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A NOTE ON THE FORMAT OF THE BUDGET

The Budget oj the United States Government is presented in a compact

volume containing the Budget Message of the President and other

significant data to place before the Congress the President's budgetary

recommendations. This volume contains the facts and figures that

most users of the budget would normally need or desire.

Additional information used by the Appropriations Committees of

the Congress, and reference materials useful to those concerned with

details, will be found in a further volume, entitled The Budget of the

United States Government—Appendix. The Appendix contains the

text of appropriation language, schedules, and narrative statements on

program and performance for the individual appropriations and

funds. It also contains those supplementary schedules required by
law with respect to details of personnel compensation.

The budget for the District of Columbia is printed separately as

usual.

Budget documents for the fiscal year 1965, available from the

Superintendent of Documents, U.S. Government Printing Office,

Washington, D.C., 20402. (Paper covers" only.)

1. The Budget of the United States Government, 1965 ($1.50).

2. The Budget of the United States Government, 1965

—

Appendix ($6.25).

3. The Budget of the United States Government, 1965

—

The District of Colunibia (40 cents).

4. The Budget in Brief, 1965 (35 cents).



TABLE OF CONTENTS
Page

PART 1. THE BUDGET MESSAGE OF THE PRESIDENT 5

PART 2. SUMMARY TABLES 39

Table 1. Budget resume — 41

Table 2. Receipts from and payments to the public 42

Table 3. New obligational authority by type and function 43

Table 4. New obligational authority by agency 44

Table 5. Expenditures by agency 45

Table 6. 1 nvestment, operating, and other expenditures 46

Table 7. Federal receipts and expenditures in the national income accounts 47

Table 8. Relation of authorizations to expenditures 48

Table 9. Obligations incurred, net 50

Table 10. Balances of obligational authority 51

Table 11. The public debt - 52

Table 12. Civilian employment in the executive branch 53

Part 3. RECEIPTS 55

Analysis of receipts by source 56

Table 13. Sources of receipts 62

PART 4. THE FEDERAL PROGRAM BY FUNCTION 69

Analysis of Federal activities by function 70

National defense 71

International affairs and finance 81

Space research and technology 87

Agriculture and agricultural resources 90

Natural resources 96

Commerce and transportation 100-

Housing and community development 107

Health, labor, and welfare -- 111

Education 119

Veterans benefits and services 123

Interest 127

General government 128

Table 14. New obligational authority and expenditures by function and agency 132

PART 5. THE FEDERAL PROGRAM BY AGENCY 145

Ejcplanation of means of financing agency activities 146

Analysis of new obligational authority and expenditures by agency 150

Legislative branch 150

The Judiciary 1 62

Executive Office of the President 165

Funds appropriated to the President 168

Department of Agriculture 173

Department of Commerce 189



THE BUDGET FOR FISCAL YEAR 196 5

PART 5. THE FEDERAL PROGRAM BY AGENCY—Continued
Analysis of new obligational authority and expenditures by agency—Continued Page

Department of Defense—Military 201

Department of Defense—Civil 213

Department of Health, Education, and Welfare 217

Department of the Interior 236

Department of Justice 253

Department of Labor 256

Post Office Department 261

Department of State 263

Treasury Department 268

Atomic Energy Commission 274

Federal Aviation Agency 275

General Services Administration 276

Housing and Home Finance Agency 282

National Aeronautics and Space Administration 287

Veterans Administration 288

Other independent agencies 290

District of Columbia 307

Special allowances 308

Trust funds 309

Memorandum—Annexed budgets 324

PART 6. SPECIAL ANALYSES 327

A. Three measures of Federal financial transactions 328

B. Public enterprises, trust funds, and gross expenditures of the Government 337

C. Civilian employment in the executive branch 347

D. Investment, operating and other expenditures 352

E. Federal credit programs.. 371

F. Federal activities in public works 383

G. Federal health programs 397

H. Federal research, development, and related programs 407

I. Federal aid to State and local governments 427

J. Principal Federal statistical programs 436

K. Foreign currency availabilities and uses 440

L. International transactions of the Federal Government. 446

PART 7. HISTORICAL TABLES 453

Table 15. Administrative budget totals and public debt, 1789-1965 454

Table 16. Consolidated cash totals and Federal sector of the national income accounts,

1940-65 455

Table 1 7. Administrative budget and trust fund receipts, 1 954-65 456

Table 18. Administrative budget and trust expenditures by function, 1954-65 457

Table 1 9. Receipts from and payments to the public, 1 954-65 462

Table 20. Federal receipts and expenditures in the national income accounts, 1954-65 463

INDEX 465

GENERAL NOTES
The estimates in the budget cover requirements under existing legisla-

tion and under legislation which is proposed for enactment by the Congress.
Unless otherwise indicated, all references to years in this volume are to

fiscal years ending June 30.
Details in tables, charts, and text may not add to the totals because of

rounding.



PART 1

THE BUDGET MESSAGE
OF THE

PRESIDENT



THE BUDGET FOR FISCAL YEAR 1966



BUDGET MESSAGE OF THE PRESIDENT

To the Congress of the United States

:

This is the budget of the United States Government for 1965.

The preparation of this budoet was the first major task to confront

me as President, and it has been a hea^\y one. Many decisions of ijreat

importance have had to be made in a brief span of weeks. I have done

my best, and I am satisfied tliat the budget which I am sending to

tlie Congress will advance our Nation toward greater national secu-

rity, a stronger economy, and realization of the American dream
of individual security and equal opportunity for all of our people.

In formulating my budget, I have been guided by two principles:

• I have been guided by the principle that spending by the Federal

Government, in and of itself, is neither bad nor good. It can be

bad when it involves overstaffing of Government agencies, or need-

less duplication of functions, or poor management, or public serv-

ices which cost more than they are worth, or the intrusion of gov-

ernment into areas where it does not belong. It can be good when it

is put to work efficiently in the interests of our national strength,

economic progress, and liuman compassion.

• I have been guided by the principle that an austere budget need

not be and should not be a standstill budget. When budgetary

restraint leads the Government to turn its back on new needs and

new problems, economy becomes but another word for stagnation.

But Avlien vigorous pruning of old programs and procedures releases

the funds to meet new challenges and opportunities, economy be-

comes the companion of progress.

This is, I believe, a budget of economy and progress. On the one

hand, it calls for a reduction from the preceding year in total admin-

istrative budget expenditures—and it is only the second budget in 9

years to do so. It calls for a substantial reduction in total civilian

employment in the executive branch—and it is the first budget to do so

since the practice of totaling the employment estimates in the budget

was initiated in January 1956. It cuts the deficit in half, and carries

us a giant step toward the achievement of a balanced budget in a full-

employment, full-prosperity economy.

7



8 THE BUDGET FOR FISCAL YEAR 1965

On the other hand, this budget safeguards the peace by providing

for the further strengthening of the most formidable defense estab-

lishment the world has ever known ; it recommends continued military

assistance to those nations menaced by Communist aggression, direct

and indirect; it includes economic assistance to those nations which

are willing to take the steps necessary to guard their freedom and

independence through economic self-help ; it provides the funds neces-

sary to advance our mastery of space toward the achievement of a

manned lunar landing in this decade; it provides for the sound

management and development of our natural and agricultural

resources; and in its recommendations relating to education, hous-

ing, manpower training, health, and employment opportunities for

youth, it provides more funds than ever before in our history for the

fuller development of our Nation's most important resource—its

people.

Moreover, this budget makes provision for the initiation of a new
and major effort to break the vicious circle of chronic poverty, which

denies to millions of our fellow citizens a just participation in the

benefits of life in our country. We owe to every young person in

America a fair start in life—and this means that we must attack those

deficiencies in education, training, health, and job opportunities by
which the fetters of poverty are passed on from parents to children.

The attack on poverty must rely on local initiative and leadership;

and the resources of the local, State, and Federal Governments must be

mobilized to support these efforts. I will shortly send to the Congress

a special message conveying my recommendations for the attack on

poverty.

The urgent and necessary program increases recommended in this

budget will be finahced out of the savings made possible by strict econ-

omy measures and by an exhaustive screening of existing programs.

As a result of the highly successful cost reduction program launched

in 1962 by the Secretary of Defense, the 1965 program of the Depart-

ment of Defense will require over $2 billion less in appropriations

than would otherwise be the case—a sum greater than the 1965

cost of the new programs T am recommending to the Congress.

Department of Defense expenditures will decline by more than $1

billion from 1964 to 1965, and additional savings are expected to be

realized in agriculture, atomic energy, postal services, veterans bene-

fits, and in various lending programs through substitution of private

for public credit.
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Administrative Budget Expenditures as

a Percent of Gross National Product

My proposals call for administrative budget expenditures in 1965

of $97.9 billion—$900 million less than was requested in the 1964 budget

and $500 million less than I now estimate will be spent in 1964. This re-

duction in expenditures will be achieved despite a steady growth in

the workload of nearly every civilian agency of Government—ranging

all the way from the number of income tax returns to the number of

visitors to our national parks. The reduction in expenditures will be

achieved despite built-in and relatively uncontrollable expenditure

increases resulting from past commitments and legislative provisions,

including higher costs for interest on the debt and for military and

civilian pay increases required by law.

Administrative budget receipts are expected to increase in 1965 to

$93.0 billion, $4.6 billion over 1964. This increase, reflecting the

expectation of a strongly growing economy spurred by prompt enact-

ment of the tax program, takes into account the estimated revenue

losses from the new tax rates.

The resulting administrative budget deficit of $4.9 billion for 1965

is $5.1 billion below the deficit now estimated for the current year

and marks an important first step toward a balanced budget.
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SUMMARY OF FEDERAL RECEIPTS AND PAYMENTS

[Fiscal years. In billions]

Description 1963
actual

1964
estimate

1965
estimate

FEDERAL RECEIPTS

Administrative budget receipts

Trust fund receipts

Deduct: Intragovernmental transactions.

$86.4

27.7

4.3

$88.4

30.2

4.2

$93.0

30.9

4.1

Total cash receipts from the public. 109.7 114.4 119.7

Add : Adjustment from cash to accrual basis

Deduct: Receipts from loans, property sales, and other adjust-

ments

0.6

1.0

National income account receipts—Federal sector.

FEDERAL PAYMENTS

Administrative budget expenditures

Trust fund expenditures (including Government-sponsored enter-

prises)

Deduct: Intragovernmental transactions and other adjustments.

109.3

92.6

26.5

5.4

Total cash payments to the public. 113.8

Add : Adjustment from cash to accrual basis

Deduct: Disbursements for loans, land purchases, and other ad-

justments

0.6

1.8

National income account expenditures—Federal sector.

EXCESS OF RECEIPTS (+) OR PAYMENTS (-)

Administrative budget _.

Receipts from and payments to the public.

National income accounts—Federal sector.

112.6

-6.3

-4.0

-3.3

-0.1

0.7

-0.2

0.7

113.6 118.8

98.4

29.3

5.0

122.7

0.1

3.7

119.1

-10.0

-8.3

-5.5

97.9

29.4

4.6

122.7

1.1

2.3

121.5

-4.9

-2.9

-2.8

The traditional administrative budget does not include a number
of important Federal activities financed through trust funds, such

as social security and Federal aid to highways. These activities and

the special taxes which finance them have substantial economic effects

and serve significant public purposes. A comprehensive disclosure

of Federal finances is provided by the consolidated casli statement of

Federal receipts from and payments to the public.

On the cash basis, total payments to the public are estimated at

$122.7 billion for 1965. Total receipts from the public are estimated

at $119.7 billion, resulting in a $2.9 billion excess of payments over

receipts. The estimates of cash payments and receipts in 1965 reflect
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the normal, built-in (growth of trust fund benefit payments, and the

emploj'^ment and excise tax revenues which finance them.

Another measure of Federal finances—one which emphasizes the

impact of the Government's fiscal activities on the economy—is based

on the national income accounts. Under this concept, Federal fiscal

data, including the trust funds, are generally estimated on an accrual

rather than a cash basis, and eliminate transactions, such as loans,

which do not directly result in production and income. These data

indicate an excess of payments over receipts of $2.8 billion in fiscal

year 1965.

THE ECONOMY AND TAX REDUCTION

The Federal budget is a detailed plan for managing the business

of Government, but it is more than that : In setting the relationship

between Government expenditures and taxation, the budget is also a

powerful economic force which can help or hamper our efforts to

achieve stable prosperity and steady growth.

The expenditure proposals in this budget are ample to satisfy our

most pressing needs for governmental services, but the broad economic

stimulus needed to carry our economy to new high ground in produc-

tion, income, and employment will not come principally from Govern-

ment outlays. I believe—as did President Kennedy—that the pri-

mary impetus needed to move our economy ahead should come, in

present circumstances, from an expansion of the private sector rather

than the public sector. Therefore, the earliest possible enactment of

the tax reduction bill now before the Congress is an integral and vitail

part of my budgetary proposals.

Our country is currently in its fourth postwar period of economic

expansion—a period which started in February 1961, and has now
lasted nearly 3 years.

Preliminary estimates indicate that the Nation's total output of

goods and services—our gross national product—rose to $585 billion

in calendar year 1963, an increase of 5.4% over 1962.

Over the same period, personal income rose 4.7%, industrial pro-

duction 5.1%, and corporate profits 10.5%.

Price stability has been maintained for the sixth consecutive year.

This is a record of strong expansion—and yet the expansion has

not been strong enough to absorb the margin of idle workers and idle

plant capacity which continues to tarnish our economy's performance.

Almost 3 years after the trough of the last recession, and despite the

creation of 2I/2 million new jobs in our economy, the unemployment
rate now stands at 51/2%. Our factories continue to produce below

their optimum rate. As a nation we are producing at a rate at least

$30 billion below our comfortable capacity. This is a gap for which
we are paying a high price in idle resources, both human and physical.



12 THE BUDGET FOR FISCAL YEAR 1965

This gap must be closed. It must be closed—as President Kennedy
urged a year ago—by loosening ''the checkrein of taxes on private

spending and productive incentives." It must be closed promptly,

for the unemployed have already waited too long for jobs which can

be created simply by allowing our people to spend and invest a greater

part of the money they earn.

The bill approved by the House of Representatives last September

meets the fundamental requirements for tax action in 1964. I propose

only two changes in that bill

:

• The bill provides for a reduction in the rate of withholding on

wages and salaries from 18% to 15% for calendar 1964, starting

on January 1, 1964. Since that date has already been passed, the

institution of the 15% withholding rate at a later date in 1964

would require substantial additional refunds to taxpayers next

year. A corresponding part of the economic stimulus provided

by the tax program would be delayed until then. Hence, I pro-

pose that the withholding rate be reduced to 14% rather than 15%,
effective as soon as possible after enactment. This will assure that

the beneficial effects of the 1964 tax reductions are felt immediately,

instead of being postponed, in part, for a year. It will simplify

procedures for taxpayers and their employers by making unneces-

sary another change in the withholding rate in 1965, as provided in

the House bill. Moreover, the change will also maintain approxi-

mately the same division between the fiscal year 1964 and 1965

revenue impact of tax reduction as would have resulted from the

House bill. The revenue estimates in this budget assume approval

of this change.

• The House bill fails to close the loophole by which property trans-

ferred at death now escapes capital gains taxation, but it never-

theless would reduce the rate of taxation on capital gains. With-

out the former provision, the latter provision is unwarranted, and

it should be deleted from the bill.

With these two changes, I urge the enactment of the House bill

by the Senate.

With prompt enactment of the tax program, economic expansion in

1964 should proceed briskly. Reflecting the effects of the first stage of

the tax reduction, the gross national product in calendar year 1964

should rise to about $623 billion, plus or minus $5 billion. This is

substantially higher than the GNP which could be expected in the

absence of prompt enactment of the tax legislation. In fact, since

expectations of a tax reduction have been incorporated into the for-

ward planning of many business firms, tlie effect on the economy of

failure to pass the legislation swiftly might bo deeply disturbing.
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As the tax reduction takes full effect, its stimulus to private con-

sumption and investment will shrink the $30 billion gap between

the Nation's actual and potential output, and provide approximately

2 million additional jobs for the unemployed and the new w'orkers

entering the labor force. As economic activity expands, and personal

and business incomes increase. Federal revenues will also rise. The
higher revenues, combined with continuing pressure for economy and
efficiency in Federal expenditure programs, should hasten the achieve-

ment of a balanced budget in an economy of full prosperity.

RECEIPTS FROM THE PUBLIC

[Fiscal years. In billions]

Source
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Federal Receipts

1942

FiKal Years

1945 1950 1955 1960 1965

Estimate

All corporations will pay lower tax rates, with incorporated small

businesses receiving the largest proportionate tax rate reduction be-

cause the tax rate on the first $25,000 of their taxable income is reduced

from 30% to 22%. Large corporations (with estimated tax liabilities

above $100,000) will have to speed up their tax payments in order to

reduce the lag between the time when taxable profits are earned and
the time when taxes are paid ; however, this speedup plan is gradual,

shifting the timing of corporation tax collections a bit each year for

the next 7 years.

The combination of the investment tax credit and the revision of

depreciation guidelines achieved in 1962, plus the $2i/^ billion tax rate

reductions and structural changes proposed for corporations in the

pending bill, wnll result in a total reduction of about $5 billion in

corpora^te tax liabilities.

The bill also contains many changes in the income tax laws that

are designed to reduce the weight of taxes where the burden is most

unfair, and to correct special tax advantages which will no longer be

equitable under the proposed structure.

Excise tax extension,—The Congress should extend several cur-

rent excise tax rates which will otherwise decline or expire on July 1,

1964. These excise taxes have been continued at the present rates

through annual extensions for the past several years. Without exten-

sion, revenues would fall by $1.7 billion during fiscal year 1965.
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User charges.—Many Federal Government programs furnish spe-

cific, identifiable benefits to the individuals and businesses using

them. Equity to all taxpayers demands that those who enjoy the

benefits should bear a greater share of the costs. I am, therefore,

renewing recommendations for the enactment of user charges for com-

mercial and general aviation and for transportation on inland

waterways.

Appropriate fees should also be assessed in other areas where the

Government provides special services. New legislation is necessary

in several cases to carry out this policy—such as a revision of patent

fees to reflect today's costs more adequately—and appropriate pro-

posals are either before the Congress or will be forwarded this year.

NEW OBLIGATIONAL AUTHORITY

Obligations incurred by Federal agencies under authority pro-

vided by the Congress are the forerunners of Federal expenditures.

Expenditure control, therefore, depends substantially upon careful

control of obligations.

In this budget, new obligational authority of $103.8 billion is pro-

posed in the administrative budget for fiscal year 1965. This is $1.2

billion above the amount now estimated for fiscal year 1964, but is $4.1

billion less than was originally requested for the current year in the

1964 budget. The amount recommended for 1965 includes $50.9 bil-

lion for the Department of Defense (including military assistance),

$120 million less than the amount for the current year.

NEW OBLIGATIONAL AUTHORITY

[Fiscal years. In billions]

Description
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the recently amended manpower training program and the proposed

youth employment legislation ; and $500 million for special appropria-

tions requested for new commmiity programs to attack poverty. Ma-
jor decreases include $1.5 billion for the Housing and Home Finance

Agency, reflecting nonrecurring authority requested in 1964, and $1.3

billion for the Department of Agriculture.

Of the total amount proposed, $40 billion will become .available

under permanent authorizations without further congressional action,

including $27.6 billion becoming automatically available as revenues

flow into the trust funds. In the administrative budget, the principal

permanent appropriation is to pay the interest on the public debt

which in 1965 is estimated at $11 billion, $0.4 billion more than in

1964.

For the current fiscal year, the Congress is requested to enact $4.2

billion of additional new obligational authority to provide needed

funds for housing and space programs and to finance legislation en-

acted last year for which no appropriations were provided—such as

increased military compensation, broadened manpower development

activities, aid to higher education, vocational education activities, and

mental retardation programs. Including supplemental authoriza-

tions, a total of $102.6 billion in new obligational authority is esti-

mated for fiscal year 1964 in the administrative budget.

GOVERNMENT PROGRAMS AND EXPENDITURES

The expenditures proposed in this budget are necessary to meet

the needs of our growing society, promote the basic strength of the

Nation, honor our worldwide commitments, and fulfill our financial

obligations.

Between 1955 and 1965, our population will grow by almost 30

million people, about 17%, with the largest increases In the very young
and the very old age groups. To keep pace, the Federal Government

has had to continue existing public services and provide the additional

services needed for future growth. The expansion of the economy,

even though falling short of its potential in recent years, has helped

provide the resources for both increased public and private services.

We will continue to experience rapid population growth while we
seek to improve the rate of economic growth, and over the long run

this will put upward pressure on Government expenditures for civilian

purposes. Nevertheless, wherever and whenever possible, we should

try to reduce costs, curtail less urgent activities, and find other savings

to permit essential new or growing services to be financed at the least

cost to the taxpayer. That has been the policy in this budget. Essen-

tial services have been provided while administrative budget expendi-

tures decline by over one-half billion dollars between the fiscal years

1964 and 1965.
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THE 1964 AND 1965 BUDGETS COMPARED

(In billions)
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PAYMENTS TO THE PUBLIC

[Fiscal years. In billions]

Function
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for project grants to meet special educational needs. All told, in 1965

more than $1 billion of Federal resources under existing and proposed

legislation would be concentrated, through local community action pro-

grams, in an intensive and coordinated attack on poverty.

Special emphasis is also being given to the economic needs of the

165,000-square-mile Appalachian region of the United States, which

has been largely bypassed in the growth of prosperity in recent years.

This emphasis by the Government, combined with the resources and

activities of State, local, and private institutions and enterprises in

the region, will be directed toward the development of the natural re-

sources of the region, and the promotion of better employment oppor-

tunities for its people.

National defense.—To preserve freedom and protect our vital

national interests in these recent years of uneasy peace, this Nation

has invested heavily in the improvement of its defenses. We have

chosen not to concede our opponents supremacy in any type of poten-

tial conflict, be it nuclear war, conventional warfare, or guerrilla con-

flict. We have now increased the strength of our forces so that, faced

with any threat of aggression, we can make a response which is ap-

propriate to the situation. With present forces and those now
planned, we will continue to maintain this vital military capability.

During the past 3 years, we have achieved notable increases in mili-

tary readiness, including

:

• A 100% increase in the number of nuclear weapons available in

the strategic alert forces.

• A 60% increase in the tactical nuclear forces deployed in Western

Europe.
• A 45% increase in the number of combat-ready Army divisions.

• A 35% increase in the number of tactical fighter squadrons.

• A 75% increase in airlift capability to improve mobility.

These rapid gains result from an increase in cash payments for mili-

tary purposes from $47.7 billion in 1961 to $56.0 billion in 1964.

Along with the high level of preparedness we have now achieved,

vigorous efforts to promote economies in the management of our

Armed Forces have been producing significant savings. We are

therefore able to propose a decrease of $800 million in cash outlays

($1.3 billion in the administrative budget) for national defense in

fiscal year 1965 while maintaining our position of strength.

Nevertheless, national defense expenditures w^ill remain high.

These payments, estimated at $55.2 billion ($54.0 billion in the admin-
istrative budget) in 1965, will provide for all essential military pur-

poses, including substantial improvements in our present and planned
military capabilities. For example, the 1965 budget provides for
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additional Minuteman missiles, further improvements in our air, land,

and sea tactical forces, procurement of additional airlift aircraft, and

continued research and development to ensure our ability to counter

new threats.

To reinforce the total defense effort, the Congress should authorize

funds for fallout shelters in public buildings, schools, hospitals, and

other nonprofit institutions.

Although we continue to seek a relaxation of tensions, we cannot

relax our guard. While the nuclear test ban treaty is a hopeful sign,

neither that treaty nor other developments to date have, by themselves,

reduced our defense requirements. We will continue underground

nuclear testing, maintain our above ground test facilities in ready

condition, maintain strong weapons laboratories, and continue the

development of detection devices. However, because of the nuclear

strength we have achieved, it will be possible to cut production of

enriched uranium by 25% and to shut down four plutonium piles.

Our inventories of strategic and critical materials are being re-

viewed to assure that they are necessary for current civil and military

defense requirements. I recommend that the Congress enact legisla-

tion to improve the management of these materials and simplify the

disposal of those no longer needed.

International affairs and finance.—The less-developed nations

are engaged in a critical struggle for political independence and eco-

nomic betterment. This struggle takes many forms, from combating

armed aggression and subversion in Vietnam to advancing na-

tional efforts to reduce poverty and illiteracy in South Asia, Latin

America, and other areas. Upon the outcome of this struggle will

depend the stability and security of much of the world. Through our

programs of foreign assistance, we provide aid to these free peoples

and thereby advance our own vital interests. It is essential that we

continue, with a small portion of our great resources and technical

knowledge, to promote in the emerging nations hope and orderly

progress, replacing misery, hostility, and violence.

The $2.4 billion of new obligational authority recommended for

1965 in this budget for the programs of the Agency for International

Development is $1.1 billion less than originally requested for 1964.

It will make the total 1965 obligational availability for the program

equivalent to the amount provided by the Congress for 1964 including

unobligated funds carried forward from the prior year. The 1965

recommendation represents a prudent assessment of the funds required

to fulfill the obligations we have undertaken and the opportunities Ave

seek in a changing and challenging world.

The amount requested reflects a continuing effort to increase the
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effectiveness and efficiency of our assistance programs. We are reduc-

ing AID staffing by several hundred employees, proportionately one of

the largest reductions of any agency in Government. We are stress-

ing the necessity for recipient countries to take adequate self-help

measures. The 1965 request reflects the successes we have had in

reducing the dependence of some nations upon the low-cost foreign

aid loans made by the Agency for International Development; by

1965 a number of countries will have turned to other sources and types

of loans more consistent with their increasing economic strength.

On the other hand, the 1965 budget does not allow for sudden

opportunities that sometimes present themselves in international

economic affairs. We must be able to take quick advantage of situa-

tions in which resolute and decisive actions can turn threats to the

free world into constructive evidence of our determination to pre-

serve the peace. We must also be able to take advantage of oppor-

tunities in which swift action can advance us dramatically along

the road to free world cooperation and prosperity. Should such

opportunities arise, I will request prompt action by the Congress to

provide any additional funds needed to meet emerging requirements.

Our partners in the Alliance for Progress will continue to receive

our most determined support and generous cooperation. Recent

improvements in the organization of the Alliance should permit an

acceleration of this program and foster ever greater hemispheric unity.

I am therefore proposing an expanded bilateral program for the

Alliance in 1965. Upon completion of negotiations and arrangements

Avith other member countries, legislation will also be proposed to

provide additional fimds for long-term, low-interest loans by the Inter-

American Development Bank.

The sincerity of our purpose overseas is exemplified by the highly

successful work of the Peace Corps. As a result of this record and

the gratifying flood of requests for the services of the Corps, funds

are requested in 1965 for 14,000 volunteers, as compared with 10,500

in 1964.

Space research and technology.—Our plan to place a man on the

moon in this decade remains unchanged. It is an ambitious and im-

portant goal. In addition to providing great scientific benefits,

it will demonstrate that our capability in space is second to no
other nation's. However, it is clear that no matter how brilliant

our scientists and engineers, how farsighted our planners and man-
agers, or how fragal our administrators and contracting personnel,

we cannot reach this goal without sufficient fimds. There is no
second-class ticket to space.

Appropriations enacted for 1964 for the National Aeronautics and
Space Administration were $600 million below the amount requested.
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As a result, major development programs leading to the manned lunar

landing have fallen behind schedule. Careful replanning of the entire

program, including a reduction in the number of test flights, will offset

some of this delay. Even so, more funds are needed in 1964, and I am
therefore recommending a supplemental appropriation of $141 million

for this year.

For 1965, I am requesting appropriations of $5.3 billion, $63

million above the 1964 amomit, including the proposed supplemental

appropriation The 1964 and 1965 recommendations represent the

minimum amount needed to achieve our goals in space. The estimated

increase of $590 million in expenditures in 1965 is due principally to

payments required by commitments made in 1964 and earlier years.

With the leveling off of appropriations, annual outlays should remain

relatively stable in subsequent years.

In addition to the manned space flight program, though related to

it, funds are included to support unmanned space flights for lunar

exploration and supporting research and development. Funds are

also included for scientiflc satellites, planetary probes, and experiments

with meteorological and communications satellites.

Agriculture and agricultural resources.—At the present time, our

farms are able to produce all we need for domestic use and all we can

reasonably expect to sell abroad with substantially less land and man-

power than are now being used. As a result, we have crop surpluses,

inadequate farm income, underemployed rural people, and improper

land use. A wide range of Government programs, including the feed

grain and wheat programs, rural area development, and the more
constructive use of surplus production at home and in Food for Peace,

have improved this situation. Nevertheless, we need further efforts

to help the farm economy adjust to its rapidly changing economic and
technological environment and to help the Nation take advantage of

its remarkably productive agriculture.

I shall shortly transmit to the Congress my recommendations for

agricultural legislation. Included will be cotton and dairy proposals

that will decrease by $230 million the estimated expenditures of the

Commodity Credit Corporation in 1965.

Titles I and II of Public Law 480 (Agricultural Trade Develop-

ment and Assistance Act), the principal authority for our Food for

Peace program, should be extended beyond their expiration date of

December 31, 1964. Legislation also should be enacted to encourage

the shifting of more of our present cropland to less intensive uses.

Federal payments in 1965 for agriculture and agricultural resources

are estimated at $5.1 billion, a reduction of $1.3 billion from 1964.
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This reduction is expected to occur mainly in farm commodity pro-

oframs. A part, however, depends upon congressional approval of

legislation proposed last year authorizing the Farmers Home Ad-

ministration to insure private credit for financing the rural housing

program and a new proposal providing for fees to cover the costs of

meat, poultry, and grain inspection services.

Natural resources.—We must manage and develop oiir natural

resources wiselj^, to meet the needs of an increasing population and

growing economy. Even within the limits of a restrictive budgetary

policy, public investments must be made in resource conservation and

development and in research to enable us to use more effectively our

water, land, minerals, forests, and other resources. Federal cash

payments of $2.7 billion are estimated in 1965 for these purposes.

The budget provides for continuing construction of going projects

which will supply water to our cities, industries, and farms; abate

water pollution and improve water quality; control destructive floods;

produce electric power ; improve navigation ; and provide recreational

opportunities. Provision is also made for the Corps of Engineers

and the Bureau of Reclamation to start 44 new projects with an esti-

mated total Federal cost of $512 million.

The need for outdoor recreational areas and facilities is growling

rapidly. To help meet this need, legislation should be enacted to

assist States in providing recreational opportunities. Legislation

should also be enacted to preserve seashore and other areas with im-

portant recreation potential, and to protect our remaining wilderness

areas.

Commerce and transportation.—To encourage continuing growth

of our Nation's millions of privately ow^ned businesses, the Govern-

ment provides extensive aids, particularly to smaller businesses and

areas of persistent unemployment, and helps assure the availability of

adequate transportation and communication facilities.

Enactment of legislation already approved by the Senate is essential

to provide the additional authorizations necessary for the area redevel-

opment program to go forward and to permit necessary improvements

in that program.

Major proposed revisions in our national transportation policy are

also pending before the Congress. These proposals would make sub-

stantial contributions toward a more efficient transportation system

by placing greater reliance on the forces of competition and improving

the effectiveness of Government regulation. Extensive hearings have

been held on these proposals and I recommend their prompt enactment.
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Commerce and Transportation

Total Expenditures

X

t

—

Trust Fund Expenditures,

Mainly Hishways

Administrative Budget Expenditures
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Fiscal Yean Estimate

Total Federal payments for commerce and transportation programs
will amount to $6.6 billion in 1965. This is about the same amount as

in 1964. Higher outlays from the Highway trust fund (financed

by special taxes on highway users), increased loans and grants to re-

develop depressed areas, and financing of a design competition for the

civil supersonic transport aircraft will be offset by reductions for the

temporary accelerated public works program and the postal service,

and by strict economies in all programs.

Housing and community development.—In the Housing Act of

1961, the Congress substantially broadened Federal aids to private

enterprise and local public agencies to help improve housing condi-

tions and rebuild urban communities. The act also made funds avail-

able to finance these programs for several years. In several cases,

these funds are now almost depleted. I am therefore recommending
legislation to provide authority and funds for continuing such pro-

grams as urban renewal, urban planning and open space grants,

housing loans for the elderly, and low-rent public housing. In addi-

tion, I am recommending important revisions and expansions essential

to increase the effectiveness of these programs in meeting critical

needs—particularly the needs of lower income groups whose inferior

earning power seriously handicaps their efforts to achieve adequate

living conditions.
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Legislation is already being considered by the Congress to

strengthen Federal aids to urban communities in order to help mod-

ernize and enlarge necessaiy mass transportation facilities. I urge

that action be completed soon on this vitally needed program.

To carry on and improve housing and community development pro-

grams without adding to net budgetary requirements, we shall con-

tinue to sell to private lenders federally owned mortgages acquired

in earlier years. New legislation is proposed to increase the effec-

tiveness of the sales program. The proceeds of such sales and other

receipts of housing and community development programs are ex-

pected to more than offset payments for these programs in 1965, with

resulting net receipts estimated at $40 million.

Health, labor, and welfare.—This budget places major stress on

strengthening the productivity of our labor force, improving the

health of our people, and reducing the fear of economic insecurity.

In 1965, the Federal Government will strengthen the health, labor,

and welfare activities which contribute to these objectives. Payments

for these activities, mainly from self-financing trust funds, will be

$28.6 billion, about $1.3 billion more than in 1964.

Most of the payments are for social insurance and public welfare

programs which complement efforts by individuals and families to

provide for their own security. These programs have been signifi-

cantly improved by legislation enacted in recent years. To foster

greater self-sufficiency and reduced reliance on public welfare, the

Congress should enact proposed legislation to create a National Serv-

ice Corps and expand demonstration projects in community work

proQ:rams.

The budget proposals for health activities in 1965 will continue

to strengthen the National Institutes of Health and the Food and

Drug Administration and will improve environmental health pro-

tection. The budget provides for rapid progress under the legis-

lation passed in the last session of the Congress to combat mental

illness and retardation, increase the number of doctors and dentists,

and reduce air pollution. New legislation is needed this year to im-

prove nurse education and to extend the Hill-Burton program for con-

struction of medical facilities, expanding and redirecting it to meet

pressing needs for nursing homes and for modernizing urban

hospitals.

Pending legislation to provide urgently needed health insurance

for aged persons through the social security system should also be

enacted. Provision should be made for benefits to be paid from

administrative budget funds to those not eligible under the social

security system. Since benefit payments would not start until 1966,

this provision would not affect the 1965 budget.
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Health, Labor, and Welfare

Total Expenditures

5—

Trust Fund Expenditures,

Mainly Social Security
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For manpower training and services, the budget recommends for

both 1964 and 1965 the full authorization provided under the recent

amendments to the Manpower Development and Training Act. More
than 275,000 unemployed workers, including youths found miqualified

for military service, will be trained on jobs and in classrooms during

1965. Of these, about 60,000 will receive basic literacy education.

Prompt enactment of the Youth Employment Act is needed to pro-

vide work and training in camps and in hometown projects for an
estimated 60,000 youths. Legislation is again recommended to im-

prove the State unemployment insurance programs financed from the

unemployment trust fund ; this legislation would extend coverage to

more people and lengthen the duration of benefits.

Education.—Bills enacted last year for Federal assistance to

higher education and enlarged Federal support for vocational educa-

tion mark important milestones in efforts to improve our educational

system on a national scale. The budget includes supplemental appro-

priations for 1964 so that these measures can be implemented

promptly.

But much remains to be done. Important elements of the education

program proposed last year have not yet been enacted. In particular,

attention must be turned to the basic foundation of our educational

system—the elementary and secondary schools. First, I recommend
enactment of pending legislation providing grants to raise teachers'

salaries and build critically needed classrooms. Second, to supple-
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ment this general aid, I am also recommending an expanded program

providing project grants to meet special educational needs and to

provide special services for schoolchildren, particularly for use in

connection with community action programs to combat poverty.

The Congress should also enact the remaining portions of last year's

proposals, such as the federally guaranteed loan program and the

work-study program for college students; and the proposals directed

at special educational needs of other individuals, including graduate

students, prospective and existing teachers, all citizens who appreciate

the advantages of good public libraries, adults who have missed the

opportunity for basic schooling in the "3-R's", and those who seek

to make learning a continuing process through university extension

services.

In keeping with the continuing need to strengthen the scientific and

technological resources of the Nation, the budget also provides for ex-

pansion of the National Science Foundation's basic research and

science education programs. Major emphasis will be placed on in-

creasing support for graduate students in the sciences and on

strengthening science instruction and facilities in colleges and uni-

versities, one objective of which is to develop additional top-ranking

centers of graduate study in the sciences.

Expenditures for education are estimated at $1.6 billion in 1965, an

increase of $0.3 billion over 1964. New obligational authority of

$3.1 billion is requested, up $1.2 billion from 1964.

Veterans benefits and services.—W& have a lasting obligation to

those who died or were disabled in the defense of the Nation, and to

their dependents. During the past 3 years a cost-of-living increase in

disability compensation rates has been provided, and increases in bene-

fits have been granted for the widows, children, and dependent par-

ents of veterans who died as a result of military service. In addition,

vocational rehabilitation programs have been extended to disabled

peacetime ex-servicemen and to those wartime veterans who were

precluded from entering training within the regular time limits.

In 1965, the Federal Government will spend $5.5 billion on its pro-

grams for veterans. This is $425 million less than in 1964, mainly be-

cause of an anticipated substantial rise in receipts from sales by the

Veterans Administration of Government-owned mortgages, which are

applied against expenditures.

