PEECH BY SENATOR HARLRY F. BYRD (D.VA.) BEFORS Ths J. 5. CHAMBER OF CO-3.EECE,
Statler Hotel, Washington, D. C., 2:45 p.m, Tuesday, iiay 1, 1951.

When the President submitted his ;71.6 billion expenditure budget in January
he omitted detailed discussion of military and foreign aid items totaling »49
billion.

It was shocking enough that in his January statement the President described
how he proposed to spend 9.8 billion for strictly domestic-civilian programs —-
an all time record.

But now the budget victure is beginning to unfold on the delayed items. Yes-
terday we got the detail on the military expenditure budget., The President orig-
inally estimated that expenditures for the military in fiscal year 1952 would
total 541 billion., But recent testimony before the Senate Armed Services Com-
mittee indicates that these expenditures will total 448 billion,

If my understanding is correct the real shock will come within the next few
weeks when the country begins to realize:

That the President proposes to make the iiconomic Cooperation Administration
a rermanent agency;

That he wants to scramble all of tie foreign economic and military assist-
ance money into a lum» sum so that economic assistance money can not be
distinguished from military assistance money; and

That he has already issued a directive which has the effect of making the
Secretary of State a czar over all foreign aid money and policies, both
military and economic, The President indicated in his January Budget
ilessage that he would request some $10% billion in foreign military and
economic assistance authorizations, and he estimated that foreign
economic and military assistance expenditures in the coming year would
total approximately 473 billion.

These nlans were revealed in a letter dated Aoril 5 to tir. ''illiam C., Foster,
ECA Administrator, in which the subjugation of tir, Foster and the ECA to the
Secretary of State was spelled out in explicit detail, This lstter was not
made public ut I have a copy.

After explaining that the order was necessary to assure that all overseas
prog be fully coordinated with each other to support<::, orimary foreign
policy®Bojectives, it vroceded to direct that:

After foreign assistance funds are awnprooriated to tjg President and alloe-
‘ff;ted to the operating agencies, the Secretary of te, vith aporonriate
advice from the International Security Affairs Comiittee, should make
broad decisions concerning the use of funds as between (a) military end-

item assistance and economic sunnort and (b) major political areas
(this means he would control not only the nurposes for which the money
would ?e spent but also he will determine in what countries it is to be
spent.);

That foreign assistance budget estimates should first be submitted by the
operating agencies to the Secretary of State for clearance;

That general policy and program directives from fCA to its missions overseas
should be substantively coordinated with the State Demartment and iden-
tified as coordinated instructions; and

That while ambassadors abroad are not to suvervise day to day ECA opera-~
tions they may suspend action on matters which they question pending
decision at what was described as "higher administrative levels."

The letter goes into some detail with respect to relationship and coordin-
ation between ECA and the North Atlantic Treaty Organization and suggests that
integration of economic work by NATO and the organization for Luropean Zconomic
Cooperation should be promoted.

The letter points out that the Secretary of State is a Cabinet Officer re-
sponsible, under the President's direction for the formulation of foreign policy
and the conduct of foreign relations, and said he would provide leadership and
coordination among the executive agencies in carrying out foreign policies and
programs, lir. Foster was told that the ©CA, like other agencies engaged in ad-
ministering smecific overseas nrograms, will need to advise and consult with the
Secretary of State and his staff to facilitate the responsibility for overall
foreign policy and program coordination. The letter said any disagreement between
the Secretary of State and the ECA Administrator would be resolved by the President.

The letter made no mention of coordination vrocedure between the Secretary
of State and the Defense Establishment with respect to military assistance which
was referred to in terms of "military end-item assistance.”

In my judgment this whole matter of foreign assistance and especially foreign
economic assistance should be examined from top to bottom before another dollar

Digitized for FRASES aoprovnriated, and certainly such an examination js in order if the Congress is
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



-2 -

going to be recuested to allow one nolitically appointed Cabinet officer to make
such vast expenditures out of lump sum appropriations,

This is only one area in which reductions in federal expenditures could be
made and these new nrovosals in my opinion would constitute another incident of
profligate folly and inept administration.

CONGUERING HSEL OF FISCAL CHAOS

If the freedom and democracy of the United States go down in our time, it
will be under the conquering heel of fiscal chaos; not military aggression.

ind if we succumb to such economic attrition, it will be the result of our
own profligate folly and inept administration; not super military tactics and
strategy by the Russians,

In five years since \orld War II:
The Federal Government has collected more taxes tlan ever before;

It has svent more money for purely domestic-civilian programs, many of them
highly inflationary, than ever vefore;

It has spent more money for foreign economic props, many of them inflationary
to our own economy, than ever before;

It has failed to reduce the quarter of a trillion dollar federal debt, which
is the heant of inflation;

In the absence of emergencies it las operated on deficits, every dollar of
which is inflationary;

Now the federal administration has maneuvered us into a position where it is
talking out of both sides of its mouth, At the same time it is saying;

We must hold down prices, but increase social security payments so those on
fixed incomes can pay higher vrices which are to be allowed;

We must conserve scarce construction materials for defense, but continue
nonessential public works;

Wgeust have maximum employment to produce for defen but increase public
asgist so returning to work will be less attractive t ose who are able;

We must cut back non-military svending, but spend more for domestic-civilian
prograges We must expand production for defense, but disQage private enter-
prise 2::énsion by taxes virtually to the point of confis on;

We must restrict nrivate credit to curb inflation, but authorize $13.3 bil-
lion in new commitments for federal credit agencies, with more than ;10 billion
of it in housing and agriculture,

How inept and inconsistent can we be; or should the word be irresponsible?

