
Present programs _ --  _ ______  ____  _____ $2,292 $2,464 $2,100 

400

1,202
590

Proposed legislation - - __  _________ $3,000
Economic, technical, and other:1

Present programs ____________________________________ 1,927 1,726
Proposed legislation _____ _____  ______ ______ 1,860

Total____ _____________________ _____ ______________ 4,219 4,190 4,292 * 4,860

1 Discussed in the international affairs and finance section of this message.
2 Compares with new obligational authority of 2,781 million dollars in 1955 and 2,703 million dollars in 

1956. Excludes an estimated 130 million dollars of authorizations to use existing balances.

Mutual Security Program, military.—The program of military assist
ance for the fiscal year 1957 is planned primarily to continue equipping 
and training forces which we have helped develop and strengthen over 
the past years. Total expenditures for military assistance and direct 
forces support in the fiscal year 1957 are estimated at approximately 
the current rate of 2.5 billion dollars annually. To carry forward 
these programs, I am recommending new obligational authority of 
3 billion dollars. Within this amount, 445 million dollars is requested 
for direct forces support in the fiscal year 1957 to supply items such as 
petroleum, rations, uniforms, and military construction services 
directly to the military forces of our allies.

In the fiscal years 1955 and 1956, the backlog of unexpended 
balances made it possible to maintain an adequate level of expendi
tures and deliveries while the amount of new authority to incur 
obligations was reduced. The backlog of unexpended balances for 
military assistance (including reservations for common-item orders) 
is being reduced from a total of 7.7 billion dollars at the beginning 
of the fiscal year 1955 to an estimated 4.5 billion dollars at the end 
of the current fiscal year. If deliveries of military equipment are to 
be maintained at the current rate, as I believe they must be, this level 
of unexpended balances should not now be further reduced.

Our planning for the future includes helping to provide modern 
weapons that the forces which we help support can effectively use. 
In view of the long lead-time required, funds must be made available 
in advance so that the necessary negotiations and planning may be 
undertaken and procurement initiated for complex items such as jet 
aircraft, missiles, and electronics systems. Hence, for the fiscal year
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1957, I am requesting new authority to incur obligations somewhat 
above the projected level of expenditures. Deliveries of equipment 
and the expenditure of funds will necessarily be spread over a number 
of years as defense plans involving modern weapons are completed 
and as our allies demonstrate their readiness to support a modern 
defense system adequately.

M y  recommendations will enable us to provide our NATO partners 
with the modern defense weapons and equipment which we are fur
nishing in increasing numbers to our own NATO forces in Europe. 
Although many European countries are now in a position to finance a 
greater share of the cost of maintaining their existing forces, they will 
require continuing help if our common defense effort is to be strength
ened by modern weapons and techniques.

About one-half of the fiscal year 1957 program will be concentrated 
in Korea, Pakistan, Taiwan, and Turkey. The program will provide 
for necessary replacements and effective maintenance of materiel 
furnished in past years, and will also permit the further training of 
existing forces. In addition, we will continue to supply basic military 
equipment where necessary to strengthen further defensive capabilities 
in the Far and Middle East. Likewise, we will continue to provide 
moderate amounts of equipment to help maintain certain military 
units of our friends in Latin America who are cooperating in the 
development of hemispheric defenses.

IN T E R N A T IO N A L  AFFAIRS AN D  FIN A N CE

The international programs which I am recommending for the fiscal 
year 1957 will vigorously carry forward our fundamental national 
policy to maintain peace and help build a strong, prosperous, and uni
fied community of free nations.

During this past year, the United States has made positive new 
proposals aimed at relaxing international tensions. But it remains 
clear that the search for lasting peace will require patience, strength, 
and continued vigilance.

We will persist in exploring every possible means of solving the 
difficult problems which continue to divide the world. Meanwhile, 
we must further strengthen and improve the system of collective 
security. Moreover, it is of the utmost importance that, in coop
eration with other free nations, we proceed steadily with long-range, 
positive programs to sustain and improve the conditions of human 
well-being which are necessary if peace with freedom is to endure.

To accomplish these objectives, I am proposing expenditures of 2.1 
billion dollars in the fiscal year 1957 for our international programs.
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IN T E R N A T IO N A L  A F F A IR S  A N D  F IN A N C E

[Fiscal years. In millions]

Expenditures Recom
mended new

Program or agency
1955

actual
1956 esti
mated

1957 esti
mated

obligational 
authority 
for 1957

Grpss budget expenditures:
Economic and technical development:

Mutual Security Program (defense support, devel
opment assistance, technical cooperation, and 
other):

Present programs __  - $1,928 $1, 725 $1, 200
590Proposed legislation. . _ i $1, 860

Investment guaranty program _ - _ 3 4 6
Export-import Bank... _ _ _ _ _ _ _  _ 229 276

35
291

International Finance Corporation
Refugee relief_____  __________  __________ 8 13 11 8
Civil assistance (Department of D e f e n s e ) _____ 32 3 2 2
Emergency commodity assistance (Department of 

Agriculture) __ . _ _ _ _ 91 186 192 89
Other.______ __ _____ ____  ..  _____  _ _ _____  _ 3 13 33 2

Foreign information and exchange activities:
United States Information Agency__  - _ 84 86 104 135
Department of State _ _ _ _ 14 18 18 20
Emergency fund for international affairs _ . 2 6 2

Conduct of foreign affairs (Department of State and 
others). _ _ __ ___ __ _ ____ __ 121 131 143 215

Total ____  . __ ______  _ ______________ 2, 514 

330

2,497 

361

2, 591 

391

2 2, 332
Deduct applicable receipts:

Export-import Bank _ _ _ __ __
Investment guaranty program _____  ______ __ _ ___ 4 4 4
Department of Agriculture___  _ ______ __ _. - 79 89

Net budget expenditures___________ ___ _ __ _____________ 2,181 2,053 2,108

1 Excludes 45 million dollars of authorizations to use existing balances.
2 Compares with newT obligational authority of 2,304 million dollars in 1955 and 2,118 million dollars in 1956.

Mutual Security Program, economic.— M y recommendations for con
tinuing military assistance under the Mutual Security Program were 
discussed previously, and the amounts involved were included as 
part of our major national security activities. Some of the countries 
to which we provide military assistance, however, do not have the 
economic capacity to support effective defensive forces which are 
necessary to our mutual security. We must continue to provide 
assistance to such countries to enable them to support the greater 
defensive strength that is our common goal. It is particularly im
portant that we continue to help those nations which require assist
ance in order to participate effectively in regional collective security 
arrangements, notably those in Asia. This budget, therefore, in
cludes funds for carrying on the defense support program in critical 
areas in southern Europe, the Middle East, South Asia, Southeast 
Asia, and the Far East.

360000— 56-------in
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The development of military strength as a deterrent to aggression, 
however, meets only a part of the challenge which faces the free world. 
Because the conditions of poverty and unrest in less developed areas 
make their people a special target of international communism, there 
is a need to help them achieve the economic growth and stability 
necessary to preserve their independence against Communist threats 
and enticements.

For our assistance to be as effective as possible, it must be based 
upon a realistic appraisal of potentialities for economic development 
and a careful determination of priorities among the many pressing 
needs in the less developed areas. M y recommendations for the 
Mutual Security Program include funds for continuing selective loans 
and grants to certain less developed countries following experience 
gained in past years.

I am also recommending continuation of the worldwide technical 
cooperation program at a slightly increased level. Technical coopera
tion is an indispensable element in the successful attack which is 
being made on the basic problems of hunger, disease, and illiteracy. 
Through the efforts of American experts working in cooperating 
countries and by the training of foreign technicians in the United 
States, the knowledge and experience of our people are being shared 
in a cooperative effort to solve fundamental problems in health, 
education, public administration, agriculture, and industry which 
confront less developed countries. By these means we are helping 
to provide the skills which are required for economic development. 
In addition to continuing our own technical cooperation program, 
my recommendations provide for our annual contribution to the 
expanded technical assistance program of the United Nations and to 
the similar work of the Organization of American States.

We shall also continue and expand in the fiscal year 1957 our inter
national program to provide training in the peaceful uses of atomic 
energy. Funds for this purpose are included in this budget as part 
of the Mutual Security Program.

Provision should be made for further contributions for the relief and 
rehabilitation of refugees from Palestine. In view of the current 
unrest in the Near East, our continued support is essential both for 
humanitarian reasons and to assist in achieving peace and stability 
in the area.

The budget also includes amounts for the escapee program and for 
contributions to the Intergovernmental Committee for European 
Migration and the United Nations Refugee Fund, which aid in the 
relief and resettlement of refugees from behind the Iron Curtain and 
in emigration from Europe.

I shall recommend effective flexibility in the use of funds under the 
Mutual Security Program to enable us to respond to new situations
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which may arise. I also consider it essential that the Mutual Security 
Act be amended to assure greater continuity in providing economic 
assistance for development projects and programs which we approve 
and which require a period of years for planning and completion. 
Accordingly, I shall ask for limited authority to make longer term 
commitments for assistance for such projects, to be fulfilled from 
appropriations made in future years.

In furtherance of our basic foreign economic policy objective of 
stimulating international trade and investment, I am requesting a 
review of existing legislation to determine whether changes will be 
necessary to permit an expansion of the investment guaranty program. 
Under this program, private United States investors may be guaran
teed against loss of their foreign investments or earnings through 
expropriation or inconvertibility of foreign currencies. The number 
of private investors and foreign governments participating in this 
program has steadily increased. We also need to encourage invest
ment overseas by avoiding unfair tax duplications, and to foster foreign 
trade by further simplification and improvement of our customs 
legislation.

Export-import Bank.— The Export-import Bank is assisting in the 
expansion of international trade and investment through direct loans 
and guaranties of private loans. Its loan and guaranty commitments 
are estimated at 960 million dollars in the fiscal year 1957, an increase 
of 255 million dollars over the previous year. Because of greater 
participation in loans by commercial banks and other sources of 
private capital, direct Federal disbursements in the fiscal year 1957 
are estimated at less than one-third of the total new commitments. 
Repayments on loans made in prior years are expected to exceed dis
bursements from Export-import Bank funds, thus providing esti
mated net receipts of 100 million dollars. Sales of portions of the 
existing loan portfolio to private financial institutions may increase 
this return.

Foreign injormation and exchange activities.— The present inter
national situation has made the work of the United States Information 
Agency increasingly vital to our national interest. I consider it of 
paramount importance that we expand our effort to bring the truth 
before the people of the world, explain our peaceful objectives, and 
show in its true light the Communist attempt to divide and destroy 
free world unity.

To this end, I strongly recommend that appropriations for our 
information program be increased by 48 million dollars from the 
level in the current fiscal year. This increase will provide for ex

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

1957



m36 M E S S A G E  OF T H E  P R E S ID E N T

panded use of overseas exhibits and other techniques to emphasize 
such subjects as our Atoms for Peace program, our proposals for 
mutual aerial inspection as a first step toward disarmament, and 
the many scientific and cultural achievements by which progressive 
capitalism under free, representative government is contributing to a 
peaceful, prosperous world. Overseas libraries will be expanded, and 
increased emphasis will be given to supplying books to foreign readers 
at low prices. Where appropriate, the program will capitalize on the 
effectiveness of television.

I am recommending a modest increase in appropriations for the 
educational exchange programs of the Department of State which con
stitute a basic element of our long-term effort to attain a better mutual 
understanding with other peoples of the world. These programs bring 
to this country leaders of public opinion and facilitate the mutual 
exchange of students, teachers, and research scholars. In addition to 
appropriated funds, part of the foreign currencies received from the 
sale of surplus agricultural commodities abroad will be used to meet 
certain overseas costs of educational exchange.

With the financial support of the President’s Emergency Fund for 
International Affairs, we have sponsored, in cooperation with private 
industry, agricultural and industrial exhibits at international trade 
fairs which have effectively demonstrated the achievements of private 
enterprise in a free economy. Similarly, our cultural achievements 
have been presented throughout the world by American actors, 
dancers, and musicians during the past year. These trade fair and 
cultural presentations have been enthusiastically received abroad and 
have contributed significantly to a better understanding of our values 
and objectives as a nation. In view of the effectiveness of these 
activities, legislation will be recommended to authorize them on a 
continuing basis.

Conduct of foreign affairs.— The Department of State is not now 
adequately equipped with either the staff or facilities which are re
quired if it is to provide the timely, informed, and coordinated policy 
guidance which is vital to the success of our total international effort. 
I strongly recommend, therefore, that the Congress enact the requested 
increase of 89 million dollars in the appropriations for the Department 
of State for the fiscal year 1957.

A substantial part of this increase is for construction of an extension 
to the present Department of State building. This extension will per
mit all the Washington staff of the Department, including the Inter
national Cooperation Administration, to be accommodated in a single 
building rather than scattered, as at present, among 30 separate build
ings. In addition, my recommendations include funds to cover costs
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in the first year of a long-range program to provide adequate physical 
facilities, including housing, for our diplomatic and consular establish
ments abroad.

Steps are already underway to strengthen the staff of the Depart
ment. This budget provides for further improvements, as well as 
for carrying forward the recruitment, training, employee benefit, and 
other programs initiated during the past 2 years. Increases are also 
proposed to permit the prompt and efficient discharge of our expanding 
consular responsibilities and to provide for the collection of more com
prehensive commercial and economic data needed by American busi
nessmen and Government agencies.

To provide for closer international economic cooperation and con
tinued expansion of United States trade abroad, it is particularly im
portant that our membership in the Organization for Trade Coopera
tion be approved. While this will not alter congressional control of 
our tariff, import, and customs policies, it will help us to remove dis
criminations against American exports and further strengthen our ties 
with other nations of the free world.

VETERANS’ SERVICES AND BENEFITS

The greatest portion of budget expenditures for veterans is for direct 
benefits, such as compensation and pensions, indemnity payments, 
readjustment benefits, and hospital and medical care. These direct 
benefit costs have been increasing. At the same time overhead costs 
are being reduced through improved administration.

Budget expenditures for veterans’ programs are estimated to total 
4.9 billion dollars in the fiscal year 1957, 86 million dollars more than 
in 1956 and 422 million dollars more than in 1955.

We now have more than 22 million veterans. When benefits for 
dependents and survivors are considered, nearly one-half of our popula
tion is potentially entitled to veterans’ benefits.

Therefore, continuing and careful attention must be given to 
veterans’ services and benefits. These services and benefits will be 
increasingly significant as the veteran population ages, because benefit 
entitlement resulting from non-service-connected infirmities associated 
with advancing age will replace eligibility for service-connected bene
fits as the major factor in the cost of veterans’ programs.

The Congress and the public will want to join with this adminis
tration in giving careful consideration to the findings of the Commis
sion on Veterans’ Pensions which I appointed to study this problem. 
This Commission, which will report later this year, is reviewing 
thoroughly the relation of the existing nonmedical programs for 
veterans to each other and to the numerous civil benefits which the 
Nation now provides for the aged, the needy, the infirm, and the 
disabled— both veterans and^others.
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Steps to relate military service survivor benefits to old-age and 
survivors insurance benefits are already underway in a bill pending 
before the Congress. The additional cost of this legislation for those 
receiving veterans’ benefits is provided in this section of the budget. 
The estimates of military expenditures, under proposed legislation, 
include an amount to cover the Government’s share, as employer, of 
the old-age and survivors insurance contribution.

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 Recom
mended new

Program or agency
1955

actual
1956 esti
mated

1957 esti
mated

obligational 
authority 
for 1957

Gross budget expenditures:
Readjustment benefits:

Education and training________________________ $664 $725

46

$726 $724

51
Loan guaranty and other benefits (Veterans 

Administration)_______________________ ________ 43 50
Unemployment compensation (Department of 

Labor)____ _____________________ ____ __________ 106 115 118 118
Compensation and pensions:

Present programs____________ ____________________ 2,681 2,818 2,907 
30

2,907 
45Proposed legislation____ __________________ _______

Hospital and medical care:
Current expenses__________________________________ 692 757 758 762
Hospital construction_____________________________ 36 41 57 53

Insurance and servicemen’s indemnities. ............... .......... 67 127 80 57
Other services and administration (Veterans Adminis

tration and others)__________________________________ 207 211 208 175

T o ta l-- ....................................................... .................... . 4,496 

10

4,839 

17

4,934

25

» 4,892
Deduct applicable receipts:

Insurance programs (Veterans Administration)________
Other services and administration (Veterans Adminis

tration, primarily canteen services)............. - ............ . 29 29 30

Net budget expenditures____________________ _____________ 4,457 4,793 4,879

i Compares with new obligational authority of 4,369 million dollars in 1955 and 4,805 million dollars in 1956.

Readjustment benefits.— A year ago, I issued a proclamation termi
nating accrual of eligibility for various wartime benefits. While it 
is still necessary to draft individuals for service in our Armed Forces, 
this service at present imposes neither the hazards of conflict nor as 
serious a disruption of education and other preparation for civilian 
life as was imposed upon our combat servicemen. The forthcoming 
report of the Commission on Veterans’ Pensions will provide a useful 
framework for further consideration of the needs of our servicemen 
for readjustment benefits under present conditions.

The program of readjustment benefits for World War II veterans 
is drawing to a close. World War II veterans will account for less 
than 7 percent of the 1957 readjustment expenditures of the Veterans
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Administration. For most of these veterans, unemployment com
pensation rights ended July 25, 1952, and educational programs will 
cease July 25, 1956. The ending of the loan guaranty program on 
July 25, 1957, will bring to a close a third major program. In each 
case, the law has set a termination date which establishes a proper 
balance between the nature of the benefit and a reasonable time for 
using it.

The timeliness and aptness of our veterans’ readjustment programs 
are attested in many ways. Under the “ GI b ill / ’ 7.8 million World 
War II veterans have received education and 4.5 million have acquired 
homes. Practically all World War II veterans have assumed their 
civilian status in our economy and share equitably in the general 
prosperity. As a group, they have made the transition from military 
to civilian life and do not require extension of these readjustment 
benefits. For those few individuals who have not completed the 
change to civilian life in 10 years, approaches other than veterans’ 
readjustment benefits seem to be indicated.

The education and training of Korean veterans will account for the 
bulk of the readjustment benefit expenditures during 1957. The 
average of 540,000 veterans in training under this program during the 
year will be the highest for any year.

Loan guaranty expenditures are estimated to increase slightly, 
requiring 38 million dollars for acquisition of properties and for losses 
on defaulted loans. It is expected that 640,000 new loans, totaling
7.3 billion dollars, will be guaranteed or insured during the fiscal year. 
As in the past, nearly all will be for housing. This program will 
continue until 1965 for veterans of the Korean conflict.

Veterans who served in the Armed Forces during the period June 27, 
1950, to January 31, 1955, are eligible for unemployment compensa
tion under Federal law. These benefits are estimated at 118 million 
dollars in the fiscal year 1957.

Compensation and pensions.— The most important elements in the 
continuing upward trend in expenditures for veterans’ programs are 
compensation and pensions. Under existing legislation, significant 
increases in the cost of these direct payments may be anticipated 
annually until the end of this century, when payments may be twice 
their present yearly total of nearly 3 billion dollars. This long-term 
outlook arises chiefly from the very large number of veterans who may 
become entitled to pension benefits not connected with disabilities 
arising from their service.

In the fiscal year 1957, expenditures are estimated to increase .119 
million dollars as a result of three factors. The largest is the increased 
number of pensions paid to veterans of World War I and their depend
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ents. These pensions are non-service-connected benefits granted 
widows in financial need or needy veterans with disabilities which 
prevent them from following a substantially gainful occupation. 
Expenditures for these programs have doubled since 1950 and may 
double again in the next 5 years if the current trend continues.

Recently discharged veterans of the Korean conflict and of peace
time service who have service-connected disabilities are a second 
source of growth in compensation and pension expenditures. It is 
estimated that about 35,000 new cases will be added to the disability 
compensation rolls during the next fiscal year.

Third, under the pending legislation to provide old-age and survivors 
insurance benefits to survivors of military personnel, many widows 
and children now receiving veterans’ benefits would be eligible for in
creased compensation payments. These increased benefits would be 
partially offset by decreased payments from the veterans’ indemnity 
and insurance appropriations. In the fiscal year 1957, the net addi
tional expenditures are estimated at 30 million dollars, but in sub
sequent years this amount is expected to be somewhat lower.

During the fiscal year 1957 almost 3 billion dollars of compensation 
and pensions will be paid to approximately 2.8 million veterans, plus 
the survivors of over 850,000 deceased veterans. More than 10 per
cent of the veterans of World War II will be receiving compensation 
payments totaling 1 billion dollars for service-connected disabilities. 
About 20 percent of the veterans of World War I will draw non-service- 
connected pensions in the fiscal year 1957. The possible trend is 
indicated by the fact that 85 percent of the living veterans of earlier 
wars will draw such pensions.

Hospitals and medical care.— Veterans’ hospital and medical ex
penses will continue to rise through the fiscal year 1957 as the number 
of patients in Veterans Administration hospitals is expected to increase
1.4 percent over 1956 to a daily average of 111,500. Almost two- 
thirds of these hospital patients and most of the 17,000 veterans in 
Veterans Administration homes are receiving treatment for condi
tions which are not related to their military service.

Outpatient care, which is only for service-connected conditions, is 
expected to be somewhat below the levels of 1955 and 1956. The 
number of medical and dental examinations and treatments is esti
mated to be 2,398,000 in 1957, a decline of 20,000 from 1956.

I recommend the enactment of 53 million dollars of new authority 
to incur obligations for construction and improvements at Veterans 
Administration facilities. About one-half of this amount is for 
urgently needed replacement of a major part of one mental hospital 
and for preparation of architectural plans for replacement of four
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500-bed general medical hospitals. The other half provides for addi
tional modernization and improvement work at existing facilities.

Insurance and servicemen’s indemnities.— Budget expenditures under 
this heading are primarily for indemnities to survivors of servicemen 
who die during active duty and for reimbursements to the life insurance 
trust funds for claims traced to military hazards. These expenditures 
are estimated at 80 million dollars in the fiscal year 1957. This amount 
is substantially lower than in 1956, when a large number of insurance 
settlements were made for servicemen previously reported missing 
during hostilities in Korea.

V E T E R A N S ’ L I F E  I N S U R A N C E  T R U S T  F U N D S

(Based on existing legislation) 

[Fiscal years. In  millions]

Item 1955
actual

1956
estimated

1957
estimated

Balance in funds at start of year____________________________________ $6, 541 $6,587 $6,701

Receipts:
Transfers from general and special accounts. ________  _______ 28 81 24
Interest on investments. _ _ _______  _ _ _ _ _  _____ 200 201 205
Premiums and other. _ __ _ ____ - ._ --  _________ _____ 441 438 446

T o t a l_______ _________________  __  __________________ 668 721 675

Payments:
Dividends to policyholders____ __ _________________ - ___ 179 183 170
Benefits and other________ ______  _ __ _ _. ________  __ 443 423 423

T ota l... ______________  _________________  _______ __ . 622 606 593

Net accumulation_______ __________ _____  ______ __ . . 46 114 82

Balance in funds at close of year___________ ______________ _________ 6,587 6,701 6,783

Trust funds.— Insurance protection of over 38 billion dollars is pro
vided through nearly 6 million national service and United States 
Government life insurance policies. The number of these policies in 
force has steadily declined, as issuance of additional insurance was 
ended in 1951. During the past calendar year, 25,000 policies matured 
and 319,000 were terminated.

Transactions of these trust funds are excluded from budget receipts 
and expenditures. For the fiscal year 1957, cash receipts will exceed 
disbursements on policies held by World War II veterans, while benefit 
payments will exceed premiums on insurance held by the older age 
groups. The net accumulation is reserved for future claims.
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LABOR AND WELFARE

The labor and welfare programs of the Government contribute 
notably to the achievement of our objectives of greater human well
being and a growing economy. These programs are designed to pro
mote individual opportunity and foster self-reliance by assisting in 
the improvement and protection of people’s health, the promotion of 
education and research, the training and placement of workers, the 
rehabilitation of the disabled, and the provision of security against 
economic want.

M ost of the labor, health, education, and welfare services are ad
ministered by the States and their subdivisions. In fact, four- 
fifths of the 3 billion dollars of budget expenditures estimated for 
labor and welfare in the fiscal year 1957 is for grants to State and 
local governments. Outside the regular Federal budget, substantial 
benefits are provided through the social insurance and retirement trust 
funds.

Budget expenditures for labor and welfare in the fiscal year 1957 
are an estimated 228 million dollars greater than in the current fiscal 
year, and 442 million dollars higher than actual expenditures in 1955. 
The increase in 1957 stems largely from m y proposals to strengthen 
and expand education, health, and research services substantially. 
These budget recommendations will contribute greatly to the well
being of all our people, both through those activities which relate 
directly to individuals and families and those which operate indirectly 
through improved community services and private enterprise.

In some instances, legislation will be required. M y legislative 
recommendations therefore include measures to authorize assistance 
to States for building schools, for promoting occupational safety, and 
for reducing juvenile delinquency; a broad program for improvement 
of the Nation’s health; completion of the program of poliomyelitis 
immunization grants to States; continuance of the present Federal 
formula for grants for State public assistance payments, with adjust
ments for old-age insurance benefits in certain cases; and further 
expansion of coverage of the old-age and survivors insurance system.

Under existing laws, I am recommending increased appropriations 
directed mainly to the expansion of medical research, greater support 
for basic scientific research and training, enlargement of protective 
and preventive services in the fields of health and welfare, improve
ment of our labor and manpower services, and construction of hospitals 
and other necessary health and research facilities.
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LABOR AND WELFARE

[Fiscal years. In  millions]

N et budget expenditures 1 R ecom 
m ended new

Program  or agency
1955

actual
1956 esti

mated
1957 esti

m ated

obligational 
authority 

for 1957

labor and manpower:
U nem ploym ent com pensation and em ploym ent serv

ice:
Grants to States (D epartm ent o f L a b or)............... . . . $194 $230

87

$255

81

$265

81
P aym ent to unem ploym ent trust fund (Treasury 

D epartm en t)_______________________________________ 64
Other:

Present programs _____________ ____________________ 70 78 82 83
Proposed leg is la tion .___________ ___- ________________ 2 2

Public assistance:
Present program ______________________________________ 1,428 1,490 1,314

166
1,330

166Proposed legislation____________ ______ ___________________
Promotion of public health:

N ational Institutes o f H ea lth .____ ______________________ 79 96 120 127
H ospital construction grants _________________________ 73 65 83

2

130
Poliom yelitis vaccination grants: 

Present program  _ ___ 28
Proposed leg is la tion ._______________________ ______ _ 5 20

Other:
Present programs __ _________________ ________ 124 187 192 187
Proposed legislation__________ _______________ ____ 24 76

Promotion of education:
School construction—general aid (proposed legislation). 
Assistance for school construction in federally affected 

areas:
Present program  __________________________________

150 376

130 95 59
Proposed legislation ..________________________________ 5 88

Assistance for m aintenance and operation o f schools in 
federally affected areas_____________________________  -- 85 85 78 79

V ocational education_______________ _____________________ 31 34 34 34
D epartm ent o f the Interior and o th e r s ____ ____________ 76 63 68 65

General-purpose research, libraries, and museums:
N ational Science Foundation:

Regular program s____________________________________ 10 16 31 41
International G eophysical Y ea r__ _________________ (b)

34

6 18
D epartm ent o f C om m erce (Census Bureau and Bureau 

o f Standards) _______________________ ______ ________ 27 25 24
Libraries and m useum s___________ _____ _________________ 11 15 16 48

Correctional and penal institutions.______________ _________ 28 33 36 52
Other welfare services:

School lunch p ro g ra m ___________________________________ 83 83 83 83
Vocational reh ab ilita tion___ _________ __________________ 27 37 41 41
O ther_________________________________ ___________________ 5 7 10 11

T otal ............................. ....... ................................................. 2,552 2,767 2,995 3 3,387

i After deducting applicable receipts, prim arily for the M exican farm labor supply  fund, o f 1 million 
dollars in 1955 and 2 m illion dollars in 1956 and in 1957.

* Compares w ith new  obligational authority o f 2,614 m illion dollars in 1955 and 2,807 million dollars in 
1956.

» Less than one-half m illion dollars.
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Labor and manpower.— Recently enacted legislation has resulted in 
substantial improvements in the economic safeguards for workers. 
Minimum wages set by Federal law have been raised from 75 cents to 
1 dollar an hour, and coverage of the Federal-State unemployment 
compensation system has been extended to employees of small firms 
and of the Federal Government. This budget provides for the 
enforcement and administration of these improvements.

To improve economic safeguards further, I recommend that the 
Congress extend the protection of the minimum wage law to additional 
workers. The facilities of the executive branch will be available to 
assist the Congress in finding ways of achieving this goal. Legisla
tion is also needed to raise benefits and provide more funds for 
rehabilitation under the federally administered Longshoremen’s and 
Harbor Workers’ Compensation Act. In addition, a system of 
benefits for workers who are temporarily disabled from nonoccupa- 
tional causes should be established in the District of Columbia. This 
budget also provides for studies by the Department of Labor to assist 
the States in improving their workmen’s compensation laws.

In addition to improved workmen's compensation, we need effective 
measures to advance occupational safety. Therefore, I recommend 
that the Congress enact a new program to provide technical aid and 
limited financial assistance to the States for promoting occupational 
safety.

The current high level of general prosperity spotlights the adverse 
economic plight of low-income rural areas and of urban areas with 
persistent unemployment. As part of governmentwide efforts to 
alleviate these problems, additional work will be done in the labor 
and manpower field. This will include the designation of areas 
eligible for special assistance, the provision of labor market informa
tion, and vocational advice for individuals.

The 1957 budget recommendations for grants for administration of 
the employment services and unemployment insurance provide for 
stepping up job counseling and testing in the public employment 
offices. For example, job counseling interviews will be increased 
from 1.6 million in the fiscal year 1956 to 2 million in 1957. These 
increased activities are aimed at better utilization of our labor force—- 
with particular emphasis on placing the older and the handicapped 
workers in jobs most suitable for them. Procedures for taking and 
reviewing unemployment compensation claims will also be improved. 
In addition, the budget estimate covers increases by the State gov
ernments in salary rates for the State employees who administer this 
program.
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The Federal payment to the unemployment trust fund is estimated 
at 81 million dollars in the fiscal year 1957. This is the part of the 
Federal unemployment tax collections during the fiscal year 1956 
which it is estimated will not be used for the unemployment insurance 
and employment service program. Almost 50 million dollars of this 
payment will be used to complete a reserve of 200 million dollars 
available for loans to States which deplete their own reserves for 
benefit payments. About 32 million dollars will be credited to the 
unemployment trust accounts of the States.

During the current year significant improvements were authorized 
in our labor and manpower statistics programs. This budget pro
vides, at minor additional cost, for further improvements, particularly 
in the consumer price index and in reports on labor turnover and cur
rent employment.

Public assistance and old-age and survivors insurance.— Grants to 
the States for old-age assistance and aid to dependent children, the 
blind, and the totally disabled are estimated at 1.5 billion dollars in 
the fiscal year 1957, the largest expenditure item in the welfare 
category of the Federal budget.