"We will continue to make certain that veterans with service-related

disabilities, and their dependents, are fairly provided for. Benefits

and services for other groups of veterans will also continue to be pro-

vided, but with the recognition tliat veterans and their families are

sharing to an increasing extent in Federal, State, and local programs
which are raising the standards of income maintenance, educational
opportunity, and health and welfare for all Americans.
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SPECIAL ASPECTS OF THE GOVERNMENT PROGRAM

Certain additional elements of the proposed 1965 Government pro-

gram deserve special note.

Federal expenditures and the balance of payments.—The recent

improvement in the U.S. balance of international payments represents

progress toward eliminating our persistent payments deficit. Pre-

liminary estimates indicate that the gross balance-of-payments deficit

in the second half of calendar year 1963 was roughly one-third that

of the first half. For the year as a whole, these estimates show the

deficit to be the lowest since 1957.

Three factors in particular have contributed to the improvement
during the past year: the continued price stability of U.S. products, a

proposed interest equalization tax on foreign securities, which would
be effective as of July 1963, and an increase in short-term interest rates.

Anticipation of the proposed tax, which is intended only as a tempo-

rary measure, has already had a favorable effect. To insure continu-

ing benefits from the tax during the critical period ahead, I urge its

speedy enactment by the Congress. Enactment of the tax reduction

legislation now before Congress will also help the balance of payments

by making U.S. firms more competitive in world markets and by pro-

moting the kind of economy which will be more attractive to U.S. and
foreign investors.

During the past one and a half years, all Federal Govei'nment ac-

tivities affecting the balance of payments have been under continuing

scrutiny for the purpose of finding savings—large and small—which

can be made in payments abroad. In some cases, purchases or activi-

ties formerly conducted overseas have been restricted to the United

States. In others, they have been eliminated. Over 80% of the cur-

rent obligations by the Agency for International Development for

loans and grants to developing countries now must be spent for goods

and services produced in the United States. In addition, defense off-

set agreements with certain of our European allies, the prepayment of

funds previously loaned to foreign governments, and the sale of special

nonmarketable, medium-term Treasury bonds to foreign central banks

have been particularly helpful to our balance of payments.

As a result of the reviews and actions undertaken, the net annual

outflow from Federal Government programs—payments less regular

receipts—is estimated to drop by $800 million between 1963 and 1965.

This excludes special receipts of a nonrecurring nature, such as pre-

payments of loans, sales of nonmarketable medium-term securities,

and advances received on military exports.
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Federal expenditures of an investment nature.—A large part

of the civilian expenditures of the Federal Government contributes

directly and indirectly to the growth and development of the Nation's

physical and human resources. For example, budget and trust fund

expenditures for fiscal year 1965 include $3.7 billion for Federal civil

public works, for the acquisition of major nondefense equipment and

other physical assets, and for small business, rural electrification, and
other loans and additions to civilian Federal assets. Another $5.3

billion of Federal civilian budget and trust fund outlays represent

grants for highways, hospitals, schools and other facilities which

increase State, local, and private physical assets.

Federal expenditures in 1965 also include $1.8 billion for such devel-

opmental activities as education, training and health, and $1.5 billion

for scientific research and development other than for defense and
space objectives. These outlays increase knowledge, enhance skills,

and strengthen the physical vigor and quality of the labor force.

Thus, of the total estimated Federal cash payments to the public in

1965, about $12.3 billion or 10%, represent an investment in civilian

programs which will help promote the long run growth of our Nation.

Furthermore, during fiscal year 1965 an estimated $8.2 billion will

be spent on defense research and development, including atomic

Additions to Non-defense Assets

$119.7
$122.7

$ Billio

Loans and

Financial

Investments

FEDERAL RECEIPTS
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energy, and $4.5 billion on space research and development. In the

long run these outlays will also make a valuable contribution to the

teclinological development and economic growth of our country.

Federal expenditures and the national output.—Direct Federal

purchases of goods and services in 1965 are estimated at $69.1 billion,

which is less than 11% of the gross national product ; five-sixths of these

purchases are for the defense and space programs. Total Federal

purchases of goods and services have remained at approximately 11%
to 12% of the gross national product throughout the last decade.

Other large portions of the budget, such as social security payments,

represent transfers of purchasing power to or within other sectors

of the economy. Such outlays, amounting to $52.4 billion in 1965, are

estimated to fall somewhat as a percent of total national output.

These include $31.8 billion for transfer payments—such as old-age

and survivors insurance benefits, unemployment compensation, and
military and veterans pensions—which improve the recipients' stand-

ard of living by providing them with increased purchasing power.

Similarly, grants-in-aid to State and local governments for such activ-

ities as highways, public assistance, and public health increase the

ability of these governments to provide local public services. These

Federal expenditures transferring purchasing power to other sectors

of the economy have more than doubled from 1955 tO' 1964, while Fed-

eral purchases of goods and services have risen by about 50%.

Federal Debt, Purchases, and Employment Down Relative to Total Economy

1965

Eftimate
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In fiscal year 1965, the Federal Government will add to its direct use

of total national output much less than will State and local govern-

ments. In contrast to the estimated rise of $1.3. billion in direct Fed-

eral purchases in 1965 as compared with 1964, present indications are

tliat purchases by State and local governments will continue to rise by

at least as much as the $3 billion to $4 billion by which they have

been increasing in recent years.

PUBLIC DEBT

Under present law the temporary debt limitation of $315 billion will

continue in effect through June 29, 1964. The temporary limit then

becomes $309 billion for one day, June 30, 1964, after which the per-

manent ceiling of $285 billion again becomes effective.

PUBLIC DEBT AT END OF YEAR

[Fiscal years. In billions]

Description
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Net Public and Private Debt

S Billio

The present temporary debt limits were enacted in Xovember 1963.

The House Committee on Ways and Means noted in its report of

November 4, 1963, that the ceilings were very restrictive, and cut

sharply into the normal allowances for contingencies and flexibility"

during periods of peak requirements in March and June. The report

also noted the concern of the Secretary of the Treasury that the debt

could not be reduced to the $309 billion limit set by statute for June 30,

1964, without disrupting orderly management of Treasury finances.

Based on the latest estimates contained in this budget, the debt

subject to limit on June 30, 1964, is now estimated to be $312 billion.

Accordingly, a change in the limit is necessary before June 30, 1964,

if serious difficulties in the conduct of public debt management are to

be avoided. A further change will be needed to cover the anticipated,

but reduced, deficit for 1965.
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Debt limitations which are so restrictive or so temporary in applica-

tion as to necessitate several legislative revisions in a single year—as

last year—conflict with economical operation of the Government and

effective financial management, and involve both the Congress and

the Executive in unnecessarily repetitive discussions of the same issues.

Instead, the debt ceiling should provide sufficient flexibility for soimd

management of the Government's finances at the lowest cost, and

also permit the Treasury leeway for actively supporting the Nation's

balance-of-payments position through timely debt operations. With

or without a restrictive debt ceiling, expenditures in this administra-

tion will be held to the lowest possible level.

EFFICIENCY AND ECONOMY IN GOVERNMENT

I call upon all Government employees to observe three paramount

principles of public service:

First, complete fairness in the administration of governmental

powers and services;

Second, scrupulous avoidance of conflicts of interest; and

Third, a passion for efficiency and economy in every aspect of Gov-

ernment operations.

For its part, the Federal Government must be a good employer. It

must offer cliallenging opportunities to its employees. It must be

prompt to recognize and reward initiative. It must pay well to attract

and keep its share of dedicated and resourceful workers. It must wel-

come fresh ideas, new approaches, and responsible criticism.

For 33 years I have been in Government service. I have known its

challenge, its rewards, and its opportunities. But all these will mul-
tiply in the years to come. The time is at hand to develop the Federal

service into tlie finest instrument of public good that our will and
ingenuity can forge.

Controlling employment.—Although both our population and our

economy are growing and placing greater demands upon the Govern-
ment for services of every kind, I believe the time has come to get our
work done by improving the efficiency and productivity of our Federal
work force, ratlier than by adding to its numbers.

This budget proposes a reduction in Federal employment in 1965

—

from 2,512,400 to 2,511,200 civilian employees—and I have directed

the heads of all departments and agencies to work toward reducing
employment still further. This reversal in the trend of Federal em-
ployment results from a rigorous appraisal of personnel needs, de-

termined measures to increase employee productivity and efficiency,

and the curtailment of lower priority work. It will be accomplished
despite large and unavoidable increases in workloads.

700-000 O—64 3
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Selected Program Trends
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Of the 91/2 million civilian employees of governments in the United

States today, 2i/^ million are employed by the Federal Government
and about 7 million by the State and local governments. In the decade

from fiscal year 1955, Federal civilian employment in the executive

branch will rise by 6%, while the population of the United States

will increase by 17% . State and local employment will increase about

65% during the same period.

In fiscal year 1955, we had 14 Federal civilian employees in the

executive branch for every 1,000 people; in fiscal year 1965, we will

have fewer than 13 Federal civilian employees to serve every 1,000

people.

Management improvement and cost reduction.—As substantial

as are savings due to tightening up on Federal employment, even

larger economies result from actions which eliminate waste and dupli-

cation, simplify unnecessarily complex systems and procedures, and
introduce new and better business methods.
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The emphasis on management improvement in the executive branch

diirinof the past 3 yeai"s has led to impressive economies on a very

wide front. Functions have been consolidated. Automatic data proc-

essing equipment has improved efficiency and reduced operating costs.

Excess property in the possession of one agency has been transferred

to others, saving substantial funds budgeted for new purchases. Pro-

ductivity has been increased in agencies with the heaviest volume

of workloads, thus avoiding payroll increases.

In the Department of Defense, the cost reduction program has

achieved exceptional results. Without impairing combat strength or

effectiveness, savings of over $1 billion were achieved in fiscal year

1963, and annual savings by fiscal year 1967 are expected to reach the

impressive figure of $4 billion. As part of this effort, defense bases

and installations no longer needed will be shut down. The number of

civilian employees in the Department of Defense will decrease by 10,-

000 in fiscal year 1964 and by another 17,000 in 1965—to the lowest

level since 1950.

I have directed all departments and agencies to continue and in-

tensify these efforts. When the search for economy is compromised,

the taxpayer is the loser.

Government organization.—The organization of the Government

must be adjusted to cope with new and challenging problems resulting

from scientific and technological advances, the development of new
and the elimination of old programs, and changes in policies and pro-

gram emphasis.

One of the most urgently needed improvements requiring congres-

sional action is legislation to create a Department of Housing and

Community Development to provide leadership in coordinating vari-

ous Federal programs which aid the development of our urban areas.

1 recommend that the Congress approve establishment of this new
Department during its current session.

The authority of the President to transmit reorganization plans

to the Congress expired on May 31, 1963. Legislation now pending

in the Congress should be enacted to renew this authority.

Salary reform and adjustment.—Although this budget is deliber-

ately restrictive, I have concluded that government economy will be

best served by an upward adjustment in salaries. In the last year

and a half the Federal Government has taken far-reaching steps to

improve its pay practices. The Federal Salary Reform Act of 1962

and the Uniformed Services Pay Act of 1963 established the principle

of keeping military and civilian pay generally in line with pay in

the private economy. This is a sound principle, and it is reinforced
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by the sound procedure of annual review. This principle is fair to

the taxpayer, to Government employees, and to the Government as

an employer.

This budget provides for the costs of such action in this session of

Congress. Any pay action by the Congress should bring salary rates

for top executive branch positions up to levels more nearly com-

mensurate with their respective responsibilities, and increase rates

for the Congress and the Judiciary. Economy and efficiency in gov-

ernment will come primarily from the hard and conscientious work
of our top managers, who are now plainly underpaid for what is

expected of them.

Government Civilian Employment

Federal

I

1942 1945

End of Fiscal Year

1950 1955

(24%)
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CONCLUSION

Approval of this budget will

:

• Lift a major barrier to more rapid growth in the private sector of

the economy by reducing tax burdens and providing investment

incentives.

• Meet the Nation's defense, international, and domestic require-

ments.

• Provide generously for human needs and, with local community

action, attack forcefully the pockets of hmnan want and deprivation

in our land.

• Advance efficient and economical administration in the Govern-

ment so that each tax dollar will be a dollar well spent.

The program proposed for 1965 should provide ample assurance of

our detennination to keep costs mider tight control and move the tax

reduction bill toward speedy approval. It should also provide ample

evidence that critical national problems need not go unsolved and

human wants unmet in a Nation rich in moral as well as material

strength.

A government that is strong, a government that is solvent, a gov-

ernment that is compassionate is the kind of government that endures.

There is no inconsistency in being prudent and frugal, in being alert

and strong, and in being sensitive and sympathetic to the imfilled

needs of the people.

This is the objective of this Administration. It is an objective

that will be met.

I firmly believe the proposals in this budget will serve the Nation
well and I ask the support of the Congress and the American people

in putting them into effect.

Lyndon B. Johnson.
January 21, 1964.
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Tabid. BUDGET RESUME (in billions of dollars)

ADMINISTRATIVE BUDGET AND TRUST FUND RECEIPTS AND EXPENDITURES

Description
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Table 2. RECEIPTS FROM AND PAYMENTS TO THE PUBLIC
(CONSOLIDATED CASH BASIS) (in billions of dollars)

Description 1963
actual

1964
estimate

1965
estimate

RECEIPTS FROM THE PUBLIC

Individual income taxes

Corporation income taxes

Employment taxes

Excise taxes

Unemployment tax deposits by States.

Estate and gift taxes

Customs
Veterans life insurance premiums
Other receipts

47.6

21.6

14.9

13.2

3.0

2.2

1.2

.5

5.6

Total receipts from the public _

PAYMENTS TO THE PUBLIC

National defense

International affairs and finance

Space research and technology

Agriculture and agricultural resources

Natural resources

Commerce and transportation

Housing and community development
Health, labor, and welfare

Education

Veterans benefits and services

Interest

General government
Deposit funds, net

Allowance for attack on poverty

Allowance for civilian pay comparability

Allowance for contingencies

Other undistributed adjustments:

Agency payments for employee retirement

Deduction from employees' salaries for retirement. ._

Increase (— ) or decrease in outstanding checks, etc.

Total payments to the public

Excess of receipts (+) or payments (—

)

109.7

53.4

2.2

2.6

7.3

2.5

5.8
-.3
25.7

1.2

6.0

7.4

2.0
-.2

-.9
-.9
-.1

113.8

-4.0

47.5

23.7

16.8

13.7

2.9

2.3

1.3

.5

5.7

114.4

56.0

2.5

4.4

6.3

2.6

6.6

1.3

27.3

1.3

6.0

8.1

2.2
-.1

-1.0
-.9
-.1

122.7

-8.3

48.5

25.8

17.0

14.5

2.8

2.7

1.5

.5

6.4

119.7

55.2

2.4

5.0

5.1

2.7

6.6
*

28.6

1.6

5.5

8.6

2.2
*

.2

.5

.3

-1.0
-1.0

122.7

-2.9

*Less than $50 million.

Note.^— This table shows the flow of money between the Government and the public on a cash
(collections and checks paid) basis. For fuller explanation, see special analysis A (pages 328 to 336).
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Table 3. NEW OBLIGATIONAL AUTHORITY BY TYPE AND FUNCTION
(In billions of dollars)

Description
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Table 4. NEW OBLIGATIONAL AUTHORITY BY AGENCY (in millions of dollars)
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Table 5. EXPENDITURES BY AGENCY (in millions of dollars)
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Table 6. INVESTMENT, OPERATING, AND OTHER EXPENDITURES

(In millions of dollars)

Description
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Table 7. FEDERAL RECEIPTS AND EXPENDITURES IN THE
NATIONAL INCOME ACCOUNTS (in billions of dollars)

Description 1963
actual

1964
estimate

1965
estimate

RECEIPTS, NATIONAL INCOME BASIS

Personal tax and nontax receipts

Corporate profits tax accruals

Indirect business tax and nontax accruals

Contributions for social insurance

Total receipts, national income basis

EXPENDITURES, NATIONAL INCOME BASIS

Purchases of goods and services

Transfer payments ..

Grants-in-aid to State and local governments

Net interest paid

Subsidies less current surplus of Government enterprises .

Total expenditures, national income basis

Surplus (+) or deficit (— ), national income basis

50.1
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Table 8. RELATION OF AUTHORIZATIONS TO EXPENDITURES

(In millions of dollars)

Description 1963
actual

1964
estimate

1965
estimate

ADMINISTRATIVE BUDGET FUNDS

New obligational authority (tables 3 and 4) :

'

Current authorizations

Permanent authorizations

Total new obligational authority

Unobligated balances brought forward, start of year (table

10)

Appropriations available in prior year

Appropriations available from subsequent year

Balances no longer available:

Unobligated balances rescinded

Unobligated balances lapsing

Canital transfers from revolving funds to general fund

Unobligated balances carried forward, end of year (table 10)

.

Obligations incurred, net (table 9)

Obligated balances brought forward, start of year (table 10)

Adjustments of obligated balances in expired accounts

Obligated balances carried forward, end of year (table 10) __

Subtotal

Interfund transactions (see note to table 14)

Total administrative budget ex.penditures (tables

and 5)

From new obligational authority

From balances of prior obligational authority.

90,635

11.648

102.283

38.974

-639

647

-1.085

-152

-45.309

94.720

40.953

-210

-42,308

93.155

-513

92.642

90.000

12.553

102.554

45.309

-647

796

-602

-198

-43,874

103,337

42,308

-5

-46,550

99,089

-685

98.405

91.404

12,384

103.789

43.874

-796

796

-510

-152

-41.693

105.308

46,550

-6

-53,352

98,500

-600

97,900

70,541

27.359

*Less than one-half million dollars.
Note.— This table (administrative budget and trust funds) summarizes and brings into relationship

totals from the various other tabulations. The types of new obligational authority and the consider-
ations involved in the various means of financing agency activities are explained on pages 146 to 149 .

' Excludes appropriations to liquidate contract authorizations: 1963, $804 million; 1964, $942 mil-
lion; 1965, $1,350 million.
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Table 8. RELATION OF AUTHORIZATIONS TO EXPENDITURES—Con.

To Be Used in 1965

70.5
m Expenditures

in 1965

97.9

Unspent Authorizations

Enacted in Prior Years

90.4
To be held (or Expenditures

in Later Years Ol.o

Unspent Authorizations

for Expenditures in

Future Years

95.0

(In millions of dollars)

Description
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Table 9. OBLIGATIONS INCURRED, NET (in millions of dollars)

Description

ADMINISTRATIVE BUDGET FUNDS

Legislative Branch
The Judiciary

Executive Office of the President

Funds appropriated to the President

Department of Agriculture

Department of Commerce
Department of Defense:

Military

Civil

Department of Health, Education, and Welfare-

Department of the Interior

Department of Justice

Department of Labor
Post Office Department
Department of State

Treasury Department
Atomic Energy Commission
Federal Aviation Agency
General Services Administration

Housing and Home Finance Agency
National Aeronautics and Space Administration.

Veterans Administration

Other independent agencies

District of Columbia
Allowance for attack on poverty
Allowance for civilian pay comparability

Allowance for contingencies

Total administrative budget.

TRUST FUNDS

Department of Commerce
Department of Health, Education, and Welfare-

Department of Labor
Veterans Administration

Civil Service Commission
Railroad Retirement Board
Other agencies

Total trust funds.

1963
actual

142

63

23

2.582

7.991

776

49.002

1.104

5.144

1,074

314

262

808

407

11.049

2.989
734
580

466

3.460

5.214

472

66

94.720

3.951

15.794

3.816

846

1.125

1.115

387

27.034

1964
estimate

157

67

25

3.049

7.329

896

51.631

1.180

6.101

1.276

342

478

651

457

11.883

3.079

892

658

857

5.397

5.382

1.185

66

300

103.337

3,816
16,706

3.571

642

1.286

1.129

1.507

28,656

1965
estimate

197

72

29

2.579

5.888
958

51.943

1.240

7.957

1,220

365

827

551

385

12,388

2,693

814

773

1.198

5.421

5.092

1.085

88

500

544

500

105.308

3.815

17.534

3.459

492

1.452

1.144

2.058

29.953

Note.— This table reflects the net obligations incurred, as explained on pages 146 and 147. For
administrative budget funds, obligations are determined by deducting from the gross obligations
the applicable receipts of public enterprise funds and intragovernmental funds, and the reimburse-
ments to general fund and special fund appropriations. For trust funds, net obligations are de-
termined by deducting from the gross obligations the applicable receipts of trust revolving funds
and the reimbursements to trust fund appropriations.
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Table 10. BALANCES OF OBLIGATIONAL AUTHORITY (in millions of dollars)

Description

Start 1963

Obli-
gated

Un-
obli-

gated

Start 1964-
End 1963

Obli-
gated

Un-
obli-

gated

Start 1965-
End 1964

Obli-
gated

Un-
obli-

gated

Start 1966

—

End 1965

Obli-
gated

Un-
obli-

gated

ADMINISTRATIVE BUDGET
FUNDS

Legislative Branch
The Judiciary

Executive Office of the President

Funds appropriated to the President

Department of Agriculture

Department of Commerce
Department of Defense—Military

Department of Defense—Civil. __

Dept. of Health, Education, & Welfare .

Department of the Interior

Department of Justice

Department of Labor
Post Office Department
Department of State

Treasury Department
,

Atomic Energy Commission
Federal Aviation Agency
General Services Administration

Housing and Home Finance Agency
National Aeronautics and Space Admin-

istration

Veterans Administration

Other independent agencies

District of Columbia
Special allowances

Total administrative budget

Recapitulation by type of balance:

Appropriations

Authorizations to expend from debt

receipts

Contract authorizations

Revolving and management funds

Total administrative budget

45

5

3

3.765

3.376

522

22.130

279

1.519

279

21

14

366

90

138

1.013

352

163

3.582

824

295

2.171

33

6.433

1.189

538

9.870

77

314

172

15

216

7

40

278

191

233

371

9.283

334

555

8.727

96

37

5

3

,098

.631

620

,012

254

,720

323

17

14

407

85

158

,245

357

278

,630

1.730

335

2.348

45

1

*

9.508

990

531

1.693

66

365

213

15

307

13

54

267

336

246

396

9.328

548

851

9.438

97

24

5

3

4.329

3.982

731

!0,343

293

2.289

485

29

n
512

158

167

1,524

459

381

4,275

2.726

368

3.340

37

.678

771

426

.041

35

470

119

14

301

7

32

255

167

357

.493

50

392

833

9.264

81

100

39

6

4

4.375

4.056
856

21.086
341

4.391

557

51

237

588

160

219

1.482

444

576

5.324

3.157

394

4.510

34

8.899

758

391

9.920

9

162

111

14

304

7

24

260

500

105

212

9.813

275

1.034

9.197
64

100

40.953 38.974 42.308 45.309 46.550 43.874 53.352 41.693

30.201

6.782

2.192

1.779

9.747

20.628

2.649

5.949

30,130

6,055

2,749

3.374

14.773

21.113

2.382

7.040

32.044

7.635

2.819

4.052

12.938

20.990

3.245

6.702

36.041

9.801

2.522

4.988

11.835

20.472

2.582

6.804

40.953 38.974 42.308 45.309 46.550 43.874 53.352 41,693

TRUST FUNDS
Department of Commerce
Dept. of Health, Education. & Welfare-

Department of Labor
Veterans Administration

Civil Service Commission
Railroad Retirement Board
Other agencies '

Total trust funds

3.085

22.116

5.824

6.517

12,389

3.698

2.279

6.139

22

8

349

92

90

2.196

2.718

21.312

6.269

6.383

13.51

3.699

3.555

6.374

23

23

357

106

90

2.344

2.617

21.679

6.890

6.460

14.607

3.788

4.418

6.516
37

39

361

123

90

2.366

2.591

21.645

7.364

6.682

15.546

3.923

4.545

Recapitulation by type of balance:

Appropriations '

Authorizations to expend from debt

receipts

Contract authorizations

Revolving and management funds

Total trust funds

2.727

17

5.029
453

55.909

44.203

865

3.897

6.944

8.896 57.445 9.316 60.458 9.532 62.295

2.953

-184
5.538

589

45.105

1.871

3.629

6.841

8.226 55.909 8.896

2.812

47

6.076

382

47.290

2.024

4.214

6.930

2.863

69

6.218

382

48.863

2.014

4.235

7.183

57.445 9.316 60.458 9.532 62.295

*Less than one-half million dollars.
Note.— For explanation of balances carried forward see page 148.

' Obligated balances include deposit funds.
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Table 11. THE PUBLIC DEBT (in millions of dollars)

Description
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Table 12. CIVILIAN EMPLOYMENT IN THE EXECUTIVE BRANCH

Description

As of June

1963
actual

1964
estimate

1965
estimate

Executive Office of the President

Department of Agriculture

Department of Commerce
Department of Defense:

Military and military assistance '

CiviP
Department of Health, Education, and Welfare.

Department of the Interior

Department of Justice

Department of Labor

Post Office Department
Department of State

Agency for International Development
Peace Corps

Treasury Department
Atomic Energy Commission
Federal Aviation Agency
General Services Administration

Housing and Home Finance Agency
National Aeronautics and Space Administration

Veterans Administration _

Other:

Civil Service Commission
Selective Service System
Small Business Administration

Tennessee Valley Authority

The Panama Canal

United States Information Agency
Miscellaneous independent agencies and other

Total

1,660

112.488

32.338

.017.117

32,648

81 ,062

69,558

32,081

9.567

587,161

24.519

16,782

1.110

86.579

7.120

46.313

32,650

14,160

29,934

172,864

4,085

6.916

3.387

17.917

14.966

11.793

23,513

1,621

116,800

34,603

.007,000

32,293

86.000

72.592

32,759

10.016

593.100

25.324

16,500

1,150

88,433

7,330

46.400

35,944

14,410

32.600

173.021

4.125

6.996

3.500

18,041

15,083

12,228

24,531

1.618

115.376

34,945

989.920

31,831

90,730

72,774

32,759

9.954

597,900

25,320

15,700

1,250

90,427

7,330

46,450

37,700

15,144

33,800

173,754

4,079

8,036

3,500

17,650

15,228

12,228

25.797

32.490.288 2,512.400 2,511.200

Note.— The figures include tentative estimates for employment under appropriations proposed for
later transmittal. In accordance with definitions of the Civil Service Commission, the figures cover
both those employees who are working on June 30, and also part-time and intermittent employees
who work at any time during the month of June.

' Consists of civilian employment for military functions and military assistance.
2 Employment of the Panama Canal and the U.S. Soldiers' Home is included under "Other" below.
^ Excludes 7,41 1 project employees for the public works acceleration program.
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ANALYSIS OF RECEIPTS BY SOURCE

This section of the budget suppleinonls the budget message with

udditioiml information about the reveime estimates atid the antici-

pated tax changes.

Economic base of estimates.—Prompt enactment of the pending

tax bill, making sizable tax reductions effective as of January 1, 1964,

will accelerate the growth of the economy toward full employment.

Under these conditions the Nation's output of goods and services is

expected to reach $623 bilhon in calendar year 1964, an increase of

$38 billion over calendar year 1963. This projection should be

taken as the midpoint of a $10 billion range, from $618 to $628 billion.

Substantial gains in personal income and corporate profits before

taxes will accompany the growth in output. Specifically, the revenue

estimates in the 1965 budget are based on the following economic

assumptions:
ECONOMIC ASSUMPTIONS

[Calendar years. In billiona|
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assume passage of the revenue legislation discussed in the proposed

legislation section of this analysis. Especially important is enactment

of the income tax program approved by the House of Representatives

and currently under consideration in the Senate. The reductions in

income tax rates are assumed to be retroactive to January 1, 1964.

Under the new income tax rates, tax payments by individuals and

corporations will be reduced by approximately $2.6 billion in fiscal

year 1964 and $8.0 billion in fiscal year 1965, calculated on the basis

of calendar 1963 income levels. These potential gross losses in tax

receipts, however, will be offset in part by increased revenues from

the economic stimulus of the tax cut and a new schedule for quarterly

corporation tax payments. As a result, the net revenue decline

from the tax changes is estimated to be $2.2 billion in fiscal year

1964 and $3.1 billion in fiscal year 1965. Despite this loss, income

tax collections, individual and corporate, are expected to be $3.1

billion greater in fiscal 1965 than in the current fiscal year, chiefly

because of the anticipated continuing expansion of economic activity.

RECEIPTS FROM THE PUBLIC

[Fiacal years. In millions]

Source
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Individual income tax receipts are estimated at $48.5 billion in

fiscal 1965 compared with $47.5 billion in 1964. This change reflects

the net effect of the anticipated reduction in tax rates and the asso-

ciated rise in personal income subject to tax.

Corporation income tax receipts are estimated at $25.8 billion in fiscal

year 1965, an increase of $2.1 billion over fiscal year 1964. The
decline in tax collections because of the reduction in corporation in-

come tax rates will be more than offset by the receipts gained from the

higher profits arising from the stimulation to economic activity and
from the acceleration of corporation tax payments under the terms of

the pending tax bill.

Excise tax receipts show an estimated increase of $766 million during

the coming fiscal year. Virtually all excise taxes will yield increased

revenues, accompanying the expected general rise in economic activity.

Employment tax collections will rise by $219 million in fiscal year

1965 to $17.0 billion. The increase reflects mainly higher levels of

employment and earnings and the increase in the taxable wage base

for the railroad retirement system from $4,800 to $5,400 enacted last

year.

Deposits by States for unemployment insurance are expected to

decline by $75 million. Because of generally rising employment, many
firms have maintained stable employment levels, and are qualifying

for reduced rates of payroll taxes under experience rating clauses in

their State laws.

Miscellaneous budget receipts in total will rise by $144 million to

$3.5 billion in fiscal year 1965. Increases estimated in a number of

components, including proposals for new or higher user charges, are

partly offset by declines in others.

Proposed legislation.—The following are the major revenue pro-

posals recommended for enactment this year.

Income tax rate and structural tax changes.—The pending revenue
bill will reduce tax rates on individual and corporate incomes, make
tax treatment among taxpayers more equitable, and bolster economic
incentives. Part of the tax reduction will be in effect during calendar

year 1964 and the remainder during calendar year 1965. When fully

effective, it will reduce income tax liabilities by over $11 billion a year.

The legislation is assumed to be enacted very early this calendar

year, with a 14% withholding rate on wages and salaries beginning in
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February, and with the initial stage of the new income tax rates

effective for the entire calendar year 1964. Accordingly, the reduced

withholding rate will influence receipts only during the last months
of fiscal 1964 and during the whole of fiscal 1965. When the second

stage of tax reductions goes into effect on January 1, 1965, the with-

holding rate will remain at 14%.
The rates on taxable individual incomes then will be in a range

from 14% to 70%, compared with the present range from 20% to

91%. The present first bracket of taxable income up to $2,000 for

single persons, and $4,000 for married couples, which is now taxed

at 20%, will be divided into four equal brackets, each of which will

be taxed at a different rate below 20%.
The combined normal and surtax rates on corporation incomes

above $25,000 will become 48%, compared with the current 52%.
Incorporated small businesses will receive an even larger tax rate

reduction, since the normal tax rate on corporation income below

$25,000 will decHne to 22% from the current 30%.
Corporations with income tax liabilities in excess of $100,000 per

year will have their tax payments moved closer in time to the accrual

of tax liabilities. The speedup of payments will start in calendar year

1964 and will be completed in 1970, when payments of estimated tax

liabilities greater than $100,000 will be made quarterly as the liability

develops. During the transition to the new payment schedule total

tax payments by these corporations will not exceed the taxes they

would pay under present rates on the same income.

The major structural revisions contained in the bill will become
effective on January 1, 1964. They include (1) a minimum standard

deduction that will reduce the tax liability of many low-income tax-

payers by more than the general rate reduction, (2) a limit on the

deductibility of certain State and local government taxes, and (3)

repeal of the dividend credit and an increase in the amount of dividend

income excluded from taxable income. Other important provisions

will reduce such special exemptions as tax-free sick pay allowances

for illnesses of short duration, limit the grouping of oil properties for

depletion allowances, and tighten the requirements on personal hold-

ing companies.

Excise taxes.—Under present law, the excise rates on distilled spirits,

beer, wines, cigarettes, passenger automobiles, and automobile parts

and accessories will be reduced on July 1, 1964, and the tax on general

telephone service will expire on July 1, 1964. The revenue estimates

in this budget are based on proposed legislation extending the present

rates of these taxes for 1 additional year.
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Federal unemployment tax.—Legislation is pending to increase the

payroll tax rate on employers under the unemployment insurance

system from 3.1% to 3.4%, effective on calendar year 1965 wages.

Federal receipts under this program will not show the effects of the

new tax rate until fiscal year 1966 because of the lag in depositing the

receipts with the Treasury. This increased tax rate is designed to

finance proposed improvements in the system, including a longer

period of eligibility for unemployment benefits.

User charges.—In keeping with the policy that a larger share of the

costs of programs which provide special benefits or privileges should

be met by those receiving the benefits, rather than by the general

taxpayer, legislation authorizing certain additional user charges,

and extending others, is recommended.
The most significant charges proposed affect commercial and other

users of transportation, and would become effective on July 1, 1964.

These include (a) continuing as a user charge the 5% excise tax on air

passenger transportation which would otherwise expire on July 1,

1964; (b) instituting a 5% tax on air freight; (c) extending to jet fuels,

cm-rently untaxed, the present 2 cents per gallon tax on fuels used in

commercial air transportation; (d) increasing from 2 cents to 3 cents

per gallon the tax on all fuels used in general aviation; and (e) initi-

ating user charges for the inland waterways through a tax of 2 cents per

gallon on fuels used in transportation on these waterways. The re-

ceipts from all of these charges will be retained in the general fund of

the Treasury under the proposed legislation.

In addition, a land and water conservation fund has been proposed

to finance planning, land acquisition and development of recreation

facilities, to be carried out chiefly through grants to States. The
revenues would come to this new fund from (a) existing and new ad-

mission and user fees in national forests, parks, and other recreation

areas, (b) the proceeds from the sale of surplus Government real

property, and (c) transfer of certain motor boat fuel taxes from the

highway trust fund.

Legislation to increase the fees charged by the Patent Office has

been sent to the Congress; the new fee schedule would bring the

Patent Office closer to a self-sustaining pattern of operations.

Rural Electrification Administration.—Legislation is again being

proposed to permit the Rural Electrification Administration to use

its repayments on outstanding loans to finance new loans. Enact-

ment of this legislation will reduce equally miscellaneous receipts and

REA expenditures in fiscal years 1964 and 1965, and will not affect

the budgetary surplus or deficit.
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ESTIMATED EFFECT OF PROPOSED LEGISLATION ON ADMINISTRATIVE BUDGET
RECEIPTS

[In millions]

Proposal Fiscal year
1965

Income tax rate and structure proposals (net)

Excise tax rate extensions:

Alcohol taxes

Tobacco taxes

Passenger automobiles

Parts and accessories for automobiles

General telephone service

Subtotal, excise tax rate extensions

Transportation user charge proposals:

Extend 5% tax on air passenger transportation

Tax transportation of air freight at 5%
Credit existing 2 cents per gallon aviation gas tax receipts to general fund

Extend 2 cents per gallon rate to jet fuels

Increase rate to 3 cents per gallon on fuel used in general aviation

Tax fuel used on inland waterways at 2 cents per gallon

Credit receipts from tax on gasoline used in motor boats to general fund (for use in

new land and water conservation fund).,

Subtotal, transportation proposals

Total, excise taxes

Other user charges:

Land and water conservation fund ^

Patent fees

Other :

Rural Electrification Administration revolving fund

Total

-$3,100

458

269

480

80

455

.742

98

8

22

47

3

8

27

213

1.955

38

11

2

-178

-1.272

•^ In addition, the proposed legislation transfers $60 million of receipts from sales of surplus real
property to the new land and water conservation fund.
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Table 13. SOURCES OF RECEIPTS (in millions of dollars)

[Note.— Estimates include effect of proposed legislation.)

Description
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Table 13. SOURCES OF RECEIPTS (in millions of dollar*)—Continued

Description 1963
actual

1964
estimate

1965
estimate

ADMINISTRATIVE BUDGET FUNDS—Continued

Excise taxes—Continued

Manufacturers' excise taxes—Continued

Electric, gas, and oil appliances

Electric light bulbs.

Radio and television receiving sets, phonographs, phono-

graph records, and musical instruments

Mechanical refrigerators, quick-freeze units, and self-

contained air-conditioning units

Business and store machines..

Photographic equipment

Matches

Sporting goods, including fishing rods, creels, etc

Firearms, shells, and cartridges

Pistols and revolvers

Fountain and ballpoint pens, mechanical pencils

Total, meinufacturers' excise taxes.

Retailers' excise taxes:

Jewelry

Furs

Toilet preparations

Luggage, handbags, wallets, etc

Total, retailers' excise taxes.

Miscellaneous excise taxes:

Toll telephone service, telegraph and teletypewriter ser-

vice, wire mileage service, etc

General telephone service.

Transportation of persons

Transportation of persons by air

Transportation of freight by air

Fuel used on inland waterways

Jet fuel.

Diesel fuel used on highways

Use tax on certain vehicles

Admissions, exclusive of cabarets, roof gardens, etc

Cabarets, roof gardens, etc

Wagering taxes, including occupational taxes

Club dues and initiation fees

Leases of safe deposit boxes

Sugar tax

Coin-operated amusement and gaming devices

Bowling alleys and billiard and pool tables

All other miscellaneous excise taxes

Total, miscellaneous excise taxes.