Of course we can not minimize the Russian military might or disregard threats
of communist aggression. And we must be prepared to defend ourselves, not so
mueh because we fear invasion here, as because we have assumed the role of half
the world's keeper.

But no Russians have been shot in any of the communist sideline wars to date.
Why should Russia risk trying to bring us to our knees militarily when, by our
own irresponsibility, we are assuming that attitude economically?

We should be far more malleable to communist dictation in a state of fiscal
and economic chaos than we would be under the heel of a military defeat by a
country 5,000 miles away,

BLOWING UP THE EXPENDITURE BALLOON

With increased taxes already in effect, receirts may be running a little
ahead of expenditures at the end of the current fiscal year on June 30. But
this condition will be more a matter of bookkeeping than realism because
delivery on military orders is running behind schedule.
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To get an idea of the acceleration at which the federal expenditure balloon
is blowing up, here is the box score, by quarters, for the current year and
the one beginning July 1:

ACTUAL AND ESTIMATED EXPENDITURES

Fiscal First Second Third ’ Fourth
__Years Quarter Quarter Quarter IQuarter
1951 $9.0 billion  $10,1 bkillion  $11.0 billion 12.2 billion
(Actual) (actual) (actual) (estimate)
1952 15.8 billion 17.4 billion 18,1 billion 20.3 billion
(estimate) (estimate) (estimate) (estimate)

(Trese figures are based on the President's estimates. They will be
higher in fiscal year 1952 on the basis of P48 billion in military
exvenditures.,)

How long can expenditures increase at this rate? I don't know, But here
are some indicators of what we may expect.

HMilitary expenditures last year totaled 12.3 billion. It is estimated that
in the current year ending June 30 military expenditures will be something under
320 billion. In the coming year, beginning July 1, military expmenditures will
total more than 40 billion, Military Establishment officials recently testified
before the Senate Armed Services Committee that after next year the military
budget will exceed 4& billion, under conditions short of war.

General Eisenhower has estimated before Congress that we may be on a war-~

alert Cs for 20 years or more, o
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So, for the foreseeable future:

To a military budget of (L8-0350 billion or more, add some (6 billion or
more for interest on the federal debt vhich can not he cub, add 57-306 billion
in foreign aid which the administration has requested, add aprroximately $5
billion for veterans, and add [,9~,10 bhillion wiich the President has requested

H
for domestic~civilian programs, including socialized housing, agriculture and
nedicine,

A1l this adds to a federal budget in tlhe foreseeadle future of .;75~,00
billion a year, Add to that state and local public expenditures and you have
an annual tex bill of nearly 100 billion, if we are to avoid inflationary
deficit spending,

That means we are working nearly a third of the time for the povernment,

Against the probability of federal cxpenditures at an annval rate of $75=380
billion, the latest estimates on federal revenue, taliing into account the
prospects for still further inflated incones, indicate the federal tax take

next year will be between 555 and 560 billion abt current tax rates.
The Fresicdent started in January asking for $16 billion in new incone and

corporate taxes, Then he revised his request to a "quickie® hike of {10 billion,

No matter Liowr you slice it, new taxes are bound to come unless we resort to

nore deiicit spending, or reduce expenditures,

If the Tresident!s Janvary tax request werc sranted, we would be raising
federal "tares 50 ver cent vithin a year, counting the two increases already
imposed,

To grant such increases would he to take terridle chances that +le free
enterprise systen would not bHe confiscated, Undersuch conditions if is
questionable that preparedness procducticn requirements could e met,

To resort to indefinite deficit spending of a [10-20 billion narnitude

Tou he to throw away thie infleatio es L invit ]
1d e to t! anay ti Wlation brakes and invite Se

ternative is elinination of nonessential federal expenditures, 4nd
therein lies owr only hope for the defense and wrcservation of freedom here and

in tiﬁ:?orld. <:>

DEFLATING Tiie SXFHDITURL BALLOON

There is only one major area in the federal budget vhere immediate,
m

substantial and constiuctive reductions cannot be made, 7That is interest on the
federal debt,

Only this week are we heginning to see the full Torce of the Administrationts
real spending plans for the military establishment and foreign aid take Form.