Our welfare policies have a twofold emphasis: To provide basic 
economic protection for older people and for widowed mothers and 
children through self-sustaining social insurance; and, where possible, 
to prevent need as well as to relieve it. M y budget recommendations 
for both existing and proposed programs reflect this emphasis.

Old-age and survivors insurance— financed through a trust fund 
outside the regular budget— is now providing benefits at a rate of 
more than 5 billion dollars a year to more than 6 million persons over 
age 65 and to 1% million mothers and children. The number of 
beneficiaries is growing. More than nine-tenths of all employed per
sons in the country are now insured. Legislation should be enacted 
to bring in the groups still excluded-—for example, employees of the 
Federal Government.

For a large group of needy people not receiving OASI benefits, 
public assistance remains the only public resource. One out of every 
three people over 80 years of age is on the public assistance rolls, as 
compared with only about 1 in every 10 in the age group 65 to 69 
which, for the most part, has the insurance protection. To avoid 
hardship to present public assistance recipients, I propose that the 
present formula for determining the Federal share of assistance 
payments be temporarily extended. This will allow time to re
appraise the need for the present high level of the Federal contribu
tion to public assistance as the effects of the recent strengthening of 
old-age and survivors insurance protection become more fully appar
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ent. Meanwhile, to reflect the fact that more and more people are 
becoming eligible for old-age and survivors insurance benefits, I recom
mend legislation to fix at 50 percent the Federal share of supple
mentary old-age assistance payments by the States to beneficiaries 
of this insurance who are added to the assistance rolls after the 
fiscal year 1957.

The Federal Government should also do more to assist the States to 
adopt preventive measures which will reduce need and increase self- 
help among those who depend upon public welfare. Likewise, special 
provision should be made for improving medical care of public assist
ance recipients through legislation to permit separate Federal matching 
of State and local expenditures for this purpose.

Promotion oj public health.— One of the most important goals of this 
administration is to assure continued progress in research, training, 
and provision of health facilities so that the medical professions can 
help the American people to enjoy better health. To this end I am 
proposing a substantial, yet orderly, expansion of our existing health 
services and new measures necessary to fill significant gaps in the 
Nation’s programs for promoting good health.

I again urge the Congress to act favorably and promptly on recom
mendations made last year to provide mortgage insurance for the 
construction of health facilities, to train health personnel, to expand 
mental health programs, to abate water pollution, and to strengthen 
State and local public health services.

In addition, provision should be made to assist the extension and 
improvement of health insurance protection for our people. The 
Congress has taken no action on my legislative proposals to meet these 
objectives. The Secretary of Health, Education, and Welfare is 
working on plans whereby private insurance organizations generally 
may pool risks to cover abnormal losses possible under broader health 
plans, and, if necessary, appropriate permissive legislation will be 
recommended. Should this approach not be successful, a Federal 
reinsurance service should receive renewed consideration.

I recommend also that the Congress enact legislation to authorize 
Federal assistance for the construction of medical and dental research 
and teaching facilities. Expansion of these facilities is necessary to 
provide for a continuing increase in the medical research program of the 
Nation, and will help our hard-pressed medical and dental schools to 
provide better training for more students.

The law providing for a poliomyelitis immunization program, 
which was enacted last year, should be extended beyond its present 
expiration date of February 15, 1956. This budget includes, under 
proposed legislation for the fiscal year 1956, the necessary funds to
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complete the program of grants to assist States in the immunization 
of children and expectant mothers.

Special services are needed to promote the health of our Indian 
population and to assist the Territory of Alaska in dealing with the 
problem of mental health. I recommend legislation to authorize 
construction of sanitation facilities on certain Indian reservations 
and tribal lands. Legislation should be enacted also to transfer to 
the Territorial Government of Alaska responsibility for care of the 
mentally ill, with temporary Federal aid for building and operating 
treatment centers.

I recommend the transfer of Freedmen’s Hospital to Howard 
University, with provision for construction of a new teaching hospital.

For health legislation proposals, the total of additional expenditures 
in the fiscal year 1957 is estimated at 44 million dollars.

Under presently existing legislation, budget expenditures for public 
health programs other than the poliomyelitis vaccination grants are 
estimated at 395 million dollars for the fiscal year 1957. A major 
increase of 24 million dollars is proposed for the research and training 
activities of the National Institutes of Health. Grants to States for 
construction of hospitals and other health facilities will increase by 
18 million dollars, and the recommended appropriation will result in 
further increases in later years. As part of our policy of strengthening 
enforcement of the food and drug laws I am recommending a sub
stantial increase for the Food and Drug Administration. In addition, 
I am recommending increased appropriations to attack the problem of 
air pollution; to expand grants to States for child welfare services; and 
to expand health services to Indians, including construction of three 
hospitals. These increases are partly offset by reduced construction 
expenditures, primarily for the District of Columbia hospital center.

Promotion oj education.— The educational problems of the Nation 
are acute. School enrollments are growing. Classrooms are over
crowded. We do not have enough teachers.

Americans are demonstrating their increased concern with these 
problems by working together now, more than ever, in parent-teacher 
organizations and other citizen groups. Members of these groups— 
many of which participated in the recent White House Conference on 
Education— have stressed the need for measures by all levels of 
Government to improve our schools.

As a principle of our governmental system, we believe in State and 
local responsibility for public education. This means not only local 
direction of public schools but also local financial support augmented 
by the States. States and communities have made definite progress 
toward meeting our educational problems. They are reducing the

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

1957



m48 M E S S A G E  O F T H E  P R E S ID E N T

classroom shortage by building an increasing number of schools each 
year. But we still lack more than 200,000 classrooms. In order to 
increase further the number of new buildings completed over the next 
5 years, I propose that the Federal Government supplement the cur
rent efforts of the States and their subdivisions in financing public 
school construction.

In continued recognition of the special school enrollment problems 
created in many communities by military and civilian activities of the 
Federal Government, I am recommending extension for 2 years of the 
authority for providing assistance in paying for new school buildings 
in federally affected areas. Under present law no applications can 
be received after June 30, 1956. An additional appropriation of 88 
million dollars for the fiscal year 1957 is recommended for the pro
posed extension. With the enactment of legislation to authorize gen
eral Federal assistance for school construction, the necessity for the 
further extension of special Federal aids for construction and for 
maintenance and operation in these school districts will require 
reconsideration.

The United States Office of Education, through its advisory services 
and its research and statistics, affords another channel whereby the 
Federal Government can aid in the improvement of our schools. 
I  am recommending a substantial increase for the fiscal year 1957 in 
the budget of the Office, mostly for the new cooperative research 
program authorized by the Congress, which will assist the States in 
their efforts to deal effectively with educational problems.

An increase of 4 million dollars in estimated expenditures for the 
education and welfare of our Indian population will make it possible 
to complete the necessary staffing of schools and to increase the 
number of Indians relocated in urban areas.

General-purpose research, libraries, and museums.— Because of the 
direct importance of basic research to our defense program and our 
national welfare and economic progress, this budget proposes a sub
stantial increase in Federal support of general-purpose research and 
education in the sciences. This increase is considered by our national 
security and scientific research agencies to be vitally necessary. 
Even with this added support, basic research will constitute less than 
10 percent of the Government’s annual investment in research and 
development.
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For these reasons, I recommend that the appropriation for the 
regular activities of the National Science Foundation be substantially 
increased from 16 million dollars in the current fiscal year to 41 
million dollars in the fiscal year 1957. This will enable the Foundation 
to extend an additional 13 million dollars of support to meritorious 
basic research projects in colleges and universities; will provide 7 
million dollars for the construction of special-purpose facilities needed 
for basic scientific research, including the Nation’s first major radio 
astronomy center; and will make available an additional 5 million 
dollars for expanding the Foundation’s experimental program de
signed to improve science teaching in our schools and colleges and to 
encourage a greater number of able students to enter careers in 
science.

A supplemental appropriation for the Foundation of 28 million 
dollars will be required in the current year to complete financing of 
the United States program for the International Geophysical Year. 
The additional amount is mainly for the earth-circling satellite project, 
in which the Department of Defense is also participating.

Also fundamental to science is the work of the National Bureau of 
Standards. Increased expenditures of 4 million dollars are recom
mended in the fiscal year 1957 to strengthen research in the physical 
sciences and to plan new buildings to replace present inadequate 
research facilities.

For the Bureau of the Census, I am recommending appropriations 
for collecting needed data on two important aspects of our national 
life. The census of governments will provide, for the first time since 
1942, comprehensive financial information about the more than 100,000 
State and local government units. The national housing inventory 
will measure the significant changes in the Nation’s housing supply 
which have taken place since 1950. Expenditures for the Census 
Bureau as a whole will decline, however, as work on the current cen
suses of agriculture, business, manufactures, and mineral industries 
draws to a conclusion.

In addition to necessary operating funds for the Smithsonian Insti
tution, I am recommending an appropriation of 34 million dollars for 
the construction of a Museum of History and Technology authorized 
at the last session of the Congress. This museum, the first new Smith
sonian building to be federally financed in more than 40 years, will

360000— 56------ iv
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permit for the first time an adequate permanent display of collections 
which now far exceed the capacity of existing buildings.

Correctional and penal institutions.■— Construction of two new prison 
institutions is required to help ease overcrowded conditions in existing 
penitentiaries and to provide for youthful offenders and more ade
quate custody of the most dangerous and troublesome prisoners. 
These new facilities account for almost all of an 18-million-dollar 
increase over 1956 in appropriations requested for the Federal prison 
system.

Other welfare services.— The school lunch program is supported with 
surplus commodities as well as by regular appropriations. Increased 
efforts in the removal of agricultural surpluses are expected to result 
in a greater distribution of such foods to schools, reaching an estimated 
value of up to 130 million dollars in the current fiscal year. These 
increased efforts will continue in the fiscal year 1957. Additionally, 
the recommended direct appropriation of 83 million dollars for the 
school lunch program for the fiscal year 1957 will provide the same 
level of such expenditures as in 1955 and 1956.

This Nation still has hundreds of thousands of disabled citizens who 
should be restored to productive employment and thereby helped to 
achieve economic independence. This budget continues full support 
of the expanded State-Federal vocational rehabilitation program at a 
rate which will permit the States to continue enlarging their rehabilita
tion services as rapidly as their own funds permit.

Another growing social problem of concern to the entire Nation is 
juvenile delinquency. During the last 8 years there has been a 60-per
cent increase in the number of children appearing before our courts. 
The States and communities need technical assistance and financial aid 
to help them halt this trend. I therefore renew my request that 
Congress enact legislation promptly to authorize Federal aid to the 
States for strengthening their services for prevention and treatment 
of juvenile delinquency.

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

1957



M E S S A G E  OF T H E  P R E S ID E N T m 51

SOCIAL INSURANCE AND RETIREMENT TRUST FUNDS

(Based on existing legislation)

[Fiscal years. In millions]

Fund and item 1955
actual

1956
estimated

1957
estimated

Federal old-age and survivors insurance trust fund:
Balance in fund at start of year ............... ........... ......... ............ $20,043 $21,141 $22, 707

Receipts:
Payroll tax transferred from general receipts.. _ _ _ _______ 5,040 

99
6,475

125
6,635

130Deposits by States_______________ __________ _ ___________
Interest and other_________________  __ _______ ________ 448 497 571

Payments of benefits, construction and administrative expenses, 
and tax refunds________ ____________  ____________________  _ -4 ,  487 -5,530 - 6, 250

Net accumulation_____________________ ________ __________ 1,098 1,566 1,086

Balance in fund at close nf year _ . _ . 21,141 22, 707 23, 793

Railroad retirement fund:
Balance in fund at start of year_____ _____ ____________________ 3, 418 3, 534 3, 650

Receipts:
Payroll tax transferred from general receipts _________ 599 625 660
Interest and other ___ _ _  ___  ___ 101 105 110

Payments of benefits and administrative expenses ________  _ -585 -613 -650

Net accumulation___________________________________________ 115 117 120

Balance in fund at close of year _____________________  _ 3, 534 3, 650 3, 770

Federal employees’ retirement funds (Civil Service and Foreign 
Service):

Balance in funds at start of year____________  _________________ i 5,931 6, 210 6,727

Receipts:
Employee contributions __ _ _______________________ 439 555 554
Interest- _________  __________ ______________ ____________ 235 214 214
Government contribution and other __________  _________ 34 238 300

Payments of annuities and refu n d s.._________ _________________ -430 -490 -554

Net accumulation__________________________  _ ___________ 278 518 513

Balance in funds at close of year_____ ____________________ _____ 6, 210 6, 727 7,240

Unemployment trust fund:
Balance in fund at start of year_______ _________  _____________ 8, 994 8, 454 8, 624

Receipts:
Deposits by States and railroad unemployment taxes______
Interest_______ ___________________________________ _____
Transfer from general fund a __________ _________ __

Payments: State and railroad withdrawals for benefits_______  _

1,162
199
64

-1,965

1,328 
194 
87

-1 ,  439

1,333 
196 
81

-1,603

Net accumulation (+ )  or withdrawal (—) ___________________ -540 +170 + 7

Balance in fund at close of year________________________________ 8, 454 8, 624 8,631

* Includes 8 million dollars of unappropriated receipts.
* Excess of Federal unemployment tax collections over Federal expenditures for unemployment com

pensation and employment service administration.
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Social insurance and retirement trust funds.— Unemployment insur
ance, old-age and survivors insurance, railroad retirement, and Federal 
civilian employees’ retirement are financed from trust funds, the trans
actions of which are not included in budgetary receipts and expendi
tures. The balances in the funds, now about 40 billion dollars, are 
invested in Government bonds.

Increased coverage in the old-age insurance program, increases in 
the interest paid to this trust fund, and improved coordination of 
income and old-age insurance tax collection procedures are recom
mended elsewhere in this message. The estimates of trust fund 
receipts and disbursements for the fiscal year 1957 do not reflect 
proposed legislation.

AGRICULTURE AND AGRICULTURAL RESOURCES

This budget carries forward the broad agricultural objectives that 
we have been striving to achieve through new legislation, redirection 
of emphasis, and improved administration during the past 3 years. 
It provides for the strengthened agricultural program which I proposed 
in my recent special message to the Congress.

Thus, this budget permits an intensification of our efforts to aid 
farmers in making the difficult readjustment from the abnormal situa
tion of the war and postwar period to a realistic peacetime outlook for 
markets, so that they may share more equitably in the prosperity 
which other sectors of the economy are now enjoying. It also provides 
for continued emphasis on research and educational activities and on 
soil and water conservation, and for an enlarged program to help low- 
income farmers improve their situation.

Gross budget expenditures for agricultural programs are estimated 
at 9.1 billion dollars in 1957. These expenditures include loans made 
and commodities purchased by the public enterprise agencies in the 
Department of Agriculture and the Farm Credit Administration. 
Receipts from agricultural programs, which reflect loan repayments 
and commodity sales of these public enterprise agencies, are estimated 
at 5.7 billion dollars in 1957. The resulting estimate of net budget 
expenditures is 3.4 billion dollars, about the same as estimated for 
1956.

New authority to incur obligations of 2.9 billion dollars is recom
mended for the fiscal year 1957, as compared with 3.3 billion dollars 
in 1956. Excluding the Commodity Credit Corporation, new author
ity to incur obligations for agricultural programs will be 621 million 
dollars higher in 1957 than in 1956.
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AGRICULTURE AND AGRICULTURAL RESOURCES

[Fiscal years. In millions]

Gross budget expendi
tures

Net budget expendi
tures

Recom
mended 

new obli
Program or agency

1955
actual

1956
esti

mated

1957
esti

mated
1955

actual
1956
esti

mated

1957
esti

mated

gational 
author
ity for 

1957

Soil bank and accompanying proposals
(proposed legislation)______ ______________ $400 $400 $450

Stabilization of farm prices and farm in
come:

Price support, supply and purchase
programs (CC C, Wheat Agreement,
and Wool Act) ______  ___________ $6,170 $5,110 5,077 $3,327 $2, 076 1,591 1,123

Removal of surplus agricultural com
m odities.-_____________ ________ __ ___ 59 225 265 59 225 265 195

Sugar Act_______ _______________________ 70 60 66 70 60 66 68
Federal crop insurance________________ 35 37 30 12 12 4 6
Agricultural adjustment program______ 40 39 41 40 39 41 41

Financing rural electrification and rural
telephones1_________ ___________________ 204 223 239 204 223 239 204

Financing farm ownership and operation:
Farm Credit Administration___ ______ 1,950 2,012 2,111 56 46 27 32
Farmers’ Home Administration: *

Present programs_____________ _____ 171 190 196 169 187 191 191
Proposed legislation... 14 14 16

Disaster loans and emergency feed......... 100 114 55 10 -1 9 -1 9
Agricultural land and water resources:

Land conservation programs __________ 274 263 263 212 231 245 225
Soil Conservation Service, flood pre

vention and other___ _______ __ _ _ 74 83 89 74 83 89 93
Research and other agricultural services___ 177 219 224 177 212 211 229

Total_____  .......................... .. 9, 324 8, 575 9,070 4, 411 3,376 3,364 2 2,872

1 Net expenditures for the Farmers’ Home Administration and for rural electrification and telephone 
loans do not reflect loan collections, since these collections go directly into miscellaneous receipts of the 
Treasury. In 1957 these collections are estimated at 167 million dollars and 124 million dollars, respectively.

2 Compares with new obligational authority of 2,672 million dollars in 1955 and 3,324 million dollars in 
1956.

Most of the increases are for the new measures which were set forth 
in detail in my recent special message on agriculture. New authority 
to incur obligations of 450 million dollars is included under proposed 
legislation primarily for that part of the program dealing with the soil 
bank. This includes an acreage reserve to reduce current and accu
mulated surpluses of crops in most serious difficulty, and a conserva
tion reserve to achieve other needed adjustments in the use of agri
cultural resources. In addition to reducing production of surplus 
crops and shifting land to more desirable uses, it will aid farmers 
in financing the transition to a farming pattern appropriate for 
today’s markets.

The budget also provides funds for other measures recommended in 
the special message. These measures are mainly for strengthening
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and redirecting existing programs. They include stepped-up pur
chasing and distribution of perishable commodities which are tem
porarily in excess supply; a strengthened program for disposal of 
surplus stocks of staple commodities; a strengthened rural develop
ment and credit program for low-income farm families; additional 
research emphasizing both lower costs of production and new products 
and markets; and the program for farm improvement and better land 
use in the Great Plains States.

I am also recommending new legislation to permit refunds to 
farmers of Federal taxes on gasoline used in their farm operations. 
It is estimated that tax refunds to farmers under this legislation will 
amount to 60 million dollars in 1957.

Taken together my new proposals will entail new outlays of 500 
million dollars in the fiscal year 1957.

Stabilization oj farm prices and farm income.— Programs to stabilize 
farm prices and farm income account for over 60 percent of the esti
mated gross budget expenditures for agriculture and agricultural re
sources in the fiscal year 1957. The principal part of these expendi
tures is for the price support operations of the Commodity Credit 
Corporation. Gross expenditures for these operations, reflecting new 
price support loans and purchases of commodities during the year, 
are estimated at 5.1 billion dollars. Applicable receipts from repaid 
loans and sales of commodities will amount to 3.5 billion dollars, leav
ing net expenditures of 1.6 billion dollars. In recent years receipts 
have been substantially less than new outlays, and inventories of the 
Commodity Credit Corporation have been rising steeply. On October 
31, 1955, CCC loans and commodity inventories amounted to 7.7 
billion dollars as compared with 6.6 billion dollars a year earlier.

Government support of farm prices above world prices under pro
grams which were attuned to war and were too long continued has 
been a major cause of the present accumulation of farm surpluses. 
These now overhang the market and create uncertainty and great 
concern on the part of the producers. World War II, with its terrible 
losses and destruction, enabled the liquidation of our prewar surpluses, 
and the Korean conflict helped to liquidate those that accumulated 
after the end of World War II. But the sharp rise of world prices 
during these war periods, together with our high rigid price supports, 
encouraged expansion of production throughout the world.

The chief domestic beneficiaries of our price support policies in the 
past have been the 2 million large highly mechanized farming units 
representing about 35 percent of our farms but producing about 85 per
cent of our agricultural products. Under the price support program 
that has been functioning the greater proportion of the dollars go to
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the largest producers; in the case of wheat, for example, approxi
mately three-fourths of the loan dollars go to one-third of the bor
rowers. Individual cotton loans in excess of 1 million dollars have 
been made.

We should today resist new efforts to have the Government restore 
high rigid price supports which would aggravate the problem. The 
Agricultural Act of 1954 and the new programs recommended in my 
special agricultural message are designed to make a broad frontal 
attack on the surplus problem without repeating our previous mistakes 
of stimulating production beyond available markets and thus piling 
up price-depressing surpluses.

In contrast to expenditures, the price support operations of the Com
modity Credit Corporation should be reviewed from the standpoint of 
losses actually sustained in the disposition of commodities. In the 
main, these losses represent the difference between commodity acquisi
tion and storage costs on the one hand, and receipts from sale of the 
same commodities on the other. Since the commodities usually are 
not sold in the same fiscal year in which they are acquired, realized 
losses for a year are not the same as the net expenditures for that year. 
In the fiscal year 1955, realized losses amounted to approximately 800 
million dollars, of which more than one-half were losses on dairy 
products. Estimated future losses on the loans and commodity 
inventories the Corporation held at the end of that year are 2.4 billion 
dollars, of which about two-thirds represent anticipated losses on corn 
and wheat.

As a nation, we have in the past and, if necessary, will in the future 
provide substantial sums of money as a part of our efforts to have 
farmers share more fully in the prosperity of the country. But farmers 
know that Government money alone will not do the job. Further
more, farmers do not want to be dependent on Government assistance. 
They want the opportunity to obtain a better living standard for 
their families through their own efforts. The Government’s respon
sibility is to help create the conditions in which farmers can have 
this opportunity.

We intend to continue our vigorous efforts to find markets at home 
and abroad for our present surpluses of farm commodities.

The Agricultural Trade Development and Assistance Act of 1954 
was amended in the past session of the Congress to permit an increase 
from 700 million dollars to 1.5 billion dollars in the amount of loss that 
the Corporation might incur in sales of commodities for foreign 
currencies. Agreements negotiated up to December 31, 1955, under 
this law provide for disposition of commodities worth 504 million 
dollars at market value, which in many cases is substantially below 
amounts paid the farmers. The actual loss cannot be calculated
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until the foreign currencies are used. Additional agreements which 
may amount to as much as 385 million dollars are under negotiation.

The International Wheat Agreement, a multilateral agreement 
between wheat importing and wheat exporting countries of which the 
United States is a member, expires on July 31, 1956. The desirability 
of extending this agreement is under study and a determination will be 
made at a later date. This budget assumes that wheat exports during 
the 1956-57 marketing year will total about 275 million bushels and 
that most of this wheat will move at world prices under federally 
assisted programs.

Expenditures under the permanent appropriation for the disposal of 
surplus agricultural commodities are expected to be substantially 
higher in the fiscal years 1956 and 1957 than in 1955, consistent with 
our determination to stand ready with purchase programs to remove 
temporary market gluts whenever serious ones occur, and to utilize 
effectively the surplus commodities acquired. Our present pork 
buying program, which was started in November of last year, is an 
example.

While our special efforts to expand exports and our increased 
purchases of perishable commodities have an important place in our 
overall agricultural program, they should not be expected to take the 
place of vigorous competition for markets, based on price and produc
tion adjustments. M y  recommendations for new legislation, increased 
research and education, and the further operation of the Agricultural 
Act of 1954 will all contribute to this first line of attack on the agri
cultural surplus problem.

Rural electrification, rural telephones, and farm credit.— The budget 
recommendations for the Rural Electrification Administration repre
sent a continuation of our policy of making loans available to meet the 
farmers’ needs for electrification and telephones. The budget provides 
for approval of loans for electrification in the amount of 185 million 
dollars in 1957, which is the same as that for 1956 and 20 million dollars 
higher than in 1955. It also provides for approval of loans for rural 
telephones in the amount of 80 million dollars, the same as for 1956, 
and 27 million dollars higher than for 1955. Disbursements on loans 
and expenditures for administration for both programs are estimated at 
239 million dollars, 16 million more than in 1956.

The total of Farmers’ Home Administration direct and insured loans 
is expected to approach 260 million dollars in 1957 as compared with 
193 million dollars in 1955. A substantial part of this expansion is in 
insured private loans, which are not reflected in budget expenditures. 
Legislation will be proposed to broaden the authority under the 
Bankhead-Jones Farm Tenant Act to permit the Farmers’ Home
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Administration to make certain loans for farm housing previously 
possible only under title V  of the Housing Act of 1949, as amended. 
With this change, further extension of the authority for farm housing 
loans under title V beyond its present termination date of June 30, 
1956, will not be necessary.

Several agencies will increase their participation in the Rural Devel
opment Program that I recommended in my special message during 
the past session of the Congress. This program will be conducted 
broadly as well as in selected counties, and will involve special educa
tional work by the cooperative Federal-State Extension Service, 
research on farming and marketing problems of low-income farmers 
by Federal and State agencies, and assistance in providing employment 
information by the Department of Labor. To assure adequate funds 
and to permit broader coverage in the financing of small farms, I am 
recommending an additional 15 million dollars of lending authority for 
the Farmers’ Home Administration under proposed legislation.

Consistent with our policy of withdrawing the Federal Government 
from activities that can more properly be carried on privately, legis
lation was recommended and enacted last year providing for syste
matic retirement of the Federal investment in the banks for cooper
atives which are supervised by the Farm Credit Administration. 
Although the effect of this legislation on the budget will be small, it is 
expected that farmers through their cooperatives will be able to 
acquire, over a period of years, the present equity of the Federal 
Government in these credit institutions.

Agricultural land and water resources.— M y recommendations for 
agricultural land and water resources for the fiscal year 1957 are an 
integral part of a broad program designed to give additional emphasis 
to conservation of our natural resources. They provide for an in
crease in the regular services of the Soil Conservation Service and for 
the expected growth in the relatively new watershed protection and 
flood prevention program. The soil bank program proposed in my 
special agricultural message will contribute also to our conservation 
objectives.

Expenditures under the existing agricultural conservation program 
assist farmers in applying soil conservation practices and in making 
proper use of land diverted from the production of surplus crops. 
Payments to farmers in the fiscal year 1957 will be principally to cover 
the cost of the program carried out for the crop year 1956, as author
ized in the 1956 appropriation act. I recommend a forward author
ization of 250 million dollars for the 1957 crop year agricultural 
conservation program— the same level as for 1956.
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Research and other agricultural services.— M y budget recommenda
tions provide for further expansion of research, mainly in cooperation 
with State agencies. Additional funds requested for educational 
activities will permit greater concentration of effort on direct counsel
ing of individual farmers in the development of programs for their 
entire farms; also, on the educational phases of our Rural Development 
Program for low-income families.

The budget includes funds for the recommendations on research and 
education in my special message on agriculture. The seriousness of 
the production adjustment and income problems of American agricul
ture arising from increased production at home and abroad and from 
declining prices of major agricultural commodities requires that we 
materially strengthen selected areas of research in agriculture.

NATURAL RESOURCES

Resource development is the responsibility of everyone. In many 
cases State, local, and private groups can best carry out needed pro
grams themselves. In other cases, Federal participation is the 
necessary element in accomplishing broad national aims, where 
projects are beyond the means or needs of local groups. Under the 
partnership policy of this administration, emphasis is placed on 
sharing the cost of projects with the groups which receive direct 
benefits from them. This approach serves to multiply the effect of 
Federal expenditures in the stimulation of conservation and develop
ment. The recommendations in this budget will result in further 
advances toward our broad goal of a steadily growing program for 
resource development through the cooperative efforts of States, local 
communities, private citizens, and the Federal Government.

The importance of the partnership policy in the development of 
water resources is being emphasized in a report of the Advisory Com
mittee on Water Resources Policy. This report will also stress the 
need for strengthening our procedure for the formulation and review 
of proposed water resources projects. Some of the Advisory Com
mittee’s recommendations will require changes in existing law, and 
specific legislative proposals will be transmitted to the Congress.

Budget expenditures for natural resources programs in the fiscal 
year 1957 are estimated at 1 billion dollars, about the same level as in 
1956. Programs for flood control, reclamation, and multiple-purpose 
water resources development will expand over the 1956 levels and will 
require about 60 percent of the net expenditures in 1957. The man
agement and development of the national forests, parks, public domain 
lands, and Indian lands will require about 25 percent of the total. 
The remainder will be for minerals programs, fish and wildlife re
sources, and other developmental activities.

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

1957



M E SS A G E  O F T H E  P R E S ID E N T m59

In addition to their economic returns, many resource development 
programs yield financial receipts. These receipts come mostly from 
sale of power generated at Government facilities, sale of timber from 
national forests and public lands, and mineral leases on public lands 
including the Outer Continental Shelf. Some of the receipts are used 
to finance current operations and are applied against the gross ex
penditures of the agency; these are estimated at 266 million dollars in 
the fiscal year 1957. Other receipts, estimated at 544 million dollars 
in 1957, are deposited directly in the Treasury, and are then shared 
with States and counties as authorized by the Congress, appropriated 
for specific Federal programs, or added to the general revenues of the 
Government.

N A T U R A L  R E S O U R C E S

[Fiscal years. In millions]

Expenditures Recom
mended new

Program or agency
1955

actual
1956 esti
mated

1957 esti
mated

obligational 
authority 
for 1957

Gross budget expenditures:
Land and water resources:

Corps of Engineers, civil functions:
Present programs:

Flood control and multiple-purpose projects. $383 $373 $391 $405
Flood disaster relief work________ ______ 32

Proposed legislation:
Passamaquoddy Bay survey_____________ 1 1
Partnership projects........ ....................... . __ 5 10

Department of the Interior:
Bureau of Reclamation:

Irrigation and multiple-purpose projects:
Present programs___ ________________ 163 175 193 191
Proposed legislation:

Federal projects___________________ 9 20
Partnership projects_______________ 4 10

Power transmission agencies__________________ 43 42 42 35
Indian lands resources................. ............. ....... 35 43 42 27
Bureau of Land Management and other_______ 16 20 25 25

Tennessee Valley Authority:
Present programs________ _________________ __ 386 287 206 5
Proposed legislation___________________________ 24 68

Department of State................................... .................. 3 4 4 2
Federal Power Com m ission______ _____________ _ 4 5 5 5

Forest resources _________________________  _ ________ 118 139 144 147
Mineral resources__________________________________  __ 41 50 57 46
Fish and wildlife resources.______ _____________________ 43 44 47 54
Recreational use of resources_____ _____ _______________ 35 52 59 28
General resource surveys and other____________________ 34 35 39 40

T ota l............................ ....................  ............................. 1,304 1,302 1, 297 i 1,121
Deduct applicable receipts: *

Land and water resources:
Bureau of Reclamation___________________________ 3 3 3
Indian lands resources___________________ _________ 2 1 1
Tennessee Valley Authority_______ _______ ______ 214 248 257

Mineral resources _ _______________________________  __ 4 5 5

Wet budget expenditures_____  ___________ ____ _________ 1,081 1,045 1,031

1 Compares with new obligational authority of 966 million dollars in 1955 and 1,045 million dollars in 1950.
3 Does not include revenues which go into miscellaneous receipts of the Treasury.
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Land and water resources.— The policies underlying recommenda
tions for water and related land resources in this and other sections of 
the budget are intended to help provide an adequate water supply for 
our people in the years to come and to aid in checking destructive 
forces of water, as well as to achieve the benefits for navigation, fish 
and wildlife conservation, and recreation resulting from the proper 
development of these resources.