68

36

232

61

75

25

4

24

16

2

9

5.610

182

29

158

74

444

365

516

234

113

99

43

40

6

71

7

100

20

5

2

1,620

73

40

248

66

70

26

4

29

17

2

10

6,002

196

32

180

78

486

380

540

106

125

110

47

44

6

80

7

102

23

5

2

1,577

78

44

283

71

70

28

4

35

18

2

11

6.219

205

34

202

83

524

415

585

20

98

8

8

47

132

115

53

50

6

85

8

104

26

6

2

.768
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Table 13. SOURCES OF RECEIPTS (in millions of dollars)—Continued

Description
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Table 13. SOURCES OF RECEIPTS (in millions of dollars)—Continued

Description 1963
actual

1964
estimate

1965
estimate

ADMINISTRATIVE BUDGET FUNDS— Continued

Miscellaneous receipts—Continued

Interest:

Interest on loans to Government-owned enterprises

Interest on domestic loans to individuals and private

organizations

Interest on foreign loans and deferred payments

Miscellaneous interest collections

Total, interest

Dividends and other earnings:

Deposits of earnings. Federal Reserve System

Payment equivalent to income taxes

Miscellaneous dividends and earnings

Total, dividends and other earnings

Rents:

Rent of land

Rent on Outer Continental Shelf lands

Rent of real property, not otherwise classified

Rent of equipment and other personal property

Total, rents

Royalties:

Royalties on Outer Continental Shelf lands

Miscellaneous royalties on natural resources

Royalties on patents and copyrights

Total, royalties

Sale of products:

Sale of timber and other natural land products

Sale of minerals and mineral products

Sale of power and other utilities -

Sale of publications and reproductions

Sale of miscellaneous products and byproducts

Total, sale of products

Fees and other charges for services and special benefits:

Fees and other charges for administrative, professional,

and judicial services

Fees and other charges for communication and trans-

portation services

Charges for subsistence, laundry, and health services

* Less than one-half million dollars.

700-000 O—64 5

499 669 583

91
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Table 13. SOURCES OF RECEIPTS (in millions of dollars) —Continued

Description
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Table 13. SOURCES OF RECEIPTS (in millions of dollars)—Continued

Description
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ANALYSIS OF FEDERAL ACTIVITIES BY FUNCTION

This part of the budget describes the recommended program of

the Government for fiscal year 1965 in terms of the 12 major func-

tions served.

These recommendations result from a critical review of priorities

and costs. They provide for meeting the Nation's needs and respon-

sibilities at home and abroad with a maximum of efficiency and
economy.

Total Federal payments to the public in fiscal year 1965 are esti-

mated at $122.7 billion. This includes not only expenditures in the

administrative budget but also outlays of Government trust funds,

which finance such programs as social security and interstate high-

way construction.

The $97.9 billion of administrative budget expenditures estimated

for fiscal year 1965 is $0.5 billion below the estimate for the current

fiscal year. This has been accomplished despite growing workloads,

increases in pay costs, and built-in and uncontrollable increases for

a number of activities. Within the total, reductions have been made
wherever possible, enabling selective increases for a number of domes-

tic programs vitally needed to meet human needs and encourage eco-

nomic growth.

About 80% of the estimated administrative budget expenditures in

1965 will be devoted to our national defense, international, and space

objectives, and for veterans and interest payments which represent

the continuing costs of the Nation's past wars. These activities

represent a substantially smaller proportion of total Federal cash pay-

ments, 63%, because most of the trust fund expenditures are related

to other programs.

Of the remaining Federal payments to the public, more than three-

fifths is for health, labor and welfare programs, primarily trust fund

benefit payments under old-age and survivors insurance, unemploy-

ment insurance, and other retirement systems financed through spe-

cial taxes.

In addition to the expenditures estimated in the 12 functional cate-

gories, the budget includes special allowances, totaling $1.1 billion in

1965, for programs to combat poverty, for civilian pay adjustments,

and for contingencies.

Of this total, $250 million is provided as an allowance for expendi-

tures under a new program to attack poverty in the Nation. These

funds will be used, in conjunction with funds from existing and else-

where proposed legislation, as the resources for locally initiated com-

munity action programs in urban and rural areas. Federal, State,

70
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and local programs—relating primarily to education and training,

health, job opportunities, housing,, and welfare services—will be

focused on the objective of striking at the root causes of poverty.

Many of the other legislative proposals in this budget will also con-

tribute to the attack on poverty, in particular the recommendations

for improvements in education and youth employment opportunities.

The Federal agencies concerned are already giving special attention

to promoting the long run economic development of the Appalachian

region. A comprehensive program is now being planned jointly by
the various Federal agencies and the 10 States involved, which will

include further Federal assistance in developing the economic base of

the region.

An additional allowance of $544 million is provided in the expendi-

ture estimate for 1965 for proposed legislation to make salary rates of

Federal civilian employees more nearly comparable with pay scales

in the private economy, along the lines recommended last year.

Finally, an estimate of $300 million is included to cover contingencies

that may arise during fiscal 1965.

NATIONAL DEFENSE

The very substantial investments which we have made to improve

our military forces in recent years are proving their worth. The
Nation has amassed forces which, in conjunction with those of our

allies, enable us to cope successfully with any intrusion into areas of

our vital national interest. Events have made clear to all our ability

to make swift, effective, and deliberate responses to acts of aggression,

large or small, in any part of the world.

Along with these achievements have come important management
improvements in the defense establishment which are resulting in

substantial cost reductions and related savings. Accordingly, in

1965 we will be able to further strengthen our defense programs while

at the same time making significant reductions in total expenditures.

National defense outlays are estimated to decline to $55.2 billion in

1965 from the $56.0 billion estimated for fiscal year 1964.

Department of Defense.—Military expenditures of the Depart-

ment of Defense are estimated at $51.2 billion in 1965, a decrease of

$1.1 billion from the current year. New obligational authority of

$50.9 billion is proposed for the Department, compared with $51.0

billion for the current year.

This budget provides for further gains in combat effectiveness and

continued maintenance of active forces in a high state of readiness.

The reduction in defense expenditures is not based on any sacrifice in

essential military capability. Instead, it reflects the diminishing

need for further large additions to force levels and stocks of supplies
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NATIONAL DEFENSE

[Fiscal years. In millions]

Program or agency

Payments to the
public

1963
actual

1964
estimate

1965
estimate

Recom-
mended
new obli-

gational
authority
for 1965

Administrative Budget Funds:

Department of Defense—Military

Military personnel:

Present programs

Proposed legislation

Operation and maintenance

Procurement

Research, development, test, and evaluation .

Military construction

Family housing

Civil defense

Military assistance

Revolving and management funds

Subtotal, Department of Defense, military-

Atomic energy

Defense-related activities:

Stockpiling of strategic and critical materials.

Expansion of defense production

Selective Service System

Emergency preparedness activities

Subtotal, administrative budget.

Trust Funds:

Military assistance.

Other

Subtotal, trust funds.

$13,000 $14,180

11,874

16,632

6,376

1,144

427

203

1.721

-1,401

11,870

16,337

6.943

1,107

680

150

1,400

-367

$14,499

161

12,278

14.785

6,580

1.056

660

150

1.200

-169

49.973

2.758

22

-57

34

25

52,300

2,800

16

126

37

18

51,200

2,735

17

-38

42

23

52,755 55,297 53,979

674

5

860

7

1.225

6

679 867 1.231

Intragovernmental transactions and other adjustments

(deduct) 153

Total. 53,429 56,011 55,211

$14,597

172

12,396

13.756

6.722

1.168

711

358

1.000

50.880

2.693

18

43

18

> 53,652

1,325

6

1 1,331

1 Compares with new obligational authority for 1963 and 1964 as follows:
Administrative budget funds: 1963, $54,323 million; 1964, $53,837 million.

Trust funds: 1963, $892 million; 1964. $1,689 million.

and equipment. It also reflects a stringent screening of existing

and proposed programs, and increasing economies under the Depart-

ment's cost reduction program. Savings achieved in 1963 under the

cost reduction program totaled over $1 billion. Further actions this

year and in fiscal 1965 are expected to raise the rate of ultimate

annual savings to $4 billion.
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The estimated strength and composition of the active forces at the

end of fiscal year 1965 compared with the 2 preceding years and with

1961 are shown in the accompanying table.

SUMMARY OF ACTIVE FORCES

Description
Actual.
June 30,

1961

Actual,
June 30.

1963

Estimated

June 30.
1964

June 30.
1965

Military personnel (in thousands)

:

Army

Navy

Marine Corps

Air Force

Total, Department of Defense

Selected military forces:

Strategic retaliatory forces:

Intercontinental ballistic missiles (squadrons)

:

Minuteman

Titan

Atlas

Polaris submarines

Strategic bombers (wings)

:

B-52

B-58

B-47

Continental air and missile defense forces:

Manned fighter interceptor squadrons

Interceptor missile squadrons (BOMARC)
Army air defense missile battalions ^

General purpose forces:

Army divisions (combat ready)

Army surface-to-surface missile battalions

Army air defense missile battalions. ^

Army special forces groups

Warships:

Attack carriers

Antisubmarine warfare carriers

Nuclear attack submarines

Other

Amphibious assault ships

Carrier air groups (attack and ASW)
Marine Corps divisions/aircraft wings

Air Force tactical forces squadrons

Airlift and sealift forces:

Airlift aircraft (squadrons)

:

C-130 through C-141

C-1 18 through C-1 24

Troopships, cargo ships, and tankers

858

627

177

820

2,482

4

5

13

1

20

42

7

49H

II

421/2

26^^

3

15

9

13

328

no
28

3

93

16

35

99

975

664

190

869

972

670

190

855

2.698 2,687

2

7

13

12

14

2

13

42

8

31/2

16

48/2

313/4

6

15

9

16

326

132

28

3

109

26

31

101

12

12

13

22

14

2

10

40

8

26/2

16

38

31^^

7

15

9

23

320

133

28

3

110

34

27

99

974

678

190

839

2,681

16

12

9

32

14

2

5

40

6

23/2

16

38

32%
7

15

9

27

325

135

28

3

113

38

17

99

A Decrease reflects phaseout of Nike-Ajax and transfer of Nike-Hercules battalions to Army
National Guard.
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The financial requirements of the Department of Defense can best

be described in terms of the total obligational availability proposed
for each of the major military programs. Total obligational availa-

bility for any year is the sum of new obligational authority granted

by the Congress for that year plus obligational authority granted in

prior years which is not required to complete prior yesiT programs.

SUMMARY OF THE DEPARTMENT OF DEFENSE BUDGET PROGRAM

[Fiscal ye^rs. In billions]

Major military programs

Strategic retaliatory forces

Continental air and missile defense forces _

.

General purpose forces

Airlift and sealift forces

Reserve forces

Research and development (not included elsewhere)

.

General support

Retired pay

Civil defense

Military assistance

Proposed legislation

Total obligational availability.

Of which:

New obligational authority

Prior year funds

Total obligational availability

1963
actual

8.4

1.9

7.9

1.4

1.8

5.1

3.1

I.O

.1

1.6

52.2

51.1

1964
estimate

$7.3

1.9

18.2

1.3

2.0

5.4

13.9

1.2

.1

52.5

51.0

1.5

1965
estimate

$5.3

1.8

18.5

1.4

2.0

5.5

14.8

M
.4

1.1

.2

52.4

50.9

1.5

Strategic retaliatory forces.—Our strategic retaliatory forces now
consist of more than 600 operational long-range ballistic missiles

—

Atlas, Titan, Minuteman, and the submarine-launched Polaris

—

together with a SAC bomber force of about 1,000 aircraft, including

those on air alert training missions and about 500 on quick-reaction

ground alert. The present and planned forces are, and will con-

tinue to be, vastly superior to the Soviet nuclear force. Most of the

land-based missile force has been hardened and dispersed so that,

with the highly invulnerable Polaris force at sea and the continuously

alerted strategic aircraft, we are clearly capable of destroying an
aggressor even if forced to absorb a surprise first strike.

Under these conditions, further substantial numerical increases in

our strategic forces above those already planned would soon be of

diminishing value. The 1965 budget provides for another increment
of an improved type of Minuteman missile, bringing to 1,000 the

number of Minutemen approved through fiscal 1965. In addition,

emphasis is being placed on improving the effectiveness of the stra-
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tegic missile and bomber forces and their responsiveness to command
authorit}'^.

The 1965 budget provides for an extensive missile improvement
program, modifications to earlier versions of the Minuteman and
Polaris missiles to increase their range and versatility, and a spe-

cial modification program for the B-52 manned bomber desiggied to

ensure the continued effectiveness of this aircraft in future years.

The 1965 budget also provides for further development and procure-

ment of postattack command and control systems, continued research

on advanced ICBM systems, and design studies on intercontinental

strike aircraft.

Total obligational availability for the strategic retaliatory forces

in 1965 is estimated to decline by $2.0 bilhon from 1964. The reduc-

tion is possible mainly because funding for the planned fleet of 41

Polaris submarines is being completed in 1964 and fewer additional

Minuteman missiles are included for 1965. Savings will also result

from the continued phase-out of the 'B-47 medium bomber force and

of the older, unprotected Atlas missiles, which are particularly expen-

sive to maintain.

Continental air and missile defense forces.—Our continental defense

forces are intended to provide warning of attack, to defend command
centers and retahatory forces, and to reduce casualties in the popula-

tion and damage to industry. Total obligational availability for

these forces in 1965 is estimated to decline by $0.1 billion from 1964.

The strategic threat to the United States is shifting from manned
bombers to ballistic missiles. Moreover, a larger portion of the Soviet

missile forces is being deployed in submarines at sea or otherwise

protected. Accordingly, the 1965 program provides for continued

development work on a priority basis for the Nike X antimissile

system along with continued exploration of advanced antiballistic

missile defense concepts. Research will also proceed on various

missile warning and space surveillance systems.

The vulnerability of our defenses against bomber attack will be

reduced by the further dispersal of interceptor aircraft and Nike-

Hercules surface-to-air missile batteries, as well as by the fm-ther

progress expected in improving the survivability of control systems

for interceptors. The Ballistic Missile Early Warning System will

continue to provide notice of missile attack.

General purpose forces.—In the past several years there has been

a great improvement in the ground, sea, and air forces designed

principally for hmited war, and the Nation now possesses the kinds

of forces needed to deal with such a contingency. These expanded

capabilities have been achieved not only by increases in the size of

our forces, but also by a buildup of combat stocks, increases in mobility



76 THE BUDGET FOR FISCAL YEAR 1965

and readiness, and by modernization of the weapons inventory. The
gap which once existed between requirements for equipment and
suppKes and actual inventory levels has already been significantly

narrowed, and the 1965 budget provides for further gains. Total

obligational availability for the general purpose forces is estimated

at $18.5 billion in 1965, $0.3 billion more than in 1964.

The funds provided in this budget will maintain the present 16

Army divisions and the 3 Marine division/aircraft wings, and will

provide for continued testing of an air assault division concept.

Army and Marine Corps inventories of modern combat weapons and
equipment, including aircraft, missiles, and helicopters, will be further

augmented.

The Navy general purpose force program provides for the con-

struction of 47 new ships, including 6 nuclear attack submarines

and a submarine tender, 16 destroyer escorts for antisubmarine

warfare, 7 fleet support ships, 10 amphibious assault ships, and 1

destroyer tender. Including all major programs, this budget pro-

vides for construction of 53 new ships and 7 major conversions.

The 1965 budget also provides for further procurement of both the

fighter and reconnaissance versions of the modern F-4 aircraft for

the Navy and Air Force; development and production of the VAL, a

new Navy light attack aircraft; construction of tactical aircraft

shelters in overseas areas; and procurement of additional conventional

ordnance and equipment. Development of the advanced F-111
tactical fighter aircraft for the Navy and Air Force will continue in

1965.

Airlift and sealijt forces,—Modernization and expansion of the air-

lift forces during the past several years have greatly increased our

ability to deploy forces rapidly to trouble spots all over the world.

A dramatic example of this was operation "Big Lift," in which the

personnel of a combat-ready Army division were airlifted from Texas to

West Germany in 63 hours and united with prepositioned equipment.

Total obligational availability of $1.4 billion estimated for this

program in 1965 is $0.1 billion more than in 1964. The 1965 budget

provides for procurement of additional C-141 jet transports, procure-

ment of a cargo ship designed for rapid loading and unloading of

military equipment, and modernization of two tankers. In addition,

funds are provided for a continuation of the program of large-scale

airlift exercises, and for initial design studies on a new jet cargo air-

craft.
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Reserve forces.-—To the extent that the reserve components of the

Army, Navy, Marine Corps, and Air Force can respond in a timely

manner, the need for active forces is lessened. The major reorgani-

zation of the Army Reserve and Army National Guard instituted last

year has helped to increase the readiness and potential combat

effectiveness of these forces.

In 1965, total obligational availability to support these forces is

estimated at $2.0 billion.

RESERVE AND NATIONAL GUARD PERSONNEL

Component

Actual

June 30.
1963

Estimated

June 30.
1964

June 30.

1965

Army Reserve

Army National Guard

Naval Reserve

Marine Corps Reserve

Air Force Reserve

Air National Guard. .

.

Total

236.985

360.714

119.611

46.257

58.607

74.325

264.000

376.000

126.000

45.500

61.000

75.000

896.499 947.500

285.000

395.000

126.000

45.500

61.000

75.000

987.500

The paid drill training strength of the Army reserve components

authorized and programed for the end of fiscal years 1963 through

1965 is 700,000. However, it is estimated that the strengths which

can actually be attained in 1964 and 1965 are below this amount, as

was the case in 1963. The funds provided in this budget would

support the lower levels anticipated.

Research and development.—Total obligational availability proposed

for this program category, which includes all research and develop-

ment of weapons and other systems not included in the other program

categories, is $5.5 billion, $0.1 billion more than in 1964. Work will

be completed on a number of systems and will be canceled on some

other programs, such as the Dynasoar manned spacecraft project.

The Dynasoar project will be replaced by a broader and more prom-

ising program for exploring problems and potentials of manned mili-

tary operations in space, including development of a manned orbiting

laboratory.
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General programs of basic research and exploratory development,
which provide the building blocks for future weapons, will continue

to be expanded in 1965. Projects included in the 1965 program range
from weapons for guerrilla warfare to sophisticated space programs.
Examples are: the Titan III, a large booster rocket for the space

program ; the Nike X ballistic missile defense system ; vertical takeoff

fighter and transport aircraft; penetration aids for our ballistic

missiles; antisubmarine warfare weapons; and the Medium-Range
Ballistic Missile.

General support.—This program includes all costs which cannot be
allocated meaningfully among the other major programs, such as the

financing of individual training and education, communications, the

National Military Command System, logistic support, medical

services, military housing, command operations, and certain other

departmentwide activities. Much of this program is influenced by
other program decisions; for example, the costs of medical care and
recruit training are directly related to the size of the military forces.

Total obligational availability required for this program in 1965 is

$14.8 billion, compared with $13.9 billion in 1964. This increase

results from military and civilian pay increases required by law and
higher costs for such functions as the Defense Atomic Support
Agency and Army communications.

Funds are provided for determining the effects of underground
nuclear weapons tests and for maintaining readiness to test in the

atmosphere in case of violation of the limited nuclear test ban treaty.

Civil defense

.

—An effective civil defense program is an important
element of our total defense effort. It aims at the achievement of a

nationwide fallout shelter system. The 1965 program is based on

enactment of legislation similar to that proposed last year to provide

Federal assistance for fallout shelters in public buildings, schools,

hospitals, and other nonprofit institutions. Total obligational availa-

bility of $0.4 billion is proposed for the civil defense program for 1965,

compared with $0.1 bilhon in 1964.

The 1965 program also provides for continued work on systems to

warn the population of an attack, equipment for monitoring the level

of radioactivity, construction of protected regional centers for emer-

gency governmental operation, training and education for emergency
preparedness, research and development, financial assistance to States,

and procurement of provisions for fallout shelter spaces. The nation-

wide shelter survey, under which 104 million spaces have already been

identified, will continue.
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Military assistance.—The military assistance program is based on

the recognition that the security of the United States is interdependent

with tliat of the rest of the free world. In the 1965 budget, funds for

military assistance have been included under the Department of

Defense, reflecting a new emphasis on closer coordination between

this program and the Department's other regular missions.

Under the niilitary assistance program, equipment, training, and

related services are provided for the armed forces of more than 60

allied and friendly nations. The program also helps to maintain our

access to overseas bases, which allow^s optimum deployment of our

own military forces. To replace the forces of our allies with com-

parable and similarly deployed American troops and facilities would

cost us nuich more in terms of both manpow^er and expenditures.

The Western European nations in the North Atlantic Treaty

Organization now supply ahnost all the financial support for their

own military forces and also provide military assistance to others.

Continuing military assistance from the United States to these

European countries is limited to the fulfilhnent of prior commitments

and a modest amount of training, essential to the attainment of U.S.

objectives. Today, in response to the changing nature and direction

of the Communist threat, approximately 70% of the total program

goes to nine key countries on the periphery of the Soviet Union and

Communist China—Greece, Turkey, Iran, India, Pakistan, Thailand,

Vietnam, and the Republics of China and Korea.

In the less developed nations of Latin America and Africa, our

military assistance is directed primarily tow^ard strengthening internal

security and helping indigenous forces in civic action projects.

Recommended total obligational availability for the military assist-

ance program in 1965 is $1.1 billion, the same as in 1964.

Proposed legislation.—-Further adjustments will be needed in military

compensation rates to keep military pay abreast of changes in pay

scales in the private economy. To cover the costs of these adjust-

ments, the budget includes $143 million of new obligational authority

for 1965, on the assumption that the Congress will enact the necessary

legislation in time for it to become effective on October 1, 1964.

The Congress is again requested to enact legislation to:

• Provide comparable subsistence standards among the military

services by establishing a single, uniform ration.

• Modernize and make more uniform the statutes of military

services governing various aspects of officer career management in

order to aid in attracting and retaining qualified officer personnel.
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• Authorize the military departments to offer an elective 2-year

Reserve Officer Training Corps course leading to a commission in

addition to the presently authorized 4-year program.

• Revise the present system for appointments to the Military,

Naval, and Air Academies to provide more equitable opportunities

for those wishing to enter these schools.

• Authorize disposal of the Government-owned communications

facilities in Alaska to private enterprise for operation and de-

velopment under appropriate regulatory supervision.

Atomic energy activities.—^Expenditures by the Atomic Energy

Commission in 1965 are estimated to be $2.7 billion, down $65 million

from 1964. Increases for research and development programs for

peaceful uses of atomic energy will be more than offset by a reduction

of $126 million in the procurement of uranium concentrates and the

production of special nuclear materials. The lower rate of production

of these materials (plutonium and enriched uranium) is consistent

with anticipated military and civilian requirements arrived at follow-

ing extensive review by the Atomic Energy Commission and the

Department of Defense.

Nuclear weapons.—Expenditures for the development and produc-

tion of nuclear weapons in 1965 will remain at the levels attained in

1964. Underground testing of nuclear weapons will continue in

1965, along with preparations to achieve and maintain readiness to

resume testing in the atmosphere, in the event that the limited nuclear

test ban treaty is terminated.

Peaceful uses of atomic energy.—Expenditures in 1965 for the de-

velopment of civilian nuclear power are estimated at $234 million, an

increase of $5 million from 1964. Increased emphasis will be placed

on reactors which produce more fuel than they consume ("breeders"),

and efforts will be continued to develop certain other advanced re-

actors. However, there will be a decline in Federal expenditures for

established types of light water-cooled reactors which are now coming

into increasing use in private utility systems. Continued emphasis

will be given to the nuclear safety program, including construction

of a third experimental facility.

Programs to develop the use of nuclear energy in space exploration

wiU be continued in 1965. Work will continue on the SNAP program

to develop compact nuclear electric power units for satellites and space

vehicles, with particular emphasis on units fueled by radioisotopes.
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The Rover nuclear rocket program will be reoriented to ground-

based research and engineering, with deferral of flight objectives.

There will be continued growth in 1965 in basic research in the

physical and biomedical sciences. Particularly noteworthy in the

physical sciences program will be the start of construction of the

world's finest research reactor at Argonne National Laboratory near

Chicago, which will serve many scientific disciplines. Research

activities in the biomedical sciences will grow in several areas, in-

cluding fallout studies.

\York on the peaceful application of nuclear explosives under

Project Plowshare will be concentrated in 1965 on the development

of suitable devices for excavation purposes.

Defense-related activities.^Expenditures for the various defense-

related activities of agencies other than the Department of Defense

and the Atomic Energy Commission are expected to decline by $153

million in 1965. The decrease is in defense production activities, re-

flecting proposed legislation to eliminate requirements for further

interest payments on borrowings from the Treasury for certain pre-

vious investments in defense production programs.

Expenditures for the Selective Service System are estimated to rise

by $5 million in 1965 due to a more than one-third increase in regis-

tration and classification workloads, as larger numbers of young men
reach age 18 and become subject to registration. Special procedures

are planned to provide for examination of 18-year-olds as part of a

national effort to help identify and overcome the disabilities which

result in rejection of so many of our youth for service in the Armed
Forces.

INTERNATIONAL AFFAIRS AND FINANCE

The international activities of the U.S. Government foster under-

standing by educational, cultural, and economic exchange with other

nations, and by providing information about this country and its

objectives. They also promote world stability by supplying the

critical margin of economic resources and technical knowledge that

w411 help developing nations to attack poverty and discontent, advance

toward economic independence, and maintain their political integrity.

New obligational authority of $3.6 billion is requested for inter-

national affairs and finance activities for 1965, an increase of about

$600 million over 1964. Administrative budget expenditures are

estimated to be $2.2 billion in 1965, about $200 million less than in

1964. This reduction primarily reflects greater anticipated sales of

certificates of participation by the Export-Import Bank.

700-000 O—64 6
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INTERNATIONAL AFFAIRS AND FINANCE

[Fiscal years. In millions]

Program or agency

Payments to the
public

1963
actual

1964
estimate

1965
estimate

Recom-
mended
new obli-

gational
authority
for 1965

Administrative Budget Funds:

Economic and financial programs

:

Agency for International Development:

Development loans

Development grants

Alliance for Progress

Supporting assistance

Contingencies and other

Subtotal

International financial institutions

Peace Corps

Export-Import Bank

Food for Peace (Public Law 480. title II)

Other

Foreign information and exchange activities:

U.S. Information Agency

Department of State.

Conduct of foreign affairs:

Department of State

U.S. Arms Control and Disarmament Agency

Tariff Commission

Foreign Claims Settlement Commission

Subtotal, administrative budget

Trust Funds

Intragovernmental transactions and adjustment for net

cash issuances or withdrawals by international financial

institutions (deduct)

Total

$760

245

260

494

284

2,043

122

42

-392

216

10

155

46

340

2

3

1

2,588

44

390

2.242

$790

230

325

415

340

$850

225

405

335

335

2.100

112

73

-650

246

16

160

74

282

7

3

23

2,150

62

90

-856

244

16

172

56

283

9

3

19

2,447 2,248

86 99

81 -30

2.452 2.377

$925

225

550

335

357

2.392

268

115

264

12

176

54

294

II

3

2

13.591

>130

1 Compares with new obligational authority for 1963 and 1964. as follows:
Administrative budget funds: 1963, $5,693 million; 1964. $2,994 million.
Trust funds: 1963. $34 million: 1964. $68 million.

Agency for International Development.—The Agency for Inter-

national Development administers and coordinates economic assist-

ance programs in less developed countries where political stability,

resistance to aggression, or accelerated economic or social progress is

of importance to the United States. Expenditures for these programs

are estimated to be $2.2 billion in 1965, an increase of $50 million over
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1964. New obligational authority of $2.4 billion is requested for AID
for 1965. This will make the total 1965 obligational availability

equivalent to the amount provided for 1964 including unobligated

funds carried forward from the prior year.

In determining the allocation of its funds, the Agency for Inter-

national Development is carefully weighing U.S. objectives and apply-

ing increasingly rigorous standards in evaluating recipient country

performance and the availability of funds from other sources. Pro-

curement procedures insure that more than 80% of AID commit-
ments now finance procurement of goods and services produced in

the United States. Improved management will help the Agency to

reduce its employment by 800 during 1965.

Agency for International Development - Prosram Trends

Percent

100 -

Loans as a Percent o( Total Assistance Percent oF Total Goods Financed

and Purchased in U.S.

62 64 65

Estimate

Development loans and grants.—^Increasingly, our commitments for

development assistance are focused in a relatively small number of

countries which are displaying the serious discipline essential to

economic development; in such instances, we are attempting to en-

courage and sustain the acquired momentum by providing long-term

assistance on favorable terms until alternative sources of financing

become available. Where evidence of the necessary discipline does

not exist, our assistance is being reduced or withheld.

The bulk of our long-term assistance is in the form of loans repayable

in dollars. Expenditures for loans are estimated to rise in 1965 by
$60 million. Complementing these loans is technical assistance fi-

nanced primarily through development grants. This assistance helps

provide the human skills, education, and institutions that are basic

to social and economic progress. Expenditures for such grants are



84 THE BUDGET FOR FISCAL YEAR 1965

estimated at $225 million in 1965, approximately the same amount
as estimated for 1964.

Alliance for Progress.—The principles of social and economic reform,

which underlay the creation of the Alliance for Progress less than 3

years ago, are taking root in the countries of Latin America. Though
economic and social change occurs only slowly, these countries are

able to use our development assistance more effectively with each

passing year. To encourage and accelerate passage of these countries

through the crucial early stages of progi-ess, Alliance for Progress

development assistance is being concentrated in those countries

which show evidence of adopting internal policies conducive to

economic development.

This budget includes new obligational authority of $550 million for

the Alliance for 1965. In addition, the lending capacity of the Inter-

American Development Bank will be augmented, and resources will

be provided through the Export-Import Bank, the Food for Peace

program, and the Peace Corps. Together, these funds will enable us

to maintain our current level of contribution and will fulfill our com-
mitment to progress in this hemisphere.

Other AID programs.—Our foreign assistance program provides sup-

porting assistance grants where necessary to maintain political and
economic stability in critical areas of the world, and to meet certain

other security objectives. Expenditures for supporting assistance in

1965 will be $335 million, $80 million less than in 1964, as more coun-

tries become able to use development loans instead of grants.

In 1965, the Agency for International Development will continue

to make voluntary contributions for international programs which

complement our long-range bilateral efforts, such as the United Na-
tions Special Fund and Technical Assistance program and the Indus

Basin Development program administered by the International Bank
for Reconstruction and Development.

Other economic and financial programs.—To advance further

the concept of partnership on which the Alliance for Progress is based,

the United States is proposing to strengthen and expand the activities

of the Inter-American Development Bank. Legislation will be pro-

posed for the enlargement of the resources of the Bank used for long-

term, low-interest loans, under arrangement subject to negotiations

with the Bank's members.

The new obligational authority reconmiended for 1965 for inter-

national financial institutions includes $206 million as the first install-
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ment of a $412 million increase in the U.S. subscription to callable

capital stock of the Inter-American Development Bank. No expend-

itm*e is contemplated under this increase, but the move will facilitate

the Bank's issuance of its securities in financial markets in the United

States and abroad.

The fifth and final installment of $62 million also requested in this

budget for the International Development Association fulfills our

initial pledge to finance, along with 15 other industrial countries,

the development loans provided on favorable terms by this institution.

An authorization request of $312 millioa is now pending before the

Congress for U.S. participation in a second round of pledges, recently

negotiated; the first expenditure under the new pledge will not be

required until fiscal year 1966.

Continuing its efforts to increase U.S. exports, the Export-Import

Bank will expand its loans to foreign borrowers for the purchase of

U.S. exports and also its guarantees of the private financing of U.S.

exports. Under the Bank's highly successful arrangement with the

recently formed Foreign Credit Insurance Association, more than 70

private insurance companies participate in insuring a rapidly growing

volume of private U.S. export financing against both commercial and

political risks. In 1965, the Bank is expected to have net receipts

of $856 million, about $200 million more than in 1964, reflecting

primarily an increase in the sale to private buyers of certificates of

participation in its portfolio.

In recognition of the growing overseas demand for the services of

Peace Corps volunteers and the continued increase in applications

for service in the Corps, the number of volunteers is expected to

rise from 10,500 in 1964 to 14,000 in 1965, requiring an estimated

increase in expenditures of $17 million over the current year's level.

Grants of surplus agricultural commodities under the Food for

Peace program are distributed for disaster relief and also made avail-

able to support economic development projects. This part of the

program provides milk and other nutritious foods to millions of school

children around the world and makes possible more adequate diets for

workers on development projects. It is expected to continue in

1965 at about the same level as in 1964.

Foreign information and exchange activities.—Primary re-

sponsibility for improving mutual understanding with other countries

and for informing them about our aims and attitudes rests with the

Department of State and the United States Information Agency.

Expenditures for the exchange activities of the Department of

State are estimated to decline by $18 million in 1965, reflecting pri-
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marily a nonrecurring grant of $25 million in the previous year for the

establishment of a Japan-America Foundation. The quality and
impact of educational and cultural exchange activities will be

improved.

The United States Information Agency will carry forward its pro-

grams in 1965 with no increase in personnel. Nevertheless, the

Agency will continue to expand and improve its television program-
ing for Latin America, its radio broadcasts to Africa, and its world-

wide motion picture activities.

Attention will be devoted to informational materials in support of

counterinsurgency efforts in certain Far East countries. New obliga-

tional authority is being requested for 1965 to complete one new Voice

of America radio facility and to modernize another.

Conduct of foreign affairs.—The Department of State continues

to face increasingly complex foreign affairs responsibilities. Four
years ago, diplomatic and consular posts were maintained in 82

countries; today they are maintained in 111 countries. As more new
nations gain their independence, this upward trend will continue.

Other workloads are also expected to rise. For example, in 1965 a

10% increase over 1964 is expected in the number of passports and
nonimmigrant visas issued.

Nevertheless, employment levels and total expenditures for the

Department's conduct of foreign affairs are estimated to be virtually

the same in 1965 as in 1964. While increased expenditures are esti-

mated for support of the Foreign Service, including improved com-
munications and needed office and housing facilities overseas, they

will be offset by a decrease in contributions to international organi-

zations.

The budget includes amounts to pay the costs of U.S. membership
in the United Nations and other international organizations which

are vital elements in the multilateral approach to peace, stability,

and progress. During the past year, new arrangements were approved

by the General Assembly, which reduce the U.S. share of U.N. peace

and security costs; the estimates in this budget are based on those

arrangements.

The U.S. Arms Control and Disarmament Agency, while making
small reductions in its staff, will expand its contract research program

in 1965. Its main work will continue to be the research needed for

the formulation and presentation of U.S. positions at international

disarmament meetings.

Expenditures of the Foreign Claims Settlement Commission are

estimated to be unusually high in fiscal years 1964 and 1965 because
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of special payments of war claims to the Philippines. These pay-

ments are scheduled for completion in December 1964.

SPACE RESEARCH AND TECHNOLOGY

The programs of the National Aeronautics and Space Administra-

tion are designed to maintain American supremacy in space and to

demonstrate this supremacy by achieving a manned landing on the

moon in this decade. Besides manned space flight these programs

include the exploration of space by unmanned spacecraft; the develop-

ment of satellite technology for meteorological, communications, and

other applications; and the advancement of basic research and tech-

nological development on which both our aeronautical and space efforts

depend.

SPACE RESEARCH AND TECHNOLOGY

[Fiscal years. In millions]

Program
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possible by a detailed review of all requirements, careful allocation of

resources, and improved program management over the past year.

Expenditures for the space program in 1965 are estimated at slightly

less than $5.0 billion, which is $590 million more than the estimate

for 1964. The increase is mainly to fulfill obligations already incurred,

as payments are made for equipment, facilities, and services contracted

for in prior years and delivered in 1965.

Manned spaceflight.—Manned space flight activities, which account

for over two-thirds of the budget of the National Aeronautics and
Space Administration, are focused on the top priority objective of

achieving a manned lunar landing in this decade. The launch vehicle,

spacecraft, and supporting development programs required to meet
this objective will provide the broad technological capability for

engaging in other space activities in the years ahead.

Reductions in the appropriations for 1964 from the amounts re-

quested have delayed initial flight testing in the Saturn and Apollo

programs. These reductions will be partially offset by the proposed

1964 supplemental appropriation. Other steps, such as a cutback
in the number of planned flights and adoption of a new approach of

testing complete space vehicles—instead of testing separate stages-
will help to make up the delays in meeting the goal of landing men
on the moon.

The level of activity in support of the 3-man Apollo lunar space-

craft development program will reach its peak during 1965 with 13

flight spacecraft in production by the end of the year. The Saturn V
rocket program will be proceeding rapidly along its development cycle

in preparation for launching the Apollo spacecraft, and will account

for about $850 million of the estimated 1965 expenditures. This

rocket, standing 37 stories high, will be able to place in orbit a pay-

load about 10 times heavier than that of the Saturn I, the largest

rocket known to be in existence today.

The Saturn I first stage has successfully flown four times in four

attempts. With the addition of a high-energy upper stage, large

payloads will be orbited in 1965 to pave the way for manned Apollo

flights. By the end of the year, the Saturn IB rockets, which will

launch the manned Apollo spacecraft for earth orbital flights, will be

undergoing acceptance testing in preparation for delivery to the John
F. Kennedy Space Center for initial flight tests.