There is notihding in the militar; Ludget as it has finally been presented
to alter the reputation of the military services as tie most vasteful agencies
on earth, both in manporer and money. There has not yet been opportunity to
analyze the estimates in detail, DBut there is no doubt that at least a half
billion dollars could he saved br reducing reduests for éivilian employment,

Since before lorea the liilitary listablishment has been employing civilians at the
rate of ‘more than 1,000 a day, In February they hired 6 civilians ior each { men
drafted, .t this moment they have more than 35,000 neople in the Pentagon, and they
have 500 military establishments scattered around the country. Altogether they are
employing a million ¢ivilians; one for every three men in uniform, In some ereas,
such as Dayton, Chiq, they have run out of qualified ¢ivilians tb hire, 5o they
are tryinz to hire inexperienced high school children, pay them 42 a week while
they send them to business school with tuition paid under government contract,

It is significant that this week also it has been disclosed that the Secretary
of State is to have control over the expenditures to be made in all foreign aid
programs ~ military and economic,

This shift of control is the sequal to the earlier indication that economié
and military aid would be scrambled in such a manner as to malke it inseparsble.

These programs should he separated and so-called economic aid abolished, ‘le
canlt fight a war for those péople, arm them at home, and indulge them in economic
luxuries all at the same time, It is a little too much to aske

How these foreign aid programs may aifect our people at home is demonsirated
by one serious example, In his January Dudget llessage, the President said"Our
Digitized for F hronic shortage of doctors, dentists and nurses will be aggravated as more of
§%@m@gxe called into the armed services,":v:
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Blany communities that will be faced with added health burdens arising
from defense needs do not have adequately staffed local health departments
X X XM

Despite these conditions which the President says exist throughout the
United States, I am in receipt of confirmation by both the ECA and the Public
Health Service that we dre sending doctors, nurses and public health experts
to Indonesia, Indochina, Thailand and Burma, The purpose of these expeditions,
according to ECA Administrator VWilliam C, Foster, is "to build strength, and
at the same time make a favorable political impact on the peopleGt

It would be a fine thing to wipe out all of the malaria and poverty in
Asia and the Near East, but achievement would seem to be highly improbable
while we are in a shooting war, and attempting to arm half the world against
atomic attacke We cantt do bothe e must confine ourselves to meeting the
first requirements of our own security, or we shall extend ourselves to failure
in all respectse

Continuing with examples of where federal expenditures may be reduced,
we come to the third major category —- veterans costse I do not propose to
eliminate one dollar of pensions, medical costs or readjustment aid to men
who have made permanent service-~connected sacrifices in the militery service
of their country, But the Veiterans Administration Empire-Builders never sleep
For instance, when banks, as a group in a community of ZJ,O,OOO t0 50,000, recent-
ly responded to federal edicts to restrict nonessential loans as a means of
curbing inflation, Véterans Administration agents moved in and started making
federal loans dirccte

Veterans expenditures could be reduced 10 per cent, simply by eliminating
these “busy beaver" operatjons, without impairing the bonafide obligations of
the government to its veterans,

In the category of domestic~civilian programs, cxamples of nonessential
expenditures arc morc obvious to all of us, Ve sec them cvery daye 4 fow
reccent examples:

CGre is the casc of the Public Health Services u,sQ commercial telegrams
to ingquirc how many marriage licenscs were issued in an Indiana county dwring
the preceding month;

oere is the casc of $15,000 for Economic StabilizOon Ageney casy chairs;

There is the case of the Post Office Department, alrcady operating at a
half billion dollar deficib, considering the printing of multicolored postage
stamps ¢

These are only a few exomples of federal spending we can do “without in
thesc times of cmergencye They arc cited because they arce simple, uncomplicated
indicators not only of the kind of extravagance we sece cvery day, but they
represent the kind of ingpt administration that moke the man in the strect lose
faith in his governmente

In my own considered judgment, the recent national demonstrations were
morc the result of an accumulation of dissatisfaction over this kind of adminisw
tration thon they were cxpressions of indignotion over any onc single incidcnte

I sinccrely belicve that reduction of federal cxpenditures by $7-$9 billion
undcr the Presidentt!s request for the coming year would be the most wholesome
thing that could happen to this country at this time,

By my ovm analysis, I know that it could be donc without impairment of
a singlc ¢ssential function, and I have submitted suggestions to the President
in detaile In brief, I have suggested reducings

Military cxpenditures by at least $045 billion
Forcign cconomic aid by morc than 30 billion
Voterans cxpenditurcs by up to Oe5 billion
Domestic~civilian cxpenditures by up to 5¢0 billion

If orderly rcductions in thesc proportions were made in the currcnt budget,
the administrators in the cxccutive branch would anply them with sympathetic
ceffectivencss, I sincercly belicve we would achicve more efficicnt military
preparedness and forcign assistance, rondor better service to veterans who
nced it and accomplish more in the csecntial civilian programs,
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Oppressive tax increascs would be avoideds Increcsed production srould
be scrvede Morc cffective prepercdness would resulte Inflotion would be
curbcd. Rospoet for fedoral programs, and faith in federal administration
would be restored at least in some dogrecs

These I submit are the immedinte objcoetives we must achicves
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