A large share of the net expenditures of 690 million dollars for land 
and water resources in 1957 will be for continuation or completion of 
construction on water resources projects of the Corps of Engineers 
and Bureau of Reclamation, and for maintenance and operation of 
existing facilities.

These agencies will continue construction in 1957 on 187 projects 
and units for flood control, beach erosion control, irrigation, and 
multiple-purpose developments which will provide such additional 
benefits as hydroelectric power, municipal water supply, or navigation. 
Funds recommended for these projects will maintain present con
struction schedules on power projects and will continue nonpower 
projects at economic rates of construction. Under the recommenda
tions in this budget, 10 of these projects and units can be completed.

In accordance with the policy of encouraging non-Federal respon
sibility for water resources projects, with Federal cooperation where 
national interests are involved, I have supported legislation which 
would change certain presently authorized Federal projects to part
nership projects. Funds for the Federal share of the Markham Ferry 
project in Oklahoma were appropriated for the fiscal year 1956, and 
construction by non-Federal interests of this project and the Priest 
Rapids project in Washington is expected to be underway in the fiscal 
year 1957. Work on the Cougar multiple-purpose project in Oregon, 
begun as a Federal project in the fiscal year 1956, will continue in 
1957 on a basis which, under pending partnership legislation, will 
permit local interests to install power facilities and assure adaptation 
of the power features to requirements of the city of Eugene.

This budget provides for starting construction on a number of new 
projects which are already authorized and on which advance planning 
has reached the stage where the design and scope of the major struc
tures have been clearly determined, a firm estimate of cost has been 
prepared, and a current analysis of economic justification shows a 
favorable relationship between benefits and costs.

A supplemental appropriation is recommended for 1956 to enable 
the Corps of Engineers to accelerate its flood-control work in the 
Northeastern States and to reimburse the Corps for expenditures 
made for relief work following the floods in August and October 1955. 
The supplemental appropriation will allow 5 flood-control reservoirs
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to be started in the fiscal year 1956. Additional flood-control projects 
for this area are included in the budget for 1957.

T h e  C o r p s  o f  E n g i n e e r s  i s  a l s o  a c t i v e l y  e n g a g e d  i n  e m e r g e n c y  

r e p a i r  w o r k ,  i n  c o o p e r a t i o n  w i t h  t h e  F e d e r a l  C i v i l  D e f e n s e  A d m i n i s 

t r a t i o n ,  i n  t h e  f a r  w e s t e r n  f l o o d  a r e a s ,  a n d  w i l l  b e  a p p r a i s i n g  w i t h o u t  

d e l a y  t h e  n e e d  f o r  a d d i t i o n a l  f l o o d - p r o t e c t i o n  m e a s u r e s .

For the fiscal year 1957, I recommend that the Corps of Engineers 
start work on 18 local flood-protection projects, 11 flood-control 
reservoirs, 2 beach erosion projects, and a new power plant at the Fort 
Peck Dam in Montana, all of which are authorized. I also recom
mend that the Bureau of Reclamation start work on 4 authorized 
projects or major features to provide irrigation benefits and to utilize 
available power at existing dams. The total cost of these authorized 
projects recommended for starting in the fiscal year 1957 is estimated 
at 189 million dollars, with first year expenditures of 10 million 
dollars.

Some steps have been taken by the Congress to enact legislation 
authorizing the Bureau of Reclamation to construct the Upper Colo
rado River Basin and the Fryingpan-Arkansas developments. These 
comprehensive developments are needed for irrigation, power, flood 
control, and industrial and municipal water supply and are beyond 
the capacity of local initiative, public or private. I again urge their 
authorization and have made provision in this budget under proposed 
legislation for their initiation. I also recommend authorization and 
funds for the Bureau of Reclamation to initiate 3 other projects for 
further development of water resources in the West. The estimated 
total cost of the 5 proposed projects is 1.1 billion dollars, with 1957 
expenditures estimated at 9 million dollars.

This budget includes 20 million dollars under proposed legislation 
to enable the Corps of Engineers and the Bureau of Reclamation to 
participate, in 1957, in new partnership water developments, such as 
the Green Peter-White Bridge Reservoir in Oregon, the Bruces Eddy 
Reservoir in Idaho, and the John Day Reservoir in Washington and 
Oregon. The proposed legislation would also authorize the Bureau 
of Reclamation to assist local organizations by means of loans and 
grants for small reclamation projects.

Budget recommendations provide for progress in the collection 
of basic data on hydrology, topography, and other physical factors 
needed in the planning and design of water development projects. 
Investigations of proposed projects and advance planning of author
ized projects will go forward at rates which will provide for the orderly 
development of needed water resources.

I  a l s o  h o p e  t h a t  t h e  C o n g r e s s  w i l l  c o m p l e t e  a c t i o n  t o  a u t h o r i z e  a  

n e w  s u r v e y  t o  d e t e r m i n e  w h e t h e r  h y d r o e l e c t r i c  p o w e r  c a n  b e  e c o n o m i 

c a l l y  d e v e l o p e d  f r o m  t h e  t i d e s  a t  P a s s a m a q u o d d y  B a y  i n  M a i n e ,  a n d
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have included 1 million dollars under proposed legislation to begin 
this survey in the fiscal year 1957.

T h e  B o n n e v i l l e  P o w e r  A d m i n i s t r a t i o n  w i l l  c o n t i n u e  c o n s t r u c t i o n  o f  

t r a n s m i s s i o n  l i n e s  b a s e d  o n  p o w e r  g e n e r a t i o n  s c h e d u l e s  f o r  F e d e r a l  

d a m s  u n d e r  c o n s t r u c t i o n  i n  t h e  P a c i f i c  N o r t h w e s t .  E x p e n d i t u r e s  o f  

t h e  S o u t h e a s t e r n  a n d  S o u t h w e s t e r n  P o w e r  A d m i n i s t r a t i o n s  w i l l  b e  f o r  

o p e r a t i o n  a n d  m a i n t e n a n c e  o f  t r a n s m i s s i o n  s y s t e m s  a n d  f o r  m a r k e t i n g  

p o w e r .

The Tennessee Valley Authority will continue work in the fiscal 
year 1957 on steam-electric generation units started in 1955 and prior 
years, under previous appropriations.

Since nearly all major hydroelectric sites in the Tennessee Valley 
have now been developed, an additional steam-electric unit at the 
John Sevier plant and two additional units at the Johnsonville plant 
will be needed to meet currently anticipated power loads through the 
calendar year 1958. There is pending before the Congress legislation 
which the administration has proposed for financing steam-power 
facilities of the TVA through the sale of revenue bonds. So that the 
work may begin promptly, a starting supplemental appropriation for 
1956 is recommended for the Sevier unit. Items are included in the 
budget to finance the continuation of this work and initiate construc
tion of the Johnsonville units in 1957 with the proceeds of the revenue 
bonds.

When these new units are completed, the Tennessee Valley Author
ity will have a capacity of 6.7 million kilowatts in its steam-electric 
plants and 2.7 million kilowatts in its hydroelectric plants.

Construction will also begin in the fiscal year 1957 on a new naviga
tion lock at Wilson Dam. The present locks are structurally weak 
and inadequate to handle growing traffic demands. The construc
tion will be financed from appropriated funds. The TVA will also 
continue work in the development of the resources of the region in 
cooperation with State and local agencies.

Under these recommendations, gross expenditures of the Tennessee 
Valley Authority in the fiscal year 1957 are estimated to decline by 
57 million dollars from the 1956 level, as construction nears completion 
on power facilities underway. Receipts from operation are expected 
to increase by 9 million dollars. As a result of these trends, it is 
estimated that the Authority will have net receipts of 27 million 
dollars in 1957 as compared with net expenditures of 39 million 
dollars in 1956. It is expected that in 1957 the TVA will return to 
the Treasury 75 million dollars from power revenues as repayment of
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p r i n c i p a l  o n l y  o n  T r e a s u r y  a d v a n c e s  m a d e  i n  e a r l i e r  y e a r s  f o r  c o n 

s t r u c t i o n  o f  p o w e r  f a c i l i t i e s .

N a t i o n a l  j o r e s t s  a n d  o t h e r  p u b l i c  l a n d s .— F u n d s  a r e  p r o v i d e d  i n  t h i s  

b u d g e t  t o  e x p a n d  f o r e s t r y  r e s e a r c h  a n d  s o i l  c o n s e r v a t i o n  w o r k  o n  t h e  

l a n d s  i n  t h e  n a t i o n a l  f o r e s t s ,  p u b l i c  d o m a i n ,  n a t i o n a l  p a r k s  a n d  

w i l d l i f e  r e f u g e s ,  a n d  o n  I n d i a n  l a n d s  w h i c h  a r e  h e l d  i n  t r u s t  b y  t h e  

G o v e r n m e n t .  I n c r e a s e s  a r e  a l s o  p r o v i d e d  f o r  t i m b e r  s a l e s  a n d  

m i n e r a l  l e a s i n g  a c t i v i t i e s  o n  F e d e r a l  a n d  I n d i a n  l a n d s .  T h e s e  r e c o m 

m e n d a t i o n s  w i l l  r e s u l t  i n  i n c r e a s e d  r e c e i p t s  f r o m  m a n a g e m e n t  o f  

p u b l i c  l a n d s .

The recommendations for the National Park Service will provide 
additional facilities and services to meet more adequately the require
ments of the constantly increasing number of visitors, which will ap
proximate 54 million in 1957. These recommendations move toward 
realization of a comprehensive development plan to make possible the 
accommodation of the estimated 80 million persons who will use areas 
of the national park system by 1966.

I n c r e a s e s  a r e  r e c o m m e n d e d  f o r  m o r e  a d e q u a t e  o p e r a t i o n  a n d  m a i n 

t e n a n c e  o f  f i s h  h a t c h e r i e s  a n d  w i l d l i f e  r e f u g e s ,  a n d  f o r  m a i n t e n a n c e  

a n d  r e p a i r  o f  p h y s i c a l  f a c i l i t i e s  o f  t h e  B u r e a u  o f  I n d i a n  A f f a i r s .

M i n e r a l  r e s o u r c e s .— T h i s  b u d g e t  g i v e s  r e c o g n i t i o n  t o  t h e  r e c o m 

m e n d a t i o n s  o f  t h e  C a b i n e t  C o m m i t t e e  o n  M i n e r a l s  P o l i c y .  T h e  

B u r e a u  o f  M i n e s  a n d  t h e  G e o l o g i c a l  S u r v e y  w i l l  e x p a n d  i n v e s t i g a t i o n s  

a n d  r e s e a r c h  d i r e c t e d  t o w a r d  d i s c o v e r y  o f  a d d i t i o n a l  s o u r c e s  o f  e s s e n 

t i a l  m i n e r a l s ,  i m p r o v e m e n t  o f  m i n i n g  t e c h n i q u e s ,  a n d  b e t t e r  u t i l i z a 

t i o n  o f  m i n e r a l  s u p p l i e s .  F u n d s  a r e  p r o v i d e d  f o r  t h e  O f f i c e  o f  M i n 

e r a l s  M o b i l i z a t i o n  t o  c o n t i n u e  t o  d e v e l o p  a n d  e v a l u a t e  s u p p l y  d a t a  

f o r  m e t a l s  a n d  m i n e r a l s  s o  t h a t  a d e q u a t e  s u p p l i e s  a n d  p r o d u c t i o n  

f a c i l i t i e s  w i l l  b e  a s s u r e d  f o r  o u r  n a t i o n a l  s e c u r i t y  a n d  e c o n o m i c  g r o w t h .

c o m m e r c e  a n d  h o u s i n g

T h e  m a j o r  r o l e  o f  c o m m e r c e  a n d  h o u s i n g  p r o g r a m s  i s  t o  e n c o u r a g e  

e c o n o m i c  g r o w t h  a n d  t h e  d e v e l o p m e n t  o f  p r i v a t e  e n t e r p r i s e  a n d  l o c a l  
c o m m u n i t i e s .

T o w a r d  t h i s  g o a l ,  I  a m  p r o p o s i n g  b o t h  l e g i s l a t i v e  a c t i o n  a n d  i n 

c r e a s e d  a p p r o p r i a t i o n s  t o  i m p r o v e  a n d  e x p a n d  o u r  b a s i c  t r a n s p o r t a 

t i o n  f a c i l i t i e s ,  e s p e c i a l l y  t h e  I n t e r s t a t e  H i g h w a y  S y s t e m ,  t h e  F e d e r a l  

a i r w a y  s y s t e m ,  t h e  f e d e r a l l y  o p e r a t e d  w a t e r w a y s  a n d  n a v i g a t i o n  a i d s ,  

a n d  t h e  m e r c h a n t  f l e e t .
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COMMERCE AND HOUSING

[Fiscal years. In millions]

Gross budget expendi
tures

Net budget expendi
tures

Recom
mended 

new obli
Program or agency

1955
actual

1956
esti

mated

1957
esti

mated
1955

actual
1956
esti

mated

1957
esti

mated

gational 
author
ity for 

1957

Provision of highways:
Present programs___  . .  - _________ $647 $790 $844 $647 $790 $844 $35

898Proposed legislation___________  _ _ _ _.
Promotion of aviation:

Department of Commerce___ . . .  . .  _ 179 192 234 179 192 234 256
National Advisory Committee for 

Aeronautics__________  - _________ 74 71 75 74 71 75 80
Promotion of water transportation:

Department of Commerce.. . _________
Department of Defense—Civil Func

tions:
Present program _ . _ . _ _ _____

182

204

245

229

251

250

162

114

211

144

218

170

308

179
Proposed legislation. -___  . .  ____ 2 2 5

St. Lawrence Seaway_______  . . . 3 13 43 3 12 36
Treasury Department____  . . .  _______

Postal service:
Present program _ _ _ _

190 

2, 733

200 

2, 945

204

3, 030 
-350

190

356

200

483

204

467

202

470
Proposed l e g i s l a t i o n . . _ -350 —350

Community development and facilities:
Urban Renewal Administration:

Present programs_______  _____  . 65 90 111 38 65 74 202
Proposed legislation._ - . . .  . (6)

25
(b)

22
1

Other. _ _ _ _______  _____  . ______ 24 14 18 -1 4 17
Public housing programs:

Present programs ___ 322 531 597 -115 53 83 107
Proposed legislation. . 1 1 1

Other aids to housing:
Federal Housing Administration ____ 142 158 136 -4 2 -2 6 -7 1 8
Federal National Mortgage Association. 
College housing:

Present program____  _ _ _ _ . _

699 290 330 237 -114 -255

34 40 65 31 36 59
Proposed legislation. 100

Veterans Administration______________
Other_________________________________

Other aids to business:
Present programs_____________________
Area redevelopment (proposed legisla

tion) .

125
8

383

128
13

155

142
15

104

10

65
-22

-404

65
-22

-105

71
-2 5

3.8

10

85
7

69

50
Regulation of commerce and finance:

Present programs__________  . .
Proposed legislation.

39 43 44
2

38 41 41
2

42
2

Disaster insurance, loans, and relief:
Present programs - . . 16 49 15 12 43 7 10
Proposed legislation. 25 25 100

Civil defense _ ___  . _____ 70 64 93 42 59 90 123

T o t a l__ __ __ ___  ___ _______ _ 6,139 6, 259 6, 299 1, 622 2,182 2, 071 i 3,006

b Less than one-half million dollars.
1 Compares with new obligational authority of 2,919 million dollars in 1955 and 3,492 million dollars in 195G.

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

1957



M E SS A G E  OF T H E  P R E S ID E N T m65

Similarly, to assure continued high levels of residential construction 
we shall encourage private financing primarily through the use of 
Government guaranties, insurance and other aids. As in the past, 
direct Government expenditures will be confined to meeting those 
housing and community needs which cannot be financed by private 
enterprise alone. Accordingly, to stimulate balanced development of 
local communities, this budget makes further proposals for removal 
and prevention of slums, for housing for minority groups and for 
older people, and for other special community needs. It also pro
vides for new measures to aid local communities with persistent 
unemployment in discovering a sound basis for redevelopment, and 
to help victims of future flood disasters rehabilitate themselves.

Gross expenditures for commerce and housing, including proposed 
legislation, are estimated at 6.3 billion dollars in the fiscal year 1957. 
Applicable receipts, chiefly for the Post Office and for various housing 
programs, are estimated at 4.2 billion dollars. Net budget expendi
tures of 2.1 billion dollars will be less than in 1956 because of the 
increases in postal rates which I am again proposing.

Highways.—Obviously, a greatly improved highway system is vital 
for both economic development and national defense, as well as to 
reduce traffic deaths and injuries. The Federal Government has a 
special interest in completing as early as possible the 40,000 miles 
of the Interstate Highway System, which connects major centers of 
population and industry. Last February in a special message to the 
Congress I endorsed the recommendation of an advisory committee 
that the Federal Government assume the principal responsibility for 
financing completion of this key highway network. This program is 
even more urgently needed today.

I consider it essential that construction of the interstate system be 
fully authorized now as a single integrated program in order that it 
may be accomplished over a period of approximately 10 years with 
the greatest economy. I am confident that the expanded program can 
be soundly financed so as not to create budget deficits.

Pending final determination of the amounts involved for the Inter
state Highway System, therefore, the dollar estimates included in this 
budget under proposed legislation cover only the continuance of the 
present annual level of 875 million dollars in authorizations for Federal- 
aid highways including 175 million dollars exclusively for the interstate 
system. The budget also includes 22.5 million dollars for forest 
highways, continuing the present level.

Expenditures for highways by the Department of Commerce and 
the Department of the Interior under previous authorizations will 
continue to rise to an estimated 844 million dollars in 1957. These

360000— 56-------v
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include additional grants under a supplemental authorization of 10 
million dollars which I am proposing for the fiscal year 1956 in order 
to rebuild Federal-aid highways damaged in last year’s widespread 
floods.

Promotion oj aviation.— During the past 5 years, the rapidly ex
panding use of the Federal airway system and the increasing speeds 
of both conventionally powered planes and military jet aircraft have 
produced serious traffic congestion. To maintain our high standards 
of safety, aircraft have had to be delayed or flights canceled, with a 
resulting heavy cost in time and money to both the operators and 
users of the planes.

As a step in meeting the immediate problem, I am recommending 
new authority to incur obligations of 40 million dollars in 1957. This 
will enable the Department of Commerce to expand further the 
capacity of the present airway system by installing greatly improved 
air navigation and traffic control facilities.

To keep pace with further advances in aviation, I shall shortly 
initiate a comprehensive study of the Nation’s long-range needs for 
aviation facilities. This study will take into account both civil and 
military needs in order to avoid costly duplication of equipment and 
systems. I shall expect it to point the way to the development, instal
lation and operation of the most efficient and economical air naviga
tion system within the capabilities of our technology.

In addition to the expenditures to expand the capacity of the air
way system, expenditures for operating the present airway system 
must rise substantially to handle the expanding traffic, to operate new 
facilities provided under earlier appropriations, and to take over 
from the Department of Defense the costs of operating certain radar 
installations serving common military-civilian needs. Federal grants 
to help local communities build airports are also increasing as a 
result of the legislation enacted last year. In total, expenditures of 
the Civil Aeronautics Administration will rise by an estimated 50 mil
lion dollars to 200 million dollars in the fiscal year 1957.

Subsidy payments by the Civil Aeronautics Board to commercial 
airlines will again be reduced in the fiscal year 1957 as a result of rising 
profits of the carriers and continued vigilance of the Board in keeping 
subsidy rates at the lowest possible level. These subsidies amounted 
to 58 million dollars in the fiscal year 1955 and are estimated at 34 
million dollars in 1957.

T h e  r e s e a r c h  a c h i e v e m e n t s  o f  t h e  N a t i o n a l  A d v i s o r y  C o m m i t t e e  f o r  

A e r o n a u t i c s  a r e  m a k i n g  p o s s i b l e  s i g n i f i c a n t  a d v a n c e s  i n  t h e  c a p a b i l i 

t i e s  o f  o u r  m i l i t a r y  a i r c r a f t  a n d  g u i d e d  m i s s i l e s .  H o w e v e r ,  i n c r e a s e d  

e f f o r t  i s  n e e d e d  f o r  t i m e l y  s o l u t i o n  o f  t h e  p r o b l e m s  o f  f l i g h t  a t  f a s t e r
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speeds, higher altitudes, and longer ranges. Accordingly, I am again 
recommending an increase in the appropriations for this important 
work.

Promotion oj water transportation.— The Department of Commerce 
and the shipping industry have begun systematic replacement of the 
merchant fleet built during World War II. Negotiations are now 
underway with the operators to advance their ship construction plans 
and to determine replacement schedules for the next 15 to 20 years. 
Three long-term contracts have already been signed. The program 
is designed to (1) assure a modern merchant fleet adequate for com
mercial and defense needs, (2) maintain the shipyard employment 
and facilities which are essential to our mobilization base, and (3) 
minimize construction costs by avoiding peak demands. As next 
year’s installment, I am recommending the funds necessary for con
struction subsidies and defense allowances for 22 new ships, as well 
as trade-in allowances for the ships replaced. In addition, this budget 
proposes appropriations for the design and construction of two new 
types of cargo ships— types which could be produced cheaply and in 
quantity in event of mobilization.

I am renewing for the fiscal year 1956 my earlier recommendation 
for a supplemental appropriation of 13 million dollars for the Com
merce Department’s share of a nuclear-powered peace ship, to be built 
jointly with the Atomic Energy Commission. Work on this ship 
should go forward as rapidly as possible. Moreover, funds are in
cluded in the budget for a nuclear-powered merchant ship, to be built 
over a longer period, incorporating experience gained from the peace 
ship and from later research and development.

To finance construction of both conventional and nuclear-powered 
ships, I am recommending new authority to incur obligations for the 
Department of Commerce of 165 million dollars in the fiscal year 1957. 
Because of the long lead-time required for ship construction, only a 
small part of this new authority will be spent in 1957; the anticipated 
expenditures of 75 million dollars are mainly from appropriations 
made for ship construction in earlier years. Operating subsidy 
payments of 124 million dollars in 1957 are estimated to cover the 
differences in selected costs between operating American-flag and 
foreign ships.

Expenditures for navigation aids and facilities are rising as projects 
recently initiated reach active construction phases. In addition to 
providing for continuation of work by the Corps of Engineers on 61 
projects started in prior years, this budget includes funds for starting 
41 new authorized navigation projects including 28 small projects 
costing less than 150,000 dollars each.
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Funds were added by the Congress to the 1956 budget to begin 
construction of Eufaula Reservoir and Dardanelle lock and dam. 
This would, in effect, commit the Federal Government to a cost of 
over 1 billion dollars for the development of the Arkansas River for 
navigation, since the major benefits from these two structures would 
not be realized until the entire navigation development is completed. 
I regard the development of the Arkansas River for navigation as not 
being of sufficiently high priority at this time to justify this large 
financial commitment. Therefore, I am not requesting funds for 
continuation of work on these two structures.

Postal service.— The Post Office Department is progressing steadily 
toward its goal of a better postal service at lower costs. Decen
tralization of management into 15 regions, first recommended in 1908, 
has finally been accomplished, permitting decisions by experienced 
field personnel able to understand the needs of their customers. 
Changes in laws and personnel policies have encouraged better use 
of staff and brought new incentives for employee efficiency. Overhaul 
of the Department’s fiscal operations has eliminated nearly 5,000 
needless positions, speeded up information required for good manage
ment, and reduced backlogs of all types, including a 2-year backlog 
in overdue railroad and airline claims. We have begun to acquire, 
through long-term leases and the recently enacted lease-purchase 
authority, modern postal buildings and other facilities long needed 
to speed up and reduce the cost of handling the ever-increasing 
volume of mail.

Despite these achievements, the Post Office Department cannot be 
self-sustaining if it pays salaries, transportation rates, and other 
costs based upon 1956 conditions, but must continue to charge rates 
which were largely determined before Pearl Harbor. The postal 
deficit of 467 million dollars estimated for the fiscal year 1957 repre
sents a subsidy averaging more than 15 cents per dollar of postal 
service. Legislation is again being proposed that would initially in
crease postal revenues by 350 million dollars a year. Legislation is also 
being proposed to pay the Department for services to certain groups 
which it is now required to perform either free or at greatly reduced 
rates.

I urge prompt congressional action on this legislation, which will 
drastically reduce the 1957 postal deficit and will make it possible for 
the postal service to become self-supporting in subsequent years.

Community development and jacilities.— The great population growth 
in the past 15 years and the accompanying shifts—from farms to 
cities, from rural communities to metropolitan areas, and from central
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cities to suburbs— have accelerated the decay of large sections of our 
m ajor cities, and caused many metropolitan areas and small towns to 
outgrow their basic facilities.

W ith the help of Federal grants and loans for slum clearance and 
urban renewal, m ajor progress in removing urban blight is in sight for 
the first time. B y  the end of the fiscal year 1957, an estimated 233 
communities will have workable plans providing for a wide range of 
local actions needed to prevent or eliminate slums. Such plans are 
now required as a condition of Federal assistance for urban renewal. 
In these and other cities 49 specific projects will have been completed 
b y  the end of 1957; 237 other redevelopment projects will be actively 
underway; and 112 projects will be in the planning stage. Net 
expenditures, chiefly for grants and loans, will increase to 74 million 
dollars; these include the additional grants for com m unity planning 
by metropolitan areas and smaller cities under legislation that will be 
proposed to increase the present limited program.

Substantial increases are also expected in the fiscal year 1957 in loans 
to small communities for building public facilities and in advances to 
local governments for planning public works. Additional appropria
tions for planning advances are recommended for 1957.

As part of the new program to assist in the industrial redevelop
ment of chronic labor surplus areas, I am proposing revisions in the 
present urban renewal and other com m unity facilities legislation. 
The main emphasis in these programs, however, should continue to 
be im provem ent of the homes and living environment of our families.

Public housing.■— Continued Federal assistance for low-rent public 
housing will be necessary in 1957 to meet the most critical needs of 
low-income families. An increasing number of such families will be 
displaced b y  the clearance o f slums and by  the enforcement of housing 
codes under the growing urban renewal program. I am, consequently, 
recommending that the Public Housing Administration be authorized 
to enter into annual contributions contracts with local hQUsing 
authorities for an additional 35,000 dwelling units a year for 2 years. 
In  addition, I urge that the Congress restore the provisions of the 
Housing A ct of 1954, repealed in 1955, which limited new public 
housing to communities with workable programs for the prevention 
and elimination o f slums, or with slum clearance projects underway.

As the number of older people in our population has increased, 
action to meet their special housing needs has becom e highly im por
tant. Several administrative steps have already been taken in the 
public housing program. In addition, legal restrictions on admission 
to public housing projects should be amended to provide a limited 
preference to elderly low-income families, as well as to permit admis
sion of elderly single persons.
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Gross expenditures for public housing programs, chiefly for con 
struction loans and paym ent of annual contributions to local housing 
authorities, are estimated at 598 million dollars in 1957. Receipts, 
m ostly from  private refinancing of Federal loans, are estimated at 515 
million dollars, leaving net expenditures o f 83 million dollars.

Other aids to housing.— Applications for insurance of mortgages and 
home improvem ent loans b y  the Federal Housing Administration 
under its regular programs are expected to continue in the fiscal years
1956 and 1957 close to the 1955 levels. In addition, applications for 
the special urban renewal mortgage insurance authorized b y  the 
Housing A ct of 1954 are expected to rise from  less than 2,000 units 
in 1955 to 75,000 units in 1957.

T o  make this full program possible, legislation will be required to 
increase the present mortgage insurance authority. The authority 
to insure home improvement loans, now scheduled to expire on 
September 30, 1956, should be made permanent and broadened to 
assure effective Federal assistance in the national campaign to reha
bilitate and modernize existing housing. Amendments are also needed 
to encourage construction of private units for rental or sale to elderly 
persons.

The Departm ent of Defense expects to arrange for financing and 
construction of 100,000 military housing units during 1956 and 1957 
under new mortgage insurance authorized by  the Housing Am end
ments of 1955. This insurance authority should be extended beyond 
the present expiration date of September 30, 1956.

The Federal National M ortgage Association will make com mitm ents 
for immediate or deferred purchases of 423 million dollars in mortgages 
insured under the urban renewal, armed services, cooperative, and 
other especially urgent housing programs which I have specifically 
designated. Sales of mortgages together with repayments and other 
receipts, however, are expected to be 255 million dollars greater than 
expenditures.

In addition, purchases of mortgages b y  the Association under its 
secondary market program are expected to increase in 1957 to 290 
million dollars. E xcept for temporary Treasury loans, the funds 
required will be obtained from  sale of debentures and stock to private 
investors, and the purchases are shown as trust expenditures, rather 
than budget expenditures. B y  the end of the fiscal year 1957, private 
purchases of stock will have made an excellent start toward the goal 
of replacing a Government activity with a private com pany.

One of the most successful measures authorized b y  the Housing 
A ct o f 1954 is the Voluntary Hom e M ortgage Credit Program. 
Under this program, applications to the Veterans Adm inistration for 
direct loans and to the Federal National M ortgage Association for
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mortgage purchases are referred to private lenders. This program 
has already made conspicuous achievements in encouraging private 
financing o f housing for members o f m inority groups and other 
borrowers in credit-short areas. M oreover, the rapidly increasing 
volume o f veterans housing mortgages placed privately has made it 
unnecessary to use a large part of the additional authority provided 
for direct housing loans. N et expenditures for the veterans loan 
program, consequently, are expected to show only a minor increase 
to 71 million dollars in the fiscal year 1957.

College housing.— The Housing Amendments of 1955, which broad
ened and increased the authority for college housing loans, also re
duced the maximum interest rate to 2% percent and required use of 
private financing only if it were available at the same low interest 
rate. As a result, the Government is required to make long-term 
loans at a lower interest rate than the rate at which it can borrow 
for comparable maturities.

These amendments have eliminated all possibility o f private 
financing, which cannot com pete with these interest rates, save for 
the earliest maturities of tax-exempt issues. M any larger institutions, 
which previously obtained private funds at reasonable rates, have now 
filed applications for Government loans. N et reservations of funds 
are estimated to increase from  21 million dollars in 1955 to 211 million, 
dollars in 1956 and 120 million dollars in 1957, exhausting the avail
able lending authority. M ost of the impact on expenditures will not 
be felt until 1958.