Manned flights of the 2-man Gemini spacecraft will be conducted

during 1965 to add to the Nation's store of spaceflight experience and
to continue the training and preparation of astronauts for flights to

the moon.
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Space Research and Technology

Total Expenditures

1954 1955

fheol Years

1956 1957 1958 1959 I960 1961 1962 1963 1964 1965

Estimate

Unmanned investigations in space.—Unmanned investigations in

space will continue in 1965 by means of large observatory satellites

able to conduct a variety of experiments. These satellites are the

most economical for the amount of scientific data collected in relation

to the number of spacecraft launched. As further economy measures,

the number of observatory satellites ordered has been trimmed to

meet optimum production schedules, and incentive contracting has

been instituted.

Unmanned explorations of the moon preparatory to manned land-

ings will be continued with additional flights of the Ranger spacecraft,

which will televise the moon's surface as it approaches. Emphasis

will be placed on the development of the more advanced Surveyor

spacecraft, which can "soft land" instruments on the moon, now
that the liquid hydrogen fueled Centaur upper stage rocket has under-

gone a successful flight test. The first Surveyor flights are scheduled

for 1965. Development of the Lunar Orbiter Spacecraft, which will

examine the surface of the moon from lunar orbit, will also move
forward.

Mariner space flights, one of which was so successful in exploring

the planet Venus, will be continued for investigations of the planet

Mars, with the next flight scheduled to take place during fiscal 1965.

Meteorology, communications, and other space applications.—Addi-

tional research and development flights using the successful Tiros



90 THE BUDGET FOR FISCAL YEAR 1965

spacecraft will be conducted in 1965 in support of the operational

meteorological satellite system of the Weather Bureau. Experiments

with the larger Nimbus satellite will be continued.

In the communications field, Relay and Syncom satellites will be

in orbit during the coming year for civil and military experiments.

The Relay low-altitude satellite can receive and retransmit television

and telephone signals from one ground station to another as it moves
around the earth. The Syncom high-altitude satellite is placed in

orbit above the earth so that it is synchronized with the earth's

speed and stays directly over the same spot on the earth's surface.

Development of a new advanced satellite for experiments in space

technology related to a variety of space applications, such as communi-
cations, meteorology, and space science, will be continued in 1965.

Other research, technology , and supporting operations.—The support-

ing programs on which space operations and long-term improvements

in the space program depend will continue in 1965. These programs

include the NASA worldwide tracking system, research and develop-

ment in aeronautics and space technology, and support of college

and university programs in the space sciences, including the training

of candidates for advanced degrees.

AGRICULTURE AND AGRICULTURAL RESOURCES

Agricultural productivity continues to increase. Total farm output

in calendar year 1963 was 12% above the 1957-59 average and repre-

sented a new record high for the sixth consecutive year. Although

the rise in crop output since 1960 has been limited by acreage reduc-

tions under the feed grain and wheat programs, rising yields for these

and other crops have accompanied such reductions. Crop harvests

in 1963 were greater than in 1960, despite the 5% decline in the acreage

used for crops and an 11% reduction in total agricultural man-hours.

Nonetheless, during the past 2 years the carryover of wheat has been

cut from a high of 1.4 billion to 1.2 billion bushels and the carryover

of feed grains from 85 million to 62 million tons.

The longrun upward trend in agricultural productivity has con-

tributed heavily to the Nation's economic growth. But it is also a

factor contributing to the current unsatisfactory incomes of many
of our farmers and the continued high budgetary costs of our farm

programs. While too large a part of our productive resources is still

devoted to agriculture, we have derived important advantages from the

resulting excess farm production by using agricultural commodities to

raise the level of living of low-income people in our own Nation and to

provide needed food assistance to people of other nations. Farm
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AGRICULTURE AND AGRICULTURAL RESOURCES

(Fiscal years. In millions]

Program or agency

Payments to the
public

1963
actual

1964
estimate

1965
estimate

Recom-
mended
new obli-

gational
authority
for 1965

Administrative Budget Funds

:

Farm income stabilization and Food for Peace:

Price support, supply, and purchase programs:

Present programs

Proposed legislation

National Wool Act

Food for Peace (Public Law 480. titles I. III. and IV) ..

International Wheat Agreement

Transfer of commodities to supplemental stockpile

Removal of surplus agricultural commodities

Conservation reserve and cropland conversion:

Present programs

Proposed legislation

Sugar Act

Other -

$2,857

63

1.824

74

100

112

309

77

102

Subtotal

Financing rural electrification and rural telephones:

Present programs

Proposed legislation

Financing farming and rural housing:

Farmers Home Administration:

Present programs

Proposed legislation

Farm Credit Administration

Agricultural land and water resources:

Soil Conservation Service

Agricultural conservation program payments (in-

cluding CCC loan)

Other

Research and other agricultural services:

Present programs

Proposed legislation for inspection fees

Subtotal, administrative budget

Tmst Funds (mainly federally sponsored farm credit insti-

tutions)

Intragovernmental transactions and other adjustments

(deduct)

Total

5.517

342

296

4

182

219

3

391

6.954

507

194

7.266

$1,480

79

2.168

101

86

271

314

33

93

120

$1,540

-230

55

1.676

*

81

174

210

42

88

114

4.746

388

-169

280

-I

192

221

5

409

3.750

394

-178

86

43

I

198

220

5

433

-45

6.070 4.907

475 442

205 283

6.340 5.065

$1,124

80

1.951

32

120

174

208

40

88

122

3.938

440

-347

54

103

3

204

225

443

-49

'5.014

128

'Less than one-half million dollars.
' Compares with new obligational authority for 1963 and 1964, as follows;

Administrative budget funds: 1963. $7,070 million: 1964, $6,385 million.
Trust funds: 1963, $25 million: 1964, $28 million.
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legislation designed to improve our present farm programs and pro-

mote more effective use of present rural resources will be proposed to

the Congress early in this session.

Payments to the public for agricultural programs in 1965 are esti-

mated at $5.1 billion, down $1.3 billion from 1964. The reduction

reflects mainly substantial declines in anticipated expenditures for

(1) farm price support and Food for Peace programs financed by the

Commodity Credit Corporation, (2) the rural housing loan program

of the Farmers Home Administration, and (3) the meat, poultry, and

grain inspection programs. Part of the reduction is also the result

of increased eflftciency and reduced personnel requirements. Depart-

ment of Agriculture employment is estimated to decline from 116,800

at the end of 1964 to 115,376 by the end of the fiscal year 1965.

Farm income stabilization and Food for Peace.—Expenditures for

farm income stabilization and Food for Peace, accounting for 74%
of total payments for agriculture and agricultural resources, are

estimated to be $996 million less in fiscal year 1965 than in 196 4.

Most of the decrease results from (1) estimated lower unit costs of

agricultural commodities, primarily wheat, shipped under the Food

for Peace program and the International Wheat Agreement, and (2)

anticipated budgetary savings from proposed legislation for cotton and

dairy products.

Legislative proposals designed to make cotton available at lower

prices to domestic users, while still providing essential income support

to cotton producers, are now pending before the Congress. The

Administration has supported the objectives of this legislation. It is,

however, possible to accomplish these goals at a reduced budgetary

cost, and proposals to this effect will be transmitted to the Congress

shortly. There are several pending legislative proposals before the

Congress, supported by the Administration, which would improve

the dairy program. The combined effect of the legislative proposals

for cotton and dairy products would reduce the 1965 net budget

expenditures of the Commodity Credit Corporation by $230 million.

Titles I and II of Public Law 480 (Agricultural Trade Development

and Assistance Act) expire on December 31, 1964, and extension is

recommended. Title I, under which sales of agricultural commodities

are made for foreign currencies, is the principal authority for and

accounts for most of the expenditures for the Food for Peace program.
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Agriculture and Agricultural Resources Administrativt Budget

Total ExpcndifurcsV

Farm Income Stabilization and Food For Peace

All Other

S Blllloni— 8

1954 1955 1956 1957 1958 t959 1960 1961 1962 1963 1964 1965
Fitcal Years Estimatt

Titles I, III, and IV of Public Law 480 are classified in the budget

under agriculture and agricultural resources. Title II, under which

grants of food and other agricultural commodities are made to needy

people abroad, is classified under international affairs and finance.

The following table brings together the total expenditures under

Public Law 480 and shows the amount for each title separately:

FOOD FOR PEACE EXPENDITURES

[Fiscal years. In millions]

Public Law 480
1963
actual

1964
estimate

1965
estimate

Title I (sales for foreign currencies)

Title II (grants abroad, primarily for emergency famine relief).

Title 1 1 1 (grants through private welfare agencies)

Title IV (long-term credit sales)

$1,483

216

261

80

$1,609

246

334

225

Total. Public Law 480. 2.040 2.414

$1,081

244

298

297

1.920

Note.—The decline from 1964 to 1965 reflects principally lower unit costs of wheat shipped under
the program. The volume of commodities shipped is expected to remain at the same level as in 1964.
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Rental contracts will expire during 1964 on 7.4 million acres of

cropland that was placed in the conservation reserve between 1956

and 1960 and during the 1-year extension in 1963. Under this pro-

gram, farmers contracted to retire cropland from production for

specified periods. Legislation is being proposed to establish an

expanded cropland conversion program under which the emphasis is

on permanent rather than temporary shifts of cropland to less inten-

sive uses. This approach would provide a lasting contribution to

adjustment of agricultural production to available markets. The

budget includes new obligational authority of $50 million for this

program in 1964 and $50 million to continue the program in 1965;

of these requests, $40 million is under the proposed expanded program

for these years and $10 million is under existing legislative authority.

Financing rural electrification and rural telephones.—Funds recom-

mended for the Rural Electrification Administration will permit

electrification loan commitments of $300 million in 1965, the same

level as in 1964. Loan commitments of $85 million are estimated in

1965 for the telephone program. In addition, a contingency reserve

of $65 million is included to be available for both loan programs, to

be used to the extent necessary. Under new procedures now being

developed by the Rural Electrification Administration for review of

loans for generation and transmission of electricity, it is expected that

local cooperatives and commercial power suppliers will be able to

reach agreement more frequently. As a consequence, the volume of

Federal generation and transmission loans in 1964 and 1965 is esti-

mated to be lower than in 1963.

New obligational authority recommended for the electrification

and telephone programs in 1965 reflects anticipated early enactment

of proposed legislation to authorize use of collections on outstanding

electrification and telephone loans to help finance new loans. Under

this legislation, estimated collections of $169 million in 1964 and $178

million in 1965 will be available to help finance the 1965 loan programs,

thereby reducing the amount of new obligational authority required.

Financing farming and rural housing.—The Farmers Home Ad-

ministration deals with unsatisfactory farming, housing, and other

rural conditions that can be improved through the use of direct Federal

loans and insurance of private credit. The substantial reduction of
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$152 million in estimated budget expenditures for these programs from

1964 to 1965 reflects mainly proposed legislation which would largely

replace direct Federal loans with insured private credit in the financing

of the rural housing program. This action is part of a Government-

wide policy of using private rather than public funds in credit programs

to the maximum extent feasible. The 1965 estimates for the Farmers
Home Administration provide for an enlarged program to finance

rural housing for the elderly and for continuation of the pilot rural

renewal program.

Agricultural land and water resources.—Expenditures for these pro-

grams are estimated to increase moderately in 1965. The estimates

provide for continuing a new pilot program, started in 1964, under

which loans and grants are made to rural communities to promote

conservation and development of land and water resources on an

areawide basis. Funds recommended for the upstream watershed

protection program will permit about 36 new starts in 1965, as well as

continuation of work on projects already underway; a small expansion

is provided for the Great Plains conservation program.

Expenditures in 1965 under the agricultural conservation program

are estimated at $220 million, excluding administrative expenses, based

on the $220 million advance authorization by the Congress for the 1964

program year. An advance authorization of $120 million is proposed

for the 1965 program year. This amount will be adequate to permit the

Government to share with farmers the cost of high priority conserva-

tion practices.

Research and other agricultural services.—Control of pesticides will

be an important part of the research program in both 1964 and 1965.

Ways will be sought to avoid pesticide hazards, the side effects of dis-

ease and pest control will be evaluated, and pesticide regulation

will be improved. In addition, construction at Beltsville, Md., of a

long needed National Agricultural Library is expected to begin in 1965.

Greater workloads in inspection activities will result from continued

increases in the production of meat and poultry products. The
number of establishments in which Federal meat inspection is per-

formed is expected to rise from 1,696 in 1964 to 1,760 in 1965. To
further the general policy that beneficiaries of special Government
services should be charged for such services, legislation will be pro-
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posed to finance directly tlie full cost of meat, poultry, and grain

inspection activities through a system of fees. Collections from these

fees are estimated at $49 million in 1965.

NATURAL RESOURCES

The United States is fortunate in having abundant natural re-

sources. These resources must be wisely managed and developed to

meet the needs of a growing population and an expanding economy.

Estimated payments to the public of $2.7 billion in 1965 for natural

resources will provide for continued investments in resource conserva-

tion and development—investments which will contribute to our

future economic growth.

Land and water resources.—A large part of the $1.8 bUlion of esti-

mated 1965 expenditures for land and water resources will advance

projects started in prior years to supply water to our cities, industries,

and farms; abate water pollution; prevent the ravages of floods;

generate electric power; improve navigation; and increase recreational

opportunities. In addition, the budget provides for an orderly pro-

gram of new construction starts.

The new obligational authority proposed for 1965 for the Corps of

Engineers includes appropriations of $16 million to start construction

of 34 projects with an estimated total Federal cost of $378 million.

The program for the Bureau of Reclamation provides for 10 new
starts (including 3 small project loans) estimated to cost a total

of $134 million, and requiring appropriations of $7 million for 1965.

Enactment of pending legislation is recommended to provide uniform

standards and obtain appropriate cost sharing for the recreation and

fish and wildlife aspects of water resources projects of these two

agencies.

Coordinated planning for the orderly and progressive development

of water and related land resources in a number of river basins will be

continued in 1965 by the Departments of the Army, Interior, Agricul-

ture, and Health, Education, and Welfare. The Senate recently

approved legislation which would further promote the coordination of

planning between Federal and State agencies and authorize limited

Federal grants to assist State planning. Early enactment of this

legislation is recommended.
The Department of the Interior will continue its research program

to find ways of reducing the cost of converting saline water to fresh

water. Legislation has been recojnmended to provide a new program
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of grants to States to stimulate further research to help us make the

most effective use of our water resources.

Funds appropriated for 1964 are available to begin construction of

the interconnection between the electric power systems of the Pacific

Northwest and Pacific Southwest after enactment of Pacific Northwest
marketing area legislation and after the Secretary of the Interior has

negotiated with non-Federal interests. Federal power marketing
systems will be strengthened in 1965 to meet increased requirements in

areas served by Federal hydroelectric projects, including the provision

of a high-voltage power distribution system for the Bonneville Power
Administration.

Funds are included in the budget to enable the Federal Power
Commission to step up its examination of interstate wholesale electric

power rates. Substantial progress has been made by the Commission
in reducing its backlog of natural gas cases, involving the ordering of

over $500 million in refunds of excess charges.

The Tennessee Valley Authority will carry forward the development

of natural resources in the valley in cooperation with State, local, and
private groups. Development of the Land Between the Lakes

recreation demonstration area will proceed. In 1965 TVA will

proceed with the construction of steam-electric power units started in

prior years to meet the growing demand for power in its marketing

area. These power facilities are financed with revenues from sales of

power and with borrowings from the public.

The budget includes funds for the management and development of

477 million acres of public domain lands and the administration of

mineral leasing on the submerged lands of the Outer Continental

Shelf. It provides additional funds to rehabilitate burned-over lands

and to improve the maintenance of roads and buildings.

Indian affairs.—Since 1961, economic development programs for

Indians have resulted in the establishment of 25 industrial plants on or

near Indian reservations. These will provide about 4,000 additional

jobs. To help Indian people achieve further economic and social

development, the 1965 budget continues emphasis on elementary,

secondary, and adult education, and adult vocational and on-the-job

training. Educational assistance will be provided for 57,000 children

and 12,000 adults in 1965, compared with assistance to 48,000 children

and 8,000 adults in 1963.

To help meet the growing need for credit to develop Indian re-

sources, legislation will be proposed to authorize Federal guarantees

of loans by private lenders and to increase the authorization for the

existing direct loan program.
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Forest resources.—Expenditures for forest resources, estimated at

$339 million in 1905, will provide for construction of access roads,

reforestation, and development of recreation areas on the 186 million

acres of the national forest system; these activities will provide sub-

stantial employment opportunities in rural areas. Access roads are

needed to allow an increase in the amount of timber cut; over 11

billion board feet of timber are expected to be harvested in national

forests in 1965, compared with 10 billion board feet in 1963. Similarly,

more recreation facilities are essential for the expected 155 million

visits to national forests in calendar year 1965, compared with 125

million in calendar year 1963.

An addition to the Forest Products Laboratory in Madison, Wis.,

will be constructed in 1965. This will permit expanded research on

wood utilization techniques and standards, resulting in benefits to the

lumber industry, landowners, and consumers.

Recreational resources.—Expenditures for recreational resources

under existing legislation are estimated to remain at about the current

year's level in 1965. Most of these expenditures are for the manage-

ment and development of our 26-million-acre national park system.

A total of 102 million visits to the parks is expected in calendar year

1965, an increase of 9% over 1963.

A rapidly growing population, increased urbanization, and added

leisure time emphasize the importance of preserving additional sea-

shore and other areas with important recreation potential. Accord-

ingly, legislation already recommended should be enacted to authorize

further Federal acquisition of several such areas, as well as to protect

our remaining wilderness areas.

Legislation is also needed to authorize Federal grants to States for

planning, land acquisition, and development of recreation facilities.

This legislation would provide for user charges so that direct bene-

ficiaries of Federal recreation areas will help defray the costs.

Fish and wildlife resources.—The estimated expenditures of $110

million in 1965 for these activities include amounts for accelerating

research on the effects of pesticides, for supporting the national

oceanographic research effort, and for other studies to aid the fishing

industry. The budget also provides for the development and opera-

tion of 100 fish hatcheries and 298 wildlife refuges and for the acqui-

sition of wetlands for migratory waterfowl; these activities benefit 25

million sport fishermen and 15 million hunters.

Mineral resources and general resource surveys.—Efforts will con-

tinue in 1965 to find ways of increasing the utilization of the Nation's
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coal supply, including the conversion of coal to gaseous and liquid

forms that may economically be used to satisfy our growing energy

requirements. Added efforts will also be made to find methods of

reducing health and safety hazards in mining operations.

Topographic surveys and mapping, basic to many private and

public development programs, will be extended. By the end of 1964,

69% of the United States will have been surveyed for topographic

maps at a standard scale of 1 mile to the inch or larger; an additional

2.5% will be surveyed during 1965. The budget also provides for

increased studies on the composition of the upper mantle of the earth's

crust. These studies will add to our knowledge of the formation of

mineral deposits and contribute to the development of techniques for

locating deep-lying mineral bodies.

Helium is important to our defense and space programs and for

scientific, industrial, and medical uses. The Federal Government
operates five plants and contracts with four private firms for the pur-

chase of helium extracted from natural gases for future sale and use.

If not extracted, this limited and nonreplaceable resource is wasted

as a noncombustible part of natural gas used for fuel. About 787

million cubic feet of helium are expected to be produced by Govern-

ment plants in 1965, and 3.7 billion cubic feet will be produced for the

Government by private contractors. Of this total, about 3.9 billion

cubic feet will be conserved for the Nation's futm-e needs.

COMMERCE AND TRANSPORTATION

The Federal Government provides a wide range of financial, tech-

nical, and other aids to private business, particularly to small enter-

prises and those in areas of persistent unemployment. It also helps

strengthen our economy by improving transportation and communica-

tion facilities, regulating certain types of business activity, and en-

couraging competition where necessary to protect the public interest.

In 1965, payments to the public for these purposes will total an

estimated $6.6 billion. Over half of this total represents trust fund

expenditures for Federal-aid highways, which are estimated to increase

by $99 million over the 1964 level.

Administrative budget expenditures of $3.1 billion are estimated to

be $82 million below the estimate for 1964. Federal loans and grants

to aid redevelopment of depressed areas wiU increase because of

previous commitments, and minimum essential expansions are

proposed for Federal aviation, weather activities, and certain other

programs. However, these increases will be more than offset by re-

ductions in outlays for the temporary public works acceleration pro-

gram begun in fiscal 1963, for the postal service, and for various other

prograrns.
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and technology, weather and census information, and loans and

special services to small businesses.

To foster the expansion of U.S. exports, the 1965 budget provides

$22 million in new obligational authority, $4 million more than in

1964, to strengthen the export promotion program of the Department
of Commerce. These funds will be used to encourage private firms

to increase their exports, expand the number of exporting firms,

provide more trade centers in foreign countries, and enlarge the

number of American firms exhibiting their products at commercial

trade fairs overseas.

Maintenance of the traditional U.S. leadership in technology is

vital both to economic growth at home and effective competition in

world markets. Increases of $9 million in new obligational authority

are requested in this budget to expand the activities of the Bureau
of Standards, the Patent Office, and the Office of Technical Services

so that better services can be provided to business and industry.

The rapid growth of Government-sponsored research has increased

the importance of making the results of this research available to the

interested public. Accordingly, the Commerce Department's role

as a clearinghouse for a great variety of technical information is

being strengthened. For example, funds are provided for the Oflice

of Technical Services to assume responsibility for distribution of all

unclassified research reports by the Department of Defense—a step

which is expected to bring economies as well as improve service. In

addition, the Bureau of Standards is establishing a National Standard

Reference Data System to make verified data in the physical sciences

conveniently available to science and industry. By accomplishing

the time-consuming evaluation of information at a central point, re-

search and engineering work should be made more efficient throughout

American industry. In a few years, savings by Government con-

tractors alone should exceed the additional budgetary costs.

During the past year, the responsibility for planning and coordi-

nating the Government's extensive meteorological activities has been

centralized in the Department of Commerce in order to avoid dupli-

cating expenditures for weather operations, supporting research, and
equipment. A review of the meteorological satellite programs of the

Weather Bureau and the National Aeronautics and Space Adminis-

tration has disclosed that during the next few years operating require-

ments can be met satisfactorily with a less sophisticated system than

had previously been planned. By terminating the plan to launch a

nimiber of Nimbus satellites, in their present design, for use in routine

weather operations, and using instead a simplified spacecraft similar

to the successful NASA Tiros, the Weather Bureau will be able to

hold annual costs over the next several years roughly $20 million

below the level previously estimated.
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Provision is made in the budget for continued improvement in

1965 of the statistics used by both Government and private groups

to measure our economic and social development, as discussed in

Special Analysis J. Work on the 5-year economic censuses covering

manufacturing, mineral industries, transportation, and the distribu-

tion and service trades will be almost completed in 1965. Enumera-
tion of the Census of Agriculture will occur early in the fiscal year,

requiring a tempoi;ary net increase of $5 million in expenditures by the

Bureau of the Census to $36 million. This latter census has been

taken regularly since 1840 and provides valuable benchmark data

needed to understand changes occurring in agriculture.

Although net expenditures of the Small Business Administration

are estimated to remain level in 1965, the agency will continue to

expand the financial and other assistance it provides the small busi-

ness community. This will be accomplished by using funds already

available and funds which will become available from repayments

and sales of earlier loans. The level of new commitments for small

business loans will be increased to $258 million in 1965, $31 million

more than in 1964. Commitments to small business investment

companies and State and local development companies are estimated

at $126 million in 1965, an increase of $20 million over 1964. At the

same time, measures to simplify administrative procedures are en-

couraging increased participation by private lenders, thus reducing

the need for Federal assistance.

Area redevelopment.—^The Department of Commerce, with the

assistance of other major departments and agencies, provides a broad

range of Government aids to help depressed areas rebuild their eco-

nomic base and thus create additional permanent employment.

Expenditures for the area redevelopment program enacted in May
1961 will increase from $98 million in 1964 to $130 million in 1965,

primarily for loans to finance construction of industrial and com-
mercial facilities. The loans, grants, and technical assistance financed

from prior authority and from the new obligational authority of $222

million recommended for 1965 will help provide 150,000 workers with

permanent employment in these economically depressed areas. The
1965 budget assumes enactment of legislation currently pending in

the Congress to increase the maximum authorization on the various

types of Federal assistance; these additional authorizations are re-

quired to carry out the program planned in 1965.

No provision is made in the budget for extension of the temporary
accelerated public works piogram initiated in fiscal year 1963. How-
ever, an appropriation of $5 million remaining under the legislative

authority is requested for contingencies and to administer ongoing

projects. Expenditures for projects already approved are estimated
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at $245 million in 1965, down $120 million from 1964. These include

over 2,400 waste treatment plants and water supply facilities, more
than 1,000 street construction and repair projects, 281 hospitals and
health facilities, and other useful public works.

Transportation policies.—Major steps have been taken to im-

prove and coordinate the planning of Federal transportation pro-

grams which should pay dividends in better transportation and re-

duced costs to carriers, transportation users, and taxpayers. Sev-

eral major legislative revisions of national transportation policy and
programs which are pending before the Congress would further these

objectives. They include: (1) amendments to exempt from mini-

mum rate control carriers of bulk commodities, agriculture and fish-

ery products, and intercity passengers; (2) various proposals to pro-

tect shippers, encourage rate and service experiments, foster through-

routes and joint rates, and improve the effectiveness of regulation;

and (3) Federal assistance for rehabilitation and expansion of mass
transportation systems in urban communities, discussed under

Housing and Community Development.

In fairness to the taxpayers and to encourage efficient use of Gov-
ernment-financed transportation facilities, the substantial special

benefits received by travelers and shippers from Federal expenditures

on aviation and inland waterways should be paid for at least in part

by the users of these facilities. Accordingly, recommendations have

been made for increased transportation user charges; these recom-

mendations are discussed in Part 3 of this budget.

Aviation.—The Federal Aviation Agency is continuing to expand

and modernize the national system of air traffic control and navigation

aids. The use of manpower is being improved and obsolete or unneces-

sary facilities and services are being eliminated. Partly as a result

of these economies, the recommendation for $751 million in new
obligational authority for 1965 is below the 1964 appropriation for

the Agency's regular programs.

The joint industry-Government program to develop a civil super-

sonic transport aircraft for which $60 million was appropriated in

1964, is proceeding on schedule. Design proposals have been received

from prospective manufacturers and will shortly be evaluated for

technical and economic feasibility. Expenditures for this program
are estimated to increase in 1965 by $42 million. All other expendi-

tures of the FAA, taken together, are estimated to decline slightly

from 1964 to 1965, despite increases in air traffic and the related

workloads.
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Water transportation.—Expenditures by the Department of Com-
merce for ocean shippino; will decrease by an estimated $15 million in

1965, primarily because operating subsidy payments in 1964 completed
liquidation of an accumulation of prior year obligations which will

not recur. However, the new obligational authority recommended
is up by $12 million over 1964, principally for the ship replacement

program, including increased provision of automated equipment
designed to reduce operating subsidies in future years. Starts on
17 new ships will be made as part of the continuing program to re-

place obsolete vessels in the subsidized fleet. Efforts to revitalize

the U.S. merchant marine will continue, with particular attention to

labor-management relations and application of new technology, in

order to improve the competitive position of the U.S. fleet and thus

reduce over the long run the need for Government subsidies.

Expenditures by the Coast Guard will rise by an estimated $29

million in 1965, primarily because of fixed commitments for increased

military pay and related personnel costs and larger outlays necessary

for maintenance of vessels. New obligational authority of $90 million,

an increase of $39 million over 1964, is requested for acquisition, con-

struction, and improvement of Coast Guard facilities; the request

represents the 1965 installment of a long-range program to accelerate

replacement of obsolete vessels and expand air rescue facilities.

Highways.—Federal highway expenditures are financed almost en-

tirely from taxes on highway users which are deposited in the highway
trust fund. They are financed on a pay-as-you-build basis with the

level of revenues controlling expenditures. Trust fund expenditures

will increase by $99 milhon in 1965 to an estimated $3,650 million.

About three-quarters of this total is for the Interstate Highway System,

which is scheduled for completion in 1972. Over 15,400 miles of this

41,000-mile system are now open to traffic and another 16,600 miles

are in various stages of development. Almost all remaining trust

fund expenditures are for the primary and secondary Federal-aid

highway systems. The budget assumes enactment of legislation

extending these latter programs for two years at the present annual

level of $975 milhon.

Postal service.—Expenditures of the postal service in 1965 will

exceed postal revenues by an estimated $475 million. This compares
with $770 million in 1963 and an estimated $546 million in 1964. The
decreases from 1963 result from the postal rate increases which

became efi"ective in January 1963, an increase in parcel post rates

expected to go into effect April 1, 1964, and provision of better
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Commerce and Transportation - Program Trends
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service at less cost. The 1965 postal deficit, the amount by which
postal revenues fail to cover postal costs after deducting public service

costs, is estimated at $89 million.

Current programs to improve the efficiency of postal operations

are expected to accomplish substantial results in the years ahead.

The cooperation of large mailers in converting their mailing lists to

the new ZIP Code will reduce mail processing costs by increasing the

amount of presorted mail presented to post offices. An automatic

address reader and a computer-controlled letter sorter to process ZIP-
coded mail are being developed and are expected to be ready for

installation in 1967. Establishment of new centers for the receipt

and dispatch of mail, and the consolidation of the mail processing

functions of small post offices into large central processing facilities

are continuing—with further savings anticipated in transportation

and mail processing costs as well as better service to the public.

Regulation of business.—Pending legislation should be enacted to

help protect millions of small investors by extending the present dis-
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closure safeguards to all companies whose securities are widely

owned, and by otherwise strengthening the securities laws.

Additional funds are requested for the Federal Maritime Com-
mission to meet increased workloads and to permit the agency to

pursue actively its effort to assure that fair and reasonable rates

govern the movement of connnodities in our waterborne foreign com-

merce in support of our export expansion program.

HOUSING AND COMMUNITY DEVELOPMENT

Since the enactment of the Housing Act of 1949, our national hous-

ing policy has been directed toward the long-run goal, set in that act,

of "a decent home and a suitable living environment for every

American family." Through grants, direct loans and mortgage

purchases, and especially through insurance of private credit, Federal

programs have stimulated widespread investment by private individ-

uals and groups, as well as by local communities, in housing construc-

tion and community development. As a result, repayments and

sales of mortgages and other assets acquired in earlier years, together

with other receipts, are now exceeding the amount required to finance

necessary increases in Federal housing activities. Net receipts of

$317 million are estimated in the administrative budget for housing

and community development programs in 1965, compared with esti-

mated net receipts of $191 million in 1964. Total Federal receipts

from the public for these programs are expected to exceed payments

to the public in 1965 by $40 million.

Urban renewal and community Jacilities.—All the authority

available for urban renewal capital grants provided by the Housing

Act of 1961 will have been earmarked for specific projects by the close

of the current fiscal year. Accordingly, legislation to authorize an

additional $1.4 billion in grants is recommended for prompt enact-

ment. This will permit reservations of funds for projects to continue

for 2 additional years at about the current level, and will provide for

proposed increases in payments to families and small businesses

displaced by urban renewal.

Meanwhile, urban renewal projects financed in earlier years con-

tinue to advance toward completion. The number of older projects

completed during the year will rise from 51 to 65. Specific plans will

be submitted and approved for an estimated 200 projects in 1965,

compared to 165 in the current year. This increased activity and

the proposed higher relocation payments will result in an increase of

$75 million in expenditures for capital grants from 1964.

The rise in expenditures in 1965 for loans to assist smaller com-

munities in financing essential public facilities will be more than offset

by higher receipts from sales of loans made in earlier years. The
successful sale of such loans, which were originally made by the Gov-
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HOUSING AND COMMUNITY DEVELOPMENT
[Fiscal years. In millions]

Program or agency

Payments to the
public

1963
actual

1964
estimate

1965
estimate

Recom-
mended
new obli-

gational
authority
for 1965

Administrative Budget Fatids:

Urban renewal and community facilities:

Housing and Home Finance Agency:

Urban renewal:

Capital grants

Loans

Public facility loans (excluding transportation loans)

.

Urban mass transportation:

Present programs

Proposed legislation

Other

Public housing programs

Aids to private housing:

Housing and Home Finance Agency:

Federal Housing Administration —
Federal National Mortgage Association:

Special assistance functions

Management and liquidating programs

Secondary market operations, preferred stock re-

purchase

Proposed legislation for pool participation sales.

.

Housing for the elderly—direct loans ---

Other

Federal Savings and Loan Insurance Corporation

National Capital Region:

District of Columbia

Other

$186

-13

27

17

178

135

-277

-162

19

13

-264

66

4

Subtotal, administrative budget. -67

Trast funds:

Federal National Mortgage Association, secondary market

operations, net

District of Columbia municipal government

Federal home loan banks, net

Other

-730

334

363

-2

Subtotal, trust funds. -36

Intragovernmental transactions and other adjustments

(deduct)

:

District of Columbia

Other

Total.

105

60

-268

$225

18

34

10

29

146

57

-365

-113

-101

$300

18

32

12

10

39

222

-173

-313

-74

33

16

-250

66

3

-191

30

396

1.200

2

1.628

115

43

.279

-200

49

19

-349

-317

138

417

-100

1

456

156

23

-40

'Less than one-half million dollars.
1 Compares with new obligational authority for 1963 and 1964, as follows:

Administrative budget funds: 1963. $559 million: 1964. $1,965 million.

Trust funds: 1963. $554 million; 1964. $449 million.
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ernment because they were unacceptable to private investors, is a

small but significant part of the Government-wide efforts to substitute

private for public credit wherever possible.

Pending legislation to assist urban mass transportation systems

would authorize Federal grants, direct loans, and loan guarantees in-

volving new obligational authority totaling $375 million over a 3-year

period. The 1965 budget includes $75 milhon in new obligational

authority and $10 million in expenditures for the first year of opera-

tion under the new program.

New obligational authority of $25 milhon is needed to continue the

urban planning assistance program. This program, while small in

terms of expenditures, offers potential savings by assuring that Federal

aids to community development are put to the most effective use,

particularly in our growing metropolitan areas.

Public housing programs.—The authority provided in the Housing
Act of 1961 to make contracts for annual contributions to local hous-

ing authorities to support construction of additional low-rent public

housing units will be exhausted by the end of the current fiscal year.

Legislation is being requested to authorize contracts for an additional

200,000 units over the next 4 years, together with amendments to

improve the flexibility and effectiveness of the present program.

Expenditures under present programs will rise to $222 milhon

in 1965, as additional units built under prior authorizations are com-

pleted and become eligible for annual contributions, and as more units

occupied by elderly persons become eligible for the special additional

contributions authorized in 1961. Estimated net expenditures in

1964 are unusually low because of nonrecurring receipts from private

refinancing of the last $53 million of local housing authority bonds

owned by the Public Housing Administration.

Aids to private housing.—Federal assistance to private housing has

generally been accomplished by encouraging private credit markets to

supply more adequate financing. The Housing and Home Finance

Agency provides such assistance primarily by insuring loans made by
private institutions and by maintaining secondary market facilities

to improve the marketability of such loans. The Federal Savings and
Loan Insurance Corporation, through insurance of savings and loan

accounts, encourages small savers to pool their funds for home mort-

gage lending. The Federal home loan banks supplement such funds

by lending to member savings and loan associations which experience

loan demands temporarily greater than they can meet.

It is expected that private funds will continue to be available in

1965 for a considerable volume of investment in federally insured
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mortgages. As a result, sales of mortgages previously acquired by
the Government, together with repayments, will exceed the purchases

of new types of insured mortgages, even though an increase in such

purchases is anticipated—especially for housing of moderate income

families. The turnover of a limited Federal investment thus will

permit maximum support of new housing construction with minimum
burden on the Federal budget.

The Federal Housing Administration will continue to make sub-

stantial expenditures for mortgage and property acquisitions arising

from defaults on insured mortgages. However, these and other

expenditures will be more than offset by receipts from (1) privately

financed sales of properties, and (2) transfers of mortgages acquired

on previous sales of properties to the Federal National Mortgage

Association for management and sale through its unified mortgage

administration system. As a result, the FHA will have net receipts

estimated at $173 million in 1965, compared to estimated net expendi-

tures of $57 million in the current year.

The Federal National Mortgage Association will continue its suc-

cessful marketing poHcies under which all three of its programs last

year were able not only to finance current operations from receipts, but

also to reduce substantially previous borrowings. Although some

increase is expected in mortgage purchases by the secondary market

trust fund in 1965, this trust fund is buying back this year a sub-

stantial part of its preferred stock now held by the Treasury, since it

does not currently need these funds to finance its operations. This

repurchase will reduce administrative budget expenditures by $101

million in 1964, but will not affect payments to the public.

To broaden further the range of private investment in federally

insured and guaranteed mortgage loans, legislation is being proposed

to authorize FNMA to issue and sell participations in pools of FHA-
insured and VA-guaranteed loans. Enactment of this legislation

would permit sales of such participations in these loans owned by the

Association amounting to an estimated $200 milhon in 1965 over and

above sales of individual mortgages under present sales procedures.

Sales of similar participations in loans owned by the Veterans Admin-
istration are discussed under Veterans Benefits and Services.

The direct loan program for moderate-income rental and cooperative

housing for the elderly is expected to provide for commitments of

$100 million in 1965, but expenditures are estimated at only about

half this amount because of the lower commitment levels of prior

years. Legislation will be proposed to remove the limit on appro-

priations for this program, and an appropriation of $75 million is

included in this budget for 1965.
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The continuing rapid growth of savings and loan associations insured

by the Federal Savings and Loan Insurance Corporation is producing

a corresponding increase in receipts from insurance premiums, espe-

cially from prepayments of premiums required under the 1961 legisla-

tion to strengthen the reserves of the Corporation. These increases

in receipts, together with a reduction of outlays required to protect

insured accounts, will reduce net administrative budget expenditures

by about $100 million from 1964.