The Federal Government should help colleges and universities 
meet the urgent housing problems which rapid growth in enrollment 
will produce over the next decade. The program, as revised in 1955, 
however, does not serve the best interests of either the colleges or the 
taxpayers. For the sake o f a modest saving in interest costs, it would 
destroy the promising private market for these obligations. This pri
vate market will be sorely needed, for the Government cannot be 
expected to supply the full or even the greater part of the estimated 2 
to 4 billion dollars needed for dormitories over the next decade. The 
administration is accordingly recommending legislation which will 
increase the total authorization by  100 million dollars for 1957, but 
allow interest rates adequate to cover costs to the Government. I 
hope that this will encourage private lenders to reenter this expanding 
market.

Other aids to business— present programs.— In addition to other appro
priations required to finance the broad range of existing aids to busi
ness, I am recommending increased appropriations for the Patent
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Office in the Departm ent of Commerce to begin a systematic 8-year 
program that would reduce the backlog of patent applications to a 
more reasonable level. I believe that the Congress should also enact 
legislation increasing patent fees so that the Patent Office can be more 
nearly self-supporting.

Through the Small Business Administration, we shall continue to 
help small business concerns obtain access to adequate financing, 
to a fair share of Government procurement, and to com petent counsel 
on management, production, and marketing problems.

I also recommend improvements in construction statistics so that 
more accurate data can be supplied to business, labor, and govern
ment on m ajor changes in this vital industry.

Area redevelopment.— All of us are greatly concerned because certain 
chronic labor surplus areas are not sharing in our general prosperity. 
The primary responsibility for promoting the econom ic redevelopment 
o f these areas rests with the local com m unity and the States. H ow - 
ever, I  believe that the Federal Government should give much broader 
assistance than is possible under present law. Accordingly, the 
administration is recommending new legislation authorizing Federal 
loans and grants, in cooperation with the States, to assist communities 
suffering from  substantial and persistent unemployment. Under this 
program the Secretary of Commerce would take the lead for the 
Federal Government, utilizing also the facilities of the Departm ent of 
Labor, the Housing and H om e Finance Agency, and other 
interested agencies.

Regulation of commerce and finance.— As our econom y grows and 
becom es more complex, the responsibilities of Federal agencies regu
lating business also increase. While the amount of m oney required 
to finance these agencies is relatively small, their influence on econom ic 
growth is very significant. In this budget I  am recommending in
creased appropriations to strengthen every m ajor regulatory program, 
including specific increases to (1) triple the staff o f the Federal Trade 
Commission charged with enforcing controls over corporate mergers; 
(2) assure effective review b y  the Departm ent of Justice of possible 
antitrust aspects of the newly authorized interstate com pacts for the 
conservation of oil and gas; (3) provide for more adequate review b y  
the Securities and Exchange Commission of the vast new capital

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

1957



M E S S A G E  O F  T H E  P R E S I D E N T m 73

offerings and the increased trading in securities; and (4) im prove 
enforcement b y  the Interstate Commerce Commission of m otor carrier 
regulations and assure better compliance with safety regulations.

T o  continue the export controls necessary for our national security, 
the existing legislation should be extended.

Disaster insurance, loans, and relief.— The flood disasters during the 
past year in the Northeastern States, the Far West, and other areas 
have shown the urgent need for increased assistance to the victims 
of floods. Since private insurance is not generally available, legisla
tion should be enacted authorizing, on an experimental basis, an 
indemnity and reinsurance program, under which the financial burden 
resulting from  flood damage would be carried jointly by  the indi
viduals protected, the States, and the Federal Government. The 
budget includes an estimate of 100 million dollars of new authority 
to incur obligations to initiate such a program.

I am requesting a supplemental appropriation o f 25 million dollars 
in the current fiscal year to replenish the disaster relief fund which 
was depleted as a result o f the recent flood disasters. It will also be 
necessary to amend the Small Business A ct to increase the authority 
for disaster loans.

Civil defense.— Expenditures for civil defense are grouped with those 
for peacetime disasters for budget classification purposes, but the 
program is discussed in connection with continental defense in the 
m ajor national security section of this message.

GENERAL GOVERNMENT

General government programs include many of the traditional 
domestic, civil activities of government, as well as certain government- 
wide activities, such as personnel and property management, which 
cannot readily be allocated to any single category. Our primary 
objective is to perform these central activities efficiently and thus 
reduce the cost of all the services provided to our citizens for their 
tax dollars.

Net expenditures for general government programs are expected to 
increase b y  146 million dollars to 1.8 billion dollars, largely because 
of (1) increased outlays to replace or improve inadequate Govern
ment buildings and (2) a larger paym ent to the retirement fund for 
civilian employees,
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GENERAL GOVERNMENT

(Fiscal years. In millions]

Net budget expenditures 1 Recom
mended new

Program or agency
1955

actual
1956 esti

mated
1957 esti

mated

obligational 
authority 
for 1957

Legislative functions $60 $87
39

$111
42

$73
41Judicial functions . .  _ 31

Executive direction_________ ______________  _ . 12 13 13 13
Federal financial management:

Tax collection_____  --  _________  _ _ __ _ _____ 271 306 307 308
Customs collection, debt management, and other______ 160 176 172 172

General property and records management:
General Services Administration ______ - _ _ _____ 164 170 209 218
Central Intelligence Agency b u i l d i n g .__ _ _ _ _ _ _ _ _ 1 15 49

Central personnel management and employment costs:
Civil Service Commission:

Payment to retirement fu n d s___  _ ___ ___ __ 32 235 297 297
O th er_____________________ ______ __ __ _ _ _______ 15 17 18 18

Labor Department:
Unemployment compensation for Federal em

ployees___  __ _________ __ ______ __ ____ ______ 19 32 33 33
Accident compensation for Federal employees_____

Civilian weather services______  ____________________ _
49
25

50
36

50
36

50
38

Protective services and alien control:
Federal Bureau of Investigation_______________  ________
Immigration and Naturalization Service______ ___

79
42

99
49

95
48

96
49

Other ____________ ______ _________ _______________________ 37 42 42 42
Territories and possessions, and District of Columbia:

Present programs________________________________________
Proposed legislation___ __ __ _ __ __ _ __ _ ________

67 76 78
4

79
7

Other general government:
Claims and relief acts . __________ _ __ ____________ 142 168 185 35
Other ___________________ ____________________________ __ - 3 15 2 4

Total _ ________________ _________ _____ ___________ 1, 201 1,611 1,757 2 1,621

1 After deducting applicable receipts of 3 million dollars each year, mainly for Virgin Islands Corporation.
* Compares with new obligational authority of 1,138 million dollars in 1955 and 1,525 million dollars in 

1956.

Legislative junctions.— During the fiscal year 1957 construction of 
the new Senate Office Building will be almost com pleted and a sub
stantial start will be made on both the new House Office Building and 
the extension of the Capitol authorized by  the Congress at its last 
session. These new facilities account for the increase in estimated 
expenditures for legislative activities from  87 million dollars in 1956 
to 111 million dollars in 1957.

Federal financial management.— The reorganization o f the Internal 
Revenue Service and the adoption- of improved methods and pro
cedures have led to a m ore equitable and effective enforcem ent o f the 
revenue laws, The audit of tax returns has been im proved and more
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delinquent taxes have been collected. It  is expected that in the fiscal 
year 1957 the efficiency of tax collection will be im proved even further, 
without a significant increase in expenditures for this purpose.

I urge that the Congress enact pending legislation to reduce the 
frequency of information returns submitted b y  employers withholding 
income and social security taxes. This legislation will sim plify tax 
procedures for both the Government and the employers, and will also 
provide a basis for stronger enforcement of the tax laws.

General property and records management.— In the fiscal year 1957, 
m ajor increases are planned in expenditures for construction and im
provem ent of Government buildings to increase the efficiency of 
Government operations. T o  this end I  am recommending appropria
tions to enlarge and remodel certain buildings and to begin the long- 
needed air conditioning of buildings in areas where temperature and 
humidity conditions are m ost adverse to econom ic operation. Addi
tional appropriations are also recommended for the new building 
previously authorized for the Central Intelligence Agency, and, as 
noted in other sections o f this message, for extension of the Departm ent 
of State building and for new buildings for the National Bureau of 
Standards.

W hile these recommendations involve substantial appropriations of 
Federal funds, most o f the Federal building im provement program will 
be financed with private funds under the lease-purchase authority of 
the General Services Administration and the Post Office Department. 
Already 53 projects involving private financing of construction costing 
105 million dollars have been approved, and additional projects involv
ing about 250 million dollars are under consideration. Additional 
appropriations of 5 million dollars are requested to purchase sites and 
prepare plans for future projects.

This program as a whole will make a substantial start toward 
nationwide improvement in working conditions of Federal employees. 
In the W ashington area alone, buildings already approved or under 
consideration for approval will permit relocation of about one-third of 
the 60,000 employees now working in temporary and other substandard 
buildings.

Central personnel management and employment costs.— The Govern
m ent’s payments to the retirement funds for civilian employees are 
estimated at 297 million dollars in 1957, of which 295 million dollars 
will be for the civil service retirement trust fund and 2 million dollars 
for special annuitants. The proposed contribution to the retirement
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fund will be equivalent to the Governm ent’s share of benefit paym ents 
to be made from  the fund during the fiscal year 1957. This contribu
tion constitutes 35 percent of the sum estimated to be required to fund 
(1) the Governm ent’s part of the normal cost for current service of 
Federal employees, and (2) annual interest on the existing accrued 
liability o f the Government to the fund.

Unem ploym ent compensation payments to individuals who becom e 
eligible through Federal employment are estimated at 33 million 
dollars, about the same amount as in the fiscal year 1956. As the 
current 1956 appropriation provides only 20 million dollars, a supple
mental appropriation will be requested.

Accident compensation payments to Federal employees and the 
related administrative expenses of the Departm ent of Labor are 
estimated to continue at 50 million dollars in both 1956 and 1957. T o  
encourage precautionary safety measures, the administration will 
propose legislation which will provide, in conform ity with the best 
business practices, that employing agencies shall bear the cost of 
benefits paid for their employees.

Civilian weather services.— I am recommending for the fiscal year
1957 additional appropriations for the W eather Bureau to strengthen 
further its hurricane and tornado research program and to provide 
more storm detection radar. The budget also provides for additional 
equipment to measure visibility on airport runways and for needed 
improvements in housing at remote weather stations.

Protective services and alien control.•— Increased appropriations are 
recommended to strengthen the border patrol operations o f the 
Im m igration and Naturalization Service, primarily on our southern 
border. The Federal Bureau of Investigation will continue at its 
present employment level.

I  shall recommend a supplemental appropriation for the Com m is
sion on Government Security which has recently been established to 
study the entire Government security program.

Territories and possessions and District of Columbia.— I am recom 
mending legislation to authorize an increase of 2 million dollars in 
the Federal paym ent to the District of Columbia. This represents 
a reasonable Federal share o f the increased cost o f operating the 
governm ent o f our Capital City.

Legislation will also be proposed to carry out a treaty and agree
ment recently negotiated with the Republic of Panama. Follow ing
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its enactment, the Canal Zone Government will make expenditures 
to replace schools and other civic improvements being transferred 
to Panama under the legislation.

Other general government.— Again I  recommend legislation b y  which 
wider appreciation of the arts and encouragement of creative artistic 
endeavors m ay be prom oted and national recognition for distinguished 
civilian contributions to the advancement of the arts and the welfare 
of mankind m ay be given.

INTEREST

Interest paym ents now account for about 11 percent of net budget 
expenditures. They are determined b y  the size of the public debt and 
by  interest rates on that debt. They are included in budget expendi
tures as they accrue. Interest is paid from permanent appropriations.

INTEREST

[Fiscal years. In millions]

Item

Net budget expenditures and new 
obligational authority

1955 actual 1956 esti
mated

1957 esti
mated

Interest on public debt_______________________________ ___________ _____ $6, 370 
62 
5

$6,800 
69 
6

$7,000
60
6

Interest on refunds of receipts._________________ _____ _________________
Interest on uninvested funds_______________________  _ __________ _____

Total.................................................. ...................  ................. ................... 6, 438 6,875 7,066

Interest on the 'public debt.— Interest paym ents on the public debt in 
the fiscal year 1957 are estimated at 7 billion dollars. This is an 
increase o f 200 million dollars over estimated expenditures for the 
current fiscal year and 630 million dollars above actual expenditures 
in 1955.

The high level of prosperity has created a heavy demand for credit 
b y  private enterprises. As a result the average rate payable on the 
interest-bearing public debt has risen during the last 12 months from  
2.29 percent to 2.49 percent at present, and maturing obligations are 
being refinanced at the higher rates prevailing in the m oney market.

The administration is recommending legislation so that the interest 
paid to the Federal old-age and survivors insurance trust fund will 
reflect more closely the long-term character of investments b y  that 
fund.
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CONCLUSION

This is the third budget I have transmitted to the Congress.
As a result o f the substantial redactions in Government expendi

tures made b y  the administration subsequent to assuming office, I 
noted in the first of these three budgets— for the fiscal year 1955—  
that a budget surplus was actually in sight. However, so that part 
o f our savings through economies during that transitional period 
could be passed along to the taxpayers of the Nation as a whole, with 
beneficial effects for the growth of our econom y, I stated that I 
believed it best “ to adopt a course leading toward the twin goals o f 
a balanced budget and tax reductions.”

Tax reduction was thus achieved with the administration’s first 
budget, which made possible a 7.4-billion-dollar tax reduction pro
gram, enabling us to make progress of historic dimensions in reducing 
tax burdens and im proving the tax structure.

A  balanced budget is now being achieved in the administration’s 
second and third budgets, both of which we now estimate will be 
brought into balance.

This course of Government policy has helped to lay a sound basis 
for the greatest volum e of business, the highest employment, and the 
highest national income in the history o f this country. As an essen
tial element in this prosperity, private spending has more than replaced 
reductions in Federal spending. Federal expenditures have declined 
from  20.6 percent of total national production in the fiscal year 1953 
to 17.3 percent in 1955. This budget is designed to continue that 
trend.

W e have freed the econom y from  needless controls and from 
inflationary deficits, and have reduced the tax burdens which 
threatened to destroy the incentives to work and save and invest. 
State and local governments are now in an excellent position to 
obtain revenues and meet their responsibilities.

This budget carries forward the policies this administration has 
been following in the interest o f all our 167 million Americans. The 
success o f our country depends not upon centralized Governm ent 
control, but upon the efforts of all our people to do more for themselves, 
to better themselves, their families, and communities. The role o f 
Governm ent is to encourage these efforts.

Some parts of our society, however, have not shared fully in the 
present prosperity of America. This budget provides for new steps 
to help create the conditions under which all Americans m ay share 
in the abundance we as a nation are enjoying.

There has also been developed an armed strength more efficient 
and better organized than ever before, and we shall continue building 
our defenses. W e have started a worldwide, cooperative effort for 
peaceful uses o f atomic energy which is already beginning to show
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results. W e have worked with other free countries on a mutual 
basis to increase their econom ic and military strength and will con
tinue to work with them. Our future prosperity, perhaps our very 
survival, will be linked with the strength of our allies and in the 
developm ent of good will rather than fear and distrust among the 
nations.

This N ation has reached a new high of material prosperity. The 
rest of the free world has come to expect our leadership in cooperative 
efforts for peace and in defense of our com m on liberties. W e should be 
very thankful for the resources o f this country, for the efforts and 
accomplishments of our forebears. W e should also be very humble. 
America must continue to be the land of faith, of promise, and of 
unbounded opportunity. There is much yet to do. W ith G od ’s 
help, we will all go forward.

D w ig h t  D . E isen h o w er .
Jan ua r y  16, 1956.
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To the Congress oj the United States:
I am presenting with this message my recommended budget for the 

United States Government for the fiscal year 1958, which begins next 
July 1.

This is the fourth budget which I have transmitted to the Congress.
In my first budget message—that for the fiscal year 1955—I empha

sized the administration’s determination to chart a course toward 
two important fiscal goals—balanced budgets and tax reductions.

Reductions in spending evidenced in the 1955 budget made possible 
a large tax reduction and tax reform program.

The 1956 budget was balanced.
The 1957 budget will be balanced.
A balanced budget is proposed for 1958.
I believe this policy of fiscal integrity has contributed significantly 

to the soundness of our Nation’s economic growth and that it will 
continue to do so during the coming fiscal year.

B U D G E T  TO TA LS 

[Fiscal years. In billions]

1956 actual 1957 estimate1 1958 estimate1

Budget receipts $68. 1 
66. 5

$70. 6 
68. 9

$73. 6 
71. 8Budget expenditures _

Budget surplus. __ 1. 6 1. 7 1. 8

1 See footnote to table on preceding page. Includes proposed legislation.

This budget is for the first fiscal year of my second term in office. 
In making plans for the coming year, I have been guided by the 
following national objectives:

1. Peace, justice, and freedom for our own and other peoples;
2. Powerful armed forces to deter and, if need be, to defeat aggres

sion ;
3. A healthy and growing economy with prosperity widely shared;
4. Enhancement of individual opportunity and the well-being of 

all our people;
5. Wise conservation, development, and use of our great natural 

resources ;
6. Fiscal integrity;
7. A well-balanced choice of programs at home and abroad; and
8. Increasing international trade and investment essential to the 

growth of the economies of the United States and the rest of the free 
world.

We have made considerable progress toward these goals. We 
will continue this progress in the years ahead.

m5
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BUDGET POLICY

Today, almost 12 years after World War II, the United States has 
demonstrated that it is possible to sustain a high employment economy 
independent of war and continually unbalanced Federal budgets. Ad
justments to changing economic circumstances have been and are 
being made successfully. Productivity and living conditions have 
improved. With sound public and private policies, the prospect for 
continued economic growth is bright.

Attainment of that goal is possible only with prudent management 
of the Government’s fiscal affairs. Our Federal budget must contrib
ute to the Nation’s financial stability and to the preservation of the 
purchasing power of the dollar. Maintaining a sound dollar requires 
of us both self-discipline and courage. At a time like the present 
when the economy is operating at a very high rate and is subject to 
inflationary pressures, Government clearly should seek to alleviate 
rather than aggravate those pressures. Government can do its part. 
But business and labor leadership must earnestly cooperate—or what 
Government can do in a free society at a time like this will not pre
vent inflation.

For the Government to do its part in the coming year, taxes must 
be retained at the present rates so that receipts will exceed budget 
expenditures and the public debt can be further reduced. The pro
spective budget surplus in the fiscal year 1958 will reinforce the restrain
ing effect of present credit and monetary policies. The present situa
tion also requires that less pressing expenditure programs must be 
held back and some meritorious proposals postponed.

Expenditure and appropriation policy.—While taking present eco
nomic conditions into consideration, the budget must also reflect the 
general responsibilities of a Government which will be serving 172 
million people in the fiscal year 1958. In the face of continuing threats 
to world peace, our collective security must be strengthened through 
alert international policies and a strong defense. Progress toward 
greater equality of opportunity for all of our people as well as toward a 
balanced development and conservation of our national resources 
must go forward. Emphasis must continue upon promoting, through 
private enterprise, the development and productivity of our economy.

We must move forward in some areas of investment while we hold 
back in others. For example, the needs for schools, highways, and 
homes are so urgent that I am proposing to move ahead with programs 
to help our States, cities, and people undertake such construction at a 
prudent rate. However, in view of the present active competition for 
labor, materials, and equipment, I am not recommending some other 
desirable construction projects, and I have asked the head of each

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

1958



MESSAGE OF THE PRESIDENT

Federal agency to watch closely the timing of construction and to 
postpone work which can be appropriately put off until a later date.

It is also important to hold to a minimum any increase in Govern
ment personnel in the coming period. I have directed the heads of 
the Federal agencies to give renewed emphasis to their efforts in this 
regard—efforts which have resulted in a net reduction of approxi
mately 240,000 in the civilian work force during the past 4 years. 
Vacant positions are to be filled by new employment only if careful 
review by each agency has demonstrated that the positions cannot 
be abolished or filled by transfer. All proposals which might produce 
higher Federal payrolls in the future will be critically examined and 
evaluated.

Continuation of balanced budgets into the future requires that the 
total of new authority to incur obligations, as well as the budget 
expenditures for the year, should be less than the total of realisti
cally anticipated budget receipts. This policy of controlling budget 
authorizations, which has been followed since the beginning of this 
administration, has helped us move from a budget deficit of 9.4 billion 
dollars in the fiscal year 195:> to balanced budgets in 1956, 
1957, and 1958.

In this budget the total of new authority proposed for 1958 is 73.8 
billion dollars, 279 million dollars less than estimated budget receipts. 
Of the total recommended new authority, specific action by this 
session of the Congress will be necessary for 65.3 billion dollars. 
Other new authority, such as that for paying interest on the public

NEW AUTHORITY TO INCUR OBLIGATIONS 1

[Fiscal years. In billions]

1956 1957 1958

Proposed for enactment in this session: 
Recommended at this time _ _ _ _ $56. 7
Proposed for later transmission: 

Under existing legislation___ $0. 8 (2)
8. 6Under proposed legislation____ 0. 8

Tota l. 1. 6 65. 3
Enacted prior to this session:

Current authorizations __ _ _ $53. 3 60. 7
Permanent authorizations. 9. 9 8. 2 8. 0

T o ta l-_ _ _ __ __ - 63. 2 70. 5 73 .3

1 For details see table 5 in part I of this budget document.
2 Less than 50 million dollars.
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debt, will become available under previously enacted permanent 
authorizations.

The total amount of new obligational authority recommended 
for the fiscal year 1958 is 2.8 billion dollars greater than the present 
estimates for 1957. Budget expenditures are estimated to increase 
by 2.9 billion dollars to a total of 71.8 billion dollars in 1958. These 
estimates include my proposals for new legislation as well as present 
programs.

For both new obligational authority and expenditures, about seven- 
tenths of the estimated increase between 1957 and 1958 is for the 
military functions of the Department of Defense, reflecting the higher 
costs of producing, operating, and maintaining the complex new 
weapons and equipment being delivered in growing quantities to our 
defense establishment. Other major increases are for the Department 
of Health, Education, and Welfare, including my proposal for aiding 
school construction, and for the Atomic Energy Commission.

The figures contained in this budget for the fiscal years 1957 and 
1958 are not precisely comparable to the actual figures for prior years. 
Under the provisions of legislation enacted last year, the financial 
transactions for the greatly expanded Federal-aid highway program 
are included in a self-liquidating trust fund and are not in the budget 
totals.

Revenue policy.—It is my firm belief that tax rates are still too high 
and that we should look forward to further tax reductions as soon as

SO U RCE OF B U D G ET RECEIPTS

C o r p o r a t io n  

I n c o m e  T a x e s

29%

51 %•
I n d iv id u a l  

I n c o m e  T a x e s

Fiscal Year 1958 Estimate
(Net o-f Reftmcfe.)
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they can be accomplished within a sound budget policy. Reductions 
in tax rates would give relief to taxpayers and would also release funds 
for the activity and investment necessary for sustained economic 
growth through private initiative. However, the reduction of tax 
rates must give way under present circumstances to the cost of meeting 
our urgent national responsibilities.

For the present, therefore, I ask for continuation for another year 
of the existing excise tax rates on tobacco, liquor, and automobiles, 
which, under present law, would be reduced next April 1. I must 
also recommend that the present corporate tax rates be continued for 
another year. It would be neither fair nor appropriate to allow 
excise and corporate tax reductions to be made at a time when a 
general tax reduction cannot be undertaken.

In the area of taxation, I am especially interested in the problems 
of small business. Last August the Cabinet Committee on Small 
Business made a series of carefully considered recommendations in this 
field. Some relief in the tax burden affecting small business, as 
recommended by that Committee, which will give help with a minimum 
loss of revenue should have early consideration by the Congress. 
Any changes involving substantial loss of revenue should be consid
ered at a later time when a general tax reduction is possible.

The present estimates of budget receipts for 1958 are based on the 
assumption that the Nation will continue to have a high level of 
business activity with increasing national income, and that the present 
tax rates will be continued. They are the best estimates we can make 
at this time, but, since they relate to a period 6 to 18 months away, 
significant changes may take place before the fiscal year 1958 is ended.

BUDGET RECEIPTS* 

[Fiscal years. In billions)

1956 actual 1957 estimate 1958 estimate

Individual income taxes______________________ $35. 3 $38. 5 $41. 0
Corporation income taxes____________________ 21. 3 21. 4 22. 0
Excise taxes2_____  _____________________ - 10. 0 9. 2 8. 9
Other taxes 2_________________________________ 2. 2 2. 5 2. 6
Miscellaneous receipts ______________________ 3. 0 3. 0 3. 3
Refunds of receipts ( —) ___________________  _ - 3 .  7 - 3 .  9 - 4 .  2

T otal__________________________________ 68. 1 70. 6 73. 6

* For details, see special analysis B in part IV of this budget document; 
I Net of transfers to trust funds.
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CH AN G E IN  P U B LIC  D EBT

% Billions- hscql Years I n c r e a s e  D e c r e a s e

Debt policy.—The budget surplus for the fiscal year 1956 of 1.6 
billion dollars was used to reduce the public debt. This budget 
provides for further reductions in the public debt for the current 
fiscal year and for the fiscal year 1958.

The successive reductions in the debt from 1956 through 1958 are 
modest in relation to its total size. Nevertheless, I hope that these 
reductions, plus the collection of corporation tax payments on a more 
nearly current basis (as provided by the Internal Revenue Code of 
1954), will make it unnecessary to ask the Congress again for a tem
porary increase in the legal limit of 275 billion dollars to cover 
seasonal borrowing during the coming fiscal year.

PUBLIC DEBT i 

[Fiscal years. In billions]

j 1956 actual 1957 estimate 1958 estimate

Public debt at start of vear 
Change due to budget surplus ( —) 
Change due to other factors 1

$274. 4 
-1 .-6  
(2)

$272. 8 
- 1 .  7 

—. 5

$270. 6 
- 1 .  8 

+ . 4

Public debt at close of vear 272. 8 270. 6 269. 2

iFor details, see table 4 in part I of this budget document. 
2 Less than 50 million dollars.

The reduction in the public debt in the fiscal year 1957 is estimated 
to be larger than the budget surplus for that year, mainly because 
it is anticipated that some expenditures during the year can be
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financed by drawing down the amount of cash the Government has 
on hand.

For the fiscal year 1958, the reduction in the public debt will not be 
as much as the budget surplus. This situation results primarily from 
the fact that, in the aggregate, the trust funds are expected to draw 
down the amount of uninvested cash held for them by the Treasury.

Receipts from and payments to the public.—The restraint on inflation
ary pressures which will be exerted by the budget surplus in the fiscal 
year 1958 will be reinforced by net accumulations in the trust funds 
which the Government administers. These trust fund accumulations, 
such as those for highways and for old-age and survivors and disa
bility insurance, are the excess of current receipts over current pay
ments. They constitute reserves for future use which are invested 
in Government securities.

When the Government’s budget transactions are consolidated with 
trust fund and other transactions to give a picture of the flow of 
money between the public and the Government as a whole, the receipts 
from the public are estimated to exceed payments to the public by 
3 billion dollars in the fiscal year 1958.

F E D E R A L  G O V E R N M E N T  R E C E IP T S F R O M  A N D  P A Y M E N T S  TO TH E  PU BL IC  i

[Fiscal years. In billionsl

1956 actual 1957 estimate 1958 estimate

Receipts from the public_______________ $77. 1 $81. 7 $85. 9 
82. 9Payments to the public_________________ ____ 72. 6 78. 2

Excess of receipts from the public____ 4. 5 3. 5 3 .0

1 For details, see special analysis A in part IV  of this budget document.

The decline between the fiscal years 1956 and 1957 in the excess of 
receipts from the public results mainly from the estimated withdrawal 
of cash from the Treasury by the International Monetary Fund in 
1957. The cash payments are made as the Treasury redeems the 
notes which were part of the United States subscription to the Fund. 
This subscription was made in the fiscal year 1947 and is therefore 
not part of current budget expenditures.

The excess of receipts from the public is estimated to be still lower 
in 1958 mainly because of higher net payments from trust funds.
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PURPOSE OF BUDGET EXPENDITURES

A d m in is t r a t i o n ,  e t c .

f i s c a l  Y e a r  1 9 5 8  E s t im a te

BUDGET PRO G RAM S AND PERFORMANCE

By far the largest part of the budget for the coming fiscal year, 63 
percent, will be devoted to maintaining and improving our own de
fenses and to strengthening the defenses and economies of other 
nations in the interest of collective security and world peace. Civil 
benefits will account for 24 percent of budget expenditures; interest, 10 
percent; and all other operations, administration, and contingencies, 
3 percent.

B U D G E T  E X P E N D IT U R E S  B Y PURPOSE*

[Fiscal years. In billions]

1956 actual 1957 estimate 1958 estimate

Protection, including collective securit}"_____
Civil benefits _ _ _ _

$42. 4 
15. 3 

6. 8 
2. 0

$42. 7 
16. 5 

7. 3 
2. 3 
. 2

$45. 3 
16. 9 
7. 4 
1. 8 
. 4

Interest-_ _ _ _ _ _ _  _ _
Civil operations and administration. __ 
Allowance for contingencies___

T otal- _ _ _ _ _ _ 66. 5 68. 9 71. 8

* For details, see special analysis E in part IV of this budget document.

Protection, including collective security.—As a simple matter of self- 
preservation, we must maintain our own strength and promote world
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stability by helping to build up the strength of friendly nations. At 
the same time, we must actively advance our other efforts for lasting 
peace and inform the world in all appropriate ways of our peaceful 
aims.

The new and more powerful weapons which are being delivered 
to our Armed Forces in increasing quantities and varieties are much 
more costly to produce, operate, and maintain than the weapons 
they are replacing. Furthermore, we are now engaged in the develop
ment of a whole new family of even more advanced weapons for all 
the services. Large expenditures will be required to bring these 
weapons into use. During the transition, we must continue to 
purchase enough of the current types to preserve our readiness until 
the effectiveness of the advanced weapons is demonstrated in tests. 
•Despite these upward pressures on expenditures, future defense costs 
must be held to tolerable levels. Effective action must be taken to 
improve efficiency and to maintain a proper balance between expendi
tures for future military strength and expenditures for current 
readiness.

E X P E N D IT U R E S  FOR P R O T E C T IO N , IN C L U D IN G  C O LLE CTIV E  SE C U R IT Y  

[Fiscal years. In billions]

1956 actual 1957 estimate 1958 estimate

M ajor national security programs:
Department of Defense— military func- 

tio n s_ ___  „ ______ __ $35. 8 
2. 6 
1. 7

. 6

$36. 0 
2. 6 
1. 9

. 4

$38. 0 
2. 6 
2 .3

. 4

Mutual security program— military __
Atomic Energy Commission___
Stockpiling and defense production ex

pansion___ _ ___ _ . . _ _

Subtotal____  _ _ 40. 6 41. 0 43. 3

Related programs:
Mutual security program— economic, 

technical, and other__
United States Information Agency _ __
Federal Civil Defense Administration__
Selective Service System. _

Subtotal____  __ _____ ________

1. 6 
. 1 
. 1

o

1. 5 
. 1 
. 1

0

1. 8 
. 1 
. 1

0)

1. 8 1. 7 2. 0

T ota l. _ _ 42. 4 42. 7 45. 3

i Less than 50 m illion dollars.

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

1958



m 14 MESSAGE OF THE PRESIDENT

The introduction of new equipment and weapons with vastly greater 
combat capability is also having a powerful impact on concepts of 
military strategy, tactics, and organization. The combat power of 
our divisions, wings, and warships has increased to such an extent that 
it is no longer valid to measure military power in terms of the number 
of such units.

I have given careful consideration to the many complex factors 
which enter into the development of a well-balanced military structure.
I am convinced that the defense programs and funds for their support 
as recommended in this budget provide a wise and reasonable degree 
of protection for the Nation.

Our nuclear weapons and our ability to employ them constitute 
the most effective deterrent to an attack on the free nations. We 
shall continue to expand our nuclear arsenal until an agreement 
has been reached for reduction and regulation of armaments under 
safeguarded inspection guaranties.

At the same time, we are increasing the portion of the production 
of fissionable materials allocated to peaceful uses at home and abroad 
and we look forward to the day when all production may be used for 
peaceful purposes. This budget provides for increased effort on power 
reactor development and on new uses of atomic energy in biology, 
medicine, agriculture, and industry. It will also make possible 
greater sharing of our peaceful atomic energy developments with 
other nations through the atoms-for-peace program.

World events continue to demonstrate the value of our programs of 
mutual assistance. Continued assistance, both military and economic, 
to friendly nations will provide the essential margin beyond their own 
resources needed to support and strengthen their defenses and their 
economies. The intensified worldwide conflict of ideas also requires a 
further increase in our programs of international information.

Civil benejits.—During the past 4 years, the Government lias acted 
affirmatively to advance the everyday well-being of our people by

E X P E N D IT U R E S  FO R  CIVIL  B E N E F IT S  

[Fiscal years. In billions]

1956 actual 1957 estimate 1958 estimate

Additions to Federal assets $3. 5 $3. 0 $3. 4
Long-range developm ent-. 2. 0 1. 8 2. 3
Current expense items _ 9. 7 11. 7 11. 1

T o ta l-. __________ ___________________ 15. 3 16. 5 16. 9
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helping to improve their economic opportunities, helping to provide 
safeguards against economic and physical hazards, and helping to 
build needed public assets. The Government’s leadership in as
sisting the people to satisfy their own needs has been so exercised 
that steady progress has taken place without paternalistic interference.

In the fiscal year 1958 we shall continue to move forward with many 
civil benefit programs already established by law.

To aid agriculture in its adjustments to new technologies and 
to changed world production and consumption patterns, the soil 
bank program will help reduce the production of surplus crops. 
Additional marketing research and service activities will develop 
new markets and new uses for our farm products. Watershed 
protection, aid to low-income farmers, and assistance in overcoming 
the problems of drought, wind erosion, and floods will be expanded.

The Federal Government is assisting the States and private enter- 
prise?to*make [majo/advances in our transportation system. Traffic 
control on our airways is being continually improved as new equip
ment is developed and becomes available. Orderly replacement by 
private shipping lines of the merchant ships built during World War
II is underway. Through grants paid from the highway trust fund, 
the States, in partnership with the Federal Government, are begin
ning a 13-year program to complete construction of the Interstate 
Highway System.

Under the urban renewal program, which combines Federal, 
local, and private efforts, 41 urban renewal projects will have been 
completed by the close of the fiscal year 1958, and 531 more will be 
in various stages of planning or construction. Private financing of 
housing for military families, elderly families, cooperatives, and other 
groups having special difficulties in obtaining homes will be encouraged 
by special mortgage insurance and mortgage purchase programs.

Over the 3-year period, 1955 through 1957, nearly 400 new water- 
resource projects for flood control, navigation, irrigation, power, and 
water supply will have been started and about one-half of these 
projects will still be under construction in 1958. Because of the 
need for continued and orderly development of our resources, I 
recommend that construction be started at a modest rate in 1958 on 
some new projects for which planning is well advanced. Funds for 
initiating immediately the planning of new public works projects 
which the Congress is expected to authorize are also included in 
this budget.

Increased expenditures will be made for sound programs of health 
research and grants for hospitals, clinics, and diagnostic and rehabili
tation centers.
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Legislative recommendations for new civil benefits involving major 
expenditures are being confined to needs of the highest priority and 
will be discussed later in this message.

Interest.—Expenditures for interest are estimated to rise 100 million 
dollars to 7.4 billion dollars in the fiscal year 1958, despite reductions 
in the public debt in 1956, 1957, and 1958. The increase in interest 
charges is due to refinancing securities maturing during the coming 
year at the higher rates of interest which reflect the heavy demand 
for credit and capital throughout our prosperous economy.

Civil operations and administration.—Expenditures for the remain
ing operations of the Government are estimated to be 1.8 billion dollars 
in the fiscal year 1958, an amount 425 million dollars less than in 1957 
and 185 million dollars less than in 1956. The decreases occur pri
marily because certain payments heretofore made by the Civil Service 
Commission and the Treasury Department will be charged to the 
appropriations of the several agencies in accordance with legislation 
enacted last year. These are the payments which the Government, 
as employer, makes to the civil service retirement fund and those 
which it makes for certified bills presented too late for payment in the 
regular way. This improved accounting procedure shows with greater 
accuracy the total cost of various agency programs and is responsible 
for part of the increase shown in the expenditures for protection and 
civil benefits.

Allowance jor contingencies.—Sound budgeting requires that some 
general provision be made for contingencies which may arise in the 
coming period. This is especially important today, in view of uncer
tain world conditions. The Congress is not being asked to appropriate 
for purposes not known. This item makes allowance in the budget 
totals for probable future requests, including those to cover the cost 
of some legislative proposals for which the timing of expenditures is 
uncertain. As the needs arise, and as new legislation is passed, a 
specific request for funds will be made in each case. The amount 
allowed for expenditures is 400 million dollars, slightly over one-half 
of 1 percent of total budget expenditures estimated for 1958.

Management improvement.—The administration is constantly striv
ing to improve the management of Government. Vigorous measures 
to increase efficiency have shown results in many Government 
operations.

In the Veterans Administration, for example, the staff in nonmedical 
activities has been reduced by 10,000 in the past 4 years. Some of
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this reduction was made possible because of smaller numbers of 
insurance and readjustment payments, but most of the reduction in 
staff reflects better procedures, including extensive mechanization 
of operations.

In the overseas supply activities of the Department of Defense, 
new procedures employing faster communications and better trans
portation service have been established. These improved methods 
of supplying overseas units substantially reduce inventory require
ments and thus save both capital investment and costs of handling.

In the Post Office Department, despite an 11 percent rise in the 
volume of mail in the 4 fiscal years 1954 through 1957, the average 
employment will have increased only a little more than 3 percent. 
This is concrete evidence of the value of new methods, organization, 
and equipment.

After intensive reviews of their real property holdings, Government 
agencies over the past 3 fiscal years have transferred excess property 
costing over 131 million dollars to other agencies, thus reducing the 
volume of purchases needed by those agencies to meet new require
ments. In addition, surplus real property worth 366 million dollars, 
including almost all of the Government-owned synthetic rubber plants, 
has been sold, thus putting most of this property on the tax rolls.

In accordance with the recommendations of the second Hoover 
Commission, an Office of Accounting has been established in the 
Bureau of the Budget to help the Federal agencies to improve further 
their financial management and, in that connection, to put into effect 
the principles of accrual accounting and cost-based budgeting approved 
in legislation enacted last year. Modern accrual accounting will 
make possible better management through improved information 
needed to control costs.

LEGISLATIVE PROGRAM

This year I discussed only a few of the administration’s legislative 
recommendations in the State of the Union message. Therefore, this 
part of the budget message is devoted to a discussion of other major 
proposals for legislation on which I recommend that the Congress 
take action during the present session. The legislative program is 
one on which the Congress and the executive agencies should be able 
to work together successfully.

In the course of the next few months the administration will recom
mend to the Congress a number of important legislative proposals.

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

1958



m18 MESSAGE OF THE PRESIDENT

In the immediate future, I shall forward a message emphasizing the 
urgency of enactment of an adequate program of Federal aid for school 
construction, and a message on my proposals for amendment of our 
immigration laws. In connection with the administration’s proposals 
on education, this budget provides for the start of a 4-year program 
of aid for school construction.

Two areas need earnest and prompt attention with a view to 
determining whether new national policies should be adopted in the 
light of reports and recommendations now pending in the Congress. 
These are numerous detailed recommendations of the second Hoover 
Commission which the committees were unable to consider prior to 
adjournment of the 84th Congress and the proposals made by the 
Advisory Committee on Transport Policy and Organization. Legisla
tion to carry out the recommendations of the Committee was the 
subject of hearings during the last Congress. Because of the impor
tance of strengthening our transportation system, these hearings 
should be completed in the present session. Proposals for legislation 
will again be submitted by the Secretary of Commerce.

Substantial budget increases are recommended for existing activities 
which will improve the health of the American people. The Congress 
is also urged to enact legislation under which the Federal Government 
can help the medical and dental schools to build more and better 
teaching, as well as research, facilities to prevent the already acute 
shortage of trained medical manpower from becoming critical. It is 
also time to enact the necessary statutory basis for expansion and 
improvement of voluntary health insurance plans under which smaller 
insurance companies and nonprofit associations could pool their 
resources and experience.

In the welfare field, additional funds are likewise provided in the 
budget, and the Congress is urged to enact a new program of grants to 
the States to help fight juvenile delinquency.

In recent years, a succession of legislative enactments has moved a 
long way toward the goal of universal social security coverage, but 
there are a number of collateral steps which will add much to the 
meaning of our social security system as a whole. In part, these 
steps can be taken by budgetary action, for example, by giving particu
lar attention to the needs of the rapidly increasing number of older 
persons in our society. Other steps will require legislation. First, 
the unemployment insurance system should be extended and im
proved. Similarly, congressional action is recommended to extend 
the Fair Labor Standards Act to additional workers. The Secretary 
of Labor will make recommendations on this act when hearings are 
held by the committees of the Congress. The Federal 8-hour laws
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should be revised and brought up to date and legislation should be 
enacted to assure equal pay for equal work. A modest program of 
grants under which the States can increase their efforts to improve 
occupational safety should be initiated. Likewise, legislation should 
be enacted to require the registration of employee pension and welfare 
funds to protect the interests of beneficiaries.

Of particular importance are recommendations to protect and 
foster the initiative of the small businessman. The Small Business 
Act should be extended. In order that small business may have 
better opportunity to secure adequate financing, issues of securities 
up to 500 thousand dollars should be exempted from the regular 
registration provisions of the Securities Act of 1933. Similarly, the 
Congress should enact legislation providing for notification to the 
Federal Government of proposed business mergers, and should amend 
the procedural provisions of the antitrust laws to facilitate their 
enforcement. Wage reporting for income tax and social security 
purposes should be consolidated and simplified. Other means of 
assisting small business will be discussed in the Economic Report.

I repeat my recommendation of last year for the prompt enactment 
of appropriate authority under which communities can be assisted in 
solving basic problems of persistent unemployment.

At the present time, I do not contemplate proposing an extensive 
program of personnel legislation comparable to the numerous construc
tive measures enacted in the last several years. Certain needed 
improvements in central personnel management are discussed in the 
general government section of my budget analysis. All of these 
measures deserve early attention and enactment by the Congress. 
In addition, the Secretary of Defense is now studying recommenda
tions of his Advisory Committee on Professional and Technical 
Compensation. Any legislative recommendations growing out of 
the work of this committee respecting personnel policies and com
pensation systems of the military services will be presented at a 
later time.

We should not let another year go by without taking the necessary 
action to place the Post Office on a pay-as-you-go fiscal basis. The 
case for adjusting postal rates needs no further justification. It is 
supported by a vast majority of the general public as well as by most 
of the business community. The administration has demonstrated 
its capacity for improving the postal service, installing new and 
more efficient methods and equipment, and cutting costs in accord
ance with good business practice. The Congress should take the 
further action needed to reduce the huge postal deficit. Then the

400000— 57-------II

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

1958



m 20 MESSAGE OF THE PRESIDENT

further improvements needed in equipment and facilities can be 
made so that the American people may receive the mail service they 
deserve and have the right to expect.

Various agencies are being asked to review with the Congress the 
interest rates charged by the Government in connection with different 
kinds of loans, several of which have a fixed statutory maximum 
established when interest costs were much lower than today. It is 
desirable that there be more consistency and that more discretion be 
allowed in determining what going rates should be, dependent on 
the period of the loans and their conditions.

Recommendations concerned with proposed legislative changes in 
our housing laws will be found in the section of my budget analysis 
carrying the heading “Commerce and housing.”

With respect to farm legislation, certain changes are being recom
mended in the corn program. Farmers who use all the wheat grown 
on their own farms for seed, feed, or food should be exempt from 
marketing quotas and penalties. The basic authority for disposal of 
surplus farm commodities for foreign currencies, title I of Public Law 
480 of the 83d Congress, should be extended for 1 year and an addi
tional 1 billion dollars of authorization for losses under this title 
should be provided. Legislation should also be enacted authorizing 
the barter of nonstrategic Government-owned agricultural surpluses 
to the nations of Eastern Europe.

The program of the administration in the field of natural resources 
is fully set forth in that section of the budget analysis. It will not 
be repeated here, except to indicate my continuing firm support of 
the necessary legislative action to enable Federal agencies to par
ticipate more fully with States, local governments, and private groups 
in the development of partnership resources projects. I urge once 
again the prompt enactment of legislation which will enable the 
Fryingpan-Arkansas multiple-purpose project to get underway in the 
fiscal year 1958.

I also recommend prompt action by the Congress to decide how the 
Niagara power project can best be developed.

In returning the Harris-Fulbright natural gas bill to the 84th 
Congress without my approval, I stated that legislation conforming to 
the basic objectives of that bill was needed. I am still of that opinion. 
It is essential that consumers of natural gas be protected. We must 
endeavor to make sure that there will be continued exploration and 
development of adequate field supplies of gas, and that producers’ 
sales prices are arrived at fairly and competitively. In this way, and 
with authority vested in the Federal Power Commission to regulate 
interstate pipelines as to the price at which gas may be charged as an 
item of cost in fixing their rates, the price to the public will be fair. 
Legislation freeing gas producers from public utility-type regulation
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is essential if the incentives to find and develop new supplies of gas 
are to be preserved and sales of gas to interstate markets are not to 
be discouraged to the detriment of both consumers and producers, 
as well as the national interest.

The Congress is urged to carry out the proposals of the Judicial Con
ference for additional Federal judges. Also, when a district or 
circuit court judge who is the senior judge of the district or circuit 
becomes 70 and chooses not to retire, he should be relieved of his 
administrative duties. Furthermore, whenever a district court 
judge reaches 70 and chooses not to retire, the Congress should pro
vide that upon certification by the Judicial Conference of the need 
therefor, the President would be authorized to appoint an additional 
judge. When the judge who had reached 70 dies or retires, the 
vacancy thus created would not be filled.

Although it is not within my province to make any recommenda
tion, I am deeply interested in the suggestion which has been made that 
the Congress should consider inviting the Chief Justice of the United 
States to address the Congress annually on the work of the judiciary 
and to present the recommendations of the Judicial Conference.

I recommend again that the Congress enact suitable legislation pro
viding for home rule in the District of Columbia. Under any such 
system the citizens of the District should be authorized to elect local 
officials, to vote in Federal elections, and to have a delegate in the 
House of Representatives.

I also recommend the enactment of legislation admitting Hawaii 
into the Union as a State, and that, subject to area limitations and 
other safeguards for the conduct of defense activities so vitally neces
sary to our national security, statehood also be conferred upon Alaska.

The platforms of both major parties have advocated an amend
ment of the Constitution to insure equal rights for women. I believe 
that the Congress should make certain that women are not denied 
equal rights with men. Similarly, I believe that the Congress should 
propose a constitutional amendment lowering the voting age in 
Federal elections.

As has already been indicated in the State of the Union message, 
continuation of military and economic assistance to the free nations 
of the world is a keystone of the administration’s efforts to promote 
peace, collective security, and well-being for all peoples. Essential 
complements of these assistance programs are steps to increase inter
national trade and investment. Both can be materially advanced by 
taking the actions necessary to avoid unfair tax duplications on busi
ness conducted overseas and by the prompt enactment of legislation 
approving United States membership in the proposed Organization 
for Trade Cooperation. This administrative agency will greatly aid 
the orderly operation of existing arrangements governing multilateral
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trade to help prevent discrimination and restrictions against our 
foreign commerce.

Although necessity forces us to keep ever in mind the destructive 
power of nuclear weapons, it is equally essential that we keep in 
mind the firm determination of the United States to share the fruits of 
its efforts to develop the peaceful uses for atomic energy. Seventy- 
two nations have now signed the charter of the International Atomic 
Energy Agency, which was established under the auspices of the United 
Nations. Prompt action by the Congress is needed to authorize full 
participation by the United States in the work of this Agency. The 
United States has offered for distribution through this Agency 5,000 
kilograms of fissionable uranium 235 out of the 20,000 kilograms pre
viously offered for atomic research and power uses in other nations, 
as part of our atoms-for-peace program.

The analysis of the budget discusses present programs for veterans. 
A special message recommending changes needed in these programs 
will be transmitted to the Congress.

The remaining items to which special attention should be directed 
are (1) authorization to the President to make awards for distin
guished civilian achievement, (2) establishment of a Federal Advisory 
Commission on the Arts, (3) acquisition and maintenance of an official 
residence for the Vice President, and (4) amendment of the Govern
ment Corporation Control Act to provide for budget and audit con
trol over Government corporations which are authorized, directly or 
indirectly, to obtain or utilize Federal funds. It is also recommended 
that the Congress give further consideration to legislation which 
would place Government appropriations on an accrued expenditure 
basis.

The other proposals which are parts of the administration’s legis
lative program are discussed in my analysis of the budget. The fact 
that they are not included in this summary presentation in no way 
detracts from their importance or the strength of my recommenda
tion that they be considered and enacted by the Congress in its 
present session.
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ANALYSIS OF THE BUDGET

I am presenting my budgetary recommendations in greater detail 
under nine major program headings in the analysis of the budget 
which follows this message. The Economic Report will contain a 
further discussion of some of these proposals.

It is always difficult to make plans and forecast expenditures a year 
or more in advance. This is particularly true when historic events 
are taking place in Eastern Europe, when United Nations forces are 
deployed in the Middle East, when uncertainties abound in other 
parts of the world, and when in our own land economic change is 
continuous. This budget has taken into account present conditions 
and developments which today appear most likely at home and abroad. 
It provides funds for all necessary Government activities on a reason
able scale, and efforts will continue to be made by every executive 
department and agency to improve efficiency and to maintain expendi
tures well within the budget estimates. It is a carefully balanced 
budget—balanced in its receipts and expenditures, balanced in its 
choice of programs. I consider it well adapted to the needs of the 
present and the future.

D wight D. E isenhower.
January 16, 1957.
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SU M M ARY OF NEW OBLIGATIONAL AUTHORITY

BY FUNCTION AND AGENCY

Based on existing and proposed legislation 
[Fiscal years. In  millions]

Description

1957 estimate 195S estimate

1956 enacted

Enacted
Proposed 
for later 

transmission
Total

Recommended 
in this 

document

Proposed 
for later 

transmission
Total

$35 , 9 0 3 $ 40 , 1 66 $200 $ 4 0 , 3 6 6 $ 38 , 7 7 2 $ 4 , 8 2 8 $ 4 3 , 6 0 0
2, 123 2, 231 2 2, 2 3 3 5 1 0 1, 9 5 0 2, 4 6 0
4, 8 2 3 4, 8 0 7 8 2 4, 8 9 0 4, 9 4 2 100 5, 0 4 2
2 , 8 6 0 2, 9 13 2 8 3 3, 196 3, 3 1 8 481 3, 7 9 9
3, 3 10 5, 0 6 9 27 5, 0 9 6 4, 7 67 2 5 4, 7 9 2
1, 2 13 1, 351 4 0 1, 391 1, 4 7 6 8 3 1, 5 5 9
4, 5 2 6 3, 3 2 9 6 62 3, 9 9 2 2, 1 65 6 2 6 2, 791
1, 5 9 5 1 , 8 2 6 2 5 1, 851 1, 4 3 0 8 1, 4 3 8
6, 8 4 6 7, 2 6 0 7, 2 6 0  

2 5 0
7, 3 6 0 7, 3 6 0  

5 0 02 5 0 5 0 0

63, 1 98 68, 9 5 2 1, 5 7 2 70 , 5 2 4 64, 7 41 8, 6 0 0 7 3 , 3 41

1 99 9 0 9 0 9 5 9 5
3 7 39 0) 4 0 4 5 4 5
10 11 11 12 12

2, 7 03  
5 0

3, 8 0 4  
2 6

3 , 8 0 4  
2 6

4 , 4 0 0 4 , 4 0 0
3 5 3 5

1, 179  
4, 8 0 0

1, 961  
4, 8 7 8

1, 9 61  
4, 9 6 0

2, 4 0 0  
4 , 8 9 0

120 2, 5 2 0
4 , 9 9 08 2 100

7 6 8 1, 148 51 1, 1 9 8 651 192 8 4 4
7 0 9 2 3 6 2 4 2 5 9 4 4 7 ______________ 4 4 7
888 1 , 116 551 1 , 666 1 6 4 1, 0 3 0 1, 1 94

3, 5 9 8 5, 8 53 33 5, 886 5 ,1 3 3 2 5 5, 1 58
2, 7 3 6 7 03 61 7 6 4 8 91 53 9 4 4

3 3 , 1 87 3 6 , 187 200 3 6 , 3 8 7 3 6 , 2 4 2 2, 2 5 8 3 8 , 5 0 0
666 6 6 4 1 6 6 5 6 8 5 19 7 0 3

2, 107 2, 2 2 4 2 8 2 2, 5 0 6 2, 5 9 3 4 7 8 3 , 0 7 1
5 1 6 6 23 3 4 6 5 7 7 1 1 7 7 1 8
2 11 2 1 6 0 2 1 6 2 3 5 2 3 5
4 7 0 431 4 31 4 3 5 3 4 3 8
4 7 0 4 8 3 4 8 3 6 51 2 5 8 4 6 7
149 2 2 4 2 2 2 6 2 3 0 2 3 0

7, 7 1 6  
3 0

8, 0 03 1 8, 0 0 3
33

8, 1 5 4  
4 2

8, 1 5 4
33 4 2

2 5 0 2 5 0 5 0 0 5 0 0

63, 1 98 68, 9 5 2 1, 5 7 2 7 0 , 5 2 4 6 4 , 741 8, 6 0 0 73 , 341

BY FUNCTION

M ajor national security_______________
International affairs and finance______
Veterans’ services and benefits________
Labor and welfare_____________________
Agriculture and agricultural resources.
Natural resources_____________________
Commerce and housing_______________
General government___________________
Interest________________________________
Allowance for contingencies___________

Total new obligational authority.

BY AGENCY
Legislative branch_______________________________
The judiciary_____________________________________
Executive Office of the President________________
Funds appropriated to the President:

Mutual security____ ________________________
Other_______________________________________

Independent offices:
Atomic Energy Commission________________
Veterans Administration___________________
Other__________________________  ___________

General Services Administration________________
Housing and Home Finance Agency____________
Department of Agriculture______________________
Department of Commerce_______________________
Department of Defense— Military Functions___
Department of Defense— Civil Functions_______
Department of Health, Education, and Welfare _
Department of the Interior_____________________
Department of Justice___________________________
Department of Labor__ _________________________
Post Office Department---------------------------------------
Department of State____________________________
Treasury Department___________________________
District of Colum bia-___________________________
Allowance for contingencies. ____________________

Total new obligational authority_

1 Less than one-half million dollars.
2 Deduct, made up of 654 million dollars proposed postal rate adjustment offset in part by a 70-million-dollar supplemental appropriation for capital outlay.
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SU M M ARY OF BUDGET EXPENDITURES

BY FUNCTION AND AGENCY

Based on existing and proposed legislation

[Fiscal years. In millions]

1956 actual 1957 estimate 1958 estimate

Description
Gross ex

penditures
Applicable 
receipts *

Net ex
penditures

Gross ex
penditures

Applicable 
receipts 1

Net ex
penditures

Gross ex
penditures

Applicable 
receipts *

Net ex
penditures

BY FUNCTION

Maior national security_____ _ _ $40, 845 
2, 151 
4, 804

$204
305

$40, 641 
1, 846

$41, 303
2, 767 
4, 906
3, 035 
9,560 
1, 649

$338
384

$40, 965 
2, 382 
4, 851

$43, 621 
2, 878 
5, 085

$286
434

$43, 335 
2. 444International affairs and finance.

Veterans’ services and benefits. 48 4, 756 55
3

57
4

5, 027
Labor and welfare___ 2, 778 

9, 060 
1, 361
5, 958 
1, 633
6, 846

2 2, 776 
4, 913
1, 104
2, 028 
1, 629 
6, 846

3, 032
4, 701
1, 371
2, 269 
1,870 
7, 260

200

3, 542 
8, 123 
1, 836
6, 904 
1,455
7, 360 

400

3, 538
4, 965 
1, 538 
1, 748 
1, 451

Agriculture and agricultural resources-_ 
Natural resources______

4, 146 
257 

3, 931

4, 859 
278 

4,305
3

3, 159 
298 

5, 156 
3

Commerce and housing___ 6, 574
General government. _ 4 1, 873 

7, 260Interest__ __ _ __________ 7, 360 
400Allowance for contingencies_____ 200

Total budget expenditures _ _ 75, 436 8, 896 66, 540 79, 127 10, 227 68, 900 81,203 9, 396 71, 807

BY AGENCY

Legislative branch_________________ _ __ 85 85 109 109 122 122
The judiciary______________  _ __ ____ 37 37 40 40 44 44
Executive Office of the President______ 10 10 11 11 12 12
Funds appropriated to the President: 

Mutual security_______  _____ __ 4, 204 
475

3 4, 201 
272

4, 107 
369

5 4, 102 
35

4, 363 
344

6 4, 356 
89Other____________  ~ _ _ _ _ 203 334 255

Independent offices:
Atomic Energy Commission _____ 1, 651 

4, 828 
3, 147 

529

(2)
98

1, 651 
4, 731 

601

1, 940
4, 965

(2)
108

1, 940 
4, 857 
1, 456

2, 340 (2)
118

2, 340 
5, 068 

886
Veterans Administration___________ 5, 186 

1,708 
657

Other__________ _________ 2, 547 
5

3, 323
692

1, 867 822
General Services A dm in istration ____ 523 2 690 3 654
Housing and Home Finance Agency____
Department of Agriculture. _ _ _

1,043 
7, 376 
1, 321

35, 791

1, 004
2, 199

28

39 
5, 177

2, 087 
8, 865 

672

1, 368
3, 714

719
5, 152 

644

1, 937 
8, 481 

801

1, 546 
3, 151

391 
5, 330 

772Department of Commerce -_______ 1, 293 

35, 791

28 29
Department o f  D e fe n s e — Military 

Functions. __ _ _ (2)

99

36, 005 

742

5 36, 000 

649

38, 031 

784

31 38, 000 

700
Department of Defense— Civil Func

tions____  ___ _ _ _ _  _ _ _ 672 573 93 85
Department of Health, Education, and 

Welfare 2, 073 2 2, 071 
512

2, 364 
681

2 2, 361 
652

2, 834 
737

3 2, 831 
704Department of the Interior546 35 29 32

Department of Justice 216 216 214 214 226 226
Department of Labor__  ___ 414 2 412 412 3 409 422 4 418
Post Office Department. _ _ _ 2, 913 2, 450 463 3,015

184
2, 556 459 3, 354 

230
3, 296 58

Department of State ___ 142 142 184 230
Treasury Department_____ ______ 7, 941 

22
221 7, 719 

22
8, 102 

27
110 7, 992 

27
8, 149 

43
16 8, 132 

43District of Columbia
Allowance for contingencies 200 200 400 400

Total budget expenditures______ 75, 436 8, 896 66, 540 79, 127 10, 227 68, 900 81, 203 9, 396 71, 807

1 Receipts of certain Government corporations, the postal service, and other revolving funds the receipts of which come primarily from outside the Government. These funds 
are listed in the respective chapters of part II as “ Public enterprise funds.”

2 Less than one-half million dollars.
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T H E  P R E SID E N T ’S A N A L Y S IS  O F T H E  
B U D G E T

The budget recommendations for the fiscal year 1958 are accom
panied by revised estimates for the current fiscal year, 1957, and by 
reports on the results of Government operations for the year ended 
June 30, 1956.

The final results for the fiscal year 1956 show a budget surplus of 
1,626 million dollars, a net decrease of 128 million dollars from the 
preliminary figures reported in August in the midyear review of the 
budget. The decline is due to the inclusion of transactions which 
were not fully reported by August.

The current estimate of budget receipts for the fiscal year 1957 
exceeds the estimate of 69.8 billion dollars made last August by 828 
million dollars. This increase is due mainly to greater indicated 
receipts from the individual income tax.

Budget expenditures for 1957 are now estimated to be 193 million 
dollars less than the 69.1 billion dollars anticipated in the midyear 
review. The principal changes in the estimated expenditures are:

(1) A downward revision of 1 billion dollars for the Department 
of Agriculture, mainly because of reduced estimates of price sup
port disbursements and higher estimates of commodity sales.

(2) A decline of 248 million dollars for the economic portion 
of the mutual security program, partly because certain country 
programs have been revised to place greater emphasis on long- 
range development projects.

(3) An increase of 586 million dollars for the Housing and 
Home Finance Agency, mainly for advances to the Federal 
National Mortgage Association for its secondary market opera
tions.

(4) An increase of 497 million dollars in the estimated net 
expenditures of the Export-import Bank, due to a larger volume 
of loans and to lowered estimates of private participation in the 
Bank’s loans.

Discussion of each of the major programs of the Government follows, 
with emphasis on recommendations for the fiscal year 1958.

M AJOR NATIONAL SECURITY

Events in recent months have dramatized the need for strong collec
tive security. The military strength of the United States is a bul
wark for world peace and freedom. A large share of the budget must 
go to maintain the Nation’s military forces in their present high state 
of readiness and to introduce new weapons. Also, effective support 
must be given to the defense forces of other nations. Advances in
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MESSAGE OF THE PRESIDENT m27

nuclear technology must be applied to improving national defense and, 
in increasing degree, to peacetime uses in the United States and the 
rest of the free world.