During fiscal year 1964, the Federal home loan banks are expected

to increase their outstanding advances to member savings and loan

associations by $1.2 billion. The banks now anticipate that in 1965

receipts from repayments of such advances will exceed new advances

by $100 million. Transactions of these banks are not included in the

administrative budget, but are recorded as trust fund expenditures.

National Capital Region.—The District of Columbia government

provides both State and local government services for the industries

and residents of the National Capital city. As the predominant

industry, the Federal Government recognizes a special responsibility

to bear its proper share of the costs of such services, as well as to

provide long-term loans needed to carry out an orderly program of

capital improvements. Legislation enacted in 1963 increased the

authorizations for both types of Federal assistance. Additional

legislative authority is needed to provide further increases in these

authorizations and to base them on appropriate measures of the

Federal impact on the community and of the District's ability to repay

borrowings.

The specific programs and fiscal requirements of the District of

Columbia government are discussed more fully in the separate

District of Columbia budget.

The Federal Government has a unique interest in assuring a

balanced transportation system for the National Capital Area.

Legislation to authorize rapid rail transit and express bus systems

was transmitted to the Congress in May 1963. Early action to

permit a beginning on an acceptable program is essential for the

orderly development of the Nation's Capital.

HEALTH, LABOR, AND WELFARE

In 1965 Federal payments to the public for health, labor, and

welfare programs, largely from trust funds financed by special taxes,

are estimated to total $28.6 billion, an increase of $1.3 bilUon over

the estimate for 1964. Most of this increase reflects the built-in

growth of trust fund programs such as old-age and survivors insurance.
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HEALTH. LABOR. AND WELFARE

[Fiscal years. In millions]

Program or agency

Payments to the
public

1963
actual

1964
estimate

1965
estimate

Recom-
mended
new obli-

gational
authority
for 1965

Administrative Budget Funds:

Health services and research:

National Institutes of Health

Community and environmental health:

Construction of health facilities:

Present programs

Proposed legislation (Hill-Burton)

Health professions education assistance

Proposed legislation for nurse education

Environmental and other community health

Other

Labor and manpower:

Unemployment compensation for Federal employees

and ex-servicemen

Manpower development and training

Proposed legislation for youth opportunities

Repayable advances to unemployment trust fund

Other..

Public assistance:

Grants to States

Proposed legislation for community work-training

Assistance to Cuban refugees and other

Other welfare services:

Vocational rehabilitation

School lunch and special milk programs

Food stamp program

Proposed legislation for military service credits

Other

$724

189

192

249

153

52

-85

104

2.730

59

98

263

20

42

Subtotal, administrative budget. 4.789

Trust Funds:

Old-age, survivors, and disability insurance.

Unemployment insurance

Civil service retirement and disability

Railroad retirement

Other

15.789

3.815

1.176

1.112

-37

Subtotal, trust funds. 21.855

Intragovernmental transactions and other adjustments

(deduct) . 946

Total. 25.698

$826

200

6

280

326

140

136

10

-8

112

2.948

59

123

280

45

51

$850

202

5

19

II

291

355

116

325

96

-4

lis

2,781

35

53

125

293

51

60

51

5.533 5.832

16,704

3.555

1,337

1.129

-56

17.518

3.443

1.490

1.144

-46

22.669 23.549

937 786

27.265 28.595

$1,050

23

270

86

19

328

378

126

411

160

119

2.980

50

54

146

292

51

60

44

6.647

17.499

3.933

2.391

1.279

10

'25.112

Compares with new obligational authority for 1963 and 1964. as follows:
Administrative budget funds: 1963, $5,382 million; 1964, $5,765 million.
Trust funds: 1963, $22,621 million; 1964, $24,874 million.
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Administrative budget expenditures in 1965 are estimated to increase

by $299 million for new and urgently needed programs such as man-
power development and training, improved youth employment

opportunities, and medical education.

More than nine-tenths of the estimated payments for health, labor,

and welfare in 1965 will be made through the social insurance trust

funds and through grants for public assistance. These payments

provide income support for the unemployed, retired, disabled, and

other recipients. An estimated 32 million people will receive $30

billion of Federal income maintenance payments in 1965, including

veterans payments, military retired pay, and other programs classified

elsewhere in the budget. Of this amount, $17 billion will be paid to

16 million aged persons. Other services and programs costing nearly

$2 bilHon will also be provided for the aged, including the grants for

community services and work opportunities proposed in the Senior

Citizens Community Planning and Services Act pending in the

Congress.

Health services and research.—The Department of Health,

Education, and Welfare will spend an estimated $1,733 million in

1965 for health research and training and for public health services,

including related consumer protection activities.

Health research.—Annual Federal expenditures in this field exceed

$1 billion, of which about three-fifths represents outlays by the

National Institutes of Health. Federal funds support nearly two-

thirds of total national expenditures for health research and about

one-half of such funds go to universities. In addition to providing

support for specific research projects and for research facilities, the

budget includes funds for general research and training grants. These

expenditures make a significant contribution toward maintaining our

leadership in combating disease and in providing trained health

personnel.

Health manpower and facilities.—The enactment of the Health

Professions Education Assistance Act of 1963 launched a much needed

program to increase the capacity of medical and dent^al schools.

Construction grants and student loans are designed to increase the

number of medical school graduates by 50% and to double the number
of dental graduates by 1970. The budget includes a supplemental

appropriation of $30 million for 1964 and recommends $86 million of

new obligational authority for the second-year cost of this program.

To meet the urgent need for more and better qualified professional

nurses, we must by 1970 increase the number of practicing professional

nurses by 25%. Legislation is therefore being proposed to extend

and expand the current graduate nurse traineeship program, to au-

700-000 0—64 8
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thorize the construction of facilities for teaching nurses, and to provide
financial aid for nursing students. Extension and expansion of pro-

grams for training professional public health personnel are also

recommended.

The authorization for the highly successful Hill-Burton Act to aid

the construction of medical facilities expires June 30, 1964, and legisla-

tion is recommended to extend this program. During the past 17

years the Federal Government has contributed $2 billion under this

act toward the construction of medical facilities costing $6 billion.

The program has concentrated on the construction of general com-
munity hospitals in rural areas, and has eliminated much of the back-
log of need. The proposed legislation would shift the emphasis of

the program toward modernizing the older general hospitals, largely

centered in urban areas, and toward stimulating construction of

long-term care facilities for the chronically ill and aged. Almost half

of all hospitals require some form of modernization; loan guarantees

would be used to achieve greater results than are possible with Federal

grants alone. These proposals will provide expanded assistance to

communities for meeting needs for health facilities.

Mental health.—In recognition of the need for energetic action to

combat mental illness, legislation was enacted in 1963 authorizing a

3-year program totaling $150 million for construction of community
mental health centers. The budget includes an appropriation of $35

million for 1965. This represents a vital first step in making adequate

care available in the patients' own communities, rather than sending

them away to distant large mental institutions. Starting in 1964,

project grants of $9 million are being made to State mental institutions

for demonstrations in intensive therapy and training of personnel;

these grants will be increased to $18 million in 1965. Including these

programs, new obligational authority requested for 1965 for the

National Institute of Mental Health and for construction of mental

health centers totals $224 million, $48 million more than for 1964.

Mental retardation.—Legislation enacted during 1963, pursuant to

the recommendations of the President's Panel on Mental Retardation,

provides a firm basis for a concerted national effort to combat mental

retardation on all fronts.

This legislation augments existing grant programs for services to

mentally retarded children, and authorizes a new project grant pro-

gram to help reduce the incidence of retardation by comprehensive

maternity care to 300,000 mothers who otherwise could not afford it.

Additional programs authorized to combat retardation include edu-

cational research, teacher training, and community- and university-
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based clinics and research centers. The budget provides for a 1964

supplemental appropriation of $36 million to start these programs, and
appropriations of $72 million are requested for 1965. Including these

new programs, a total of $243 million in new obligational authority

is recommended for 1965 for services and benefits to the retarded

by the Department of Health, Education, and Welfare. This request,

including both administrative budget and trust funds, is nearly twice

the amount enacted 2 years earlier.

Public health services and health protection.—In 1965, the Public

Health Service and the Food and Drug Administration wiU spend

$333 million to improve community health services, combat environ-

mental health hazards, and provide greater protection foi' the health

and safety of consumers.

Control of environmental health hazards depends largely on in-

creased research and the availability of specialized manpower. The
budget includes $32 million of new obligational authority for research,

training, and fellowship grants to stimulate further work in this field

and funds for planning additional Federal research facilities.

This budget provides for a substantial strengthening of activities

designed to increase our knowledge of the long-range effects of pesti-

cides on man and other biological systems. Appropriations of $13

million are requested for 1965 for the Department of Health, Educa-

tion, and Welfare which, together with funds requested for the

Departments of Agriculture and Interior (under other functional

categories), bring the total requested for this purpose to $56 million

for 1965, $10 million more than for 1964.

The Clean Air Act of 1963 provides for major new Federal responsi-

bilities in controlling and combating air pollution. A supplemental

appropriation is proposed for 1964 to initiate activities under this act

promptly. Expenditures of $19 million are estimated in 1965 for all

air pollution activities, an increase of $8 million from 1964. Increased

emphasis wiU also be given to water pollution control, mcluding

strengthening of enforcement and research. Eight water pollution

laboratories will be under construction in 1965 from funds authorized

in previous years.

The Food and Drug Administration will expand its consumer

protection program to carry out the Drug Amendments of 1962. In

addition, a major reorganization completed in 1963 will enable the

agency to give better health and safety protection to the consumer.

Legislation is recommended to provide more adequate protection

against dangerous cosmetics, harmful and ineffective therapeutic

devices, and to make other needed improvements in the food and

drug laws.
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The President's Advisory Commission on Narcotics and Drug Abuse

has completed a study of measures needed to strengthen control over

the distribution and usage of narcotic and psychotoxic drugs and to

improve programs for rehabilitating addicts, and its recommendations

are under review.

Health, Labor, Welfare - Prosram Trends

Millions
Federal-State Public Assistance Vocational Rehabilitation

Labor and manpower.—Administrative budget expenditures in

1965 for labor and manpower programs are expected to increase by
$261 million over 1964, principally to provide training and employ-

ment opportunities for unemployed workers and youths.

To help cope with the problem of the more than 900,000 currently

unemployed among our younger people, the Youth Employment
Act was proposed last year and is awaiting final action by the Con-

gress. This act will provide work and training through conservation

work camps and work projects in local communities. The budget

includes new obligational authority of $30 million in 1964 and $160
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million in 1965 under this legislation, which will benefit an estimated

60,000 youths during 1965.

A persistent need exists to train unemployed workers in skills which

will enable them to find productive employment. This budget pro-

vides for $165 million of appropriations for 1964, including a supple-

mental appropriation of $55 million, and a total of $411 million in

appropriations for 1965 to finance the recently broadened and strength-

ened Manpower Development and Training Act program. The new
amendments to the Act will make it possible to train 135,000 unem-

ployed workers in 1964 and more than 275,000 in 1965, including

many youths found unqualified for military service. The 1965 total

includes an estimated 60,000 workers and youths who will receive

basic literacy training to enable them to go on to regular vocational

training. In addition to the regular flow of workers who seek train-

ing, it is anticipated that more than 300,000 18-year-olds, found

unqualified for military service, will be referred to manpower conserva-

tion units in the employment service.

The Federal-vState employment service—financed through the un-

employment trust fund—represents a key element in the total array

of programs to assist unemployed workers in obtaining suitable em-

ployment. Between 1961 and 1965 total nonagricultural job place-

ments through this service will increase by 28%. To continue

strengthening the 1,900 local employment offices throughout the

country—including special services for older workers—and to meet

the cost of rising State pay scales, the budget includes an increase of

$30 million in trust fund expenditures to $452 million in 1965.

The newly established Labor-Management Services Administration

in the Department of Labor will expand its efforts to improve labor-

management relations, including general research on collective bargain-

ing. Total outlays in the field of labor-management relations are

estimated at $41 million in 1965; this includes the labor-management

mediation agencies and the National Labor Relations Board. Legis-

lation is being recommended to improve conditions for migrant agri-

cultural workers. Legislation is also recommended to amend the Fair

Labor Standards Act to extend minimum wage and other protection

to more than 2 million additional workers and to authorize higher

penalty pay for overtime in covered industries in which it is found

to be appropriate.

Social insurance and welfare services,—Our economy provides

a higher standard of living to a greater proportion of its people than

any other nation. This result has been achieved principally through

the enterprise and industry of our citizens, but it has been reinforced

by public programs which provide social insurance and other aids or

services to help those families suffering a loss of income because of

unemployment, disability, retirement, or death.
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Social insurance.—Trust fund expenditures under social security,

railroad retirement, apd retirement programs for Federal civilian em-
ployees are estimated to be over $20 billion during 1965, an increase of

$982 million over 1964.

The basic social security system now covers about 90% of our
workers and their families. Legislation is recommended, effective

January 1, 1966, to expand this system to provide protection for the

aged against the disproportionately heavy costs of hospital and nursing

home care. Financing for this hospital insurance would be provided
by raising the combined employer-employee payroll tax by )^% and
by increasing the amount of earnings covered by social security. The
increase in the earnings base will also raise benefits in future years

and will help keep the system abreast of the general rise in levels of

earnings. Under the legislation, the cost of hospital benefits for the

currently aged who are not covered by the social security system would
be met from regular appropriations.

Under the unemployment insurance system, $2.9 billion will be paid

in benefits in 1965 (including $116 million from administrative budget
funds for benefits to ex-servicemen and former Federal employees).

These benefits wiU be paid to an estimated weekly average of 1.7

million claimants. In many States, the coverage and duration of

unemployment insurance benefits are inadequate. Legislation has
therefore been proposed to extend coverage of the system, increase the

duration of benefits, and assure the necessary revenues to finance

these improvements. The expenditure estimate for the unemploy-
ment trust fund includes $170 million for this legislation in 1965.

The 1965 budget also includes $60 million under proposed legislation

to start liquidating, on a scheduled basis, the Federal Government's
obligation to the old-age, survivors, and disability insurance system for

credits for past military service.

Public assistance.—Expenditures of $2.9 billion, including $35
million under proposed legislation to augment community work-
training programs, are estimated for public assistance in 1965. These
expenditures are $138 million less than in 1964 because cash balances

held by the States will be drawn down. However, the program will

be expanding to help States and communities provide for the basic

needs of more than 7 million persons, including 523,000 persons esti-

mated to receive medical assistance for the aged under existing law.

Legislation is proposed to improve certain features of the old-age

assistance program.

Other welfare services.—The Federal-State vocational rehabilitation

program which provides coordinated services to the disabled, will

restore an estimated 133,000 individuals to economic independence in
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1965, an increase of 21% over 1963. Federal expenditures for vo-

cational rehabilitation will total $125 million in 1965. New legis-

lation is proposed to expand vocational rehabilitation services, partic-

ularly for the mentally retarded.

In the fiscal year 1965, 16.6 million school children are expected to

participate in the school lunch program, 5 percent more than in 1964.

To meet this growth in the number of participating children and to

initiate assistance on a selective basis to needy schools, grants to

States are estimated to rise by $12 million. New obligational author-

ity of $100 million is recommended for 1965 for the special milk pro-

gram, the same level as in 1964, to be financed by transferring funds

from the permanent appropriation for the removal of surplus agri-

cultural commodities. The pilot food stamp program is financed

from the same permanent appropriation. Legislation has been pro-

posed to provide continuing authority for this program.

Legislation has also been proposed to extend beyond June 30, 1964,

the authorization for Federal grants to support coordinated community
projects combating juvenile delinquency and to train workers in this

field.

EDUCATION

Education is essential to preserving our democratic society and

advancing our national economy. Every individual should have the

opportunity to develop his abilities to the fullest, particularly in an

age of increasing technology and rapidly growing demand for the

highly trained. This can be achieved only through concerted and
cooperative efforts by private individuals and organizations and by all

levels of government. The Federal Government can best play its part

through programs designed to meet selected, critical needs and to

stimulate improvements throughout our educational system.

The 1965 budget provides for an increase of $339 million in expendi-

tures for education programs. Most of this increase is for measures

recommended last year which were recently enacted and for pending

measures on which the Congress has not yet completed consideration.

Other increases are provided for expanding existing programs, mainly

those of the National Science Foundation, and for a substantially

enlarged program to aid individuals who require special education

and related services, particularly as part of the attack on poverty.

The new obligational authority recommended for fiscal 1965 totals

$3.1 billion, an increase of $1.2 billion over 1964.

Proposed education legislation.—The budget includes new obliga-

tional authority of $718 million and estimated expenditures of $118

million in 1965 for education programs recommended last year which

are still pending, and for an enlargement of the proposed aid for
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EDUCATION

(Fiscal years. In millions]

Program or agency
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• An enlarged program providing project grants for education

as a major weapon to support broad community action programs

to combat poverty and to provide special educational and related

services for certain groups of children—the handicapped, the

illiterate, the culturally disadvantaged, slow learners, children of

migrant agricultural workers, and the gifted and talented as well;

• Expansion of the National Defense Education Act fellowship

program to help meet the need for highly trained professional

personnel, particularly college teachers and scientists;

• Work-study and student loan insurance programs to help assure

that needy students are not denied a college education

;

• Programs to train new teachers and specialists required for our

schools

;

• Upgrading and supplementing the training of our present teachers

;

• Special assistance to ease desegregation of public schools;

• Construction of public libraries and expansion of public library

services in urban as well as rural areas;

• Basic adult education ; and
• University extension services.

The following discussion relates principally to existing programs.

Assistance for elementary and secondary education,—Expenditiu'es

for assistance to schools in federally impacted areas and for defense

education programs which support science, mathematics, foreign

language instruction, and guidance and counseling programs are

estimated at $471 million in fiscal year 1965. The increase of $45

million over 1964 for schools in federally impacted areas reflects an

increase of 100,000 students whose parents work or reside on Federal

properties, and a 5% increase in the cost of instruction. As an aid to

consideration of the future of this program, a thorough study will be

made of the impact of Federal activities on the fiscal and economic

resources of local communities.

Assistance Jor higher education.—A new program to assist in con-

struction of classrooms, libraries and laboratories for graduate and

undergraduate schools, public junior colleges, and technical institutes

was authorized in Public Law 88-204, approved December 16, 1963.

The budget includes a proposed supplemental appropriation to

initiate this program in 1964. About $570 million in grants and loans

will be committed in 1965, with expenditures estimated at $38 million.

New obhgational authority of $300 million will be available for

college housing loans in 1965, the same as in 1964. Estimated ex-

penditures in each of these years reflect anticip&.ted sales to private

lenders of $50 million in Government loans previously made. Re-
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education ~ Prosram Trends

Impacted Area rrogram

Millions ( OPERATING GRANTS 1

k2.0
-

payments on outstanding loans and increased private participation

in new loans during 1965 will further reduce net expenditures by
$15 million in 1965 to an estimated $208 million.

Under the National Defense Education Act, the number of student

loans is expected to increase by 45% between 1963 and 1965, when an

estimated 314,000 loans will be made.

Assistance to science education and basic research.—The National

Science Foundation continues to perform a vital role in support of

science education and fundamental research. In keeping with pro-

posals made a year ago as part of the Administration's education

program, substantial increases are again recommended in the scope

of the programs of the Foundation to develop additional academic

institutions of scientific excellence and to strengthen science education.

The need for highly trained manpower for engineering, mathematics,

and the physical sciences—to which these programs would contribute

significantly—was underscored by the President's Science Advisory
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Committee last year. Over 10,000 fellowships will be granted in 1965,

an increase of nearly 80% over 1964. Increases are also provided in

1965 for the support of basic research, including funds to proceed

with major procurement for Project Mohole. Total new obligational

authority for the Foundation will rise from $353 million in 1964 to

$488 million in 1965.

Other aids to education.—Expenditures for vocational education

programs are estimated to increase by $54 million in 1965 to carry out

the provisions of Public Law 88-210, approved December 18, 1963.

The act authorizes grants to States for vocational education and con-

struction of facilities, and provides Federal support for projects which

will meet the vocational needs of youths with special handicaps to

learning. The budget includes a supplemental appropriation of $60

million for 1964 to initiate programs under the new act, and a further

increase of $89 million is recommended for 1965.

Expenditures are also estimated to increase in 1965 for (1) expanded

research supported by the Office of Education to improve course

materials, teaching methods, and knowledge about the processes of

education; (2) increased construction of educational television facili-

ties; and (3) expanded training of teachers for the handicapped, as

authorized in Public Law 88-164.

VETERANS BENEFITS AND SERVICES

Payments to the public in 1965 for veterans programs are estimated

to decrease by $425 million from the current year's level. Major

expenditure decreases include (1) $275 milhon in the housing loan

programs, largely reflecting continuing high sales of mortgages held

by the Veterans Administration and proposed sales of certificates of

participation in a pool of VA-guaranteed housing loans; (2) $146

million in life insurance payments from trust funds, mainly because

of a speedup of some dividend payments into 1964; and (3) $23 million

in education and training readjustment bentfits, principally because

these benefits under the GI bill for veterans of the Korean conflict

are ending.

Service-connected compensation.—Compensation for disability and

death arising from military service is estimated at $2,120 million in

1965. This is a reduction of $6 million from 1964, reflecting a decline

in the number of veterans and their survivors receiving benefits.

It is estimated that beneficiaries will total 2,354,000 in 1965, which is

7,000 less than in 1964. However, average payments per recipient

will increase in 1965, because of a cost-of-living increase in benefits to

certain widows, orphans, and dependent parents provided by legisla-

tion enacted last year.
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VETERANS BENEFITS AND SERVICES

[Fiscal years. In millions]

Program or agency
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Nonservice-connected pensions.—Pension expenditures for disability

and death not connected with mihtary service are expected to rise by
$34 milHon in 1965, as the average number of recipients increases by an

estimated 78,000 to a total of 2,106,000. World War I pensioners

and their surviving beneficiaries constitute 72% of this number.
Pensions for veterans of World War II and the Korean conflict and for

survivors of veterans wall continue to rise as increasing numbers of

veterans reach ages at which rates of disability and mortality mount.

Beadjustment henefits.—Expenditures for education and training

benefits are estimated to decline in 1965, as these benefits, mainly for

veterans of the Korean conflict, will terminate on January 31, 1965.

The nimiber of war orphans receiving education and training is

expected to level off at an average of 15,000 per year. In the voca-

tional rehabilitation program for the disabled, a decline in wartime
trainees will be offset by the increase in ex-servicemen injured in

peacetime service who are now entitled to vocational rehabilitation

benefits under legislation enacted in fiscal year 1963.

An increase of $102 million in net receipts in 1965 compared with

1964 is expected in the direct housing loan program for veterans in

rural areas and small towns. This change reflects an anticipated

reduction in loans from 15,000 in 1964 to 10,000 in 1965, plus increased

receipts from sales of Veterans Administration-held mortgage loans.

About $635 million of unobligated funds is estimated to be carried

forward into 1965 for the direct loan program, an amount considerably

in excess of the new loans expected to be made in that year. Accord-

ingly, the budget includes a proposal to cancel the $150 million of

new obligational authority which otherwise would become available

for 1965 under present law.

Under the veterans loan guarantee program, 175,000 loans are

estimated to be guaranteed in 1965, 8% fewer than in 1964. Fore-

closures of mortgages financed with guaranteed loans are expected

to continue high, resulting in expenditures for the payment of claims

and for property acquisition only slightly less than in 1964. However,

.properties and loans previously acquired by the Veterans Adminis-

tration wUl be sold in increasing volume, resulting in net receipts of

$63 miUion in 1965 compared with net expenditures of $10 million in

1964.

In addition, legislation is recommended under which an estimated

$100 miUion in certificates of participation in a pool of previously

acquired veterans housing loans will be sold to private lenders in order

to broaden private financing of housing loan programs.



126 THE BUDGET FOR FISCAL YEAR 1965

Veterans Benefits and Services -Program Trends

1954 56 58 60 62 64 65 1954 56 58 60 68 64 65

Fiscal Years .^HhHBI^^HHHk. Estimate J&^BaHaKHSHHIlBIHHiKi Estimate

Hospitals and medical care.—The 1965 budget includes expenditures

of $1,160 million for hospital and medical care services, including

administration and medical and prosthetic research. Although the

total is about the same as in 1964, provision is made for continued

improvement in the quality of medical care, expansion of research,

and activation of a new 710-bed hospital in Washington, D.C.

Hospital, domiciliary, and nursing home care will be provided in

1965 for an average of 137,622 beneficiaries per day in Veterans

Administration, contract, and State facilities—approximately the

same total as in 1964. There will also be an estimated 6 million visits

by veterans to outpatient clinics operated by the Veterans Admin-
istration or to private physicians at the expense of the Veterans

Administration.

Hospital construction.—Expenditures for hospital construction in

1965 are estimated to be $85 million. New obligational authority of
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$102 million is proposed for the year, representing the fifth step in

carrying out the 15-year $1.2 billion hospital program initiated in 1961

to modernize the 125,000-bed hospital system. Construction of one

new facility of 1,040 beds in Los Angeles, Calif., and replacement of

two hospitals containing 1,940 beds in Hines, 111., and San Juan, P.R.,

will begin in 1965, and planning will be initiated for one other hospital.

Several new modernization projects will also be undertaken, and new
obligational authority of $6 million in 1965 is provided for the con-

struction and planning of new medical research facilities.

Veterans life insurance trust funds.—The National Service and U.S.

Government life insurance trust funds finance over 5 million life

insurance policies, primarily for veterans of World Wars I and II.

Receipts are chiefly from premiums and interest on investments;

expenditures are mainly for death and disability claims and dividends.

Trust fund expenditures are estimated to decline by $146 million in

fiscal year 1965, mainly because $113 million of the $234 million total

regular dividend payments due in that year are being accelerated

into the winter months of fiscal year 1964.

Other veterans benefits and services.—Insurance and indemnity

expenditures made from administrative budget funds are estimated

to decline by $17 million in 1965 because of the completion of payments

of special dividends and the gradual phase-out of the servicemen's

indemnity program as installment payments are completed.

Reductions in workloads and continuing improvements in produc-

tivity w411 result in decreased costs for general administrative opera-

tions of the Veterans Administration. These reductions will more

than offset the added cost in 1965 mandatory pay increases as provided

in the Federal Salary Reform Act of 1962.

INTEREST

Interest payments wiU continue to rise in 1965, reflecting in part the

higher average level of the outstanding public debt. The higher pay-

ments also take into account the effect in 1965 of interest rate increases

which have taken place in the last few years to stem the flow of short-

term funds abroad. The impact on the budget is occurring gradually

as individual issues mature and are refunded with securities paying

higher interest.

Payments to the public in 1965 for interest, primarily on the public

debt, will be $2.5 billion less than the estimated administrative

budget expenditures of $11.1 billion. The difference results from

two factors: (1) Interest payments to Federal trust funds and agencies

on their investments in United States Government securities, esti-

mated at $1.9 billion in 1965, are included in administrative budget
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INTEREST

(Fiscal years. In millions]

Item
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GENERAL GOVERNMENT

(Fiscal years. In millions)

Program or agency
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General Government - Program Trends

Billions

5 -
Bureau of the Mint

Millions Tax Collection

100 - ^^
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the Federal Supply Service, primarily because larger advances are

expected to be received from agencies ordering supplies.

Central personnel management.—-Present law requires an appropria-

tion from the administrative budget to the civil service retirement

and disability trust fund, largely to pay increased annuities to present

retirees, effective January 1, 1963. Enactment of pending legislation

would permit payment of such benefits directly from the retirement

fund, thus eliminating $65 million from the administrative budget for

1965.

Protective services and alien control.—An increase of $13 million in

expenditures is anticipated in 1965 for the law enforcement and related

activities of the Department of Justice. New obligational authority

recommended for 1965 will increase by $23 million, primarily to com-

plete construction of the psychiatric prison hospital in North Carolina

and to build a new National Training School for Boys in West Virginia

to replace badly deteriorated facilities in Washington, D.C.

Territories and possessions.—-In accordance with legislation enacted

last fall to assist in the rehabilitation of Guam, supplemental appropri-

ations of $11 million are recommended for 1964, and an almost equal

amount for 1965, for loans and grants, mainly to replace public facili-

ties destroyed by the typhoon in November 1962.

The programs for the Trust Territory of the Pacific will be expanded

further to improve health, educational, and economic conditions of

this area.
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars)

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars)—Continued

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars)—Continued

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars)—Continued

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars) —Continued

Description
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Tabic 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars) —Continued

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars)—Continued

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars) —Continued

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars) —Continued

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars)—Continued

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars)—Continued

Description
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Table 14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES BY
FUNCTION AND AGENCY (in millions of dollars)—Continued

Description
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*Less than one-half million dollars.

1 Interfund transactions shown as deduct lines above are as follows:
t963

Administrative Budget actual

Interest on loans to Government-owned enterprises:
Commodity Credit Corporation 186
Expansion of Defense Production 6
Export-Import Bank of Washington 51
Housing and Home Finance Agency 160
Panama Canal Company 10
Small Business Administration 20
Veterans Administration 47
St. Lawrence Seaway Development Corporation 2
Other - -.- 16

Fees and other charges:
Public enterprise funds *

Panama Canal Company for annuity payment and cost of Canal Zone
Government 14

Total, administrative budget 513

Trust Funds

Payments to employees' retirement fund receipts:
District of Columbia government 7 7 8
District of Columbia employees' pay deductions 7 7 8

Payments between funds:
FOASI fund from Federal disability insurance fund 2 3 3

Railroad retirement account from:
FOASI trust fund 423 423 418
Unemployment trust fund 9 10 13
Federal disability insurance fund ^ 20 20 18

Civil service retirement and disability fund to Foreign Service retire-
ment fund * * «

Unemployment trust fund from railroad retirement account 38 18 8

Total, trust funds - 505 488 477

1964
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EXPLANATION OF MEANS OF FINANCING
AGENCY ACTIVITIES

TYPES OF FUNDS

Agency activities are financed both through administrative budget

funds and through trust funds.

The administrative budget covers Federal (Government-owned)

funds which are of four types. The general fund is credited with

receipts not earmarked by law, and is charged with expenditures

payable from such revenues and from general borrowing. Special

funds account for Federal receipts earmarked for specific purposes,

other than carrying out a cycle of operations. Public enterprise (re-

volving) funds finance a cycle of operations in which expenditures

generate receipts primarily from the public. Intragovernmental revolv-

ing and management funds facilitate financing operations within and

between Government agencies.

Trust funds are established to account for receipts which are held

in a fiduciary capacity by the Government for use in carrying out

specific purposes and programs. Within the category of trust funds

there is a special category of trust revolving funds which carry on a cycle

of business-type operations.

The budget also includes (in association with the trust funds)

deposit funds, which are not used for Government programs but are

essentially suspense or agent accounts, and some transactions of

certain Government-sponsored enterprises. The following discussion

is not generally pertinent to them.

NEW OBLIGATIONAL AUTHORITY AND OBLIGATIONS

New obligational authority.—Government agencies are permitted to

enter into obligations, requiring either immediate or future payment

of money, only when they have been granted authority to do so by

law. The amounts thus authorized by Congress are called new

obligational authority (NOA). Such authority is related to the

obligations expected to be incurred. Some new obligational authority

is granted for 1 fiscal year; some is for a longer period or is provided

without a time limit on its use. In some cases NOA is requested

and granted to finance a project fully (especially construction, re-

search, or procurement) at the time it starts, allowing the obligations

to be spread over 2 or more years.

New obligational authority usually takes the form of appropriations

which permit obligations to be incurred and expenditures to be made.

146
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Some is in the form of contra/it authorizations which permit obligations,

but require an appropriation "to liquidate" in order to permit ex-

penditures in payment of the obligations. Any part of NOA which

is not used for obligations during the period for which it is made
available by the Congress expires, and thus cannot be used at a later

time. However, reappropriations and reauthorizations are congres-

sional actions to continue availability of unused balances which

would otherwise expire. There are also authorizations to expend from
debt receipts; such NOA permits the use of borrowed money to incur

obligations and make expenditures. Authority to use Treasury

borrowing is an authorization to expend from public debt receipts;

authority to borrow directly from private enterprise, granted only to

certain Government corporations, is called an authorization to expend

from corporate debt receipts.

Most new obligational authority of administrative budget funds

is granted year by year (current authorizations). Some new obliga-

tional authority in the administrative budget and most NOA in the

trust funds permit additional sums to become available from time to

time without further action by the Congress (permanent authori-

zations) .

The amount of new obligational authority is usually named specifi-

cally in the act of Congress which makes it available (definite author-

izations), but in a few cases the amount is left indefinite to be de-

termined by subsequent circumstances (indefinite authorizations) ; an

example is the appropriation for interest on the public debt.

Obligations incurred.—Following the enactment of new obligational

authority, obligations are incurred by Government agencies. Such

obligations include the currently accruing liabilities for salaries and

wages, certain contractual services, and interest; entering into con-

tracts for equipment, construction, and land; approval of agreements

to make loans; and other commitments requiring the payment of

money.
EXPENDITURES AND BALANCES

Expenditures.—Obligations are liquidated by the issuance of checks,

disbursement of cash, the maturing of interest coupons in the case of

some bonds, and, in a few special cases, by issuance of bonds or notes

(or increases in the redemption value of bonds outstanding) in lieu of

checks. Retirement of debt and purchase of the Government's own
securities are not counted as expenditures (or as obligations incurred)

.

Expenditures during any fiscal year may be payments of obligations

incurred in prior years or in the same year. The expenditures there-

fore flow in part from balances of prior year NOA and in part from

NOA provided for the year in which the money is spent.

For three types of funds—public enterprise, intragovermnental, and

trust revolving funds—expenditures are stated net of receipts. If
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5

receipts exceed expenditures the difference shows as a minus entry in

the expenditure tables. Moneys received from the issuance of debt

instruments or the sale of the Government's own securities are not

counted as receipts or netted against expenditures.

Expenditures of the individual accounts and funds include various

payments to other accounts and funds. For example, a number of

public enterprise funds pay, to the general fund, interest on the capital

they have received from the Government. Interfund transactions of

this type within the administrative budget are deducted at the end of

the expenditure tables (and identical deductions are made at the end
of the receipt tables). Similar interfund deductions are made in the

trust fund tables for those payments made by one trust fund to

another.

Balances.—Not all of the obligational authority enacted for a fiscal

year is paid out in the same year. In the case of salaries and wages,

only 2 to 3 weeks elapse between the time of obligation and the time

of expenditure. On the other hand, in the case of major procure-

ment and construction, several years may elapse. Amounts which

have been obligated are always carried forward to cover the subsequent

expenditure in payment of such obligations.

Most appropriations for current operations are made available for

obligation only within the year (1-year appropriations). Some are

for a specified longer period (multiple-year appropriations). Some,

including most of those for construction, some for research, and nearly

all trust fund appropriations are made available by Congress until

expended (no-year appropriations), and remain available for obligation

until objectives have been completed.

Therefore, a change in the amount of new obligational authority

for a given year does not necessarily change either the obligations

incm-red or the budget expenditures in that same year by an equal

amount. A change in new obligational authority in any one year

may spread its effect over obligations for 2 or more years and over

expenditm-es for even a longer period.

ESTIMATES FOR 1964 AND 1965

Data jor 196Jj.—Congress has already acted on appropriations and
other new obligational authority for fiscal year 1964, but additional

supplemental amounts are estimated to be required in certain cases.

Where the word "enacted" is used in the budget in reference to 1964,

as in tables 4 and 5, the amounts are those already voted by Congress

(including the amounts likely to be available in the case of appro-

priations made in an indefinite amount) or the expenditures there-

under, unless otherwise indicated. Where the word "estimate" is

used, the amounts include both those which are enacted and needed

supplemental, including some pending before the Congress. Certain
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standard footnotes are used in the following table to distinguish the

status of pending or proposed items for 1964 in this part of the budget.

Data for 1965.—This budget is complete as to the estimates tor

1965 as now foreseen. The budget appendix generally includes the

proposed appropriation language for the various items which are

identified in the budget. However, in some instances—mainly cases

of proposed new legislation—estimates are included in the budget,

but formal transmittal of the proposed text of the appropriation

language (or other proposal) will be made later. In certain tables,

these items for later transmittal and expenditures therefrom are

identified in separate columns, or by special footnotes, as in the follow-

ing table. In tables where there is no such specific identification, the

estimate for 1965 is comprehensive, whether or not the necessary

appropriation language is formally transmitted at this time.

Changes from 1964 to 1965.—The table which follows gives data for

1963, 1964, and 1965, with figures on increases or decreases of 1985

compared with 1964. These changes include certain mandatory cost

changes as well as proposals of the President with respect to programs.

The 1965 estimates provide the full year's cost of the pay increases

effective in January 1964, under the Federal Salary Reform Act of

1962, for which only a half-year's cost was provided in fiscal year 1964.

Special allowances.—It is certain that additional needs, not now
known, will arise during the remainder of 1964 and 1965, and supple-

mental proposals will be transmitted to Congress when required to

finance them. Congress will also enact legislation which is not speci-

fically provided for in the budget, either because it is not proposed by

the President, or because its cost in either of the 2 years is relatively

small. Furthermore, some legislative proposals may involve all (as

for civilian comparability pay adjustments), or a number of agencies

(as for the poverty program for 1965). In such cases it is not feasible

to show individual items under the agencies concerned. Lump-sum
allowances are included in the summary tables of the budget to cover

such items.