M AJOR N A T IO N A L  S E C U R IT Y

[Fiscal years. In millions]

Program or agency

New obligational authority Expenditures

1956
actual

1957
estimate

1958
estimate

1956
actual

1957
estimate

1958
estimate

Gross budget expenditures:
Department of Defense—military 

functions:
Direction and coordination of 

defense________________- _______ $13 
15,517 
7,354 
9,648 

654

$15 
17,690 
7,645 

10,200 
637 
200

$17 
16,481 
8,539 

10,517 
688 

2,258

$14 
16,749 
8,702 
9,745 

582

$14 
16,890 
8,581 
9,732 

637 
150

$17 
17,472 
9,131 

10,349 
714 
347

Air Force defense________________
Army defense____________________
Navy defense____________________
Other central defense activities___
Proposed for later transmission

Total, Department of Defense. _ 
Development and control of atomic 

energy:
Present program_________________

33,187 

1,179

36,387 

1,961

38,500

2,400
120

130

35,791 

1,651

36,005

1,940

38,031

2,310
30

650

2,100
500

Proposed legislation______________
Stockpiling and defense production 

expansion__________________________ 521

1,016

791

2,611

759

2,600
Mutual security program—military: 

Present program_________________ 2,018
Proposed legislation______________ 2,450

Total__________________________ 35,903 40,366 43,600 40,845

0)
203

41,303

5
334

43,621

31
255

Deduct applicable receipts:
Department of Defense—military 

functions___ ______________________
Defense production expansion________

N et budget expenditures_________________ 40,641 40,965 43,335

i Less than one-half million dollars.

Department oj Dejense, military junctions.—The defense program 
involves four basic military missions in which each of the military 
services has an active role. New and vastly superior weapons have 
a profound impact on each mission and on the size and composition 
of the military budget. The budget recommendations for the fiscal 
year 1958 reflect adjustments that have been made in the contribu
tions of the individual military departments to the four basic military 
missions.

One mission is to maintain ready nuclear-air-retaliatory forces so 
strong that they will deter a potential aggressor from initiating an 
attack. Procurement in the fiscal year 1958 will provide for equipping 
the heavy bomber wings of the Strategic Air Command with 45 all-jet 
B-52 aircraft in place of the present smaller number of 30 B-36's.
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The gradual elimination of strategic fighter wings, which are no longer 
considered necessary, will be completed. The striking power of the 
Navy will be enhanced by the addition of new and modernized attack 
carriers, jet aircraft capable of higher speeds and higher altitudes, 
atomic submarines, and guided missile ships.

A second mission is to build a defense system which will minimize 
the chances of a successful attack on this continent. The Continental 
Air Defense Command has been assigned operational control over all 
forces and weapons made available for the air defense mission. 
The Command’s radar warning network, extending from the central 
Pacific around the northern perimeter of North America and across 
the Atlantic approaches, will be largely in operation during the fiscal 
year 1958. The interceptor squadrons of the Air Force will be further 
strengthened with the delivery of still better aircraft, and the anti
aircraft missile capabilities of the Army will be expanded. The 
Navy’s antisubmarine warfare capability is being improved to meet 
the threat of missiles launched from submarines.

A third mission is to maintain mobile and versatile forces suitably 
deployed and ready for immediate action in case of aggression. Army 
divisions are being reorganized into more flexible units supported with 
the latest atomic weapons and with aviation units. In addition, the 
Army will increase the number of atomic support commands wThich 
are particularly suitable as back-up for the ground forces of allied 
countries. Taking advantage of the greater firepower and mobility 
gained from the new units and equipment, the number of Army 
divisions will be reduced by one during the fiscal year 1958. The 
greater mobility and effectiveness of tactical aircraft coupled with 
the growing guided missile capabilities of the Army, permit a reduc
tion in the number of Air Force tactical wings. The three Marine 
divisions and air wings are now equipped with a variety of atomic 
weapons and are continually improving their capability for am
phibious assault operations.

A fourth mission, to maintain control of the essential sea areas and 
lines of communication. in case of war, is primarily the task of the 
Navy, although the Air Force and elements of the other services have 
an important part. The modern ships, aircraft, and weapons being 
added to the Armed Forces are improving capabilities for performing 
this mission as well as the first three missions. As new ships are 
added to the fleet, older ships will be retired and the number of active 
ships in the fiscal year 1958 will remain about the same.

The means of accomplishing these basic military missions constantly 
change as new weapons are introduced. The Secretary of Defense 
recently issued a clarification of the basic roles and missions of the 
military services. It covered the use of aircraft by the Army; the 
adequacy of airlift; the development, procurement, and operation of
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surface-to-air guided missiles; the operational deployment of inter
mediate range ballistic missiles; and the tactical air support of the 
Army.

New authority to incur obligations totaling 38.5 billion dollars for 
the fiscal year 1958 is recommended for the military functions of the 
Department of Defense. Expenditures are estimated to increase from 
36 billion dollars in 1957 to 38 billion dollars in 1958.
D E P A R T M E N T  OF D E FE N SE —M IL IT A R Y  FU N CTIO NS COSTS B Y  M AJOR CATE G O RIE S 

(Based on existing and proposed legislation)

[Fiscal years. In millions]

Budget expenditures Recom
mended new

Cost category
1956

actual
1957

estimate
1958

estimate

obligational 
authority 
for 1958

Military personnel:
Active forces________________________  ----------- $10,666 $10,321 $10, 524 $10,664
Retired pay--------------------  ------------------------------------------ 477 515 543 555

Operation and maintenance------------------- ----------------------------- 8, 519 9,100 9, 598 9.847
Major procurement and production___________  _. _______ (12, 204) (11,731) (12,273) (12,030)

Aircraft_______________________  ______________________ 7,146 6, 786 6,737 6,232
Ships_________________________________________________ 917 928 1,040 1,555
Guided missiles.---------- ------ --------------------------------------- 1,168 1,506 2,039 2,646
Other_________________________________________________ 2, 973 2,511 2,457 1, 597

Military public works-------------------------------------- ---------- --------- 2,008 1,973 2,242 2,122
Reserve components.----------------------------------------------------------- 854 1,055 1,237 1,237
Research and development-------------- --------------------------- ------- 1,495 1,540 1,580 1, 651
Establishmentwide activities------------ ----------------------------------- 211 354 401 394
Working capital (revolving) funds -643 -589 -398

Total_______________________________________________ 35, 791 36,000 38,000 i 38, 500

1 Compares with new obligational authority of 33,187 million dollars in 1956 and 36,387 million dollars in 
1957.

This budget provides for an average active duty military personnel 
strength for the fiscal year 1958 of approximately 2.8 million. The 
Army, Navy, and Marine Corps will hold to about their current 
numbers while the Air Force will be increased by several thousand men.

Operation and maintenance costs will rise in the fiscal year 1958. 
The larger number of bases and other installations and the growing 
complexity of new weapons systems, particularly guided missiles and 
aircraft, are the primary reasons for this increase.

Major procurement and production expenditures in the fiscal year 
1958 are estimated to be 542 million dollars more than in the current 
year. Expenditures for guided missiles will be up 35 percent; for ship 
construction, up about 12 percent; and for aircraft procurement will 
remain at about the same level. Expenditures for all other types of 
major procurement are estimated to be about 2 percent less than in 
the current fiscal year.
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EXPENDITURES FOR DEPARTMENT OF DEFENSE—MILITARY

The new obligational authority needed for the Air Force procure
ment program for the fiscal year 1958 is less than it otherwise would 
have been because of the additional appropriations for this purpose 
voted by the Congress last year. Together, these appropriations will 
provide sufficient funds for Air Force aircraft and related procure
ment in the current year and in the fiscal year 1958.

Expenditures for military public works in the United States and 
overseas will be about 14 percent above the current year. This 
budget provides for proposed legislation to authorize new bases 
and facilities for continental air defense, for further work on dispers
ing and improving heavy bomber bases, and for essential facilities for 
naval operating forces.

Research and development will continue at the same high level as 
in the current fiscal year. When the portions of appropriations for 
procurement, military personnel, and public works which contribute 
to research and development, testing and evaluation are also con
sidered, the total devoted to these purposes will be somewhat more 
than the 5.2 billion dollars programed for the current fiscal year. A 
steady military research and development effort must be maintained 
over the years to assure a constant flow of new and more effective 
weapons for the future.

Expenditures for the reserve components will increase in the fiscal 
year 1958. Major emphasis will be placed on improving the quality 
and combat readiness of the Reserve Forces through modernization 
of equipment and better selection and training of reserve personnel.
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The overall quality and readiness of the Reserve Forces, already 
higher than ever before in the peacetime history of the Nation, will 
be even more effective by the end of the coming fiscal year.

Civil dejense.—All levels of government have made encouraging 
progress in preparing for civil defense since the Federal Civil Defense 
Act was approved in 1951. These gains have been partly offset by 
the increasingly destructive capabilities of nuclear weapons. In the 
light of these developments, the administration will transmit to 
the Congress recommendations for amendment of the Federal Civil 
Defense Act which will enable the Federal Government better to 
meet its responsibilities. To achieve maximum results, civil defense 
must continue to be a cooperative effort with State and local govern
ments. Individual and local initiative and resourcefulness must be 
our ultimate reliance during an initial recovery period.

This budget provides under existing legislation for extending civil 
defense programs for public education, information, and training, and 
for a larger Federal staff to give assistance to the States and cities. 
Appropriations are included for an attack warning system which 
will quickly transmit warnings from the Air Force to certain key 
areas. Stockpiling of emergency hospital equipment and radiological 
detection equipment will be continued; and a substantial program 
of research on radiological defense, on shelter design, and on bomb- 
damage assessment will be carried forward.

Funds for civil defense activities are included in the commerce and 
housing section of this analysis.

Development and control oj atomic energy.—Until an agreement for 
limitation of armaments is negotiated and an effective inspection sys
tem is functioning, this Nation will continue to increase the number 
and variety of nuclear weapons. In the fiscal year 1958, emphasis 
will be placed on weapons for tactical purposes and weapons with 
reduced radioactive fallout. The substantial present effort to develop 
military propulsion reactors will be continued.

Efforts to develop the peaceful uses of atomic energy will be greatly 
increased, particularly the development of reactors to produce atomic 
power at competitive prices.

This budget provides for increased effort by the Atomic Energy 
Commission to explore new power reactor concepts, to fabricate and 
operate reactor experiments, and to develop the basic reactor tech
nology essential to the Nation’s progress and leadership in the field. 
Increased support will also be given to the growing activities by private 
industry and public power bodies in power reactor development.

In the belief that basic responsibility for construction of large-scale 
commercial power reactors should not have to be assumed by the
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Federal Government, no funds for construction of new large-scale 
reactors are proposed in this budget. A number of new proposals 
from non-Federal interests are now being developed. However, if 
acceptable proposals for non-Federal construction of promising reactor 
types do not materialize within a reasonable time, a request will be 
made to the Congress for funds for direct construction by the Federal 
Government.

As a further and necessary step to facilitate industry’s investment 
in atomic powerplants, legislation will again be proposed to authorize 
the Government to supplement commercially available insurance 
against liability arising from possible nuclear accidents.

More resources will be applied to the longer term effort to develop 
thermonuclear power reactors. Increased research is planned for
1958 on the problems arising from the numerous and extensive appli
cations of atomic energy, such as reactor safety, radioactive waste 
disposal, and the biological effects of radiation. At the same time, 
support of research in nuclear physics and in new uses of atomic 
energy in biology, medicine, agriculture, and industry will be strength
ened. Also, the budget provides for increases in equipment grants 
and in teacher training to improve education in nuclear technology 
and to help alleviate the shortage of nuclear scientists and engineers.

In order to help other nations develop their own atomic energy 
programs, the 1958 budget provides for training centers in the United 
States and abroad, equipment grants, and other technical assistance 
from appropriations for the Atomic Energy Commission and the 
mutual security program. Four nations have already accepted and 
many others are expected to accept the United States offer to share the 
costs of building research reactors. A number of nations have indi
cated interest in procuring power reactors in this country, and the 
Export-import Bank will consider applications for loans to finance 
such procurement. The budget also includes funds for United States 
participation in a second world conference on the peaceful uses of 
atomic energy to be held in calendar year 1958.

Stockpiling and defense production.—By the end of the current fiscal 
year, the stockpile of strategic and critical materials, such as rubber, 
aluminum, copper, and nickel, will have reached a value greater than 6 
billion dollars. Further acquisitions toward the stockpile objectives 
will be limited in most instances to (1) materials for which contracts 
have already been made; (2) materials which can be procured at 
favorable prices and which will serve to maintain the mobilization 
base; and (3) materials obtained in exchange for surplus agricultural 
products.

Mutual security program, military.—The armed forces of 38 coun
tries receive military equipment and training through the military
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assistance portion of the mutual security program. This assistance 
bolsters the military forces of countries faced with a threat of external 
aggression or internal subversion.

Military assistance plans for the fiscal year 1958 have been related 
to the plans for this Nation’s military establishment. As in the case 
of United States forces, a large part of the funds will be used for new 
types of weapons for air defense.

In the fiscal years 1957 and 1958, an increasing amount of military 
assistance equipment is to be furnished on a reimbursable rather than 
a grant basis. Changes in legislation will be recommended to facilitate 
these sales.

The level of unexpended balances for military assistance will have 
been reduced for 5 successive years. The Department of Defense 
has made significant improvements in the operation of this program 
in this fiscal year, especially in the timing of orders and the utiliza
tion of funds.

The new obligational authority of 2,450 million dollars recommended 
in this budget for military assistance has been included as an appro
priation to the President, as in previous years. Consideration is 
being given as to what pattern of appropriations will best serve the 
aims of the Government in providing military assistance.

M U T U A L  S E C U R IT Y  P R O G R A M  

[Fiscal years. In millions]

Budget expenditures Recom
mended new 
obligational 

authority 
for 1958

1956
actual

1957
estimate

1958
estimate

Military: 1
Present program ____ __ _ _ $2,611 $2,600 $2,100 

500

1,150
600

Proposed legislation__ ____ _________ __________________ $2,450
Economic, technical, and other: 2

Present program... _________ ________________________ 1,587 1,500
Proposed legislation_________ , ______ ____ _____________ 1,950

Total___  ____ _ 4,198 4,100 4,350 * 4,400

1 Budget expenditures for military assistance do not reflect proceeds from sale of military equipment 
previously procured with military assistance funds, since these proceeds go directly into miscellaneous 
receipts of the Treasury.

2 Discussed in the international affairs and finance section of this analysis. Excludes investment guaranty 
program.

3 Compares with new obligational authority of 2,703 million dollars in 1956 and 3,767 million dollars in 1957, 
excluding investment guaranty program.

INTERNATIONAL AFFAIRS AND FINANCE

The United States can work toward its goal of lasting peace by 
continuing to help its friends overseas protect their freedom from 
foreign domination and better their economic conditions. This 
budget is designed to do that. It alsô provides funds to promote
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international understanding through a wider exchange of ideas and 
persons, and to extend a helping hand to refugees from tyranny and 
victims of famine.

In the conduct of our international affairs it is necessary to allow 
for appropriate flexibility in choosing the proper channel to meet each 
particular situation. In many instances the most effective way to 
achieve United States objectives, particularly in the political area, is 
to work through the United Nations. In other instances it may be 
more effective to utilize regional organizations such as the North 
Atlantic Treaty Organization and the Organization of American States. 
The Government will, of course, continue to conduct a major part of 
its economic and military assistance bilaterally, by dealing directly 
with other governments through conventional channels, including the 
Export-import Bank. In addition, the International Bank for Re
construction and Development and the International Monetary Fund 
will undoubtedly continue their active and sound programs of lending 
for economic development and of strengthening the exchange systems 
of their members, relying in part on the capital subscriptions and 
guaranties of the United States Government. The United States 
Government will also work through the many private welfare organi
zations operating abroad.

IN T E R N A T IO N A L  A F F A IR S  A N D  FIN A N C E

[Fiscal years. In millions]

Budget expenditures Recom
mended new

Program or agency
1956

actual
1957

estimate
1958

estimate

obligational 
authority 

for 1958

Gross budget expenditures:
Economic and technical development:

Mutual security program—economic, technical, 
and other:

Present program____________________________ $1,587 

6

$1, 500 

7

$1,150 
600 
13

Proposed legislation______________________  —
Investment guaranty program

$1,950

Export-import Bank______ __ ___ _ 212 776 670
Emergency commodity assistance (Department of 

Agriculture)___________ __________ _____________ 94 127 45 94
Other.._________________________________ _________ 22 69 32 27

Foreign information and exchange activities:
United States Information Agency................. ........... 86 103 128 144
Department of State_____ ________________________ 20 21 29 35
President’s Special International Program________ 5 9 18 20

Conduct of foreign affairs (Department of State and 
other).......................... ........................................... ............. 120 155 194 189

Total_________________________ __________ ________ 2,151 2,767 2,878 i 2,460
Deduct applicable receipts:

Investment guaranty program ____ _____ 3 5 6
Export-import Bank _ . _____ 302 379 427

Net budget expenditures __ __ ____ ______ 1,846 2,382 2,444

* Compares with new obligational authority of 2,123 million dollars in 1956 and 2,233 million dollars in
1957.
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The Governm ent’s varied overseas activities have been, and are 
being, regularly reviewed. For example, recommendations to im prove 
our mutual security operations are being developed b y  the President’s 
Citizen Advisers on the M utual Security Program. Special studies 
are also being conducted b y  the Senate Foreign Relations and House 
Foreign Affairs Committees. A  special message on the mutual secu
rity program will be sent to the Congress after due consideration has 
been given to the recommendations and studies that have been 
completed.

Mutual security program, economic, technical, and other.— In order 
that the United States may continue to help cooperating countries to 
develop their economies and to meet the burdens of maintaining mili
tary strength, the budget provides for an appropriation of 1,950 
million dollars for the fiscal year 1958 for the nonmilitary portion of 
the mutual security program. The military assistance portion of the 
mutual security program was discussed in the m ajor national security 
section o f this analysis. Total appropriations recommended for the 
two portions together in 1958 are 4,400 million dollars, compared 
with 3,804 million dollars enacted for 1957 and 4,860 million dollars 
recommended for 1957 one year ago in the 1957 budget.

Expenditures for economic assistance are estimated at a moderately 
higher level in the fiscal year 1958 than in the current fiscal year, 
carrying on our help in the developm ent of the econom ic potential 
of less developed countries. M any of these countries have recently 
won their independence. Such development should add to the 
stability of their institutions, and tend to remove long-run causes of 
international friction. A  significant part of the expenditures for 
econom ic development will be in the form  of loans.

When the special message on mutual security is presented to the 
Congress, the mutual security appropriations recommended in this 
budget will be identified with specific activities, insofar as the kinds 
and amounts of assistance can be reasonably forecast. However, 
there are many changing situations in the world today and it is 
necessary to be able to meet these situations quickly and flexibly. 
The amount recommended for the econom ic portion of the M utual 
Security Program includes certain funds to be appropriated on this 
basis.

Middle East.— An important example of this type of changing 
situation was discussed in the recent message on the M iddle East. 
The message emphasized the importance of that area of the world 
and recommended policies designed to strengthen the countries of 
that area. Currently available funds can be used to meet 1957 
requirements. The recommended 1958 appropriations of 4,400 million

400000— 57--------in
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dollars for the total mutual security program include 200 million 
dollars to be available for discretionary use in the Middle East, in 
addition to the specific country programs for the area. In order 
to make most effective use of these funds, especially in relation to 
solving some of the current problems, it is essential that adequate 
flexibility be permitted in their use.

International investments and loans.— Loans b y  the E xport-im port 
Bank for developm ent projects and for assisting the export of United 
States goods are expected to continue at a high level in the com ing 
fiscal year.

The estimated increase since 1956 in expenditures of the Bank 
results both  from  the current rate of loans and from reduced esti
mates o f private participation in the Bank’s loans because o f attrac
tive alternative private investment opportunities in the United States. 
Despite rising collections o f the E xport-im port Bank from  loan 
repayments, the increase in expenditures is estimated to result in a 
change from  net receipts of 90 million dollars in the fiscal year 1956 
to net expenditures of 243 million dollars in 1958. While this budget 
proposes no increase in the Bank's presently available borrowing 
authority, it may later becom e necessary to request some increase in 
borrowing authority to meet future needs.

The International Monetary Fund will be the major source of funds 
to strengthen the reserve position of the United Kingdom at the pres
ent time. The Fund is an international organization to which the 
United States has made substantial amounts of capital available in 
the past. Therefore, a drawing on these funds does not appear as 
an expenditure in the budget now.

The Export-import Bank recently announced a line of credit 
against securities to the United Kingdom for the purchase of United 
States products.

The Government of the United Kingdom has also sought a waiver 
of the 81 million dollar interest payment that was due last month 
under the terms of the Anglo-American Financial Agreement of 1945 
and the related lend-lease and surplus property settlement. The 
exact applicability of the waiver provisions is now not clear. Since 
there have been changes in the conditions envisaged at the time the 
agreement was signed, recommendations will shortly be made to the 
Congress for appropriate modification of the present language of 
the Agreement so as to carry out the spirit of the original intention. 
This interest payment has been excluded from the estimates of 
receipts for the fiscal year 1957.

Foreign information and exchange activities.— The intensified world
wide ideological conflict emphasizes the importance of the role of 
both the Government and private organizations in exchanging infor
mation, persons, and ideas abroad. Overseas information services
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EXPEN DITU R ES F O R  FO R E IG N  IN F O R M A T IO N  AND E X C H A N G E

and cultural exchanges are designed to facilitate sympathetic under
standing of American life, culture, and institutions by  other peoples. 
Another m ajor role o f these programs is to demonstrate to the people 
of other nations the way in which American policies and objectives 
are in keeping with their own aspirations.

This budget recommends that expenditures in the fiscal year i958 
for the entire range of foreign information and exchange activities—  
including exchanges under the Fulbright and Sm ith-M undt legislation, 
and cultural and trade fair programs abroad— be increased b y  42 
million dollars over the 1957 estimate. This will permit extension of 
this work within the free world, especially in Asia and Africa, as well 
as providing more information to those peoples not yet free. E m 
phasis will be placed on person-to-person contacts on both official and 
unofficial levels.

Conduct oj foreign affairs.— The tasks of the Departm ent of State 
have been steadily extended, both in W ashington and in a growing 
number of overseas posts. The budget recommendations continue 
to strengthen the staff and facilities of the Department. Estimated 
expenditures in 1958 for the conduct o f foreign affairs, including 
buildings, are 194 million dollars, 40 million dollars more than in
1957.

COMMERCE AND HOUSING

The capital investment in several Federal programs for commerce 
and housing plays an important role in the continued growth of our 
economy. In the fiscal year 1958, the Government will (1) carry

400000— 57— — iv
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forward improvements in transportation services, (2) acquire facilities 
and equipment essential to provide better and more econom ical 
postal service, and (3) assist local communities to com plete an in
creasing number of projects to foster orderly com m unity develop
m ent and to rem ove slums. A t the same time, the Governm ent is 
taking steps to aid buyers of homes obtain a reasonable share of the 
savings which help to supply the credit necessary to maintain a 
satisfactory level of private housing construction.

Budget expenditures for commerce and housing programs, in the 
aggregate, are expected to decline from  2.3 billion dollars in the fiscal 
year 1957 to 1.7 billion dollars in 1958. Principal changes include 
the proposed adjustments in postal rates and other legislation 
designed to reduce the postal deficit and the anticipated reductions 
in temporary Government loans to finance mortgage purchases. 
Other expenditures will rise to help meet the demands of a growing 
econom y for transportation facilities, housing aids, and com m unity 
development.

Promotion of aviation.— Civil and m ilitary use of the Federal 
airways system continues to grow rapidly. The increasing number o f 
commercial, private, and military aircraft must be able to fly safely 
and on schedule. The military jet aircraft already in use and the jet 
airliners that will be operating b y  1960 create a whole new range of 
problems. The capacity of the air traffic control system must keep 
pace.

The comprehensive appraisal of emerging needs for aviation facilities 
announced in the budget message last year will be completed soon. 
This will set the broad outline for the Federal airways system of the 
future. In the meantime, we must install now the best available 
traffic control equipment and techniques to keep abreast of the 
growing demand.

The 413 million dollars of new obligational authority recom m ended 
for the Civil Aeronautics Administration for 1958 include 150 million 
dollars to procure and install airways facilities. These include radar 
installations, better communications, and airport approach lights. 
In addition, a supplemental appropriation of 26 million dollars will be 
requested in 1957 to cover the initial cost of integrating two existing 
short-range air navigational systems into a single system capable of 
meeting the navigational needs of all users of the airspace.

The recom m ended 1958 appropriations for the Civil Aeronautics 
Adm inistration include 195 million dollars to operate the Federal 
airways system and to maintain high safety standards in aircraft 
design and operation. The 1958 estimate is about 40 percent above 
the 1957 amount.
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C O M M E R C E  A N D  H O U SIN G

[Fiscal years. In millions]

Program or agency

Gross budget 
expenditures

Net budget 
expenditures

Recom
mended 
new ob

ligational 
authority 
for 1958

1956
actual

1957
esti
mate

1958
esti
mate

1956
actual

1957
esti
mate

1958
esti

mate

Promotion of aviation:
Civil Aeronautics Administration. _ . . . $148 $225 $333 $148 $225 $333 $413
Civil Aeronautics Board _ 33 39 45 33 39 45 52
National Advisory Committee for

Aeronautics______________  __________ 71 75 86 71 75 86 118
Provision of highways 1____________  - ___ 783 44 42 783 44 42 32
Promotion of water transportation:

Department of Commerce ___________ 247 232 222 219 204 194 259
Treasury Department._________________ 189 213 222 189 213 222 230
Panama Canq.l Company 105 89 83 12 2 5

Postal Service:
Present program_______________________ - 2,913 3,015 3, 284 463 459 642 651
Proposed legislation. _____________ 70 2 -584 .*.—584

Community development and facilities:
Urban Renewal Administration:

Present program______  _____ _____ _ 35 86 118 17 49 47 2
Proposed legislation.. _ _ __________ 250

Other...... .......... ......... . . ________ _________ 15 17 33 —13 14 29 12
Public housing programs........ ........... ............ 347 590 474 31 71 54 112
Other aids to housing:

Federal Housing Administration_____ 165 145 131 -2 5 -4 3 -8 3 36
Federal National Mortgage Associa

tion:
Present program_______________ . 452 1,052 968 —20 437 140
Proposed legislation________________ 100 100 600

College housing:
Present program____________________ 37 91 157 32 85 147
Proposed legislation____ ___________ 175

Veterans Administration___________ ____ 103 127 152 54 73 91
Department of Agriculture.......... .............. 1 28 43 1 28 43
Other............... ......... ......................................... 11 13 17 -2 2 -2 9 -3 0 10

Other aids to business :
Small Business Administration:

Present program................. ................... 36 84 10 26 68 - 8
Proposed legislation... ____________ 24 87 19 65 66

Area redevelopment (proposed legis
lation) .  _ _ _ ___ __ 10 10 53

Other____ _______ ______ _________________ 119 112 79 -1 0 9 -2 1 38 47
Regulation of commerce and finance____ 43 47 55 41 45 52 52
Disaster insurance, loans, and relief:

Present program_______ ______ ________ _ 48 48 72 43 39 63 14
Proposed legislation___________ _________ 2 11 1 10 12

Civil defense:
Present program.. . . .  _____________  . 57 76 91 56 71 85 130
Proposed legislation. 10 10 50

Total— . . — _ _ _____________________ 5,958 6, 574 6,904 2,028 2,269 1, 748 3 2, 791

1 In 1957 and 1958, Federal-aid highway expenditures are carried as trust fund transactions.
2 Reflects proposed postal rate adjustment of 654 million dollars offset in part by 70-million-dollar supple

mental appropriation for capital outlay.
3 Compares with new obligational authority of 4,526 million dollars in 1956 and 3,992 million dollars in 1957
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Grants to communities for airport construction and improvement 
will increase. To meet the need for an additional airport for the 
District of Columbia, a supplemental appropriation of 35 million 
dollars will be requested for the fiscal year 1957. Although the Con
gress has been studying alternative solutions, the proposal for a new 
airport at the Burke, Virginia, site still appears to be the best long
term solution to Washington’s airport needs.

The success of this country in military and civil aeronautics depends 
heavily on the research and development programs of the National 
Advisory Committee for Aeronautics. The recommended appropri
ations of 118 million dollars will enable the Committee to give further 
emphasis to basic research upon which the development of the aircraft 
of the future must depend. This amount will also permit the acqui
sition of new, highly specialized facilities for investigation of problems 
encountered under widely varying conditions of flight.

Estimated budget expenditures in the fiscal year 1958 for all Fed
eral aids to aviation, including the continuing subsidy payments by the 
Civil Aeronautics Board to certain airlines, will total 464 million 
dollars, 85 percent more than the amount spent in 1956.

Government aids to aviation confer substantial special benefits 
upon the users of the airspace. As the cost of providing these bene
fits rises, it becomes increasingly appropriate for the users to share 
with the general taxpayers in paying for them.

Highways.— Legislation enacted last year authorized the largest 
roadbuilding program in history. In accordance with this legisla
tion, expenditures for the Federal-aid highway programs of the 
Department of Commerce in 1957 and later years will be made from a 
separately financed highway trust fund. The receipts and expendi
tures of the trust fund are discussed later in this section.

Budget expenditures for highways are now limited to forest high
ways and other direct Federal construction. They are estimated at 
42 million dollars in the fiscal year 1958.

Promotion oj water transportation.— The worldwide shortage of 
modern oceangoing ships emphasizes the importance of the ship 
replacement program begun 2 years ago by the Department of Com
merce. M ost of the United States merchant fleet was built during 
World War II and should be replaced over the next 15 to 20 years. In 
order that construction may be scheduled on an orderly basis, the 
Department is entering into long-term contracts with subsidized ship 
operators for the replacement of their ships. It is also guaranteeing 
ship mortgages and using other incentives which do not require 
substantial expenditures of Federal funds to encourage construction 
of other new ships.
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As the next installment in the replacement program, the budget 
includes 120 million dollars in 1958 appropriations for ship construc
tion and for maritime research. The 1958 program would permit 
construction of a new sister ship for the superliner United States 
and several smaller ships. Construction will be well underway in 
1958 on the nuclear-powered merchant ship being built jointly b y  the 
Departm ent of Commerce and the A tom ic Energy Commission under 
previous appropriations.

Expenditures for ship construction will not increase substantially 
until the fiscal year 1959, primarily because of the long period required 
to get work underway. Other expenditures for water transportation 
are primarily for the Coast Guard and for ship operating subsidies.

Postal service.— Over the past few years the Post Office Departm ent 
has introduced m ajor economies in the processing and handling of 
mail. These economies, however, have only partially offset the rising 
costs resulting from  a larger mail volume, higher salaries, increased 
prices for supplies and equipment, and especially the extension of city 
delivery service to unprecedented numbers of new suburban residential 
developments. As a result, if present postal rates are not adjusted 
to cover costs, net expenditures of 642 million dollars will be required 
in the fiscal year 1958 to make up for insufficient postal receipts.

The adjustments in rates recommended in this budget are designed 
to increase postal revenues b y  654 million dollars in the fiscal year 
1958. I f  this recommendation is approved by  the Congress, a supple
mental appropriation, tentatively estimated at 70 million dollars, 
will be proposed to permit investment in equipment and facilities 
necessary for more efficient handling of the ever-increasing volume of 
mail. The budget figures reflect these recommendations. Also, the 
Post Office Departm ent should be specifically reimbursed for the 
cost— estimated at 28 million dollars in 1958— of services it is required 
b y  law or international agreement to perform free or at reduced rates 
for nonprofit associations and other special groups.