Annexed budgets.—The expenditures and reveaues of seven self-

supporting Government agencies or programs have heretofore been

omitted from the budget documents, except that partial figures on

three of them have been included in the trust fund and consolidated

cash totals (but with no supporting data in the appendix) . Without

making any changes in the totals, a memorandum section now covers

these activities at the end of part 5, and some details on them appear

in the appendix. Like the budgets for the legislative branch and the

judiciary, the annexed budgets have not been reviewed by the Presi-

dent but are included in the amounts submitted by the agencies

(except for two cases, which are noted, where Bureau of the Budget

estimates are used because no agency estimates were submitted).
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Special Analysis A

THREE MEASURES OF FEDERAL FINANCIAL TRANSACTIONS

Data on Government financial transactions are used for many
purposes. No single set of accounts can serve all purposes equally
well. As a result, various budget concepts and forms have been de-
veloped to meet different needs. The three measures of Federal
receipts and expenditures most commonly used are: (1) the adminis-
trative budget, (2) the consolidated cash statement of Federal transac-
tions, and (3) the Federal sector of the national income accounts.
A reconciliation of these three measures is presented in table A-1.

Administrative Budget

The administrative budget covers receipts and expenditures of

funds owned by the Federal Government—the general fund, special
funds, public enterprise funds, and intragovernmental revolving and
management funds. Although budget documents placed before the
Congress have regularly included both federally owned funds and
funds held in trust by the Government, only the former have been
traditionally used to calculate budget totals.

For many years, the administrative budget served as the principal
financial plan for conducting the affairs of Government. It repre-
sented a focal point for management and decisionmaking with respect
to Government activities. As long as almost all Federal financial

transactions were carried out with federally owned funds, the ad-
ministrative budget provided adequate coverage.

In recent years, however, trust fund operations have grown rapidly.

Several major parts of the Government's program are now carried
out through trust funds, particularly those for labor, welfare, and
highway activities. This means that the flow of financial transactions
between the Federal Government and the public is considerably
larger than is indicated by the administrative budget.

Consolidated Cash Statement

The consolidated cash statement of Federal receipts and payments
is designed to show the total flow of financial transactions (excluding
borrowing) between the Federal Government and the pubhc. It is

inore comprehensive and complete than the administrative budget
in that it includes the receipts and expenditures of trust funds as

well as funds wholly owned by the Federal Government. Since the
consolidated cash statement measures the Government's flow of
cash to and from the public, intragovernmental transactions (trans-
actions between budget and trust fund accounts) are excluded and
payments are put on a checks-paid basis. The consolidated cash
statement is useful for determining Government financing and net
borrowing requirements and for analyzing the financial impact of the
Government's overall activities.

328
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Table A-I. RELATION OF FEDERAL RECEIPTS AND EXPENDITURES IN
THE ADMINISTRATIVE BUDGET, CONSOLIDATED CASH STATEMENT,
AND NATIONAL INCOME ACCOUNTS, 1963-65

|In billions of dollars)

1963
actual

1964
estimate

1965
estimate

RECEIPTS

Administrative budget receipts

Plus: Trust fund receipts

Less : I ntragovernmental transactions

Receipts from exercise of monetary authority

Equals : Federal receipts from the public

Adjustments for agency coverage:

Less : District of Columbia revenues

Adjustments for netting and consolidation:

Plus: Contributions to Federal employees' retirement

funds, etc

Less: Interest, dividends, and other earnings

Adjustments for timing:

Plus: Excess of corporate tax accruals over collections,

personal taxes, social insurance contributions,

etc -.

Adjustments for capital transactions:

Less: Realization upon loans and investments, sale of

Government property, etc

Equals : Receipts—national-income accounts

EXPENDITURES

Administrative budget expenditures

Plus: Trust fund expenditures (including Government-
sponsored enterprise expenditures, net)

Less: Intragovernmental transactions

Debt issuance in lieu of checks and other adjust-

ments
Equals: Federal payments to the public

Adjustments for agency coverage:

Less: District of Columbia expenditures

Adjustments for netting and consolidation:

Plus: Contributions to Federal employees' retirement

funds, etc

Less: Interest received and proceeds of Government sales.

Adjustments for timing:

Plus: Excess of interest accruals over interest payments..

Elxcess of deliveries over expenditures and other

items

Less: Commodity Credit Corporation foreign currency

exchanges

Adjustments for capital transactions:

Less: Loans—Federal National Mortgage Association

secondary market mortgage purchases, redemp-

tion of International Monetary Fund notes, etc_

Trust funds (including Government-sponsored en-

terprise expenditures, net) and deposit fund items

Purchase of land and existing assets and other

items

Equals : Expenditures—national-income accounts

86.4

27.7

4.3
*

109.7

.3

1.9

1.1

1.5

109.3

92.6

26.5

4.3

1.1

113.8

.7

1.9

.1

112.6

88.4

30.2

4.1

.1

114.4

1.9

1.2

1.1

113.6

98.4

29.3

4.1

.9

122.7

-.4

.3

1.1

3.4

.1

119.1

*Les« than $50 million.
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Federal Sector of the National Income Accounts

The Federal sector of the national income and product accounts is

designed to provide a measure of the direct impact of Federal fiscal

activity on the Nation's current flow of income and output.
Like the consolidated cash statement, the Federal sector account is

more comprehensive than the administrative budget in that it in-

cludes most trust fund transactions. However, in contrast both to
the consolidated cash statement and the administrative budget, only
those receipts and expenditirres which directly affect the current flow
of income and output are recorded. Therefore, the Federal sector of

the income and product accounts excludes transactions involving
purely financial claims and exchanges of secondhand or existing
assets; such transactions represent neither the production of current
output nor incomes earned in production, even though they have in-

direct effects on the level or composition of economic activity.

Further, both the administrative budget and consolidated cash
statement count business tax receipts, like other receipts, as they
are collected. In contrast, the Federal sector account records some
business tax receipts, particularly corporate income taxes, as they
accrue, on the grounds that the main economic impact of these taxes
is more closely associated with the accrual of liabilities than with
actual cash collections. Also, the Federal sector records most pur-
chases of goods and services when delivery is made, while the admin-
istrative budget and consolidated cash statement count expenditures
at the time of payment.

Relationship of Consolidated Cash Statement to the
Administrative Budget

Certain adjustments are needed to derive the consolidated cash
statement from administrative budget totals, as summarized in
table A-1

.

1. Trust funds.—In addition to administrative budget receipts and
expenditures, the consolidated cash statement covers the financial
transactions of Federal trust funds (including Government-sponsored
enterprises). Accordingly, excise taxes that support the highway trust
fund, employment taxes, deposits by States for unemployment insur-
ance, veterans life insurance premiums, and other trust fund receipts
are included along with the corresponding trust fund disbursements.

2. Intragovernmental transactions.—Administrative budget receipts
include amounts paid into the Treasury by trust funds. (These
amounts are also reported as trust fund expenditures.) Similarly,
there are trust fund receipts, such as interest on trust fund holdings
of U.S. securities, which are also reported as administrative budget
expenditures. In consolidating the transactions of budget and trust
funds, these intragovernmental transactions are eliminated from the
combined receipts and expenditures since no exchange of cash with
the public is involved in these operations.
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Table A-2. INTRAGOVERNMENTAL TRANSACTIONS EXCLUDED FROM
THE CONSOLIDATED CASH STATEMENT

(In millions of dollars]

Description
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Table A-3. DEBT ISSUANCE IN LIEU OF CHECKS, NET (in millions of dollars)

Description
1963
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The output side of the national income accounts depicts the total

market value of the currently produced output of goods and services,

classified by type of expenditures: consumer expenditures; gross
private domestic investment in new construction, equipment, and
inventories; Federal, State, and local government purchases of goods
and services; and net exports. The total, obtained by summing these
items, is called the gross national product (GNP).
The total value of the gross national product is balanced by an equal

amount of gross income earned in producing the output.^ The income
side of the accounts portrays this total, classified by type of income; for

example, wages and salaries, proprietors' income, corporate profits,

rent, and net interest and certain other costs of production, such as

depreciation and indirect business taxes. The income accounts also

provide additional data showing various transfers of income from one
sector to another, such as business gifts to nonprofit institutions and
social security benefits from the Government.

It should be pointed out that national income data, although based
on accounting statements of economic units, are statistical aggregates
rather than accounting totals in the ordinary sense.

Federal receipts.—Federal receipts on a national income basis are

classified into the following four categories: (1) personal tax and nontax
receipts, (2) corporate profits tax accruals, (3) indirect business tax
and nontax accruals, and (4) receipts from contributions for social

insurance. Personal tax and nontax receipts consist mostly of indi-

vidual income taxes, estate and gift taxes, fines, penalties, and charges
for Government services. Corporate profits tax accruals represent
the Federal tax liability incurred and accrued by resident corporations
on their corporate earnings during the specified year or period.

Federal corporation income tax collections do not necessarily concide
with—and usually lag—accruals. Indirect business tax and nontax
accruals consist primarily of excise taxes, customs duties. Federal
receipts from rent and royalties, and other charges to business.

Receipts from contributions for social insurance are composed chiefly

of employment taxes, contributions to the retirement funds for

Government employees, and deposits by the States to the unemploy-
ment trust fund.

Federal expenditures.—Federal expenditures on a national income
basis are classified in the following categories: (1) Purchases of goods
and services, (2) transfer payments, (3) grants-in-aid to State and
local governments, (4) net interest paid, and (5) subsidies less current
surplus of Government enterprises. The definitions of the categories

have been developed by the Department of Commerce consistent

with the framework of accounts covering the Nation's total economic
activity.

1. Purchase of goods and services.—These purchases represent the
value of the Nation's currently produced output bought directly by
the Federal Government. They are reported in the national income
accounts net of Government sales.

Purchases include the pay of active military and civilian employees
of the Federal Government, employer contributions to retirement,
insurance and other benefits for Federal employees, outlays on new

2 "Gross income" includes capital consumption allowances and certain charges against production.
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equipment and supplies for defense and other programs, new construc-
tion, research and development contracts with corporations organized
for profit, expenditures for the purchase of commodities (even if the
commodities are then donated or transferred, domestically or abroad),
and generally, the administrative expenses of Government programs.

2. Transfer payments.—Transfer payments consist of expenditures
by the Federal Government for which no current output or services
have been rendered; in other words, they are payments to certain
recipients for which no contribution to national production is made
during the time period under consideration. There are two important
criteria which must be met by an expenditure classified as a transfer
payment: (a) the recipient must be an individual, an institution not
organized for profitmaking purposes (a "not-for-profit" institution)

or a nonresident (for example, a foreign government), and (b) the
expenditure must also be in monetary form and not in commodities.

Examples of transfer payments are: veterans compensation, pen-
sions, and benefits; retired pay to Federal civilian or military per-
sonnel ; unemployment benefits ; and old-age, survivors, and disability

insurance; cash gifts and contributions to nonresidents; nonrepayable
outlays for scholarships and fellowships; and research and develop-
ment expenditures for contracts let to private individuals. Although
such transfer payments do not directly enter GNP calculations, they
do enter into the income stream and have an impact on national out-
put; they are reflected in the GNP in another sector of the accounts
when respent by the recipients.

For national income purposes, net interest paid to nonresidents is

considered a transfer payment. All other transactions involving in-

terest expenditures and receipts (that is, to and from residents) are
reported in the net interest paid category.

3. Grants-in-aid to State and local governments.—Grants, for pur-
poses of the national income accounts, are Federal payments to State
and local governments (other than for interest on the public debt),
including State and local educational institutions. Included in grants
are almost all of the grants-in-aid and the shared revenues in Special
Analysis I of the budget, except (a) outlays to nonprofit and privately
owned hospitals, (b) outlays-in-kind such as commodities distributed
to State and local governments, and (c) payments to Puerto Rico, the
Virgin Islands, and other possessions. In addition, the national in-

come accounts record as grants research and development outlays for

contracts to public educational institutions. Like transfer payments
and net interest paid, Federal grants-in-aid are counted in the GNP
when respent by recipients—in this case, as purchases by State and
local governments.

4. Net interest paid.—Net interest paid consists of the interest
outlays to residents minus the interest received from this source.

5. Subsidies less current surjdus of Government enterprises.—This
category consists of two elements which are consolidated for analytical
and statistical reasons: (a) subsidy payments to (resident) businesses,
and (b) the "current surplus" (or deficit as the case may be) of Govern-
ment enterprises.

(a) In principle a Government expenditure becomes a subsidy when
it enables a producer to sell goods and services below the cost-price
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relationship determined by market forces or when it is a payment
made to curtail production. By definition, therefore, subsidies are

made only to businesses organized for profitmaking purposes (in-

cluding farms). Examples of subsidies are Government payments
to farmers for land retirement, certain outlays for the export of surplus

agricultural commodities by business, payments to air carriers, and
the operating differential subsidy of the Maritime Administration.

(b) Government enterprise is the term applied to those functions

of the Government (usually appearing in the budget as public enter-

prise revolving funds) whose operating costs are to a great extent

covered by the sale of goods and services to the public, as opposed
to being financed by tax receipts. In short, Government enterprises

conduct operations which are of a commercial nature. Because of

this, part of their operations are reported in the business sector of

the national income accounts and part in the Federal sector. The
Federal sector covers the diff'erence between sales and operating

costs, interest expenses, and capital formation.

Relationship to the consolidated cash statement.—There are

a number of important differences between the Federal sector account
and the consolidated cash statement. These are set forth in table A-1.

1. Coverage.—With respect to coverage, the Federal Government
part of the income and product accounts exchides the revenues and
expenditures of the District of Columbia, which are classified by the

Department of Commerce in the State and local government sector.

2. Netting and consolidation.—The Federal sector account records
both interest paid by the Government and Government purchases on
a net basis. Accordingly, interest received by the Government is

excluded from receipts and subtracted from Federal interest pay-
ments. Similarly, receipts from sales of Government products are

subtracted from Government purchases. Neither adjustment influ-

ences the surplus or deficit, for in effect, both receipts and expenditures
are decreased by the same amount.

Adjustments for consolidation are needed to reflect in the income
and product account a few transactions such as employer and em-
ployee contributions to Federal employees' retirement funds. Al-

though these contributions are considered to be part of the total

compensation of Government employees in the national income
accounts, they are excluded from the consolidated cash statement as

an intragovernmental transaction. Again, the deficit or surplus is

unaffected by the adjustment, since total receipts and expenditures
are both increased by the same amount.

3. Timing.—Business taxes are recorded in the national income
accounts as they are accrued by the private sector, rather than when
they are collected by the Government. The principal timing adjust-

ments for expenditures are: (a) The Federal sector account records
Federal purchases in terms of the delivery of goods and services to the
Government, whereas cash payments for these deliveries may precede
or follow; (b) the account also records as purchases guarantees of

nonrecourse loans by the Commodity Credit Corporation at the time
the guarantees are made, rather than when the collateral is sur-

rendered; (c) interest on savings bonds and Treasury bills is treated

as an expenditure in' the Federal sector account when the interest is
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accrued, rather than when it is actually paid out in cash; and (d) cer-

tain foreign currency activities of the Commodity Credit Corporation
also require an adjustment—the Corporation facihtates exports of

surplus agricultural commodities by paying dollars to exporters, in

exchange for foreign currencies received for the exports. Expendi-
tures in the Federal sector account are recorded only at the time these
foreign currencies are subsequently used for Government programs.
The consolidated cash statement, on the other hand, includes the
dollar payments to exporters but excludes both the receipt and the
subsequent expenditure of a large part of these foreign currencies.

4. Capital transactions.-—Many capital or financial transactions
which are included in the consolidated cash statement are excluded
from the Federal sector account. These items consist primarily of

loans, mortgages, and other financial claims. Also excluded are pur-
chases and sales of existing assets, such as land and secondhand
property.

Uses and Limitations

Each of the three measures—the administrative budget, consoli-

dated cash statement, and the Federal sector of the income and
product accounts—is useful for specific kinds of analysis, and the

selection of which to use should be determined by the problem at hand.
The administrative budget provides a useful measure of the

Government's operations which are financed by the Government's
own funds.

The Federal sector account is especially suited for an analysis of

fiscal policy. It was specifically designed to complement the data on
private expenditures and incomes contained in the national income
accounts.
The national income accounts, however, exclude a substantial

volume of financial transactions through which the Federal Govern-
ment significantly affects the capital and credit markets. Moreover,
in financial markets, the flow of cash payments to the Government
may be more significant than the accrual of tax liabilities. As a re-

sult, for purposes of analysis of the Federal impact on money and
credit, the consolidated cash statement is generally more useful than
the national income accounts.

For certain types of problems, no overall measure of receipts and
expenditures will serve adequately. Since the various receipt and
expenditure transactions have different economic effects, a given

aggregate will have an economic impact which depends importantly
on the composition of the total.

Tn addition, many Government transactions besides receipts and
expenditures affect the economy. For example, a rapid expansion in

new appropriations and in Government orders could stimulate a rise

in business activity well before either the delivery of goods, the per-

formance of services, or the payment for them. The management of

public debt is a further factor which has a significant impact in the

money and credit markets of the economy. Consequently, in eval-

uating the economic impact of Federal Government activities, there

is no substitute for complete and detailed analysis of the Government
program in all its aspects.



Special Analysis B

PUBLIC ENTERPRISES, TRUST FUNDS, AND GROSS EXPENDITURES OF
THE GOVERNMENT

This analysis presents selected information on the public enterprise

funds and the trust funds with special reference to financing. It also

covers certain receipts and reimbursements from outside the Treasury
to general fund appropriations and other accounts which are netted

in the administrative budget expenditures, and it indicates the magni-
tude of total expenditures if such netting did not occur. Additional
tables in this special analysis relating to borrowing and investments
in U.S. securities are an integral part of the computation of the

changes in public debt in table 1 1 of part 2 of the budget.

PUBLIC ENTERPRISE FUNDS

The public enterprise funds are federally owned funds which carry

on a cycle of operations, primarily with the public, organized usually

on a business-type basis. Some of them are incorporated enterprises;

others are unincorporated. Their expenditures have been included,

on a net basis, in the administrative budget for many years. The
general fund usually supplies them with capital ; the provision of such
capital, its return, and any dividends given to the general fund are

not counted in the budget totals as expenditures or receipts.

Expenditures and receipts.—Expenditures of public enterprise funds

are estimated to be $21.5 billion in 1965, and their receipts will be
$19.9 billion (table B-1), resulting in net expenditures of $1.6 billion

which are included in the administrative budget totals. The Com-
modity Credit Corporation and the postal fund together account for

somewhat more than half of the transactions. The figures for both
1964 and 1965 take account of the legislative proposal to put the

Rural Electrification Administration loan program on a public enter-

prise fund basis.

The expenditures in table B-1 include certain interfund payments
to the general fund, principally for interest (see note at end of table

14). The receipts shown in table B-1 are generally from the public;

but they include some transactions from within the Government

—

notably, the sales of Commodity Credit -Corporation inventories

and services to appropriations for special activities, accounting
for $2 billion of the Commodity Credit Corporation receipts shown for

1965. The sales of Tennessee Valley Authority power to Government
agencies, payments by all agencies to the Post Office for postal services,

and interest paid to certain funds on their investments are other
examples of such intragovernmental receipts included in table B-1.

337
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Table B-1. GROSS EXPENDITURES AND APPLICABLE RECEIPTS OF
PUBLIC ENTERPRISE FUNDS (in millions of dollars)

Description

Funds appropriated to the President:

Foreign assistance—Economic
Other .

Department of Agriculture:

Commodity Credit Corporation

Rural Electrification Administration

(proposed legislation)

Other

Department of Commerce
Department of Defense:

Military

Civil (Panama Canal Company)
Department of Health, Education, and

Welfare .

Department of the Interior

Department of Labor
Post Office Department
Treasury Department
General Services Administration

Housing and Home Finance Agency:

College housing loans

Urban renewal fund

Federal National Mortgage Association,

.

Federal Housing Administration

Public Housing Administration

Other

Veterans Administration

Other independent offices:

Export-Import Bank of Washington
Federal Savings and Loan Insurance

Corporation

Small Business Administration

Tennessee Valley Authority

Other

Total.

Receipts from the public

Receipts from other accounts.

Gross expenditures

1963
actual

895

34

10.418

624

46

16

112

4

148

176

.640

1

339

336

868

611

567

69

618

548

340

348

37

21.802

1964
estimate

963

168

9.574

377

676

96

15

117

170

259

4.899
1

342

402

598

755

594

98

581

708

60

363

367

35

22.227

1965
estimate

1.099

7

7.995

383

862

124

4

115

138

262

5,058

340

527

1.014

779

628

131

487

739

386

388

39

21.512

Applicable receipts

1963 1964
actual estimate

22

91

17.371

540

13

12

104

5

49

262

3.870
4

56

162

,308

476

388

17

748

939

271

203

295

33

17.237

(14.209)

(3.028)

27

42

12 7.298

169

577

20

11

112

7

52

268

4.353

2

119

151

.176

698

446

31

656

.358

310

230

310

36

18,460

(15,737)

(2.723)

1965
estimate

36

45

17,008

178

807

24

3

116

60

265

4.583

132

198

1.602

952

405

48

846

1.595

348

252

321

38

19.869

(16,468)

(3.401)

*Less than one-half million dollars.
• Includes advances from foreign assistance programs of $2,091 million in 1963, $1,879 million in

1964, and $2,377 million in 1965.
' Excludes adjustment of $2 million for "Cropland conversion program."

Treasury financing.—Capital requirements of the public enterprise

funds are usually supplied through new obligational authority (either

appropriations or some other form of NOA) from the general fund.

While most public enterprise funds are operated to be self-sustaining

over a period of years, the largest—the Commodity Credit Corpora-
tion—has incurred substantial losses in most years. Appropriations

have been made regularly to make up for the loss in this fund, the

postal deficit, and other losses in a few smaller funds. Contract

authorizations have also been provided for the Commodity Credit

Corporation and for the Urban Renewal Fund of the Housing and
Home Finance Agency.
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Table B-2 reflects all such new obligational authority, except for

the authority to borrow directly from the public. The latter counts
as new obligational authority, but is reflected in table B-10 instead of
here.

Writeoffs shown here are primarily the return of capital or transfer
of dividends to the general fund of the Treasury; they include a few
cases of transfers to other accounts or lapses of obligational authority.

Table B-2. NEW OBLIGATIONAL AUTHORITY AND WRITEOFFS OF
PUBLIC ENTERPRISE FUNDS (in millions of dollars)

Description
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Table B-3. BALANCES OF PUBLIC ENTERPRISE FUNDS (in millions of dollars)

Description

Cash balances in Treasury
and U.S. securities as of

June 30

1963
ictual

1964
estimate

1965
estimate

Undrawn authorizations
as of June 30

1963
actual

1964
estimate

1965
estimate

Funds appropriated to the President:

Foreign assistance—Economic
Other

Department of Agriculture:

Commodity Credit Corporation

Rural Electrification Administration

(proposed legislation)

Other :

Department of Commerce
Department of Defense—Military

Department of Defense—Civil (Panama
Canal Company)

Department of Health, Education, and
Welfare

Department of the Interior

Department of Labor

Post Office Department
Treasury Department
General Services Administration

Housing and Home Finance Agency:

College housing loans

Urban renewal fund

Federal National Mortgage Association,.

Federal Housing Administration

Public Housing Administration

Other :-.----.

Veterans Administration

Other independent offices:

Export-Import Bank of Washington
Small Business Administration

Tennessee Valley Authority

Loans to Federal Deposit Insurance

Corporation

Loans to Federal home loan banks
Federal Savings and Loan Insurance

Corporation

Other

2.728

19

36

2,812

2

28

3.118

34

22

199

177

1 2.298

199

69

12,504

284

106

21

1

60

294

420
*

1

69

420

97

842

64

166

609

5

393

24

193

159

17

3

52

302

519

66

273

38

928

103

234

677

349

39

249

229

16

2

57

304

595

73

208

30

1,057

111

271

1.036

I

215

45

1

300

199

74

12,727

1,008

300 300

10 10

16

250 250 250

743
2 3,656

4,310

823

24,951

4,772

908
2 4.686

5,183

1,475

1,037

281

4.524

1.500

1,002

249

5.127

1,500

967

99

5.933

868

116

1.118

120

.467

122

(')

3.000

1.000

750

24

3.000

1.000

750

23

(')

3.000

1.000

750

21

Total _ 7.653 8.036 9.268 24.050 26,536 28,616

'Less than one-half million dollars.
1 Includes unfunded balance of contract authority of $1,402 million in 1963, $1,087 million in

1964. and $487 million in 1965.
2 Includes unfunded balance of contract authority of $3,016 million in 1963, $4,311 million in

1964, and $3,045 million in 1965.
3 Excludes undrawn corporate debt authority of $555 million in 1963, $480 million in 1964, and

$405 million in 1965.

In most cases, a large part of the balances are obligated or re-

served—to pay loan commitments, purchase and construction con-

tracts, or other obligations entered into but on which the other party
has not yet required or earned the money. The balances include

inactive "standby" authority for loans to the Federal Deposit Insur-

ance Corporation, the home loan banks, and the Federal Savings
and Loan Insurance Corporation. Also included is an unused balance
for the never-activated Federal Flood Indemnity Administration
(HHFA).
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TRUST FUNDS

The trust funds are administered in a fiduciary capacity by the
Government. They are not included in the administrative budget
totals, and transactions between the general fund and the trust funds
are conducted "at arm's length"—tliat is, payments between them are

reported as expenditures and receipts of the funds involved.

Expenditures and receipts.—Trust fund expenditures are estimated
to be $29.4 billion in 1965, with receipts of $30.9 billion, as shown in

table B-4. The transactions of the Federal old-age and survivors

insurance fund are sUghtly more than half of the totals.

Table B-4. EXPENDITURES AND RECEIPTS OF TRUST FUNDS
(In millions of dollars)
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Treasury financing.—^The principal financing provided by the

general fund to the trust funds is interest paid on public debt invest-

ments of the trust funds. The Government also contributes, as

employer, to the employee retirement funds.

Balances available.—Trust fund balances with the Treasury and
U.S. securities are shown in table B-6. These balances are reserved to

carry out the purposes of the trust.

Table B-6. TRUST FUND BALANCES (in millions of dollars)

Description

Federal old-age and survivors insurance trust fund

Federal disability insurance trust fund

Unemployment trust fund

Railroad retirement account

Federal employees' funds

Highway trust fund

Veterans life insurance funds

Federal National Mortgage Association trust fund

All other trust funds

Deposit funds

Total

As of June 30

1962
actual

19.641

2.508

5.832

3,789

12.524

471

6.843

104

842

1.913

54,467

1963
actual

18,967

2.394

6,277

3,805

13.641

747

6.726
237

1.136

1.767

55.698

1964
estimate

19,454

2,247

6,912

3,878

14,752

680

6,811

25

1.188

1.883

57,830

1965
estimate

19,634

2,047

7,402

4.014

15.708

540

7.036

22

1.273

1.900

59.577

Note.— Excludes Government-sponsored enterprises.

The figures shown above differ somewhat from those on an authorization basis shown in table 10.

The reconciliation is as follows:
As of June 30

1962 1963 1964 1965
Balances available on an authorization basis

(table 10) 64,136 66,341 69,774 71,827
Unappropriated receipts:

Available as needed on an indefinite basis 51 76 25 25

Available for appropriation by Congress:
District of Columbia -114 -114 -96 -89
U.S. Soldiers' Home 98 102 105 108
Highway trust fund 106 148 382 242

Unfinanced contract authorization -8,929 -9,167 -10,290 -10,453
Undrawn authorizations to borrow —882 —1,687 —2,071 —2,083

Balances available on a cash basis 54,467 55,698 57,830 59,577

GOVERNMENT-SPONSORED ENTERPRISES AND ANNEXED BUDGETS

This budget continues the practice adopted a year ago of including

with the trust fund expenditures certain transactions of five Govern-
ment-sponsored enterprises, stated on a net basis. The transactions

thus reported relate to investments in U.S. securities and debt issuance

for which the Treasury acts as fiscal agent; amounts equal to the net

debt issuance or net disinvestments of such enterprises are used as

an estimate of net expenditures.
The budget appendix includes for the first time this year detailed

budget statements with respect to seven self-supporting activities,

including three of the Government-sponsored enterprises just men-
tioned, and four other activities. (In the case of one of the latter,

the Exchange stabilization fund, estimates for the years 1964 and
1965 are incomplete.)

Table B-7 summarizes the expenditures and receipts of the annexed
budgets.
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Table B-7. EXPENDITURES AND APPLICABLE RECEIPTS OF ACTIVITIES
COVERED BY ANNEXED BUDGETS (in millions of dollars)
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GROSS EXPENDITURES OF THE GOVERNMENT

Table B-9 gives gross expenditures, on a checks-issued basis for
all Government-administered funds, except deposit funds; the latter

are excluded since they are for the most part suspense accounts.

Table B-9. GROSS EXPENDITURES OF GOVERNMENT-ADMINISTERED
FUNDS (in millions of dollars)

Function 1963
actual

1964
estimate

1965
estimate

National defense

International affairs and finance

Space research and technology

Agriculture and agricultural resources-

Natural resources

Commerce and transportation

Housing and community development-
Health, labor, and welfare

Education

Veterans benefits and services

Interest

General government
Undistributed—special allowances

Total-

54.902

3,564

2.552

18.268

2.716

9.432

3.105

25,355

1,276

6,715

8,308

2,010

57,209

3,888

4,401

18,064

2,912

10,935

3.333

26.908

1.429

6,601

8.892

2.268

250

138.205 147.090

56,000

4,070

4,992

16.590

3.035

11.027

4.040
28,328

1.781

6,364

9.199

2.264

1.094

148.785

The total is derived as follows:

Administrative budget expenditures (table 14)

Trust fund expenditures (table 14 and B-4)

:

Total of such transactions

Elimination of deposit funds included in total

Intragovernmental transactions (table A-2)

:

Total of such transactions

Employees' contributions included in total

Other adjustments included in total

Receipts from the public netted in conventional totals:

Receipts of public enterprise funds (table B-1

)

Receipts of trust revolving funds (table B-5)
Reimbursements to administrative budget funds (table B-8) . _

.

Substitution of annexed budgets:

Gross expenditures of annexed budgets (table B-7)
Elimination of net expenditures of Government-sponsored

enterprises (included in table B-4)

Total-

92.642

26.545
-146

-4.281
917

340

14.209

1.489

1,468

5.708

-685

138.205

98.405

29.315

116

-4.147
941

15,737

857

1,262

6,070

-1.467

147.090

97,900

29,372

17

-4,075
954

16,468

998

874

6,388

-111

148.785

BORROWING OTHER THAN FROM THE GENERAL FUND

The Tennessee Valley Authority has authority to borrow $750
million from the public. The Federal Housing Administration has
an indefinite authorization to issue short-term debentures in connec-
tion with its settlements. The Federal National Mortgage Associa-
tion trust revolving fund has authority to issue its own debt instru-
ments in an amount equal to 10 times the aggregate of its capital
and retained earnings. The District of Columbia Armory Board
was authorized to issue bonds for the financing of the stadium com-
pleted in 1961. A few funds in liquidation are retiring earlier debt is-
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suances. Government-sponsored enterprises also have their own
borrowing autliority. Some Government enterprise debt is guaran-
teed by tlie Treasury; some is not formally guaranteed. Borrowing
and repayments pursuant to these authorities are shown in table B-10.
A small portion of such borrowing is from other funds; the larger

part is from the public and in effect reduces the Treasury borrowing
from the public (see table 1 1 of part 2)

.

Table B-10. DEBT ISSUANCES BY GOVERNMENT ENTERPRISES (OTHER
THAN BORROWING FROM THE GENERAL FUND) (in millions of dollars)

Description
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The public debt bought by the various funds enters into the com-
putation of the debt as shown in table 11 of part 2.

Table B-11. INVESTMENTS IN U.S. SECURITIES BY GOVERNMENT-
ADMINISTERED FUNDS (in millions of dollars)



Special Analysis C

CIVILIAN EMPLOYMENT IN THE EXECUTIVE BRANCH

This analysis summarizes actual and estimated employment in the

executive branch for fiscal years 1963, 1964, and 1965.

EMPLOYMENT TOTALS

The 1965 budget projects a decrease of 1,200 in civilian employment
in the executive branch—it is the first budget to call for a reduction
in total civilian employment since the practice of making total em-
ployment estimates for the budget proposals began 9 years ago.

Regular employees will total 2,511,200 at the end of fiscal 1965, as.

compared with 2,512,400 at the same time in 1964.

Table C-1 SUMMARY OF CIVILIAN EMPLOYMENT IN THE EXECUTIVE
BRANCH
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support the agency's full authorized strength. Most of these em-
ployees are not office workers, but are to be found on postal routes,
in hospitals, shipyards and research laboratories, in national forests

and parks, as teachers in Indian schools, airway control experts,
highway construction engineers, border patrol inspectors, and in

many other places and jobs.

Most short-term fluctuations in total Federal employment reflect

changes in the number of "temporary," "part-time," and "inter-
mittent" employees in service. "Temporary" positions are predomi-
nantly of a seasonal character and usually vary in number by at least

30,000 between peak employment during the summer months and the
midwinter nadir. "Part-time" employees are found principally in

the Post Office and the Veterans Administration, and are used to meet
workloads that regularly require less than a full week's work. "Inter-

Table C-2. EMPLOYMENT BY TYPE OF POSITION OCCUPIED
(As of June 1963)

Description Full-time
permanent

Full-time
temporary

Part-
time

Inter-
mittent

Total

Executive Office of the President. .

Department of Agriculture

Department of Commerce
Department of Defense:

Military and military assistance '

CiviP
Department of Health, Education,

and Welfare

Department of the Interior

Department of Justice.

Department of Labor
Post Office Department
Department of State

Agency for International De-
velopment

Peace Corps

Treasury Department
Atomic Energy Commission
Federal Aviation Agency
General Services Administration.

.

Housing and Home Finance Agency
National Aeronautics and Space

Administration

Veterans Administration

Other:

Civil Service Commission
Selective Service System
Small Business Administration..

Tennessee Valley Authority

The Panama Canal

United States Information

Agency .

Miscellaneous independent
agencies and other

TotaP

1.324

78.898

28.466

998.585

30,019

77.155

54.696

31.421

9.193

449.666

23.880

16.491

872

82,576

6.977

45,213

31,656

13,927

27,904

150,871

3,985

5,130

3,328

11,382

13.990

11.485

22.429

2.231.519

184

16.762

2,250

14,648

2.322

2,299

9,514
323

78

377

221

183

3.382

55

176

616

51

1.905

3.120

25

59

6.298

315

29

545

14

3,182

442

1,626

15

500

503

37

51

72,540

205

19

16

541

15

121

273

40

10

5,428

20

1,276

216

341

276

90

138

13.646

1.180

2.258

292

1.108

4.845

300

323

64.877

57

51

39

80

73

803

105

142

115

13,445

55

510

21

320

3

449

1.660

112.488

32,338

1,017,117

32,648

81,062

69.558

32.081

9,567

587.161

24,519

16.782

1.110

86.579

7.120

46.313

32,650

14,160

29,934

172,864

4,085

6.916

3,387

17,917

14,966

11,793

23,513

65.737 87.797 105.235 2,490,288

' Consists of civilian employment for military functions and military assistance.
' Employment of the Panama Canal and the United States Soldiers Home is

"Other" below.
^Excludes 7,411 project employees for the public works acceleration program.

ncluded under
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mittent employees" include leave replacements for rural mail carriers,

consultants, members of advisory committees, and others who may
work for the Government for as little as 1 day a month, and in some
months not at all.

As the fiscal year ends on June 30, the end-of-year employment
figure includes most of the seasonal employees likely to be on board
at any one time of the year and is, therefore, higher than the average
number of employees for the year. Table C-2 shows the composition
of Federal employment by type of position and major agency at the

end of fiscal 1963.

EMPLOYMENT CHANGES IN PARTICULAR AGENCIES

The President has directed each agency to institute programs to

improve management and employee productivity, and to continuously
reassess its employment needs in the light of advances made through
these efforts. Many agencies have achieved outstanding results, of

which the following are a few recent examples:

• The Department of Defense, the Government's largest employer,
has identified economies which will allow a drop of 10,000 in em-
ployment in 1964, and a further reduction of 17,000 in 1965.

• The Post Office Department, despite an uncontrollable workload
and the necessity to extend service to rapidly growing suburban
areas, has held staff increases to 1.8% between 1963 and 1965, as

compared with an increase of 6.4% in mail volume.

• The Agency for International Development has made manage-
ment improvements in Washington and in its foreign posts which,
together with program adjustments, will result in a decrease in

overall employment of about 800 in 1965.

• The Department of Agriculture will employ about 1,400 fewer
people at the end of 1965 than at the same time in 1964, due princi-

pally to improvements in management and organization, as well

as elimination of lower priority projects.

Savings achieved through economies of management and operations
contribute to the Government's ability to meet new and growing
needs. Employment growth in such agencies as the Department of

Health, Education, and Welfare corresponds to the initiation of new
programs, usually requiring new legislation, to accomplish objectives

urgent to the national interest such as the eradication of poverty.
Increases in such agencies as the Treasury Department and the Gen-
eral Services Administration reflect the necessity of coping with
expanding workloads which require more people with even the most
efficient procedures. In 1965, savings accomplished through improved
management will more than offset both of these kinds of increases,

however.
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EMPLOYMENT COMPARED WITH OTHER FACTORS

Federal employment has grown more slowly than population or

other types of employment.
Between 1955 and 1965, the U.S. population will have risen at an

average annual rate of 1.7%. The average yearly growth of Federal
employment over the same period has been 0.6%. Though not
every agency's workload is directly affected by population increases,

most of them are, and have been further increased by changes in the
nature and composition of the population, (e.g., increases in the
numbers of very old and very young persons). Despite this, how-
ever. Federal employment has grown more slowly than the popu-
lation—in 1955, each Federal employee in the executive branch served
70 Americans; it is expected that in 1965 each employee will be
serving 77 Americans (see table C-3). There are now approximately
13 U.S. workers serving each 1,000 of the population, of which 5 are

employed by Defense, 3 by the Post Office, 1 by the Veterans Admin-
istration, and 4 by all the rest of the Government.

Federal employment has also grown less than non-Federal, nonagri-
cultural employment over the same period of time, as indicated in

table C-3. In 1955, there were 20 non-Federal, nonagricultural
employees for each Federal employee; but in 1965, there are ex-

pected to be 24.

Table C-3. EXECUTIVE BRANCH EMPLOYMENT, POPULATION,
AND OTHER EMPLOYMENT
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State and local government employment will have increased by
64% since 1955 while Federal civilian employment will rise less than

It is also important to note that personnel compensation is a rela-

tively small portion of the Federal budget. In the administrative
budget for 1965 these costs amount to only 12.5%, and they are only
slightly more than 10% of consolidated cash expenditures. The ade-

quacy of pay rates have significant monetary effects throughout the

budget, however, as they affect the quality of personnel charged with
maximizing efficiency and economy.



Special Analysis D
INVESTMENT, OPERATING, AND OTHER EXPENDITURES

This analysis is designed to contribute to a greater understanding of

Government activities by dividing Federal administrative budget and
trust fund expenditures into several categories: (1) additions to

Federal assets; (2) additions to State, local, and private assets; (3)

developmental expenditures; (4) current expenses for aids and special

services; (5) retirement and social insurance benefits (trust funds
only)

; (6) other services and current operating expenses ; and (7) un-
classified (trust fund expenditures which do not properly belong in any
of the other categories). In each category where applicable, national

defense expenditures are reported separately from those for all other
(civil) programs.

Basically, this analysis distinguishes between two types of expendi-
tures: Those yielding benefits primarily in the future and those pro-

viding benefits largely in the year in which they are made. The
former are essentially outlays of an investment nature while the latter

are principally current expenses for aids, special services, and social

insurance benefits. Expenditures yielding benefits over a period of

years are shown in the first three classes, while outlays providing
mainly current benefits are grouped in the remaining categories.

Expenditures from administrative budget funds are shown sepa-
rately from trust funds in tables D-1 and D-2. The sum of the budget
and trust fund totals is greater than the total of cash payments to

the public primarily because there are intragovernmental transactions.

1. Additions to Federal assets.—This category includes administra-
tive budget expenditures for direct loans, such as loans to finance

private housing construction and encourage home ownership, to help

small businesses, to finance college dormitory construction, to aid farm
ownership and operation, to finance rural electric and telephone
systems, and to promote economic development abroad. (Most of

these programs are included in the budget total on a net basis; that is,

gross disbursements less receipts.) It also includes financial invest-

ments in certain international organizations and mixed-ownership
enterprises, and expenditures for public works, for changes in major
commodity inventories, for majof equipment (including military

equipment), and for the acquisition and improveinent of real property
and other physical assets.

Trust fund expenditures in this category consist primarily of mort-
gage purchases (net of sales) by the Federal National Mortgage
Association in support of its secondary mortgage market operations,

and net loans by two Government-sponsored enterprises—banks for

cooperatives and the Federal intermediate credit banks.

2. Additions to State, local, and private assets.—Federal outlays

under this heading add to State, local, and private assets, Grant-

352
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Table D-l. SUMMARY OF INVESTMENT, OPERATING, AND OTHER
EXPENDITURES (in millions of dollars)

Description
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3. Developmental expenditures.—Federal expenditures of this type
include outlays principally for research and development, education
and health, and other programs which increase the Nation's fund of

knowledge and technical skills and improve the physical vigor of the

population. The total of Federal spending shown in this category
does not fully reflect the Government's contribution to the produc-
tivity of the economy, since it excludes additions to physical assets, as

well as certain other programs which further this end. The latter

are classified in accordance with their principal purpose; thus, veterans
educational benefits are listed as veterans aids rather than as develop-
mental outlays. Similarly, the training of military personnel or other
Government personnel is treated as an operating expense and not as

part of the Government's education and training programs.

4. Current expenses jor aids and special services.—Expenditures
classified under this heading provide aids or special services to certain

groups—mainly in the year in which the outlays are made. In addi-

tion to such items as realized losses of the Commodity Credit Corpora-
tion on its farm programs, maritime operating subsidies, veterans

pensions, and grants to foreign nations for economic and military

assistance, this category includes (a) administrative and other operat-

ing expenses attributable to investment -type programs which benefit

specific groups, and (b) the costs of maintaining the physical assets

related to those programs.
Only part of the Federal Government's aid to special groups is

reflected in this classification, which is limited by definition to current

expenses. For example, subsidies for the construction of private

merchant ships are classified as additions to private assets. Similarly,

outlays for which the Federal Government receives assets or collateral

(as the acquisition of farm commodities by the Commodity Credit

Corporation) are treated as additions to Federal assets. Many
indirect Government aids are excluded from this classification either

because they are not reflected in expenditures or cannot be readily

measured. Examples of such indirect benefits include low interest

rates on some loans and certain preferential tax treatments.

Although expenditures in this category essentially provide a direct

aid or special service yielding immediate benefits, some of the outlays

included contribute indirectly to the Nation's future development.
Among these are grants for slum clearance and urban renewal.

5. Retirement and social insurance benejits.—This category applies

only to trust funds. It covers benefit programs which (a) are fi-

nanced from special taxes or contributions and (b) provide insurance

against the loss of income due to unemployment, retirement, disability,

or death. It does not include Government employees' health and
life insurance expenditures, which are in the form of subscription and
premium payments to approved private companies. It also excludes

such noncontributory programs as public assistance grants, military

retired pay, and veterans disability and death compensation and
pensions which are financed through the administrative budget.

6. Other services and current operating expenses.—The outlays re-

ported under this heading support a wide range of activities. They
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consist mainly of current expenditures for: Pay and subsistence of

militar}^ personnel; repair, maintenance, and operation of physical

assets of the national military establishment and general purpose
public buildings; conduct of foreign affairs; tax collection; payment of

interest on the national debt; and operation and administration of

other direct Federal programs not elsewhere classified.

7. Unclassified.—Certain trust fund expenditures represent finan-

cial transfers to other trust or budget accounts and cannot be properly
classified into any of the categories described above. Advances and
repayments between the Railroad retirement account and the Unem-
ploA'ment trust fund (for railroad unemployment benefits) are

examples of such transactions. This grouping also includes the

expenditures of the District of Columbia which are for the most part

locall}^ financed, but are accounted for as a Federal trust fund.

Deposit fund transactions (net) are also included here.

Recoverability of expenditures.—In general. Government expendi-
tures for assets are not expected to be recovered by specific revenues.
However, most loans, investment in commodity inventories, the con-
struction of powerplants, and outlays for range and forest improve-
ments on public domain and national forest lands are offset in whole
or in part by receipts to the Treasury through repayments and sales,

specific charges, or recoveries. Where such activities are carried on
through revolving funds, as in most loan programs, receipts are

credited directly against the expenditures and only the difference is

included in the expenditure total in the budget and in this analysis.

In other cases, the returns are included as miscellaneous receipts to the

Treasury rather than as offsets to expenditures.

Whether recovered by specific revenues or not, investment and
developmental expenditures in both physical and human capital add
to the wealth and income of the Nation and, by helping to expand the

tax base, augment the Government's potential future revenues.

However, this analj'sis does not attempt to measure the degree of

recoverability of these outlays, the potential gain in public revenues
which will be forthcoming from them, nor the duration of future

benefits and their discounted present value.

Comparison with capital abcounting, budgeting, and funding.—The
purpose of this analysis is to provide a broad framework for under-
standing Federal expenditures, recognizing not only outlays to increase

physical capital and financial assets, but also developmental expendi-
tures which represent an investment in human capital. It does not
distinguish precisely between capital and current items, although it

does provide useful general magnitudes. Moreover, it does not make
an}^ allowance for depreciation and obsolescence on existing physical

assets, anticipated losses on loan programs, or profit or loss on sales of

assets at figures different from their book value. Agencies record such
allowances only for transactions where the data will serve program
and management needs, as in the case of the public enterprise funds.

As a result, it is not possible to determine directly from this analysis

the net addition to the value of federally owned assets.
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This analysis is not a capital budget in the sense of a long-range
program for the acquisition of assets, or a plan for separate financing

of capital expenditures. Some foreign governments and some State
and local governments fund a portion of their capital expenditures by
separate borrowing and exclude most or all such expenditures from
their computation of budget totals, except for annual charges to

amortize these capital outlays over a number of years. The U.S.
budget, on the other hand, treats outlays for investment items and
for other purposes alike in computing the budget surplus or deficit.

Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)

Description 1963
actual

1964
estimate

1965
estimate

AdministratiTe Budget Funds

ADDITIONS TO FEDERAL ASSETS
Loans:

Civil:

To domestic private borrowers:

Department of Agriculture:

Commodity Credit Corporation: Price support and
grain storage loans

Rural Electrification Administration

Farmers Home Administration

Department of Commerce:
Area redevelopment fund and other

Department of Health, Education, and Welfare: Defense

educational activities and other

Housing and Home Finance Agency:

Federal National Mortgage Association

College housing loans ---

Housing for the elderly

Federal Housing Administration

Other :-.---"

Veterans Administration:

Housing loans:

Veterans direct loans -

Loan guarantee revolving fund

Other

Federal Home Loan Bank Board

Small Business Administration

Other agencies

Total, to domestic private borrowers, civil.

To State and local governments:

Housing and Home Finance Agency:

College housing loans

Public facility loans.

Low rent public housing

Other -

District of Columbia
Other agencies

433

332

289

20

93

Total, to State and local governments, civil.

-25
218

263

62

131

-420

218

106

85

152

-440
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollar*)—Continued

Description 1963
actual

1964
estimate

1965
estimate

Administrative Budget Funds—Continued

ADDITIONS TO FEDERAL ASSETS— Continued

Major equipment:

Civil:

Department of Commerce
Post Office Department
Treasury Department: Coast Guard
Other agencies

Total, major equipment, civil

National defense:

Department of Defense—Military

Atomic Energy Commission

Total, major equipment, national defense

Total, major equipment

Other physical assets—acquisition and improvement:
Civil:

Department of Agriculture

Department of the Interior

Housing and Home Finance Agency—Federal Housing Ad-
ministration and other

Veterans Administration

Other agencies

Total, other physcial assets, civil

National defense:

Department of Defense—Military

Atomic Energy Commission

Total, other physical assets, national defense —
Total, other physical assets—acquisition and improvement

Total, additions to Federal assets

ADDITIONS TO STATE, LOCAL, AND PRIVATE
ASSETS

State and local assets:

Civil:

Funds appropriated to the President: Public works accelera-

tion

Department of Agriculture: Flood prevention and water-

shed protection -

Department of Commerce:
Area Redevelopment Administration

Bureau of Public Roads—Forest highways and other

Department of Health, Education, and Welfare:

School construction in federally affected areas

Hospital construction activities

Waste treatment works construction

Other .-.- -----

Federal Aviation Agency: Grants-in-aid for airports

Housing and Home Finance Agency..

'Less than onc'half million dollars.

122

15,147

157

15,303

15.426

22

30

399

56

13

521

157

1.177

1.334

1.855

23.007

150

15.895

192

16,087

16.236

24

44

345
-37

9

385

160

1.017

1.177

1.562

22,288

48

52

29

15

145

14.538

175

14.713

14.858

28

44

222
-50

15

259

165

942

1.107

1.366

20.330

14
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)

—

Continued

Description
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Table r>-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description 1963
actual

1964
estimate

1965
estimate

AdministratiTe Budget Funds

—

Continued

CURRENT EXPENSES FOR AIDS AND SPECIAL
SERVICES— Continued

Labor—civil:

Department of Labor:

Manpower development and training activities.

Other.....

Other agencies

Total, labor.

Homeowners and tenants—civil:

Housing and Home Finance Agency:

Urban renewal

Federal Holising Administration.

.

Public Housing
Other

Federal Home Loan Bank Board
Other agencies

Total, homeowners and tenants.

Veterans—civil:

Department of Health, Education, and Welfare: Military

service credits

Veterans Administration:

Hospitals and medical care

Compensation and pensions

Readjustment benefits

Direct housing loans: Operating expenses

Loan guarantee revolving fund: Operating expenses

General operating expenses and other

Other agencies

Total, veterans.

International aids:

Civil:

Funds appropriated to the President:

Foreign assistance—economic

Peace Corps

Department of Agriculture: Commodity Credit Corporation

and special export programs: Emergency famine relief to

friendly peoples

Export-Import Bank of Washington..

Other agencies

Total, international aids, civil.

National defense: Department of Defense—Military assistance.

Total, international aids

Other aids and special services—civil:

Funds appropriated to the President: Disaster relief.

Department of Agriculture:

School lunch program

Special milk program

Food stamp plan

'Less than one-half million dollars.

133

19

6

75 158

186

-167

182

II

-266

-53

234
-189

20^
-6

-294
*

-50

322

20

7

347

312

-204
223

18

-342
1

60

1,047
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description 1963
actual

1964
estimate

1965
estimate

AdministratiTe Budget Funds—Continued

CURRENT EXPENSES FOR AIDS AND SPECIAL
SERVICES— Continued

Other aids and special services—civil—Continued

Department of Health, Education, and Welfare:

Hospitals and medical care

Public assistance

Assistance for Cuban refugees

Other ----- ---

Department of the Interior: Bureau of Indian Affairs.

Other agencies

Total, other aids and special services

Total, current expenses for aids and special services

-

OTHER SERVICES AND CURRENT OPERATING
EXPENSES

Repair, maintenance, and operation of physical assets (excluding

special services) :

Civil:

Department of Agriculture: Forest Service

Department of Defense—Civil: Corps of Engineers

Department of the Interior:

Bureau of Land Management
National Park Service

Bureau of Reclamation

Other -. .--.-.---

General Services Administration: Real property activities-.

Tennessee Valley Authority

Other agencies

Total, repair, maintenance, and operation, civil.

National defense:

Department of Defense—Military:

Operation and maintenance

Family housing

Atomic Energy Commission
Other agencies

Total, repair, maintenance, and operation, national de-

fense

Total, repair, maintenance, and operation of physical assets.

Regulation and control:

The Judiciary

Department of Agriculture:

Agricultural Research Service

Agricultural Marketing Service

Agricultural Stabilization and Conservation Service-

Department of Health, Education, and Welfare

50
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description 1963
actual

1964
estimate

1965
estimate

Administrative Budget Funds—Continued

OTHER SERVICES AND CURRENT OPERATING
EXPENSES—Continued

Regulation and control—Continued

Department of Justice:

Legal activities and general administration.

Federal Bureau of Investigation

Immigration and Naturalization Service

Federal prison system

Department of Labor

Treasury Department:

Bureau of Customs
Other

Federal Aviation Agency
Interstate Commerce Commission
National Labor Relations Board
Other agencies

Total, regulation and control.

Other operation and administration:

Civil:

International activities:

Department of State:

Foreign affairs administration

International organizations and conferences.

Educational exchange

Other .

United States Information Agency
Other agencies

Total, international activities.

Federal financial activities:

Treasury Department:

Bureau of Accounts

Bureau of the Public Debt.
Internal Revenue Service. _

Other

General Accounting Office

Other agencies

Total, Federal financial activities.

Other direct Federal programs:

Legislative branch

Department of Commerce:
Weather Bureau
Other ...

Department of Defense—Civil

Treasury Department: Claims, judgments, and private

relief acts

General Services Administration

Other agencies

Total, other direct Federal programs.

58
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description
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Table D-2. INVESTMENT, OPERATING, AND OTHER EXPENDITURES
(in millions of dollars)—Continued

Description



Special Analysis E

FEDERAL CREDIT PROGRAMS

INTRODUCTION

Federal credit aids help achieve basic objectives of Government
programs in six major areas. Most important are the loan, loan

insurance, and loan guarantee programs for: (a) improvement of pri-

vate housing and encouragement of home ownership; (b) development
of agricultural and other natural resources; and (c) promotion of

economic development abroad. In addition, Federal credit programs
provide significant assistance for: (d) domestic business, e.g., small

business generally, transportation, and commercial fisheries; (e)

community development and pubUc housing; and (f) higher education.

Federal Credit Pro3rams
New Commitments

$ Billion<
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or lower interest rates than are generally available otherwise. In
several programs the loans are part of a package of Federal assistance,
which may include, for example, research grants to help identify
promising new industries for depressed areas, or technical aids to help
underdeveloped countries plan and construct basic transportation
systems.

Unlike almost all other Government programs, the initial expendi-
tures involved for credit programs are largely or wholly repayable,
so that the ultimate net cost is normally low. Some programs are
fully self-supporting; in most others, the income from interest pay-
ments or insurance and guarantee fees covers most of the current
expenses and/or provides reserves for futiu-e losses. Customarily,
administrative expenses are paid from income, but occasionally
separate appropriations are made to finance them. Thus, these
programs are mainly methods of helping borrowers to help themselves.

REPORT OF COMMITTEE ON FEDERAL CREDIT PROGRAMS

In February 1963, President Kennedy released the report of the
Committee on Federal Credit Programs.^ The Committee, chaired
by the Secretary of the Treasury, reviewed legislation and administra-
tive policies governing present Federal credit programs and their

effectiveness in helping to meet national goals. It recommended a set

of guidelines to serve as "a framework for the further evolution of

these programs to meet the changing requirements of an expanding
American economy."

In transmitting the report to the departments and other agencies
administering the various credit programs, the President suggested
that they be "guided by the principles outlined in the report in ad-
ministering their present programs and especially in proposing any
new or expanded credit authority." Specific assignments were also

made to the Director of the Bureau of the Budget, the Chairman of the
Council of Economic Advisers and the Secretary of the Treasury to

take the lead in assuring effective and equitable application of these
guidelines, in reviewing special economic problems and in assuring
that borrowing arrangements are consistent with overall monetary
and debt management policy.

COVERAGE OF SPECIAL ANALYSIS

The number of types of assistance and the overall level of activity
in Federal credit programs have been gradually rising—as new pro-
grams are authorized by the Congress and existing programs broad-
ened. At the same time, important changes in emphasis are occurring,
and programs established for temporary reasons in earlier years are
liquidating their operations as outstanding loans are repaid or privately
refinanced.

The analysis this year presents separate information on major credit
programs administered by seven cabinet departments and five other
agencies. Separate information is presented for the first time on the
military assistance credits of the Department of Defense. In addi-
tion, the 1965 estimates reflect: (a) enactment of legislation broad-
ening credit aids for education by the Department of Health, Educa-

' Report of the Commiliec on Federal Credit Programt to the President of the United States ( Washington:
1963).
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tion, and Welfare and authorizing two new types of credit extension

by the Department of tlie Interior; (b) proposed legislation to author-
ize Federal insurance or guarantees of private credit to aid rural

housing, urban mass transportation, college students, and hospital

modernization; and (c) proposed legislation to authorize gales of

participations in pools of housing loans by the Housing and Home
Finance Agency and the Veterans Administration.
The analysis includes (in tables E-2 and E-3) the total amounts,

but no detailed information, on outstanding loans and guarantees
and on net expenditures for numerous smaller or relatively inactive

credit programs administered by seven departments and five other
agencies; these account for about 0.4% of outstanding direct and guar-
anteed loans. Loan programs of important quasi-public agencies are

excluded from tables E-1 to E-5, but their outstanding loans are

shown in table E-6. The analysis excludes borrowing from the

Treasury by other Federal agencies, whether for loans or other
programs.^

NEW COMMITMENTS

New commitments are the best single measure of the trends in most
Federal credit programs. They also give the best advance indication

of trends in the economic impact of these programs, since changes in

the level of new commitments usually precede corresponding changes
in the volume of loans disbursed by either public agencies or private

lenders and in the purchase of goods and services by the ultimate
borrowers.

In this analysis, commitments are defined as approvals by Federal
agencies of direct loans or of insurance or guarantees of private loans.

They are shown on a gross basis, including administrative reservar

tions or other commitments which do not later result in actual credit

extensions, as well as the unguaranteed portions of loans partially

covered by Federal guarantees.

Direct loans.—New commitments of $7.9 billion estimated for

direct loans in 1965 are $1.1 billion higher than the actual commit-
ments made in 1963. The largest increases expected are for loans to

foreign borrowers by the Export-Import Bank and for mortgage
purchases by the Federal National Mortgage Association. The
newly enacted legislation for college academic facility loans and other

increased educational loans by the Department of Health, Education,
and Welfare will cause commitments for these programs to more than
triple the actual 1963 level. The two most active international lend-

ing programs, the Export-Import Bank and the Agency for Inter-

national Development, together will account for almost 40% of new
direct loan commitments in 1965.

Guarantees and insurance.—New commitments for guarantees and
insurance of private loans will continue to rise to an estimated $21.4

billion in 1965. About two-thirds of the total new commitments
and of the rise during the 2-year period will be in housing loans

insured by the Federal Housing Administration. The largest other in-

creases are expected in guarantees of loans to foreign borrowers by

.'Supplementary material containing brief summaries of each of the major programs (including

the major quasi-public credit programs) with emphasis on current developments is available on
request from the Bureau of the Budget.
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Table E-1. NEW COMMITMENTS FOR MAJOR FEDERAL CREDIT PRO-
GRAMS CLASSIFIED BY TYPE OF ASSISTANCE, MAJOR AGENCY OR
PROGRAM (in millions of dollars)
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OUTSTANDING DIRECT AND GUARANTEED LOANS

The best index of the level of Federal credit programs over a period
of years is provided by the total outstanding direct and guaranteed
loans. By the close of 1965, these will total $121.7 billion for major
programs, and with numerous smaller programs, $122.1 billion.

Table E-2. OUTSTANDING DIRECT LOANS, AND GUARANTEED AND IN-

SURED LOANS FOR MAJOR FEDERAL CREDIT PROGRAMS CLASSI-
FIED BY AGENCY OR PROGRAM (in millions of dollars)



376 THE BUDGET FOR FISCAL YEAR 1965

$14.7 billion on June 30, 1965, will account for 45% of all direct loans
of Federal agencies at that time. While the Treasury Department
and the Bank will reduce their portfolios during the 2-year period by
$1.4 billion, AID expects to have a $2.8 bUlion increase.

During the same 2 years increases in outstanding loans by the
Rural Electrification Administration and the Farmers Home Ad-
ministration will be partly offset by the anticipated $459 milHon
reduction in the Commodity Credit Corporation portfolio. For
all other credit programs, the net reduction of $1.5 biUion in loans
held by the Federal National Mortgage Association, the Veterans
Administration and the Federal Housing Administration—primarily
resulting from ihcreased sales to private lenders—will roughly balance
the continuing expansion in the outstanding loans of the Community
Facilities Administration, the Department of Health, Education, and
Welfare, the Small Business Administration, the Area Redevelopment
Administration, and other credit programs.
Guaranteed and insured loans outstanding are expected to go up

by $9.6 billion over the 2-year period. Mortgage and property
improvement loans insured by the Federal Housing Administration
will account for more than half of the total in 1965 and for two-ithirds

of the net; increase during the period. Other substantial increases
are estimated for the Export-Import Bank, the Agency for Interna-
tional Development, the Public Housing Administration, the Urban
Renewal Administration and the Farmers Home Administration. Out-
standing guaranteed loans of the Veterans Administration will decline
by $2.5 billion, as more loans mature, or are prepaid, and fewer new
loans are made as veterans exhaust their eligibility for this type of
credit assistance.

The amounts shown include both the guaranteed and unguaranteed
portion of outstanding loans in order to give a clearer picture of the
economic impact of these programs and to tie in better with banking
statistics. Thus, they do not indicate the estimated contingent
liability of the Federal Government. The major program for which
the contingent liability differs materially from the principal amount
of the loans is the veterans loan guarantee program; by the end of

1965, the Government's liability will be about $12.5 billion lower than
the outstanding amount of such guaranteed loans.

DISBURSEMENTS AND REPAYMENTS

Direct loans can have a major budgetary impact, since the difference
between disbursements and repayments represents net expenditures
or receipts. Federal guarantees and insurance of private loans, on
the other hand, ordinarily have only a minor effect on Federal expendi-
tures, since they result primarily in expenditures by private financial

institutions. Net expenditures for Federal credit assistance, there-
fore, give only a partial picture of the economic impact of most of
these programs.
Net expenditures of all Government lending programs (with the

exception of loans from trust funds or by quasi-public agencies) are
included in the administrative budget totals. In most currently
active loan programs, collections are offset directly against expendi-
tures. In the case of the Rural Electrification Administration,
collections on loans are deposited to miscellaneous receipts, but
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legislation is proposed to put this program on a revolving fund basis

beginning in 1964. In the case of foreign loans, disbursements and
repayjuents in foreign currencies are included in the analysis, though
they are not included in budget expenditures and receipts. Also

included is sales credit extended to buyers of federally owned assets,

even when no ])udget expenditures are involved.

Table E-3. DISBURSEMENTS AND REPAYMENTS FOR MAJOR FEDERAL
CREDIT PROGRAMS CLASSIFIED BY AGENCY OR PROGRAM

(In millions of dollars)
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Gross loan disbursements of major credit programs are expected
to decline slightly from the 1963 level in both 1964 and 1965. How-
ever, repayments will rise sharply in both years from $6.9 billion in

1963 to an estimated $8.1 billion in 1965. As a result, the net ex-

penditures of over $1.6 billion in 1963 will be reduced to less than
$0.4 bilHon in 1965. After adding in net expenditures for other
credit programs and adjusting for repayments going directly to

miscellaneous receipts, for loans in foreign currencies and for sales

credit extensions involving no budget expenditures, receipts will

exceed budget expenditures for loans in 1965 by an estimated $98
million.

The sharply reduced net impact on the budget anticipated in 1965
arises mainly from the considerable fall now expected in disbursements
on Commodity Credit Corporation loans from the unusually high
1963 levels, together with increased substitution of private for public

credit, primarily by the Export-Import Bank, the Federal National
Mortgage Association and the Farmers Home Administration.

PRIVATE PARTICIPATION IN CREDIT PROGRAMS

The relative importance of public and private credit varies greatly,

for different types of credit. Direct loans outstanding to domestic
private borrowers amounted to 2.2% of the estimated private debt
of $716 billion outstanding on June 30, 1963. Private loans partly

or wholly guaranteed by Federal agencies comprised 11.2% of the

total private debt on that date. Federal participation was much
higher in agricultural and housing credit; on the other hand, direct or

guaranteed loans provided only a fraction of 1% of the total credit

otherwise used by private businesses.

As a general rule. Federal credit programs endeavor to maximize
private participation. Federal guarantees and insurance of private

credit account for almost three-quarters of all new commitments of

Federal credit programs and for about the same proportion of out-

standing Federal credit assistance. Excluding loans to foreign

borrowers, the predominance of guaranteed and insured loans is even
greater.

Emphasis upon private participation is reflected both in the basic

statutes and in the administrative policies of the major credit pro-

grams. Often direct loans are prohibited except when the borrower
cannot otherwise obtain the funds from other sources on reasonable
terms. In two major programs (the Public Housing Administration
and the Urban Renewal Administration) the direct loans made are

customarily refinanced in whole or in part by private loans guaranteed
by the Federal agency. In four other programs (college housing and
public facility loans made by the Community Facilities Administra-
tion, business loans by the Small Business Administration, and foreign

loans by the Export-Import Bank), administrative policies emphasize
joint participations between private lenders and the Government
lending agencies. In the first two programs, the borrowers are re-

quired to advertise all offerings of their obligations publicly and the

Community Facilities Administration purchases only those which
private lenders are unwilling to buy at predetermined interest rates.
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Table E-4. SALES OF LOANS TO NONFEDERAL BUYERS AND OTHER
REPAYMENTS FOR MAJOR FEDERAL CREDIT PROGRAMS CLASSI-
FIED BY AGENCY OR PROGRAM (in mUlions of dollars)
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INTEREST RATES AND MATURITIES

Two of the major ways in which Federal credit programs help
achieve program objectives are by providing more favorable interest

rates or maturities than many borrowers can obtain from other
som^ces. Table E-5 summarizes the current range of interest rates

charged by the various major credit programs on direct loans (or pre-
vailing on insured or guaranteed loans) and the customary maturities
for both direct and insured and guaranteed loans. These terms are

on newly committed loans by currently active programs, and do not
necessarily correspond to those on previously outstanding loans, or on
loans covered by commitments made in earlier years.

Table E-5. INTEREST RATES AND MATURITIES FOR MAJOR ACTIVE
CREDIT PROGRAMS CLASSIFIED BY AGENCY OR PROGRAM,
DECEMBER 1963

Agency or program

Direct loans

Interest
rate

(percent)

Maturity
(years)

Guaranteed and
insured loans

Interest
rate

(percent)

Maturity
(years)

Department of Agriculture-

Commodity Credit Corporation

Rural Electrification Administration

Farmers Home Administration

Department of Commerce:
Area Redevelopment Administration

Maritime Administration

Department of Defense:

Defense production guarantees

Military assistance credits

Department of Health, Education, and Welfare: Office of

Education

Department of the Interior: Bureau of Reclamation

Department of State:

Loans to United Nations -

Agency for International Development
Treasury Department: Loans to District of Columbia

Housing and Home Finance Agency:

Community Facilities Administration

Urban Renewal Administration

Federal National Mortgage Association

Federal Housing Administration

Public Housing Administration

Veterans Administration

Export- Import Bank of Washington
Interstate Commerce Commission
Small Business Administration

2

3-5

iVi

>^2-4

5-35

1-50

10-40

17-20

0-4

3-43/1

0-4

2

^4-1

2

0-3 J

4

3>i-6

5h
4

5>l-6
5^^-6

3-10

2 11-50

20-50

25

3-40

30

1-50

Demand
10^0
30-35

30

1>^20

3-5 72 3-25

' 3>/2-4

3^8-5^4

4.15-5

6

-1%

' 3>i-6
2-3.2

5>^6
4>/2-5}^

5-8

y2-4

33-50

17-20

1/^36

'5-40

14-40

30

y2-s

1-15

3-25

' When commodity loan is repaid by forfeiting collateral, no interest is charged.
2 On student loans, maturities begin when student leaves school and exclude periods of military

or Peace Corps service.
3 In addition, property improvement loans are insured for $4 to $5 discount per year (equivalent

to over 8% simple interest), and with maturities of 6 months to 7 years.
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Interest rates charged on direct loans vary greatly both among
the various Federal credit agencies and sometimes among the various
types of loans made by a single agency. Many of the differences in

rates reflect mainly differences in the cost of providing the loan,

including the cost of borrowing the necessary funds, of administering
the varying types of loans and of incurring the varying degrees of
risk of probable loss. In many cases, the rate charged is governed
by statutory limits or formulas. These sometimes are intended to

assure loans at rates below those prevailing in the private market or
below the cost to the Government, in order to provide special assist-

ance to particular groups of borrowers as a method of accomplishing
Federal program objectives. In some cases, the rates charged reflect

mainly Government borrowing costs in earlier periods, rather than
current market yields of Government obligations.

Interest rates charged on insured and guaranteed loans tend to

correspond more closely to market rates of interest on comparable
loans by private lenders—allowing for the reduction or removal of

the normal private credit risk. In a few cases, interest rates on insured
loans are deliberately set below the market rate and a secondary
market provided to assure the willingness of the private lender to

make the initial loans; for example, the Federal Housing Adminis-
tration was authorized in the Housing Act of 1961 to insure certain

types of loans to finance moderate-income housing at rates well below
those prevailing in the private market and the Federal National
Mortgage Association purchases all of such mortgages.

Alaturities, both on direct and on insured or guaranteed loans, often
are substantially more liberal than on private loans of similar types.

Private lenders are often limited by law or supervisory policy to

shorter maturities. When a Federal agency insures or guarantees the
loans, however, these limitations customarily do not apply. When
borrowers are acquiring assets yielding income or tangible benefits over
a long period of years, long-term loans reduce periodic installments

and make it possible for borrowers to undertake such acquisitions with
reasonable assurance of repayment.

QUASI-PUBLIC CREDIT PROGRAMS

The Federal Government also has certain responsibilities for the

credit programs of mixed-ownership corporations and other public
agencies operating in whole or in part with private funds. Table E-6
summarizes the outstanding loans for eight institutions or groups of

institutions of this type which have important lending operations.

Outstanding loans of the five groups of mixed-ownership enterprises

and trust funds for which estimates of future fiscal years as well as

actual data on the past years are available will increase from a total

of $5.7 bilhon in 1963 to an estimated $6.4 billion by the end of the

fiscal year 1965. Most of the anticipated increase is in the operations

of the Federal intermediate credit banks.
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Table E-6. OUTSTANDING LOANS FOR MAJOR QUASI-PUBLIC CREDIT
PROGRAMS CLASSIFIED BY AGENCY AND PROGRAM (in millions of dollars)



Special Analysis F

FEDERAL ACTIVITIES IN PUBLIC WORKS

Many types of public works are needed by the Federal Government
to carry out its program responsibilities. In some cases the structures

are built by the Federal Government, usually under contract with
private enterprise; in other cases, Federal financial assistance in the
form of grants or loans is provided to State and local authorities for

public facilities needed in the national interest.

Construction undertaken directly by the Federal agencies involvef

facilities ranging from large water resources developments, spac(

facilities, office buildings, and defense installations to small recrea-

tional facilities, warehouses, and border facilities. Federal grants or
loans are provided for highways, hospitals, waste treatment works,
educational facilities, sewage systems, and many other types of

community facilities.

Direct Federal construction currently constitutes about 22% of

the total public construction in the United States. State and local

public works benefiting from Federal grants represent another 24%,
two-thirds of which is financed from Federal funds. Federal cost-

sharing, which depends upon program objectives and provisions of

law, varies substantially among the grant programs.
In 1965, Federal expenditures for public works are estimated to

reach $8.7 billion, an increase of $228 million over the 1964 level.

This total is more than double the level of 10 years ago. Part
of this dollar increase results from increased construction costs,

which are now about 15% above 1956. The increase in public works

Table F-1. FEDERAL EXPENDITURES FOR PUBLIC WORKS,
FISCAL YEARS 1956-65 (in millions of dollars)

From budget accounts and trust funds
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expenditures, however, results mainly from the needs of a growing
population and the investments required for economic growth. In
many cases, these Federal public works will stimulate related private
and State and local developments.

Table F-2. EXPENDITURES AND 1965 NEW AUTHORIZATIONS FOR CIVIL
PUBLIC WORKS, BY AGENCY (in millions of dollars)

From budget accounts and trust funds
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Approximately four-fifths of the $8.7 billion to be spent in 1965 will

be for civil public works; the remainder will be for military public

works and atomic energy facilities.

Direct Federal public works activities, which are scattered through-
out the States and territories, are roughly estimated to provide 457,000
man-years of employment, onsite and offsite, in 1965. Construction
aided by Federal grants, including the State or local share of the
costs, will provide an estimated additional 653,000 man-years of labor.

The Federal Government also provides financial assistance for non-
profit and private capital facilities through loans, loan guarantees,

tax concessions and lease contracts, and indirectly supports through
procurement contracts the provision of some private facilities which
produce only materials to meet Government requirements, such as

missiles, space components, and helium conservation. These activi-

ties, however, are not within the scope of this analysis.

CIVIL PUBLIC WORKS

Civil public works expenditures of $7.2 bUlion in 1965 are estimated
to be $251 million above the 1964 estimate. Expenditures for direct

Federal public works in 1965, estimated at $2.8 billion, make up
39% of this total. The largest increases in direct Federal construc-

tion for 1965 include $45 million by the National Aeronautics and
Space Administration, $36 million by the Corps of Engineers—Civil,

and $32 million by the General Services Administration. Under the

public works acceleration program, initiated in 1963 to relieve unem-
ployment, expenditures for direct Federal work will decrease by $103
million between 1964 and 1965.

The $4.2 billion of grants for State and local public works make
up 58% of total civil works expenditures. Slightly more than $3.5

billion of this total consists of grants for the Federal-aid highway
programs financed from the Highwaj^ trust fund. Federal aid for the

primary, secondary, and urban highwaj^s is on a 50-50 matching basis;

for the National System of Interstate and Defense Highways it is 90%.
Significant amounts of local public construction receive Federal

financial assistance through loans. The $103 million of expenditures
for loans by the Housing and Home Finance Agency make up 56% of

the total loan expenditures. Since expenditures on the various loan

programs are included in the budget totals on a net basis (i.e., ex-

penditures for new loans are generally offset by repayments of loans

made in prior years), the totals do not reflect the amount of construc-

tion aid provided from loans. New loans by the Housing and Home
Finance Agency are estimated at $322 million in 1965.

New and continuing work.—About $2.6 bUlion of the $2.8 billion of

expenditures for direct Federal civil public works in 1965 will be to

continue or complete construction of projects started prior to 1965.

Completion of these projects is estimated to require expenditures of

$9.3 billion after 1965.