Oommunity development and facilities.— The first slum clearance 
project under legislation enacted in 1949 was brought to a close last 
spring, and an estimated 40 more projects will be com pleted b y  the 
end of 1958. M ore important, by  that time 285 projects will be in 
process of actual clearance and redevelopment, and plans will be under
w ay for 246 more— many of these in smaller cities. In addition to the 
extensive private investment in redeveloped areas, these 572 projects 
will ultim ately involve total costs o f more than 2.5 billion dollars, o f 
which Federal capital grants will provide an estimated 1.2 billion 
dollars.

T o underwrite the Federal share of the cost o f this program, legis
lation is recommended to provide iiew obligational authority o f 250
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million dollars a year for 2 years. Budget expenditures in 1958 are 
estimated at 47 million dollars and will gradually increase in later 
years.

Public housing 'programs.— The Housing A ct of 1956 authorized the 
Public Housing Administration to contract with local public agencies 
for construction and operation o f 70,000 additional units of low-rent 
public housing, at the rate of 35,000 new units a year. These units 
will be particularly helpful in meeting the needs of low-incom e 
families displaced as more urban renewal sites are cleared.

M any small communities which need low-rent public housing units 
have unnecessary difficulty in qualifying for Federal aid because o f the 
requirement for a workable program to eliminate or prevent slum 
conditions in their areas. Since the benefits to be obtained in small 
communities from  this requirement do not justify the burdens and 
expense involved, such communities should be exempted from  it.

B y  the end of the fiscal year 1958, the Public Housing Adm inistra
tion expects to dispose of all remaining war and emergency housing 
units from  an inventory that originally exceeded 900,000 such units. 
In addition, a substantial start will have been made in sales o f housing 
units and commercial properties in the Governm ent-owned com 
munities of Oak Ridge, Tennessee, and Richland, W ashington.

College housing.— Rising college enrollments, plus the attractiveness 
of a very low statutory interest rate on Federal loans, have caused 
sharp increases in applications for loans for college dormitories and 
related facilities. T o  continue the present com m itm ent level o f 250 
million dollars a year, additional borrowing authority of 175 million 
dollars is requested for the fiscal year 1958. Also, a more realistic 
formula for interest rates on these loans should be provided in 
legislation. This formula should be based on current Treasury 
borrowing costs for comparable maturities.

Aids to private housing.— The Governm ent encourages private hous
ing primarily through insurance of mortgages b y  the Federal Housing 
Adm inistration and guaranties of loans by  the Veterans Adm inistra
tion. Increased demands for credit for other purposes last year made 
these insured and guaranteed mortgages unattractive to m any private 
lenders at the maximum interest rates then permitted. As a result, 
m any potential buyers were unable to borrow for the purchase of 
homes, and as the demand fell off, builders curtailed the number of 
new homes begun. T o bring interest rates on insured mortgages into 
line with market rates of interest, the Federal Housing Adm inistration 
has permitted adjustments in all rates which were not already at their
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statutory ceilings. Legislation is recommended to permit similar 
interest rates on loans guaranteed b y  the Veterans Administration, 
so that more veterans m ay obtain these loans.

Private lenders cooperating with the Housing and Hom e Finance 
A gency under the voluntary home tnortgage credit program have 
provided insured or guaranteed loans for m any veterans and other 
hom e buyers living in remote areas as well as for members of minority 
groups otherwise unable to obtain private credit. This program 
should be extended for 3 years beyond the present expiration date of 
June 30, 1957.

The Veterans Administration makes direct housing loans to veterans 
in areas where credit is hard to obtain. Adjustm ent of interest rates 
on guaranteed loans and extension of the voluntary home mortgage 
credit program should make the funds now available adequate for the 
direct loan program. Legislation is also proposed to adjust the 
interest rate on direct loans so as to keep it the same as on guaranteed 
loans, in conform ity with past practice.

The direct loan program for all veterans and the guaranty program 
for W orld W ar I I  veterans expire in July 1958. T o  help make ade
quate mortgage funds available at that time, additional authority 
m ay be needed to permit the Federal Housing Administration to 
liberalize the terms under which it insures mortgages for veterans and 
nonveterans alike.

Federal National Mortgage Association.— Under its secondary market 
functions, the Federal National M ortgage Association purchases both 
insured and guaranteed mortgages at prevailing market prices. 
Adjustm ents in interest rates on these mortgages should encourage 
private lenders to reenter this market, thus reducing the volume of 
mortgages offered to the Association. However, as a result of the 
substantial purchases made over the past several months, the effective 
borrowing authority of the Association will be fully com m itted before 
the close of the fiscal year 1957.

T o  enable the Association to continue making available a reasonable 
minimum of mortgage funds, new obligational authority in two forms 
should be provided by  legislation early in the present session of the 
Congress. First, the Government should be authorized to buy an 
additional 100 million dollars of preferred stock of the Association. 
This will allow the Association to obtain up to an additional 1 billion 
dollars privately, through the sale of nonguaranteed debentures to pri
vate investors. Second, the Association should be authorized to 
borrow an additional 700 million dollars from the Treasury. One-half 
o f this borrowing authority should be made available in the fiscal year
1957, and the remaining half in 1958. I f  the Congress provides ade
quate authority to draw temporarily on the Treasury when necessary, 
it should be possible to finance privately the bulk of the secondary
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market operations in 1958. Budget expenditures for such temporary 
Treasury loans are estimated at 203 million dollars in the fiscal year
1958.

In  other operations of the Association, substantial commitments are 
anticipated in both  1957 and 1958 to purchase mortgages insured under 
the urban renewal, military family, elderly family, and other specially 
designated housing programs. Additional legislation to authorize new 
purchases amounting to 250 million dollars, including 50 million dollars 
for cooperative housing, is recommended for the fiscal year 1958.

Other aids to business.— The Small Business Administration has 
been providing effective assistance to help small concerns obtain 
adequate financing and a fair share of Government contracts. Because 
of the difficulties m any small businesses encounter in obtaining ade
quate bank credit in a money market subject to heavy com peting 
demands, applications for loans have been increasing. Available funds 
will shortly be exhausted, and additional appropriations of 45 million 
dollars in 1957 and 66 million dollars in 1958 are requested. These 
figures assume extension of the basic legislation for the Small Business 
Administration which expires on June 30, 1957.

The fees of the Patent Office in the Department of Commerce 
should be adjusted to make the Office more nearly self-supporting. 
Under an 8-year program initiated last year, substantial progress is 
now being made to reduce the backlog of pending patent applications.

Area redevelopment— proposed legislation.— Despite continuing high 
levels of employment and income, pockets o f unemployment persist 
in several areas. Legislation is again recommended to authorize the 
Secretary of Commerce, with the assistance o f other appropriate 
agencies, to provide loans and other aids to communities which seem 
to be in chronic economic distress. This aid will help those com 
munities in attempting to solve their basic problems.

Disaster insurance, loans, and relief.— The experimental program for 
Federal insurance against flood losses, which was recommended and 
enacted last year, will soon be underway. A  supplemental appro
priation of 100 million dollars is recommended for this fiscal year to 
finance initial operations. An additional appropriation of 4 million 
dollars for administrative expenses is recommended for 1958.

The 1958 recommendations also include 12 million dollars under 
proposed legislation for disaster loans by the Small Business Adm in
istration.

Civil defense.—For budget classification purposes, expenditures for 
civil defense are grouped with those for peacetime disasters, The
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civil defense program was discussed, however, in the major national 
security section of this analysis.

Highway and housing trust funds.— Under legislation enacted last 
year, the Federal share of the new highway program will be financed 
from proceeds of certain excises on motor fuels, tires, and vehicles. 
These receipts are deposited in a highway trust fund.

The legislation authorized Federal grants averaging about 2 billion 
dollars a year for a 13-year period to cover 90 percent of the cost of 
com pleting the Interstate H ighway System— an integrated network 
of efficient and safe roads linking m ajor centers of population and 
industry. Increased grants amounting to 875 million dollars for the 
fiscal year 1958 were also provided for primary, secondary, and urban 
highways not in the Interstate Highway System. Prudent planning 
is continuing in cooperation with the States in order to assure maxi
mum value for each dollar spent.

F E D E R A L - A I D  H I G H W A Y  P R O G R A M

Expenditures from the trust fund in the fiscal year 1958 for 
Federal-aid highways are estimated at 1.7 billion dollars and are 
expected to rise gradually in later years to nearly 3 billion dollars 
annually. The excess of receipts over expenditures in the early years 
will accumulate in the trust fund for later use. Balances in the fund 
are expected to reach 770 million dollars by  the close of the fiscal 
year 1958.

The privately financed mortgage purchases under the secondary 
market functions of the Federal National M ortgage Association are
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trust rather than budget expenditures. They are estimated at 500 
million dollars in 1958. Tem porary borrowing from  the Treasury 
and preferred stock investment by  the Treasury, amounting together 
to 705 million dollars in 1957 and 203 million dollars in 1958, are 
included in budget expenditures.

C O M M E R C E  A N D  H O U SIN G  T R U S T  F U N D S  

(Under existing and proposed legislation)

[Fiscal years. In millions]

Fund and item 1956
actual

1957
estimate

1958
estimate

Highway trust fund:
Balance in fund at start of y e a r ...,............................ ............. . $390

Receipts:
Excise taxes transferred from general receipts................ ........... $1, 539 

2
2,173

12Interest..................................................... ............................................... ..
Payments (—):

Grants, including administration.................................................... -1 ,1 5 0 -1 ,6 9 0  
-1 1 6Refunds of taxes. .................................................................... ...............

Net accumulation........................................... ............................... 390 379

Balance in fund at close of year............. .................................................. 390 770

Federal National Mortgage Association (secondary market opera
tions) :

Treasury loans and preferred stock purchases, net_______________ $94 705 203
Sales of common stock______________________ _____ ______ __________ 7 14 10
Net operating income and other......... ..................... ................ ............... 4 14 13
Net purchases of mortgages (—) . .................. ................. .......... ............... -217 -1 ,0 0 5 -7 2 6

Net trust expenditures ( —) _______________________ _____________ -1 1 2 -2 7 2 -5 0 0

AGRICULTURE AND AGRICULTURAL RESOURCES

Agriculture is confronted with serious adjustment problems that 
stem from  international as well as domestic agricultural developm ents. 
Technological advances in agriculture b y  other nations are resulting 
in increased production which in m any instances has restricted United 
States export markets. These problems are further com plicated by  
our own improved capacity to produce as well as b y  the large agri
cultural inventories held b y  the Com m odity Credit Corporation.

The agricultural programs of the Federal Governm ent are designed 
to meet these problems and to foster long-run im provem ents and 
adjustments in the N ation ’s farm econom y. The soil bank legislation 
enacted last year is helping to curtail crop production and support 
farm incom e; it also facilitates the shifting of cropland to uses more 
consistent with long-term conservation objectives. Other Federal 
programs are helping to m ove large quantities o f food  and other farm 
products into consumption at home and abroad. Research programs
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have been enlarged to find ways to reduce marketing and production 
costs and to develop new industrial uses and other permanent market 
outlets for our farm products. Educational and credit services have 
been expanded to help farmers take advantage of the results of re
search, and special attention is being given in the rural development 
program to low-incom e farmers.

A G R IC U L T U R E  A N D  A G R IC U L T U R A L  R ESO U R C ES

[Fiscal years. In millions]

Program or agency

Gross budget 
expenditures

Net budget 
expenditures

Recom
mended 

new obli
gational 

authority 
for 1958

1956
actual

1957
esti

mate

1958
esti

mate

1956
actual

1957
esti

mate

1958
esti

mate

Stabilization of farm prices and farm
income:

Price support, supply and purchase
programs (C C C )______ _____________ $5, 639 $5, 482 $4,961 $3, 554 $1, 889 $1,950 $1, 877

Soil bank (excluding conservation
practice payments).......... ..................... 4 1,012 1,023 4 1,012 1,023 984

International Wheat Agreement_____ 92 100 111 92 100 111 93
National Wool Act................................. 2 66 95 2 64 60 35
Removal of surplus agricultural

commodities________________________ 179 245 245 179 245 245 219
Federal crop insurance— ........... ........... 33 39 36 10 14 7 7
Sugar Act_____________________________ 65 67 74 65 67 74 72
Acreage allotments and marketing

quotas____________ __________________ 39 41 43 39 41 43 43
Financing rural electrification and rural

telephones 1____ _____ ________  ______ 217 234 265 217 234 265 249
Financing farm ownership and operation:

Farm Credit Administration_______ . 1,991 1,101 3 43 —45 — 5 2
Farmers’ Home Administration:1

Present program................. ........... 188 263 282 185 260 278 275
Proposed legislation______________ 16 16 25

Disaster loans and emergency feed___ 90 91 55 3 (2) —18 ____ _ ____
Conservation of agricultural land and

water resources:
Agricultural conservation and Great

Plains programs_______  ___ ___ 222 250 254 222 250 254 257
Soil bank (conservation practice pay

ments)________________________ _____ 236 270 236 270 270
Soil Conservation Service, water

shed protection, and other. 83 93 111 83 93 111 113
Research and other agricultural services - 215 241 280 215 241 280 270

Total_____ ___________________________ 9,060 9, 560 8,123 4,913 4, 701 4,965 3 4, 792

1 Net expenditures for the Farmers’ Home Administration and for rural electrification and telephone 
loans do not reflect loan collections, since these collections go directly into miscellaneous receipts of the 
Treasury. In 1958 these collections are estimated at 157 million dollars and 95 million dollars respectively.

2 Less than one-half million dollars.
3 Compares with new obligational authority of 3,310 million dollars in 1956 and 5,096 million dollars in 

1957.

Stabilization of farm prices and farm income.— N et price support 
expenditures of the Com m odity Credit Corporation are expected to be 
about the same in the fiscal year 1958 as in the current year but sub-
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stantially below  the amount spent in 1956. H owever, the decrease 
from  1956 is more than offset b y  increases in expenditures for the soil 
bank and other agricultural programs.

In  the fiscal year 1956, retirement of all outstanding certificates of 
interest used in financing previous price support loans, and curtailed 
purchases of United States cotton b y  foreign buyers in anticipation 
o f more favorable prices, contributed to the high net price support 
expenditures in that year.

In  the fiscal year 1957, no funds will be required for the redemption 
of certificates of interest. In addition, increased sales of farm com 
modities abroad, particularly cotton, are expected to decrease net 
budget expenditures for price supports still further.

In  the fiscal year 1958, exports of price supported com m odities are 
expected to be less than in 1957. This factor, which tends to in
crease net price support expenditures, will be partially offset b y  the 
initial effects of crop acreage reductions under the soil bank. The 
full effects of the soil bank on price support expenditures will com e in 
later years.

Under the acreage reserve program o f the soil bank, farmers are 
com pensated for loss o f net income resulting from  their voluntary 
withdrawal o f land from crop production. Under the conservation 
reserve program of the soil bank, they receive rent for other cropland 
placed in cover crops and reforestation and also receive paym ents to 
cover part of the cost of carrying out certain conservation practices. 
Expenditures for both programs are estimated to total 1.3 billion 
dollars in 1958, somewhat more than in 1957.

N E T  E X P E N D I T U R E S  F O R  A G R I C U L T U R A L  P R O G R A M S

$ Billion*

Fiscal Year? —- Estimate—— ,
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Under title I of the Agricultural Trade Developm ent and Assistance 
A ct of 1954 (P. L. 480), substantial quantities of farm products have 
been disposed of abroad in return for foreign currencies. This title 
expires on June 30, 1957. It should be extended for 1 year and the 
present legal limit of 3 billion dollars on the permissible loss under this 
program should be increased b y  1 billion dollars. Extension for 
a 1-year period will enable the Congress to consider alternative meas
ures that will contribute to a continued development of normal export 
markets.

The new obligational authority recommended for the fiscal year 
1958 for price support, supply, and purchase programs of the Com 
m odity Credit Corporation is made up of (1) 1,240 million dollars to 
restore the capital impairment of the Corporation experienced in 1956, 
mainly from  price-support losses, and (2) 637 million dollars to reim
burse the Corporation for costs and losses incurred in 1956 under title 
I of the Agricultural Trade Developm ent and Assistance Act.

Rural electrification j rural telephones, and farm credit.— This budget 
continues strong support for the rural electrification and rural tele
phone programs. It  provides for new electrification loans totaling 
185 million dollars and new telephone loans totaling 80 million dollars 
in the fiscal year 1958, the same amount of loan approvals as antici
pated in 1957. Disbursements on loans and administrative expenses 
are expected to result in budget expenditures of 265 million dollars in
1958, which is 31 million dollars more than in 1957 and 48 million 
dollars more than in 1956.

Budget expenditures for the credit programs of the Farmers’ 
H om e Administration, exclusive of farm housing loans which are 
included in the commerce and housing section of this analysis of the 
budget, are estimated at 294 million dollars in the fiscal year 1958. 
The substantial rise of 109 million dollars in estimated annual expendi
tures since 1956 reflects in part the legislation enacted last year 
expanding the scope of this agency’s authority to refinance farm debts 
and to make loans to farmers whose farms are smaller than fam ily size. 
The increase results also from  the operating loans estimated to be 
made in designated counties as a part of the rural development 
program and from  the additional credit needs of farmers suffering from  
continued drought and other econom ic disasters.

In  connection with the loan program of the Farmers’ H om e A d
ministration, legislation will be proposed to m odify the present for
mula for the distribution of loan funds among States and Territories. 
The budget also provides for some increase in the authority to appro
priate for loans under title I of the Bankhead-Jones Farm Tenant A ct.

In accordance with the proposals of the Hoover Commission, legis
lation will be recommended to liquidate the Agricultural Marketing
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Act revolving fund by transferring its assets to the Treasury. As of 
June 30, 1956, this fund had assets of 186 million dollars, consisting 
of 150 million dollars of the capital stock of the central and regional 
banks for cooperatives and 36 million dollars of balances with the 
Treasury.

Agricultural land and water resources.—A substantial increase in 
budget expenditures for the conservation and development of land 
and water resources is provided for in this budget. Cost-sharing 
payments for conservation practices under the soil bank, which were 
begun in the current fiscal year, are a major addition to the previous 
level of conservation expenditures.

Under the Great Plains conservation program, which was author
ized by legislation enacted last year, long-term contracts will be 
entered into with farmers whereby they agree to carry out specified 
soil management and land-use practices. The budget provides for 
20 million dollars of new obligational authority for the Great Plains 
conservation program in 1958.

Spending under the program authorized by the Watershed Protec
tion and Flood Prevention Act is estimated to increase in 1958. 
Funds are provided in the budget for the continuing cost of some 83 
projects underway in 1957 and for the Federal share of first-year costs 
on approximately 80 additional projects expected to be started by local 
groups in 1958.

Research and other agricultural services.— The expansion of research 
and educational programs of the Department of Agriculture, which 
was undertaken at the beginning of this administration, will be con
tinued under this budget. Efficiency in agricultural production, 
development of new industrial uses for farm products, and expansion 
of markets for farm commodities will continue to be emphasized in 
order to advance the long-run interests of both farmers and consumers.

As a part of the rural development program, specialized research, 
technical assistance, and credit will be provided to assist State and local 
groups to develop and improve economic opportunities in rural areas 
with low average family income. The Federal Government and 
States and local groups are now working jointly in designated pilot 
counties.

Federal intermediate credit banks trust fund.—In accordance with the 
Farm Credit Act of 1956, the production credit corporations were 
merged into the Federal intermediate credit banks as of January 1,
1957, and provision was made for the retirement of the Government’s* 
capital in the banks and for their eventual ownership by the produc
tion credit associations. Because of this change in financial struc-
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ture, the transactions of the banks are being carried as trust fund 
expenditures starting January 1, 1957.

In the fiscal year 1958, the total loans and other outlays of these 
banks are estimated at 2,201 million dollars; total collections, prin
cipally from loan repayments, at 2,159 million dollars; the resulting 
net outlay of the trust fund is an estimated 42 million dollars.

At the time the Farm Credit Act of 1956 was approved last year, 
the lack of adequate protection of the Government’s interest in the 
surplus of the intermediate credit banks was pointed out. The 
Government’s interest should be protected, even though the prospect 
of dissolution or liquidation of any bank is remote.

NATURAL RESOURCES

The development and conservation of the resources of America are 
vital to the present and future strength of the Nation. They must be 
a concern not only of the Federal Government, but of everyone. 
Individual enterprise and State and local participation are essential 
to effective development of the Nation’s soils and forests, water, 
minerals, fuels, and fisheries.

Federal budget expenditures for natural resources in the fiscal year 
1958 are estimated at 1.5 billion dollars, 167 million dollars more 
than in 1957. In addition to their general economic value, many of 
the resource development programs produce substantial revenues for 
the Government.

The policies enunciated in the budget message with respect to the 
present active competition for labor, materials, and equipment in the 
construction industry and to the rate of Federal construction expendi
tures are especially applicable to natural resource programs.

Land and water resources.—The Presidential Advisory Committee 
on Water Resources Policy has recommended national policies and 
improved administrative organization to bring about the best use of 
water resources. This budget provides for certain of these recom
mendations which can be achieved by budgetary action. Important 
among these is expansion of the collection of basic data needed for 
planning water resource developments. Legislative proposals to carry 
out other recommendations of the Committee will be transmitted to 
the Congress as developed.

The Corps of Engineers and the Bureau of Reclamation will con
tinue construction on 299 going projects for flood control, navigation, 
irrigation, water supply, and power. Construction of 38 of these 
projects will be completed in 1958.

This budget provides for starting construction on certain new 
projects which are now authorized. It is recommended that the 
Bureau of Reclamation start 6 irrigation and water-supply projects,
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and the Corps of Engineers start 7 navigation projects, 13 flood- 
protection projects, 3 flood-control reservoirs, and a powerplant at 
an existing installation, as well as some small projects to be selected 
by the Secretary of the Army. Advance planning on these new 
projects has reached the stage where the design and scope of the 
major structure have been clearly determined and a sound estimate 
of cost has been prepared. First-year expenditures for these new 
starts are estimated at 12 million dollars. The total estimated cost 
to complete these projects is 300 million dollars.

N A T U R A L  R ESO U R C ES

[F iscal year s. In millions]

Program or agency

Budget expenditures Recom
mended new 
obligational 

authority 
for 1958

1956
actual

1957
estimate

1958
estimate

Gross budget expenditures:
Land and water resources:

Corps of Engineers, civil functions:
Present program-------------------------------------------------- $534 $600 $654 $647
Proposed legislation:

Partnership projects.____ _________________ 5 10
Advance planning..................... ......................... .. 1 1

Department of the Interior:
Bureau of Reclamation:

Present program....... ............. ......................... . 163 176 202 203
Proposed legislation:

Fryingpan-Arkansas project..................... 1 2
Small reclamation projects____________ _ 4 5

Power marketing agencies_____ ______ __________ 42 42 44 49
Indian lands resources___________________ _____ 43 47 52 55
Public domain (Bureau of Land Management)

and other_______________ __________  __________ 20 26 29 31
St. Lawrence Seaway Development Corporation:

Present program.- _________ __________ _______ 9 48 49
Proposed legislation____ ___________ _____________ 35

Tennessee Valley Authority:
Present program_________________________________ 236 262 307 15
Proposed legislation. _________ 3 30

Department of State______________ __ ___________  . . 3 7 5 4
Federal Power Commission__________________ ____ 5 5 6 6

Forest resources____ _____ ________________________________ 138 163 186 186
Fish and wildlife resources______________________________ 45 65 63 62
Recreational resources_______  _____________ _______ _____ 44 76 76 80
Mineral resources_________________________ _____ ________ _ 43 94 104 89
General resource surveys and other____________________ 35 39 47 49

Total . ___________  _______________________________ 1,361 1,649 1,836 * 1,559
Deduct applicable receipts:

Land and water resources:
Department of the Interior ._ . _ .  . _______ 5 4 5
St. Lawrence Seaway Development Corporation___ 1 9 3
Tennessee Valley Authority 246 258 282

Fish and wildlife resources (3) 2
Mineral resources_________ ________ _ _____________  .. 5 6 6

Net budget expenditures_____ ___________ ____ __________ 1,104 1,371 1,538

i Compares with new obligational authority of 1,213 million dollars in 1956 and 1,391 million dollars in 1957.
1 Less than one-half million dollars.
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Recom m endations for related watershed and flood prevention 
activities of the Departm ent of Agriculture were discussed in the 
section on agriculture and agricultural resources.

Work is underway on the comprehensive Upper Colorado River 
Basin development which the Congress authorized during the past 
session. Legislation is still needed, however, to permit the Frying- 
pan-Arkansas multiple-purpose project to proceed. Appropriations 
which will enable the Bureau of Reclamation to initiate this construc
tion are included under proposed legislation for 1958.

This budget also includes 10 million dollars under proposed legisla
tion to enable the Corps of Engineers to participate in 1958 with States, 
local governments, and private groups in the development o f partner
ship water resources projects, such as the Bruces E ddy Reservoir in 
Idaho and the Oroville Reservoir in California, neither of which has 
yet been authorized. Also, where feasible and in the public interest, 
non-Federal interests will be encouraged to participate with the Fed
eral Government in certain previously authorized projects now in 
various stages of planning or construction. Similar partnership ar
rangements are being considered by  the Bureau of Reclamation.

In previous years this administration has recommended legislation 
to provide that the Federal Government make payments to owners 
of non-Federal water resources projects when Federal hydroelectric 
power developments benefit from these projects. In simple equity, 
the Government should pay for such benefits in the same way that 
licensees must pay for the benefits they derive from  Federal or other 
projects. The Federal Power A ct should be amended during this 
session to provide for such Federal payments.

The Small Reclamation Projects Act of 1956 is a step forward in 
Federal, State, and local cooperation. Appropriations to permit the 
Bureau of Reclamation to proceed with the program will be requested 
as soon as the basic legislation is amended to correct deficiencies with 
respect to the responsibility for approval of project proposals by the 
executive branch, which were pointed out at the time the legislation 
was approved.

To assure efficient use of resources and to safeguard the public 
investment, the 1958 budget includes funds for the Bureau of Reclama
tion and the Corps of Engineers to make general investigations and to 
prepare project designs that are needed prior to construction of water 
resources projects. Also, an appropriation of 1 million dollars is in
cluded under proposed legislation to permit immediate initiation of 
planning of the most urgently needed projects expected to be author
ized in river and harbor and flood-control legislation early in this 
session of the Congress. Presidential approval of the measure enacted 
during the last session was withheld primarily because many of the
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projects included had not been reviewed in accordance with estab
lished procedures.

As a further step in coping with the growing water scarcity, increased 
appropriations are recommended in the fiscal year 1958 for research 
and pilot-plant operations for converting saline water to fresh water 
for municipal, industrial, and agricultural uses. This research is 
undertaken by the Department of the Interior in cooperation with 
other public and private groups.

Construction of the St. Lawrence Seaway will go forward in the 
fiscal year 1958. To meet increased construction costs and provide for 
additional dredging work not originally contemplated, 35 million dol
lars of additional borrowing authority is recommended for 1958 under 
proposed legislation.

The Tennessee Valley Authority will continue construction in the 
fiscal year 1958 of the Wilson Lock started in 1957. Work on 7 
steam-electric generating units at present plants was started in the 
fiscal years 1956 and 1957 with proceeds from the sale of power, as 
approved by the last Congress, and will be continued in 1958. Based 
on the best information now available, it appears that additional 
generating capacity will be needed to meet TVA power requirements 
by the end of the calendar year 1960. Legislation is recommended to 
authorize the TVA, subject to regular budgetary review, to finance 
new generating facilities by the sale of revenue bonds. After the 
Congress has acted upon this legislative proposal, the power require
ments of the TVA will be reexamined. Pending this re-examination, 
an authorization of 30 million dollars for construction of a new unit of 
about 180,000 kilowatts at an existing steam plant is included in the 
budget under proposed revenue-bond legislation to meet power needs 
of the area.

Forest, fish and wildlife, and recreational resources.—This budget 
provides funds to increase soil-conservation work on the lands in the 
national forests, in the public domain under the Bureau of Land 
Management, in the national parks and wildlife refuges, and on Indian 
lands held in trust by the Government. The budget also provides 
for forestry research and reforestation, for leasing of mineral and 
grazing lands, and for necessary construction of schools for Indians. 
Consistent with the needs for expanded timber sales, provision is 
made for access roads.

Provision is made for carrying forward the 10-year development and 
improvement program of the National Park Service. This program is 
designed to provide the necessary facilities and personnel to accom
modate an estimated 80 million visitors to the national parks in 1966.
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N A T I O N A L  P A R K  S E R V I C E  P R O G R A M

National forests also offer recreational opportunities for many mil
lions of our citizens. The 1958 budget provides for an enlarged pro
gram to develop and improve campgrounds, picnic areas, and sanitation 
and other facilities to accommodate the recreational users of these 
forests.

A reorganization of the Federal programs for fish and wildlife 
resources has been effected in accordance with legislation enacted by 
the last Congress. To assist commercial fisheries in improving their 
competitive position, expenditures for fishery research will be in
creased in the fiscal years 1957 and 1958. It is estimated that loans 
of 12 million dollars over the 2-year period will be made from the 
newly established fisheries loan fund, and a program of vocational 
education grants for training fishery technicians will be inaugurated 
in 1958.

Our sport fishery and wildlife resources make a substantial contri
bution to meeting the recreational needs of our citizens. A study is 
underway to determine future needs for fish and wildlife programs.

Mineral resources.—The Secretary of the Interior is developing a 
minerals program to meet the long-range needs of the Nation, now 
that the defense minerals programs are nearing completion. In the 
meantime, a program authorized in the past session of the Congress 
will provide 91 million dollars of assistance to segments of the mining 
industry in adjusting from defense needs to normal market conditions. 
The Geological Survey and the Bureau of Mines will also continue
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their activities in support of exploration for new deposits, development 
of improved mining techniques, and effective utilization of mineral 
resources.

LABOR AND WELFARE

The objective of the Government’s labor and welfare programs is to 
further the well-being of the people by increasing individual oppor
tunity, fostering self-reliance, and providing safeguards against 
economic hazards. These programs aid education and science, im
prove health, facilitate employment and increase labor productivity, 
while aiding the aged, disabled, and dependent to enjoy life free from 
want for its necessities.

Budget expenditures in the fiscal year 1958 for labor and welfare 
programs are estimated at 3.5 billion dollars. In addition, estimated 
benefit payments of more than 10 billion dollars will be paid by the 
Federal social insurance and retirement trust funds.

Primary reliance has been placed upon the States and local com
munities to organize and operate labor and welfare services, while the 
Federal Government has furnished financial and technical support. 
Four-fifths of the 3.5 billion dollars of estimated budget expenditures 
for labor and welfare services in 1958 is for grants-in-aid to State and 
local governments.

As science lengthens the span of life and the average age of the 
population increases, the problems of older people—there are now 
15 million past the age of 65—assume increasing significance. The

E X P E N D I T U R E S  F O R  L A B O R  A N D  W E L F A R E
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Federal Government's participation in activities that benefit older 
citizens is extensive. Payments for old-age and railroad retirement 
benefits (paid from  trust funds and not included in budget expendi
tures), and veterans’ pensions and public assistance grants for the 
aged are estimated to total more than 8 billion dollars in 1958. In 
addition, other special activities in health research, employment 
assistance, housing, and veterans’ services benefit our aged citizens.

Last M arch a Federal Council on Aging was established to coordi
nate Federal activities, to im prove working relationships with the 
States in this field, and to devise better means for meeting the needs 
o f the aged. In this com ing year the Federal Government will pro
vide leadership in a cooperative effort with business, private organiza
tions, and State and local governments to enlarge the employment 
opportunities which m any o f our older citizens need and want. The 
Departm ent o f Labor will continue its program to rem ove barriers to 
em ploym ent of older workers, and State employment security agencies 
will give increased attention to employment opportunities for such 
workers. This budget also provides greater emphasis on health 
services to older persons.

The President’s Council on Y outh  Fitness, o f which the Vice Presi
dent is chairman, was established in July to prom ote and coordinate 
the numerous Federal activities in the field o f physical and general 
youth fitness and to work with State, local, and private groups in this 
field.

Promotion oj education.— Since the W hite House Conference on 
Education was held a year ago, the States and communities have made 
greater efforts to overcom e their educational problems. Sixty-nine 
thousand classrooms, 10 percent more than last year, are expected 
to be built in the school year 1956-57. The number o f teachers and 
their average salaries have also been increasing. Despite these gains, 
growing enrollments are straining the financial capacities o f school 
districts in m any areas of the country. Today, 31.5 million children 
crowd the public schools beyond their normal capacity and enroll
ments are increasing by  well over 1 million per year.

Legislation is recommended to complete in 4 years the general school 
construction assistance program which was proposed as a 5-year 
program last year. This budget includes new obligational authority 
of 451 million dollars for the first year under this proposed legislation.
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L A B O R  A N D  W E L F A R E

[Fiscal years. In millions]

Budget expenditures1 Recom
mended new

Program or agency
1956

actual
1957

estimate
1958

estimate

obligational 
authority 

for 1958

Promotion of education:
Office of Education:

School construction—general aid (proposed legislar
tion)____________  __________________________________ $185 $451

Assistance for school construction in federally af
fected areas ______________________________________ $95 $68 105 42

Assistance for maintenance and operation of schools
in federally affected areas......................... ...................... 86 106 125 127

Vocational education___________________ _______ _____ 33 39 41 41
Other:

Present program_________________________________ 9 11 12 13
Proposed legislation__________ _________  _______ 2 2

Department of the Interior and other___________________ 52 58 63 64
Labor and manpower:

Unemployment compensation and employment serv
ice:

Grants to States (Department of Labor)___________ 231 238 257 270
Payment to unemployment trust fund (Treasury

Department)_________ _______________ _____________ 168 62 53 53
Other:

Present program. ________________ _______ ______ _ 76 81 88 88
Proposed legislation____ _______ __________ _________ _ 3 3

Promotion of public health:
National Institutes of Health—.............. ....................... .......... 99 173 211 220
Hospital construction grants. .................................. ............ 56 83 100 121
Grants for construction of waste treatment facilities____ 7 62 50
Other:

Present program.. _ ...................... ............................... . 197 238 231 227
Proposed legislation.................................................... ....... 3 15

General-purpose research, libraries, and museums:
National Science Foundation:

Regular program.................................................................... 15 36 50 65
International Geophysical Year . .  . .  ______ 5 21 10

Department of Commerce (Census Bureau and Bureau
of Standards) - ........................................ .................................. 27 23 28 29

Libraries and museums. ____________ __________________ 13 18 22 21
Correctional and penal institutions_________ ______ ________ 31 33 35 42
Other welfare services:

School lunch program____ ________ _______ ________ _____ _ 83 100 100 100
Vocational rehabilitation....................... ................. ................. 36 44 51 51
Other:

Present program_________ _________ ________ _________ 7 8 12 11
Proposed legislation for health, education, and

welfare________  __ __ __ __ _______ 5 9
Public assistance________ _______ _________ ________ ______ 1,457 1,584 1,684 1,684

Total ................................................ ............................... .......... 2,776 3,032 3, 538 2 3, 799

1 After deducting applicable receipts—primarily Mexican farm labor supply fund (part of other labor and 
manpower programs) of 2 million dollars in 1956, 3 million dollars in 1957, and 4 million dollars in 1958.

2 Compares with new obligational authority of 2,860 million dollars in 1956 and 3,196 million dollars in 
1957.
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Last April the President’s Committee on Education Beyond the 
High School was appointed to consider problems created by the 
record enrollments in colleges and universities. The budget antici
pates a supplemental appropriation for the fiscal year 1957 to finance 
the State and regional conferences which the Committee plans to hold 
before it prepares its final report. It also provides in 1958 for assist
ance under proposed new legislation to encourage States to undertake 
specific planning action to meet their needs in higher education.

Expenditures for other activities o f the Office of Education are 
primarily to carry out the 2-year extension o f assistance to areas 
where school enrollments are seriously affected b y  Federal activities 
and to provide for educational research and for grants for vocational 
education.

The budget recommendations for the Departm ent of the Interior 
include funds for the education of Indian children and for a recently 
enacted program for vocational education of adult Indians.

Labor and manpower.— The budget provides grants to the States 
for the administrative costs of providing employment service and 
unemployment compensation, and for the em ploym ent security work 
o f the Departm ent of Labor. The recommended grants include 
funds for job  placement of older and handicapped workers. Better 
methods of scheduling placement will continue to assure longer and 
steadier work for domestic migrant farm workers. The budget for 
other labor and manpower programs continues enforcement and pro
motional work to insure greater com pliance with labor legislation, 
and provides for enforcement o f labor standards in the use of M exican 
nationals who work on farms. Further improvements are recom 
mended in labor statistics.

Rapid scientific and technological developments are creating new 
industries which are faced with shortages of skilled workers and 
technicians. The Department of Labor has recently undertaken 
training programs in a broader range of occupations. Support is 
provided for these programs in 1958 through the newly reorganized 
Bureau of Apprenticeship and Training.

In  addition to the new legislation to improve the Governm ent’s 
labor programs which was recommended earlier in the budget mes
sage, legislation is also recommended to (1) increase, as part o f the 
proposed area redevelopment program, assistance in labor services to 
local areas where there has been persistent and chronic unem ploy
ment and (2) provide insurance benefits to workers in the D istrict o f 
Colum bia who are temporarily disabled because o f nonoccupational 
accidents or illness and im prove the District of Columbia unem ploy
ment insurance lawt
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Promotion oj 'public health.— Expenditures for prom otion o f health 
during the fiscal year 1958 are estimated to be 607 million dollars, 106 
million dollars more than in the current year.

T he budget recommendations for the National Institutes of Health 
for the fiscal year 1958 provide for more research, while keeping in 
proper balance support o f individual projects, training o f additional 
technicians, and new laboratories and other facilities. This balance 
is necessary to safeguard the quality of research because o f the high 
utilization o f the present technical resources. An increase o f 38 
million dollars in expenditures is estimated, primarily for the new 
grants to assist in the construction of medical research facilities and to 
provide the non-Federal institutions receiving grants with more 
equitable paym ents for the indirect costs o f these programs.

Expenditures for Federal aid to hospital construction are estim ated 
at 100 million dollars in the fiscal year 1958. The increase o f 17 
million dollars over the 1957 estimate includes the provision o f nursing 
homes, rehabilitation facilities, and chronic disease hospitals which are 
especially important to older people and to others suffering from  
long-term  illness or disability. The budget also includes 62 million 
dollars in 1958 for the recently started program for grants to com 
munities to stimulate construction o f waste treatment facilities where 
Federal aid is appropriate.

T o  m eet other health needs, this budget includes increased ex
penditures for com m unity health services to the aged and those with 
chronic diseases, for research in com bating air and water pollution, 
for accident prevention, and for health services to children and 
Indians. Grants for poliomyelitis vaccine will no longer be needed. 
Enforcem ent o f the food  and drug laws will be strengthened.

T o  help meet the critical need for m ore medical research scientists 
and other health personnel, the recently enacted legislation for con 
struction grants for medical and dental research facilities should be 
amended to include teaching facilities. N ew  obligational authority 
o f 15 million dollars is recommended for this purpose. First-year 
expenditures are estimated at 3 million dollars.

National Science Foundation.— An increase o f 25 million dollars in 
the appropriations for the regular program of the N ational Science 
Foundation is recommended for the fiscal year 1958. This will enable 
the Foundation to deal more effectively with two problems o f national 
im portance in the field of science. First, only a very small proportion 
of the billions of private and public funds devoted to research and 
developm ent is for the basic research on which progress in the 
applied scientific fields o f health, industrial technology, and weapons 
developm ent depends. The Foundation will increase its grants for 
basic research projects and for special research facilities. Second,
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to help overcome the acute shortage of skilled scientists and engineers, 
the Foundation will make a major effort to improve training in 
science, particularly by increasing the number of qualified teachers, 
by interesting a larger number of able students to enter scientific 
careers, and by granting fellowships to graduate and post-doctoral 
students.

Although expenditures for the International Geophysical Year 
program will decline, most of the actual scientific operations all over 
the world will be carried out during the fiscal year 1958.

Other welfare services.— The appropriation for the school lunch pro
gram, mainly for cash grants to the States, is recommended at 100 
million dollars for 1958, the same as for 1957. The Federal Govern
ment will also contribute to the school lunch program in 1958 by 
(1) making donations of surplus agricultural commodities estimated 
to have a value of approximately 130 million dollars, and (2) spending 
70 million dollars through the Commodity Credit Corporation for the 
school milk program.

For the past 3 years the Federal Government has increased its 
financial aid and technical assistance to States and communities for 
rehabilitating the disabled. The number of persons rehabilitated 
each year has reached a record level. This budget reflects a further 
expansion in this program.

Legislation is recommended to (1) authorize construction of sanita
tion facilities for Indians, (2) transfer Freedmen’s Hospital to Howard 
University, with provision for construction of a new teaching hospital, 
(3) authorize special grants for training of teachers for mentally 
retarded children, and (4) assist States in combating juvenile delin
quency more effectively. The budget anticipates expenditures of 
5 million dollars in the fiscal year 1958 for these new programs.

Provision is made in the budget to promote the principle of self- 
help and self-care through research into causes of dependency and 
through training grants for welfare personnel as authorized by the 
1956 social security amendments.

Public assistance.—The social security amendments enacted in 1956 
raised Federal matching funds for State public assistance to people 
whose needs are not met by social security insurance, and provided 
new grants for medical care. Largely as a result of the 1956 amend
ments, Federal grants for public assistance are estimated to increase 
100 million dollars to a total of 1.7 billion dollars in the fiscal year
1958. Benefits will be paid by State agencies to an average of 5 mil
lion persons in 1958, including 2.5 million on the old-age assistance 
rolls which are declining as social insurance benefits cover more people.
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Social insurance and retirement trust funds.—Expenditures for social 
insurance programs and for the payment of Federal civilian employees* 
retirement benefits do not appear in the total of budget expenditures 
because they are financed separately through trust funds. The total 
disbursements from these funds for 1958 will exceed 10.5 billion dollars, 
mainly for benefits under the various insurance programs. Reserves 
for future payments, which are invested in Government bonds, will 
increase to approximately 46 billion dollars at the end of the fiscal 
year 1958.

Benefits will be paid in 1958 from the old-age, survivors, and dis
ability insurance trust funds to some 9,100,000 retired persons, 
380,000 disabled workers, and 1,800,000 mothers and children. These 
numbers include women between the ages of 62 and 65 and disabled 
workers between the ages of 50 and 65, who will receive benefits for the 
first time under the social security amendments enacted in 1956. 
Legislation is recommended to improve coordination between old- 
age insurance tax and income tax reporting procedures.

The Federal Government is responsible under law for payments 
under the social security and railroad retirement funds for credits 
toward benefits which are accorded for time spent in military service. 
In the case of the railroad retirement account, the Comptroller Gen
eral of the United States has informed the Congress that payments 
already made to the fund by the Federal Government under existing 
law exceed the estimated actual cost of future benefits for time spent 
in military service prior to July 1948 by more than 300 million dollars. 
In order to avoid further overpayments, it is recommended that legis
lation be enacted to change the basis for appropriations so that the 
Government henceforth will reimburse the fund for the actual cost of 
military service benefits as they are paid.

With respect to the employer and employee contributions to the 
railroad retirement system, provision should be made for adequate 
long-term financing of the system on a self-supporting basis. The 
congressional committees concerned reported they would take action, 
and the need for a sounder financial basis was pointed out in the 
statement issued last summer when new legislation raising benefits 
was signed.
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SOCIAL INSURANCE AND R ETIREM ENT TRUST FUNDS 

(Based on existing legislation)

[Fiscal years. In millions]

Fund 1956
actual

1957
estimate

1958
estimate

Federal old-age and survivors insurance trust fund:
Balance in fund at start of year___________ _________ _______ ______ $21,141 $22, 593 $23,437

Receipts:
Payroll tax transferred from general receipts 6,337

172
6,445

305
6,609

320Deposits by States._______ _________ _____ ______ __________
Interest and other.......................... ... ..................................... ............. 495 563 576

Payments of benefits, construction and administrative expenses, 
and tax refunds.______________________  ________________________ - 5 ,  551 -6 ,4 6 9 -7 ,3 6 6

Net accumulation____ _______ _________________________________ +1,452 +844 +139

Balance in fund at, close of year _ _ 22, 593 23,437 23,576

Federal disability insurance trust fund:
Balance in fund at start of year _......... 327

Receipts:
Payroll tax transferred from general receipts________________ 335 826
Deposits by States_______________________________ ______ ______ 10 40
Interest and other____ ___________ _______________ ____________ 1 15

Payments of benefits and administrative expenses___________ _ . -1 9 -313

Net accumulation___ . . +327 +568

Balance in fund at close of year__________________  ______________ 327 895

Railroad retirement account:
Balance in fund at start of year__________________________  _______ 3, 534 3,659 3,736

Receipts:
Payroll tax transferred from general receipts ______________ 631 660 665
Interest and other _____________ _______ _________  __________ 105 109 110

Payments of benefits and administrative expenses ____________ -611 -6 9 2 -739

Net accumulation_________________________________ ___________ +125 +77 +37

Balance in fund at close of yea r.._________________________________ 3,659 3,736 3,772

Federal employees’ retirement funds (Civil Service and Foreign 
Service):

Balance in funds at start of year________________________ _________ 6, 210 6,728 7,504

Receipts:
Employee contributions______________ _________ _____________ 574 585 588
Interest____________ _______ _____ _____ __________________________ 213 226 234
Government contributions and other_______ ____ ____________ 238 530 571

Payment of annuities and refunds ____________________________  _ -5 0 7 -5 6 6 -5 9 8

Net accumulation. _ _________________________________________ +518 +775 +795

Balance in funds at close of year________________ _ ______________ 6, 728 7, 504 8, 299

Unemployment trust fund:
Balance in fund at start of year. ________________________________ 8, 454 8,790 9,090

Receipts:
Deposits by States and railroad unemployment insurance—  
Interest— ................................ ......... ................................................... ..

1,361
199

1,519
223

1,580
253

Transfer from general fund 1___________ ______ ________________ 168 62 53
Payments: State and railroad withdrawals for benefits _ ........ -1 ,3 93 - 1 ,  504 -1 ,5 3 4

Net accumulation (+ )  or withdrawal (—) ........ ........................ +335 +300 +351

Balance in fund at close of year.______________ ________ __________ 8,790 9,090 9,441

i Excess of Federal unemployment tax collections over Federal expenditures for unemployment com
pensation and employment service administration.
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VETERANS’ BENEFITS AND SERVICES

The N ation ’s obligation to  provide for the special needs o f war 
veterans and their dependents is being met by  a wide range o f special 
services and benefits, which account for nearly one-fifth o f all budget 
expenditures other than those for m ajor national security programs. 
Expenditures for veterans programs will continue to increase in the 
fiscal year 1958, largely because o f the rising number o f veterans and 
their survivors who receive non-service-connected pensions.

Veterans programs generally have served their purpose well. How
ever, the problems which face veterans change as economic and social 
conditions change and as the Government’s general health and eco
nomic security programs expand in scope and adequacy.

Against this background, executive review is being made of agency 
com m ents on the comprehensive report o f the President’s Com m is
sion on Veterans’ Pensions, headed b y  General o f the A rm y Omar 
N . Bradley. A  special message will be transmitted to the Congress 
outlining legislative proposals in this field. This budget includes 
100 million dollars to cover the estimated cost in 1958 o f these 
proposals.

V E T E R A N S ’ SE R V IC E S A N D  B E N E F IT S

[Fiscal years. In millions]

Budget expenditures Recom
mended new

Program or agency
1956

actual
1957

estimate
19581

estimate

obligational 
authority 

for 1958

Gross budget expenditures:
Readjustment benefits:

Education and training...................................................... $767 $791 $758 $758
Loan guaranty and other benefits.............................. . . 54 65 72 72
Unemployment compensation........ ............................... . 68 56 38 42

Compensation and pensions:
Present program...................................................................... 2,798 2,896 3,003 2,990
Proposed legislation______________________ ___________

Hospital and medical care.............. - ......................................... 758 768
100
797

100
803

Hospital construction................................. ............................. 29 49 38 54
Insurance and servicemen’s indemnities.............................. 121 72 67 46
Other services and administration (Veterans Admin

istration and others)....................- ........... ............................... 208 209 211 177

T o ta l . . ........................................................................................... 4,804 4,906 5,085 i 5,042
Deduct applicable receipts:

Insurance program.. _ _________________________________ 16 23 25
Other services and administration_______________________ 32 32 33

Net budget expenditures_____________________________________ 4,756 4,851 5,027

* Compares with new obligational authority of 4,823 million dollars in 1956 and 4,890 million dollars in 
1957.
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Readjustment benefits— The education and training program now 
applies principally to veterans of the Korean conflict. Average enroll
m ent o f this group is expected to reach a peak in the fiscal year 1957 
and then drop about 4 percent to 569,000 in 1958. As a result, expend
itures are estimated to drop b y  33 million dollars in 1958, even though 
they include the cost o f education and training for some 9,000 
children under the W ar Orphans’ Educational Assistance A ct which 
was enacted in 1956. This latter cost is not a readjustment benefit 
but is financed from  the same appropriation.

The Veterans Administration is expected to guarantee home, 
farm, and business loans to about 540,000 veterans o f W orld W ar I I  
and the Korean conflict in the fiscal year 1958. Budget expenditures 
o f 61 million dollars are estimated to result from  veterans’ defaults 
on guaranteed loans, but a large part o f these expenditures will be 
offset by  recoveries from the sale of properties which are deposited in 
the Treasury as miscellaneous receipts.

M ost W orld W ar II  veterans have had over 10 years to use their 
loan guaranty benefits, which were intended to assist their adjustment 
from  military to civilian life. As a group, they have successfully 
reestablished themselves in civilian pursuits with the aid o f a wide 
range o f readjustment benefits. N ew applications under the W orld 
W ar II  loan program, which was extended b y  the last Congress to 
permit orderly termination, should therefore end as now scheduled in 
July 1958. Loan guaranty benefits for veterans o f the Korean 
conflict will continue, under current legislation, until 1965, and 
mortgage insurance benefits remain available to all home buyers, 
including veterans, through the Federal Housing Administration.

E X P E N D I T U R E S  F O R  V E T E R A N S 9 S E R V I C E S  A N D  B E N E F I T S
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As pointed out in the section on commerce and housing, the statutory 
maximum interest rate on veterans guaranteed loans should be 
increased to bring it more nearly into line with current market condi
tions. Such action is essential to encourage provision of more adequate 
mortgage funds from private sources for the veterans guaranty pro
gram. That section also indicates there may be need to permit 
liberalization of the terms of loans insured by the Federal Housing 
Administration when the Veterans Administration programs for World 
War II veterans expire.

Compensation and pensions.— Compensation benefits are paid for 
disabilities or deaths resulting from service; pensions are for needs not 
connected with service. Compensation rolls, which have been in
creasing since World War II, are expected to stabilize in 1958, with 
payments of 1.9 billion dollars to 2.1 million veterans and to 395,000 
families of deceased veterans. Total compensation payments are 
expected to start declining slowly within a few years, as World War I 
and World War II veterans and dependents leave the rolls more 
rapidly than veterans of more recent service and their dependents 
become eligible.

The budget provides for pension payments in the fiscal year 1958 
of over 1 billion dollars to an estimated 762,000 veterans and 488,000 
families of veterans. Because many of the non-service-connected 
ailments accepted as establishing eligibility for pensions are normally 
associated with advancing age, the pension rolls will continue to grow 
until near the end of this century as veterans grow older and as more 
survivors become eligible.

Medical care and hospital construction.—Although the number of 
veterans receiving hospital and medical services will be about the 
same as in the fiscal year 1957, expenditures for hospital and medical 
care are expected to increase in 1958, primarily because they will 
include the allocable share of the Government payment to the civil 
service retirement fund. The budget provides for the operation of 
122,500 beds in Veterans Administration hospitals. Expenditures for 
outpatient dental care are expected to decline in 1958.

Enactment of 54 million dollars of new authority to incur obligations 
is recommended to cover the replacement of 2 general hospitals, the 
preparation of plans for replacing a third, and the modernization of 
other existing facilities.

Insurance and servicemen’s indemnities.—Issuance of new insurance 
policies to ex-servicemen without disabilities and the award of indemni
ties to survivors of deceased servicemen were terminated effective 
January 1, 1957, by the Servicemen's and Veterans’ Survivor Benefits
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Act. This act provided substitute benefits in the form of new depend
ency and indemnity compensation benefits and of coverage in the 
old-age and survivors insurance system. Indemnity and insurance 
payments, however, will continue to be made on existing cases and to 
reimburse the veterans’ insurance funds for claims resulting from the 
extra hazards of military service.

Trust funds.—The life insurance programs for veterans of the two 
world wars are financed through trust funds, whose operations are 
segregated from the regular budget transactions. About 5.2 million, 
or one-fourth, of the eligible veterans have retained insurance policies. 
Because issuance of new policies under these funds was ended in 1951, 
the insurance in force will continue to decline.

In the fiscal year 1957, dividend rates have been increased by 
approximately 12 percent, and about one-half of the total premium 
collections during the year will be returned to policyholders. These 
generous dividends have been made possible largely by the favorable 
mortality experience of insured veterans. The increased dividend 
payments will reduce the rate at which reserves are accumulated, but 
will not impair the soundness of the funds.

V E T E R A N S ’ L IF E  IN S U R A N C E  T R U S T  F U N D S  

[Fiscal year. In millions]

Item 1956
actual

1957
estimate

1958
estimate

Balance in funds at start of year _______ ____________________________ $6,587 $6,709 $6,777

Receipts:
Transfers from general and special accounts______________________ 78 21 14
Interest on investments_____________________________ _____ ________ 203 205 206
Premiums and other____________________________________ _____ _____ 441 450 456

Total____________ _______________________ _____ ___________________ 722 676 676

Payments:
Dividends to policyholders ___________ ___________________________ 212 228 250
Benefits and other_________________________________________________ 388 381 376

Total__________________ ________________________________________  _ 599 608 626

Net accumulation^ _________________________ ______ _______________ 123 68 50

Balance in funds at close of year____________________________________ 6,709 6,777 6,827

INTEREST

Interest payments are estimated to rise to 7.4 billion dollars in the 
fiscal year 1958. These payments, almost entirely for interest on the 
public debt, represent 10 percent of budget expenditures.
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INTEREST  

[Fiscal years. In millions]

Item

Budget expenditures
1958 new 

obligational 
authority1956

actual
1957

estimate
1958

estimate

Interest on public debt................................................................. $6,787 
54 
6

$7,200 
54 
6

$7,300 
54 
6

$7,300 
54 
6

Interest on refunds of receipts______________ ____ ________ _
Interest on uninvested fu n d s..... ..........................................

Total.......... ......................................... ............................... 6,846 7,260 7,360 7,360

The public debt was reduced in the fiscal year 1956 and further 
m odest reductions are planned for 1957 and 1958. B y  repaying 
debt, the Federal Government is enlarging the supply of funds avail
able for private financing o f other activities. However, the heavy 
demand for private capital funds and for State and local govern
ment financing which accompanies the present record prosperity has 
increased the interest rates which the Treasury has to pay on securi
ties issued to refinance the large volum e of obligations maturing each 
year. As a result, the average rate the Treasury pays on the out
standing interest-bearing public debt has risen in the past 12 m onths 
from  2.49 percent to 2.67 percent.

Substantial reductions in interest rates cannot be expected until 
there is a better balance between the present pressure of heavy credit 
demands and the supply o f savings.

GENERAL GOVERNMENT

A bout 2 percent o f budget expenditures will be required for general 
government, mainly for law enforcement and for central management 
costs which under present accounting practices are not allocated to 
other m ajor Government functions. The estimated expenditures o f 
1.5 billion dollars for this category in 1958 are 419 million dollars 
below 1957 expenditures because of a reallocation of costs. Starting 
in 1958, each Government program will bear its share of the G overn
m ent’s paym ent to the civil service retirement fund, and individual 
appropriations throughout this budget include amounts for this pur
pose. The paym ent was previously made from  a single appropriation 
to the Civil Service Commission.

The Commission on Intergovernmental Relations recommended, as 
a matter o f equity, that the Federal Government make paym ents in 
lieu o f taxes to local governments in those areas where recent Federal 
acquisition o f industrial and commercial type properties has created 
undue fiscal difficulties. Legislation containing this principle was 
introduced in the last session of the Congress and is again recom 
mended.
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GENERAL GOVERNM ENT

[Fiscal years. In millions]

Budget expenditures * Recom
mended new

Program or agency
1956

actual
1957

estimate
1958

estimate

obligational 
authority 
for 1958

legislative functions....................................................................... $77 $95 $107 $80
Judicial functions............................................................................ 38 41 45 45
Executive direction....................................... ................................. 12 13 18 18
Federal financial management:

Tax collection..................................................... ................... 304 305 331 332
Customs collection, debt management, and other.......... 171 173 189 187

General property and records management:
General Services Administration....................................... 164 245 303 317
Central Intelligence Agency building....... ....................... . (a) 4 4

Central personnel management and employment costs: 
Civil Service Commission:

Payments for employee retirement..................... ....... 235 527 2 2
Other................. ........................................ ...................... 18 18 20 20

Labor Department:
Unemployment compensation for Federal em

ployees............................................................................ 30 29 29 32
Accident compensation for Federal employees......... 51 52 53 53

Civilian weather services............... .............................................. 34 39 40 41
Protective services and alien control:

Federal Bureau of Investigation........... .............................. 97 97 101 101
Immigration and Naturalization Service_______________ 49 47 50 50
Other.......................................................................................... 42 41 45 45

District of Columbia and territories and possessions:
District of Columbia.............. .............................................. 22 27 43 42
Other (including proposed legislation)...................... ......... 47 51 60 62

Other general government:
Claims and relief a cts ......................................................... 230 60 9 7
Other.......................................................................................... 8 6 4 4

Total...................................................................................... 1,629 1,870 1,451 *1,438

1 After deducting applicable receipts of 4 million dollars in 1956 and 3 million dollars in 1957 and 1958, 
mainly for Virgin Islands Corporation.

* Less than one-half million dollars.
* Compares with new obligational authority of 1,595 million dollars in 1956 and 1,851 million dollars in 1957.

General property management.— As part of the continuing endeavor 
to increase efficiency of Government services and to better the working 
conditions of Federal employees, additional improvements of Govern
ment buildings are planned. An important improvement will be the 
air conditioning of buildings in areas where temperature and humidity 
interfere unduly with efficient operations. Because of continuing 
deterioration in many Government buildings in recent years, more 
renovation and repairs have also become necessary. Additional space 
will be needed to avoid overcrowding in certain agencies.

Central personnel management and employment costs.— The Civil 
Service Retirement A ct Amendments of 1956 require that in the 
fiscal year 1958 all agencies of the Government begin to pay to the 
retirement trust fund amounts equal to the contributions of their
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employees. Total agency payments are estimated at 566 million 
dollars in 1958. Additional expenditures of 2 million dollars will be 
made b y  the Civil Service Commission for payments to annuitants 
under special statutes.

The Departm ent o f Labor will transfer more of the processing o f 
accident compensation claims for Federal employees to regional offices 
in 1958 in order to bring administration closer to employees and to 
speed up payment. Legislation should be enacted to provide for each 
em ploying agency to bear its share of the cost of these benefits and to 
encourage still further precautionary safety measures b y  the agencies.

Substantial increases in benefits for civilian employees of the G ov
ernment have been adopted in the last two Congresses, and the costs 
are generally reflected in budget requests for the employing agencies. 
One of these new benefits, unemployment compensation for separated 
civilian employees, is financed by  an appropriation to the D epartm ent 
of Labor. An increase is recommended in this appropriation in 1958 
to provide the amount estimated to be needed because of higher 
average benefit rates, which are based on State statutes.

Legislation is recommended to establish a system of voluntary 
health and medical insurance for civilian employees and their depend
ents. Legislation is also recommended to authorize the training of 
Governm ent employees outside as well as within the em ploying agency.

District of Columbia and territories and possessions.— Appropriations 
are recommended for the full amount of the increased Federal paym ent 
to the District of Columbia authorized by  the last session o f the 
Congress. Federal expenditures for the D istrict are estimated to 
rise to 43 million dollars in the fiscal year 1958, including 17 million 
dollars in loans for construction of public works under the long-term  
program authorized in 1954.

Legislation will be proposed again to carry out the treaty and 
agreement made in 1955 with the Republic o f Panama. The Canal 
Zone Government will replace schools and other facilities transferred 
to the Republic under the treaty, and the Panama Canal Com pany 
will replace employee quarters and other facilities in the Canal Zone.

Claims and relief acts.— Payments for miscellaneous claims and 
relief acts are estimated at 9 million dollars in the fiscal year 1958, 
com pared to 60 million dollars in 1957 and 230 million dollars in 
1956. M ost of the decrease in this item results from  legislation 
enacted last year, under which each agency now pays bills presented 
after the appropriation involved has lapsed. Such bills were previously 
paid out of a single Treasury Departm ent account.
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CONCLUSION

This concludes the analysis of the 1958 budget. The budget docu
ment itself contains a great deal of additional budgetary information. 
In part I of the budget document there are seven tables presenting 
summary data on budget receipts, expenditures, public debt, new 
obligational authority, and balances. Detailed information, esti
mates, and schedules for each agency and each appropriation, including 
statements of program and performance, appear in part II. Part I I I  
of the budget document contains both summary tables and detailed 
appropriation and agency information for trust funds. Part IV  
consists of 12 “ special analyses”  which present additional details, 
classifications, and historical data.

400000— 57------- VI
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