New Federal projects to be started with funds' recommended in the

budget will require an estimated $191 million of expenditures in

1965, and will commit the Government to additional expenditures after

1965 of an estimated $1.8 billion. In the water resources field, the

700-000 0—64 25
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Table F-3. ESTIMATED COST OF 1965 DIRECT FEDERAL CIVIL PUBLIC
WORKS BY CONTINUING AND NEW WORK (in millions of dollars)

From budget accounts and trust funds

Agency or program
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by the National Aeronautical and Space Administration, ranging from
research and plant-support facilities to large launch and test facilities.

Among the other new starts are public buildings by the General Services
Administration, hospitals by the Veterans Administration, a U.S.
mint in Philadelphia by the Treasury Department, the National
Agricultural Library by the Department of Agriculture, and environ-
mental health facilities by the Public Health Service. Table F-3
shows the total costs of new Federal project starts, as well as the
estimated expenditures in 1965 and later years.

In addition to the new direct Federal works to be started, several
new programs have been authorized recently or are recommended for

which Federal grants, and in some cases Federal loans, will be made
to State and local groups to meet the Nation's needs for higher educa-
tion facilities; vocational, research, and training facilities; classrooms
for elementary and secondary schools; libraries; community health
centers; and research facilities on mental retardation. Also, the

Soil Conservation Service will aid in the construction of 36 new
watershed projects, and the Bureau of Reclamation will make loans
to local groups for 3 small reclamation projects.

Public works planning and surveys.—The 1965 budget includes

expenditures of $77 million for advance planning of new Federal
projects, including acquisition of sites by the General Services Admin-
istration for public buildings. To encourage preparation and mainte-
nance of a current and adequate reserve of local public works and to

promote economy and efficiency in building such works, the Housing
and Home Finance Agency will make planning advances of $14
million in 1965 to States, municipalities, and other public agencies.

Significant amounts will also be spent for preliminary surveys and
general investigations to assure economic design and construction of

new Federal projects. The 1965 budget recommendations for water
resource activities continue on a coordinated basis the comprehensive
river basin planning by the major Federal agencies concerned. These
studies provide long-range economic, hydrologic, and land-use projec-

tions for the various river basins, and serve as a basis for planning
individual water resource projects to be undertaken in later years.

Expenditures of about $8 million will be made for this purpose in

1965 by the Departments of the Army, Interior, Agriculture, and
Health, Education, and Welfare. Expenditures for these activities

are not included in the public works expenditures in this analysis.

Authorized reserve of direct Federal public works.—Table F-4 sum-
marizes the $13 billion reserve of Federal projects which have been
authorized by substantive legislation. Such projects require only
financing and planning for starting. This reserve provides a basis

for a wise selection of projects for advance planning and for starting

in accordance w^th program needs and budgetary policy.



388 THE BUDGET FOR FISCAL YEAR 1965

Table F-4. RESERVE OF PRESENTLY AUTHORIZED PROJECTS AND
PROGRAMS FOR UNDERTAKING AFTER 1965 (in billions of dollars)
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Table F-5. PUBLIC WORKS ACCELERATION PROGRAM (in millions of dollars)

Agency

Estimated
obligatrcnt

(alloca-
tions)

Expenditures

1963
actual

1964
estimate

1965
estimate

Housing and Home Finance Agency (grants)

Public Health Service (grants) '

Department of Agriculture

Corps of Engineers—Civil

Department of the Interior

Department of Commerce
Department of Justice

Post Office Department
General Services Administration

Other agencies

Unallocated (1965)...

Lapsed appropriations

Total

481.0

231.0
62.8

10.

64.

19.

1.

2.

2.

13.0

1.0

23.6

4.4

17.7

1.6

.2

.2

.3

.5

6

2

1

4

1.6

2.7

2.4

1.0

156.0

77.0

1.0

4.0
2.0

5.0

885.0 62.5 365.0 245.0

» Includes grants of $0.9, $33.8, and $29.5 million in 1963. 1964, and 1965, respectively, for non-
profit private hospitals which are not classified as public works.

The largest share of the direct Federal civil construction expendi-
tures in 1965 will be for development of natural resources. Of the
$1.7 billion of expenditures for the natural resources programs in

1965, $1.4 billion will be water resources and related power de-
velopment. In addition, there will be expenditures for the construc-
tion of roads, recreational facilities, facilities for fish and. wildlife

programs, and other facilities including an estimated $40 million for

construction of school facilities for Indian children.

Table F-6 brings together the total budget expenditures for all

water resources development, including programs carried on under the
agriculture and health, labor, and welfare functions as well as the
natural resources function.
To implement the new education programs recently enacted or

recommended, the budget includes new obligational authority $146
million in 1964 and $402 million in 1965 for assistance to State and
local governments in the construction of higher education facilities

(including public community colleges and technical institutes), resi-

dential schools for vocational education, school classrooms, and public
libraries. Also, new programs for health, labor, and welfare will result
in construction of additional facilities. Expenditures by the Depart-
ment of Labor under proposed youth employment legislation are
estimated at $31 million in 1965 for renovating existing facilities and
constructing new camps for youth in the conservation corps.
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Table F-^. BUDGET EXPENDITURES FOR WATER RESOURCES AND
RELATED DEVELOPMENTS (in millions of dollars)

Type 1963
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facilities, medical facilities, troop housing and other personnel facili-

ties, utilities and ground improvements, and land acquisitions.

Facilities are to be constructed for one additional hardened Minute-
man squadron, and funds are included for improvements to previously
authorized Minuteman and Titan missile sites. Projects for the
Polaris missile system will contribute to the operational readiness of
the system and the proficiency of its crews. Relocation of a portion
of the Nike Hercules air defense missile system is proposed as well as
additional work to provide the system with protection against radia-
tion fallout. About 22% of the direct military construction program
is related to the general purpose or tactical forces of the Army, Navy,
Marine Corps, and Air Force. Approximately 10% of the' program is

to provide facilities in support of research and development.
The family housing program for 1965 proposes the construction of

an additional 12,500 units as well as numerous improvements to exist-

ing units.

Atomic Energy Commission.—Public works expenditures during
1965 by the Atomic Energy Commission are primarily for continua-
tion of work on major production plants and on research and develop-
ment installations previously authorized. New projects proposed
for 1965 include modifications and additions to existing production
plants, and additional facilities for weapons production and develop-
ment, reactor development, and research in the physical and bio-
medical sciences.

Table F-7. FEDERAL ACTIVITIES IN PUBLIC WORKS (in millions of dollars)

By major function and agency

Function, organization unit, and program
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Table F-7. FEDERAL ACTIVITIES IN PUBLIC WORKS
(in millions of dollars)—Continued

By major function and agency

Function, organization unit, and program
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Table F-7. FEDERAL ACTIVITIES IN PUBLIC WORKS
(in millions of dollars)—Continued

By major function
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Table F-7. FEDERAL ACTIVITIES IN PUBLIC WORKS
(in millions of dollars)—Continued

By major function and agency

Function, organization unit, and program
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Table F-7. FEDERAL ACTIVITIES IN PUBLIC WORKS
(in millions of dollars)—Continued

By major function
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Table F-7. FEDERAL ACTIVITIES IN PUBLIC WORKS
(in millions of dollars)—Continued

By major function and agency

Function, organization unit, and program



Special Analysis G
FEDERAL HEALTH PROGRAMS

This is the first comprehensive analysis of Federal health activities

to be included in the budget document. It presents information on all

the medical and health-related activities of the Federal Government,
regardless of where they may otherwise be classified in the budget.
On this broad basis, the Government will spend an estimated

$5.4 billion in 1965 for all health activities—for hospital care and
medical treatment in Federal and non-Federal facilities, for construc-

tion of health facilities, for health research and training, and for a
multitude of preventive and community health and health-related

programs. Almost all of these health expenditures will be from
administrative budget funds—more than 5% of the administrative

budget total. In addition, trust fund expenditures of $469 million

will be made, mainly for health benefits for Federal employees, but
this will be nearly entirely offset by receipts from contributions by
employees and Federal agencies.

Compared to the total net expenditures of $5.4 billion from budget
accounts, new obligational authority in 1965 will be $6.0 billion.

The development of Federal health-related expenditures.—Health
programs are among the oldest activities of the Federal Government.
The origins of the Army Medical Service predate the Constitution,

and the Public Health Service was established in 1798 to provide
hospital care for merchant seamen. Medical and hospital care was
provided for veterans residing in the National Homes for Disabled
Volunteer Soldiers established after the Civil War. Such care for

all service-disabled veterans was provided by an amendment to the

War Risk Insurance Act of 1917, and in 1923 and 1924 inpatient

benefits were authorized for non-service-connected disability. Experi-

ments in 1900 by Walter Reed, an Army doctor, proving that

mosquitoes carry yellow fever, indicate the longstanding Federal
interest in health research. In the last 15 or 20 years, many new
health programs have been enacted, particularly programs which
authorize grants to State-local agencies and to private organizations

and individuals for health research, training, facilities, and for support
of health activities and services.

Although historical figures on the comprehensive basis used in this

analysis are not available, the directly operated hospital and medical
activities of the Veterans Administration and the agencies now com-
prising the Department of Defense were by far the largest Federal
health programs in the decade following World War 11. In recent

years, however, expenditures for care of military personnel have been
fairly level while outlays for the care of veterans have increased at a

steady pace. In contrast, programs of other agencies, notably of the
Department of Health, Education, and Welfare, with its many
grants for nonfederally operated health activities, have expanded
rapidly. This can be roughly illustrated by a comparison of the pro-

397
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posed appropriations for 1965 with the figures for obligations for 1958
which were published in 1961 on a reasonably comparable basis in

Senate Report No. 142, 87th Congress, 1st session, prepared by a
subcommittee of the Senate Committee on Government Operations.
Health programs in 1958, according to this report, totaled about

$3 billion compared to the proposed new obligational authorizations of

$6.0 billion for 1965. While the total doubles during this 8-year
period. Department of Defense programs rise from less than $1
billion to over $1.1 billion and Veterans Administration programs
rise from $0.9 billion to $1.3 billion, an increase of about two-fifths.

The programs of the Department of Health, Education, and Welfare,
however, increase almost fourfold, rising from $0.8 billion to $3
billion. Funds for all other agencies combined rise from about $0.3
billion in 1958 to $0.6 billion in 1965.

Distribution of Federal health programs by agency.—Seven Cabinet
departments and more than a dozen other agencies conduct or support
health programs, in addition to those for Federal employees which
are financed by every agency. Many of the health activities of these
agencies are not classified in the "health, labor, and welfare" function
but are carried on as part of broader programs and are classified in

the functional categories according to the basic purpose served,
such as "national defense," "veterans benefits and services," etc.

Because these activities contribute to advancing the Nation's health,
they are included in this analysis. Thus while the regular functional
classification shows expenditures of $1.7 billion in 1965 for "health
services and research"—all by the Department of Health, Education,
and Welfare—the amounts included in this analysis are more than
three times as large and cover many agencies. Table G-1 shows the
expenditures for each agency.
Of the $5.4 billion in budget and trust fund expenditures estimated

for health in 1965 on this broad basis, $4.8 billion, or 89%, will be
made by three agencies, including 46% by the Department of Health,
Education, and Welfare, 23% by the Veterans Administration, and
20% by the Department of Defense. The bulk of the health expendi-
tures by the Department of Defense and the Veterans Administration
are for the provision of direct care and treatment, most of which is

provided in their own hospitals and clinics. These two agencies also

have sizable expenditures for health facilities, for training, and for

support of health research.
The Department of Health, Education, and Welfare, on the other

hand, spends only a comparatively small portion of its health funds for

direct medical care, principally for merchant seamen and Indians in

Public Health Service hospitals. The bulk of the Department's health
care outlays is for medical research and training and for grants to

States and localities to cover medical expenses of public assistance

recipients and medical care of the aged. The Department also spends
substantial amounts through the Public Health Service for grants for

construction of health facilities, for support of local and State com-
munity health, and for environmental health activities.

The remaining 11%, or $0.6 billion, of the estimated expenditures
in 1965 will be made by more than 15 other departments and agencies.

Among these are the Agency for International Development and the

Department of State which support health activities in other coun-
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Table G-l. FEDERAL EXPENDITURES FOR MEDICAL AND HEALTH-
RELATED PROGRAMS BY AGENCY (in millions of dollars)

Agency 1963
actual

t964
estimate

1965
estimate

ADMINISTRATIVE BUDGET

Department of Health, Education, and Welfare:

Public Health Service:

National Institutes of Health

Other

Welfare Administration

Other...

Total, Department of Health, Education, and Welfare...

Veterans Administration

Department of Defense:

Army
Navy
Air Force

Other

Total, Department of Defense

Agency for I nternational Development
Atomic Energy Commission
Department of Agriculture

National Aeronautics and Space Administration

National Science Foundation

Housing and Home Finance Agency
Civil Service Commission
Department of State

Department of Labor

Department of Justice

Panama Canal

Department of the Interior

Peace Corps

Small Business Administration

General Services Administration

United States Information Agency
Contributions by Federal agencies to Federal employees* health

benefits fund not included above

Total net budget expenditures for health

TRUST FUNDS

Civil Service Commission
United States Soldiers' Home

Total trust fund expenditures for health

Total budget and trust fund expenditures for health

723.6

540.2

678.5

85.7

2.028.0

.144.9

440.6

190.6

340.6

15.6

987.3

76.5

77.3

92.8

15.6

26.5

28.6

20.0

13.3

15.6

3.4

6.9

1.8

2.0

2.8

.1

120.0

4.663.5

-12.5
7.0

-5.5

4.658.0

825.0

655.3

765.7

103.7

2.349.6

1.239.9

469.3

196.6

356.7

9.6

1.032.3

98.6

86.4

97.4

44.4

31.0

30.5

24.3

16.0

16.2

8.8

7.7

2.6

4.2

2.8

1.5

.1

120.3

5,214.7

-14.5
7.5

-7.0

5,207.7

850.0

708.5

803.0

107.8

2.469.3

1.245.5

486.1

211.6

380.4

18.9

1.097.0

107.5

93.1

59.7

54.0

35.0

29.2

25.5

17.2

16.8

12.4

6.5

5.4

4.8

2.8

2.0

.1

124.5

5.408.3

-2.9
6.9

4.0

5.412.3

tries, the Atomic Energy Commission with its substantial biomedical
research activities in the radiological field, the National Aeronautics
and Space Administration with its rapidly growing research activities

in space medicine, the Housing and Home Finance Agency which
makes advances and loans for water and sewer facilities, and the Na-
tional Science Foundation which underwrites basic research in

biosciences.
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Federal health programs are developing on many fronts. Of the
estimated increase of $754 million in total expenditures from 1963 to

1965 more than half, $441 million, is in the Department of Health,
Education, and Welfare—a growth of about 22% in 2 years for that
agency. The Department of Defense and the Veterans Adminis-
tration each increase by more than $100 million, with increases of

11% and 9%, respectively. All other agencies show a net growth
of $103 million or 21%, with the largest increases in the National
Aeronautics and Space Administration, and the Agency for Inter-

national Development. The decrease which occurs in Department
of Agriculture expenditures results because legislation is proposed to

finance meat and poultry inspections on a self-supporting fee basis.

There will be no reduction in the amount of service.

Distribution of Federal health expenditures by category and by bene-

ficiary group.—Table G-2 shows the distribution of the total Federal

medical and health-related expenditures for the 3 fiscal years, 1963-65,

by six categories. The accompanying chart on estimated expendi-

tures for 1965 depicts the distribution of the outlays in each category

between the Department of Health, Education, and Welfare and all

other agencies.

Table G-2. FEDERAL EXPENDITURES FOR MEDICAL AND HEALTH-
RELATED ACTIVITIES BY CATEGORY (in millions of dollars)

Category 1963
actual

1964
estimate

1965
estimate

1

.

Hospital and medical care in Federal facilities

2. Federal grants and payments for hospital and health care in

non-Federal facilities

3. Medical research, total

(a) Conduct of research

(b) Research facilities

4. Training, including training research

5. Preventive and community services

6. Construction of hospitals and health facilities

Total health expenditures from administrative budget

and trust accounts

.877.3

905.7

892.1

(832.8)

(59.3)

256.5

346.1

380.3

1.982.3

991.8

1.047.2

(966.6)

(80.6)

324.4

396.0

466.1

2.006.5

1.029.4

1,124.8

(1.031.3)

(93.4)

332.9

390.2

528.5

4.658.0 5.207.7 5.412.3

Of the total expenditures of $5.4 billion in 1965 for medical and
health-related purposes, $3.0 billion or about 56% will be for provision

of health care either directly in Federal facilities or financed by Federal

grants or payments for services by non-Federal facilities. This is an

increase of $253 million from 1963.

The direct care expenditures amount to just over $2 billion, or

37%, of total expenditures. Most of this service is provided in hos-

pitals of the Department of Defense, Veterans' Administration, and
the Department of Health, Education, and Welfare, which, in all,

comprise almost 10% of all hospital beds in the United States.

Table G-3 shows the number of hospital beds and the average daily

number of patients during the 3 years 1963-65. The number of

individual patients during any year is, of course, many times the daily

census because hospital stays average 7 to 75 days for most agencies.
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Fttltral Exptnditurts for Mtdical and Health-Rtlafed Activities by Cattgory

Fiscal Y«ar 196S Estimated S Billions

^I^IHHIiiHIHBBIIIHniHHHHiiHIIHHIi^lHHI i

Direct Patient Care

Grants and Payments for Medical Care oF Individuals

Reseorcn indudins Facilities i^^H^^P

Construction of Health Facilities Direci, Grants, Etc.

Preventive and Community Services

O .3 .4

Training includins for Reseorch

gJUmiJ Agtneiei Other than Department of HEW Deportment of HEW

In addition to this large number of inpatients, several million individ-

uals each year receive outpatient care or treatment in the Federal
facilities.

Approximately one-sixth of the population in the United States is

actually or potentially eligible for direct hospital care or medical
treatment in Federal facilities based on estimates available at the end
of calendar year 1963. Approximately 22.1 million living war vet-

erans, including some 3 million with service-connected disabilities,

comprise the largest single group of eligibles, although for ailments
not related to service hospital care is provided only to the extent that

Veterans Administration hospital facilities are available. Under the
basic policy of limiting its hospital system to 125,000 beds, the Vet-
erans Administration meets approximately half of the hospital care

requirements of veterans with non-service-connected ailments.

Active duty and retired uniformed service personnel numbering 3.1

million and their 4 million dependents are also covered. Approxi-
mately 2.5 million Federal employees are entitled to treatment for

in-line-of-duty disabilities, although such injuries are comparatively
infrequent. Other eligible groups include 385,000 American Indians
and natives of Alaska, 120,000 American seamen, some 73,000 civilians

in the Panama Canal Zone, an estimated 60,000 narcotic addicts,

24,000 inmates of Federal prisons, and 1,500 patients with leprosy.

With allowance for duplications in the above categories, an estimated
30 milHon Americans are eligible for all or part of their health care

from Federal facilities.

The third largest category of expenditures—$1 billion or 19% of

the total—is for grants and payments for hospital and health care in

non-Federal facilities. Grants for public assistance and for medical
care for the aged by the Department of Health, Education, and Wel-
fare account for three-fourths of this total. During 1965, nearly 3

million individuals are estimated to receive such aid. The Civil

Service Commission provides health benefits to about 81% of the 2.5

million Federal civilian employees and an estimated 4.1 million of

their dependents imder the Federal Employees' Health Benefits Act.

700-000 0—64 26
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Table G-3. FEDERAL HOSPITALS, OPERATING BEDS, AND PATIENT LOADS

By agency
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and for programs to combat mental retardation and promote mental
health. Other expanding areas include activities relating to water
pollution, pesticides, community health, and food and drugs. The
next several paragraphs discuss the four categories separately.

About two-thirds of the $1.1 billion in Federal expenditures for

health related research and research facilities are by the Department
of Health, Education, and Welfare, particularly the National Insti-

tutes of Health, which alone account for $631 million. The Depart-
ment of Defense, the Atomic Energy Commission, the National
Science Foundation, and the National Aeronautics and Space Admin-
istration also make sizable outlays for health research.

Training, including training for research, accounts for $333 million

in 1965 expenditures. Again, the Public Health Service, and espe-

ciallj^ the National Institutes of Health, are the major sources,

although the Department of Defense also spends significant amounts.
Of the $390 million for preventive and community health services,

$269 million will be spent by the Public Health Service, the Food and
Drug Administration, and the Welfare Administration. The Federal

Government's programs of assistance to underdeveloped countries are

also responsible for about $75 million of the outlays and the Depart-
ment of Agriculture programs account for most of the remainder.
The Hill-Burton hospital construction program accounts for $204

million out of $528 million to be spent in 1965 for construction of

facilities other than for research. The Veterans Administration's

expenditures of $82 million represent the fifth year of that agency's

15-year hospital replacement and modernization program. The
Department of Defense will also spend $58 million for construction.

Proposed legislation.—Significant health legislation is proposed in

the 1965 budget. New obligational authority of $270 million is

requested to extend the Hill-Burton health facilities construction

program, with increased emphasis on modernization of urban hospitals,

construction of long-term care facilities for the aged, and improved
planning of community health facilities. It is expected that $5
million of this will be spent in 1965. The 1965 budget includes

$11 million of expenditures for extension and improvement of nurse
education activities. Proposed legislation in the Department of

Agriculture to place meat and poultry inspection on a self-supporting

fee basis will reduce Federal expenditures nearly $44 million in 1965,

although inspections are expected to increase. Because of this latter

item, expenditures under proposed legislation for 1965 will show a net

reduction of $28 million. Proposed appropriations of $295 million

under new legislation are offset in part by the $47 million reduction
in appropriation for the Agriculture program.

Other health proposals, which are covered by the general allowance
for contingencies because the costs would not be large, would extend
and broaden the public health training programs, authorize group
practice facility loans and provide grants for sanitation facilities for

migrant agricultural laborers. A proposal to provide hospital insur-

ance for persons over 65 through the social seciirity system is also

pending in Congress, but this does not affect the 1965 budget since

the program will not begin until January 1, 1966.
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Table G^. FEDERAL EXPENDITURES FOR MEDICAL AND HEALTH-
RELATED PROGRAMS (in millions of dollars)

Agency and program
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Table G-4. FEDERAL EXPENDITURES FOR MEDICAL AND HEALTH-
RELATED PROGRAMS (in millions of dollars)—Continued

Agency and program
Func-
tional

de

1963
actual

1964
estimate

1965
estimate

Natural resources:

Department of Interior:

Research on toxicological effects of pesticides on fish

and wildlife.

Care of 600 Aleut Indians in Pribilof Islands, Alaska..

Total, natural resources

404

404

Commerce and transportation:

Small Business Administration: Loans for construction

and operation of nursing homes and other health-

related facilities

Housing and community development:
Housing and Home Finance Agency: Advances and

loans to local communities for construction of sewer,

water, and other health-related facilities

Health, labor, and welfare:

Department of Health, Education, and Welfare:

Freedmen's Hospital: Operation of a community
teaching hospital serving Howard University Med-
ical School. _

Saint Elizabeths Hospital: Hospital care for the

mentally ill in the District of Columbia
Public Health Service:

Health services for Indians

Medical care of merchant seamen, narcotic addicts,

and other Public Health Service beneficiaries

Quarantine activities

Grants and loans for construction of hospital and
health facilities

Proposed legislation: Hill-Burton amendments
Education and training for public health

Proposed legislation: Nursing education and
training

Accident and disease prevention and control

Scientific activities overseas

Construction of health facilities (other than re-

search)

Environmental health activities

National Institutes of Health (research)

Welfare Administration:

Grants for maternal and child welfare

Assistance to Cuban refugees and repatriated U.S.

nationals

Public assistance grants for hospital and health care.

Vocational Rehabilitation Administration: Rehabili-

tation grants and research and training in problems

of handicapped individuals

Food and Drug Administration: Enforcement of the

pure food and drug laws --

Department of Labor: Accident prevention and voca-

tional rehabilitation for disabled longshoremen

Department of Interior: Health research related to mine
operations

Total, health, labor, and welfare.

506

553

651

651

651

651

651

651

651

651

651

651

651

651

651

653

653

655

651

652

652

1.2

.1

1.3

2.8

28.6

3.7

7.5

62.5

50.0

6.3

240.9

"']V.9

85.0

1.6

2.2

59.8

723.6

50.5

3.0

625.0

39.0

29.2

2.0

.5

2,004.2

2.2

.1

2.2

2.8

30.5

3.8

10.9

66.9

50.1

5.7

275.6

'"21^4

133.1

3.9

14.0

71.5

825.0

62.5

3.2

700.0

47.2

35.1

2.2

.4

2.332.5

5.1

.1

5.1

2.8

29.2

3.8

13.1

67.8

51.6

6.0

278.9

5.0

28.8

11.0

133.0

4.5

18.5

88.5

850.0

85.0

3.0

715.0

41.0

42.8

2.2

.3

2.449.7
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Table G-4. FEDERAL EXPENDITURES FOR MEDICAL AND HEALTH-
RELATED PROGRAMS (in millions of dollars)—Continued

Agency and program



Special Analysis H
FEDERAL RESEARCH, DEVELOPMENT, AND RELATED PROGRAMS

This analysis summarizes Federal administrative budget expendi-
tures for research and development.^ The chart below illustrates

how most of the growth in recent years has resulted from the decisions

to undertake a vigorous space program and to maintain a strong
national defense which utilizes the latest products of science and
technology. In other areas of research and development there has
been a slower but steady growth since 1954. Total Federal expendi-
tures for research and development will increase from $14.9 billion in

1964 to $15.3 billion in 1965, a rise of 3% as compared with 24%
between 1963 and 1964. (See table H-1.) The 1965 increase is

primarily attributable to the space programs of NASA.

Estimated Administrative Budget Expenditures for Research and Development

SBill

20-

(0-

1964 1965

EsKmote

1 The term "research and development" includes activities in which the primary aim is either
to develop new knowledge or to apply existing knowledge to new uses. These activities may be
carried out in Government installations or in the facilities of private. State, or local organizations
using Federal funds. Generally excluded from this definition are expenditures for routine testing,
experimental production, information activities, and training programs. This analysis also omits
expenditures for research performed independently by contractors within overhead arrangements
on some procurement contracts funded in Department of Defense procurement accounts and for the
collection of general-purpose statistics by the Census Bureau and other agencies.

Expenditures for "Research and development facilities" include amounts for physical facilities

such as land, buildings, and major equipment, regardless of whether the facility is to be used or owned
by the Federal Government or by a private. State, or local organization.

407
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Table H-1. BUDGET EXPENDITURES FOR RESEARCH AND DEVELOP-
MENT, 1954-65 (in millions of dollars)

Fiscal year
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Table H-2. EXPENDITURES FOR RESEARCH, DEVELOPMENT, AND
FACILITIES (in millions of dollars)

Purpose
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In these formally coordinated research programs, as well as many
other scientific activities of the Federal Government, steps are being
taken to improve coordination among the agencies concerned so that

the research efforts of the scientific community are mutually rein-

forcing. The growth of research and development activities in recent

years has created a tremendous problem of communicating scientific

results among scientists and to the agencies which wish to use the

results in some applied form. A major effort is underway to improve
such communications and to strengthen the means of handling and
disseminating scientific information.
Through its many research and development programs the Federal

Government now supports more than two-thirds of the total national

expenditures for this purpose. Almost two-thirds of Federal funds

for research and development are expended through contracts with
private industry. A little over 20 percent are expended for direct

research and development by Federal scientists and engineers in

agency laboratories. Only about 13 percent of Federal funds are

spent through contracts with and grants to universities and other

nonprofit institutions.

In connection with that portion of research and development con-

ducted in universities, it is important to recognize the dual impact
of research carried out by faculty members assisted by graduate
students. The interaction of education and research in the university

environment contributes materially not only to the advancement of

research but also to the training of the scientific and technical man-
power needed for the future.

DEPARTMENT OF DEFENSE MILITARY

The research and development programs of the Department of

Defense include basic and applied research; exploratory, advanced,

and engineering development of new components and systems with

possible military applications; and development of weapons systems
approved for introduction into the operational forces. The principal

amounts for these purposes and for the operation of research and
testing facilities of the Department are carried in the budget in the

research, development, test, and evaluation appropriations. As indi-

cated in table H-4, certain supporting amounts are provided in the

military personnel, procurement, operations and maintenance, and
military construction appropriations. Research and development
related to civil defense and military assistance are financed under
those headings.

Of the totals shown in table H-4 for 1965, 3% is for basic scientific

research with about 23% providing for all research including experi-

ments with extensive equipment requirements. Approximately 77%
is for development, test, and evaluation of new military weapons and
equipments.
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Table H-4. EXPENDITURES OF THE DEPARTMENT OF DEFENSE-
MILITARY—RESEARCH AND DEVELOPMENT (in millions of dollars)

Purpose and budget title
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Table H-5. OBLIGATIONS OF THE DEPARTMENT OF DEFENSE-
MILITARY—RESEARCH AND DEVELOPMENT (in millions of dollars)

Purpose and budget title 1963
actual

1964
estimate

1965
estimate

Conduct of research and development:

Research, development, test, and evaluation:

Military sciences

Aircraft and related equipment
Missiles and related equipment
Military astronautics and related equipment
Ships, small craft, and related equipment
Ordnance, combat vehicles, and related equipment-

Other equipment

Programwide management and support

Emergency fund

Total, direct obligations, research, development,

test, and evaluation

Military personnel

Procurement
Operations and maintenance

Civil defense

Military assistance.

Total, direct obligations for the conduct of research

and development

Research and development facilities: Military construc-

tion

Total, direct obligations for research and develop-

ment

925.7

724.1

2,525.4

1,234.8

223.9

249.0

513.7

490.2

6.886.8

238.8

72.7

73.3

II.

.1

7,282.7

87.2

7,369.9

888.2

967.9

2,140.0

1,263.9

265.1

329.3

638.1

536.5

101.0

7,130.0
248.4

87.3

44.9

10.

1.2

7,521.8

133.6

7,655.4

971.3

959.8

1,883.3

1,037.5

302.4

348.4

606.5

533.8

150.0

6,793.0

259.4

108.1

42.7

15.0

7,218.2

118.4

7,336.6

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

All the activities of the National Aeronautics and Space Adminis-
tration are classified as research and development for purposes of this

special analysis. The National Aeronautics and Space Administra-
tion is responsible for the development, test, and operation of space-
craft and vehicles for manned and unmanned exploration of space and
other nonmilitary applications, and for conducting the broad programs
of supporting research and development required for these purposes.
In addition, NASA is responsible for conducting research to advance
aircraft technology in support of both military and civilian interests.

The nature and estimated composition of the research and develop-
ment programs of NASA are shown on table H-6. The increases in

1965 in almost all categories result primarily from the successive large

increases in NASA appropriations provided in 1963 and 1964 to carry
out the expanded space program, principally to provide the facilities

and initiate the vast new development programs required for the top
priority program to achieve a manned lunar landing by the end of the

decade. A further substantial increase in total NASA appropriations
is not required in 1965, so expenditures are not expected to continue
to increase in future years at the high rate shown in 1965 and preced-
ing years.

The programs of scientific research in space include unmanned in-

vestigations in space with sounding rockets, se-tellites, and deep space
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Table H-6. EXPENDITURES OF THE NATIONAL AERONAUTICS AND
SPACE ADMINISTRATION FOR RESEARCH AND DEVELOPMENT

(In millions of dollars)

Program and type of activity
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ATOMIC ENERGY COMMISSION

The Atomic Energy Commission's program in research and develop-
ment accounts for more than half of AEC's annual expenditures.

Research programs, which in 1965 constitute approximately 25%
of the total conduct of research and development, are conducted in the
physical and biomedical sciences to secure a better understanding of

nuclear structure, nuclear processes, and the effects of nuclear radia-
tion on living organisms and systems. Of the total funds programed
for research, about 90% is considered to be basic or fundamental
research. The development programs include efforts to improve the
processes used in the production of special nuclear materials, to de-

velop improved types of nuclear weapons, and to improve the means
of obtaining useful power from nuclear reactions.

These programs are carried on in AEC's contractor-operated
laboratories, in universities, in other private research institutions, and
by private industry. In support of its activities for the conduct of

research and development, AEC provides laboratory facilities, re-

search equipment, and large research machines, such as nuclear
reactors and particle accelerators. In 1965 more than one-third of

AEC's expenditures of this sort will be in support of research in con-
trast to development.

Table H-7. EXPENDITURES OF THE ATOMIC ENERGY COMMISSION FOR
RESEARCH AND DEVELOPMENT (in millions of dollars)

Program
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In addition, AEC conducts programs for research in the biomedical
sciences and for the peaceful uses of isotopes and nuclear explosives.

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

The expenditures for research and development by the Department
will increase $42.3 million in 1965 over an estimated $753.6 million

in 1964. This increase is primarily to strengthen the programs of the

Public Health Service and reflects the additional emphasis being placed
on prevention and treatment of mental illness and mental retardation.

In addition to the $38 million spent in 1964, $6 million is included
to expand environmental health activities, primarily to study the long-
term effects of pollution on human health.

Expenditures for the National Institutes of Health include in-

creases for the new Institutes of Child Health and Human Develop-
ment and the Institute of General Medical Sciences.

The Office of Education is expanding its support for research to

improve course materials, strengthen teacher training programs, im-
prove teaching of the arts, to help smaller universities and colleges

develop educational research programs, and to demonstrate research
findings to school personnel. Expenditures for these programs will

total $23.8 million in 1965, an increase of $5.6 million over 1964.

NATIONAL SCIENCE FOUNDATION

The total expenditures of the National Science Foundation for

research and research facilities are estimated at $204.0 million in 1965
as compared with $175.1 million in 1964 and $142.1 million in 1963.

The 1965 budget will provide increased support for basic research
project grants; for the Antarctic research program; and for Project
Mohole, a program of research in the geology and geophysics of the

deeper layers of the earth. Support will be continued for U.S. par-

ticipation in the Indian Ocean Expedition and in the International

Year of the Quiet Sun. Additional funds are estimated in 1965 for

university nuclear research facilities, university computing facilities,

and specialized biological facilities. Support of the National Center
for Atmospheric Research and of two astronomy observatories will

continue, with provision in 1965 for the start of construction of a 150-

inch optical telescope at Kitt Peak, Ariz. In addition, the Founda-
tion is planning a substantial increase in its program of matching
grants for facilities related to research and science training.

DEPARTMENT OF AGRICULTURE

Expenditures of the Department for the conduct of research and
development are estimated at $187.2 million in 1965 as compared with
$181.4 million in 1964 and $162.4 milhon in 1963. The net increase of

$5.8 million in expenditures is composed of a number of expanded
research activities partly offset by the closing of several low priority

research locations. Funds will be available for staffing and operating
soil and water, entomology, poultry, and other laboratories recently

authorized by Congress. Research will be expanded on biological

controls, on nonchemical control methods, on the effects of pesticides

on animals, on pesticide residues in soils, on forest tree genetics, and
on other measures to avoid or minunize pesticide hazards.
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Additional funds will be available to continue the forest survey
and research on forest land management, including watershed studies.

Wood products research will be expanded and an addition to the
Forest Products Laboratory in Madison, Wis., will be started. Steps
will be taken to implement the Department's program in food and
nutrition research. Construction funds will be available to modernize
and rehabilitate portions of the National Agricultural Research Center
at Beltsville, Md., and to construct a new facility at Fort Collins,

Colo., to replace temporary buildings; $1.4 million additional will be
available for institutional-type grants to the agricultural experiment
stations at the land-grant universities.

Funds are being requested for the construction of the National
Agricultural Library at Beltsville, Md. Planning money was made
available in 1964.

Research projects overseas financed in excess currency countries

under Public Law 480 will be expanded to include basic studies of

value to agriculture.

DEPARTMENT OF THE INTERIOR

Expenditures of the Department of the Interior for research and
development are estimated at $130.8 million, compared with $116.1
million in 1964 and $100.4 million in 1963. About 22% of the 1965
amount will be spent on development programs including the con-
struction of research facilities; 47% on applied research; and the
remainder on basic research. Programs of the Bureau of Mines,
Fish and Wildlife Service, Geological Survey, Office of Coal Research,
and the Office of Saline Water make a significant contribution to the
research and development activities of the Department.
The 1965 budget provides for continuing research directed primarily

at improving the conservation and use of water, parks and monu-
ments, fish and wildlife, minerals, and other natural resources. In-

creased emphasis will be given to the study of the toxicological effects

of pesticides on fish and wildlife; and to the biological aspects of the
national oceanographic program. Geophysical and geochemical
studies of the upper mantle of the earth's crust that may ultimately
improve the technology of locating deep-lying mineral deposits are

scheduled for major expansion. Programs to increase the use of and
expand the markets' for coal and coal products will increase. Basic
studies and investigations of groundwater and groundwater character-

istics will be expanded; major efforts to discover low cost means of

converting saline to fresh water will be continued.

DEPARTMENT OP COMMERCE

Total expenditures for research and development are estimated at

$95 million in 1965, an increase of $9.3 million over 1964 and $28.5
million over 1963. Expenditures for research facilities decrease by
$1.7 million since construction of the new National Bureau of Stand-
ards laboratory complex will be substantially completed by the end of

the year. The $11 million net expenditure increase for the conduct
of research will provide modest strengthening of various programs for

transportation, business, and industry. Among these programs are
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weather prediction and forecasting, experimental nuclear ship opera-

tions, textile research, analysis of business conditions, and research

into transportation planning problems. Improvements are also fore-

cast in oceanography and geodesy, Federal research report distribu-

tion and reference services, patent classification and search, and sta-

tistical measurement of economic and social characteristics.

Two new programs will be undertaken by the National Bureau of

Standards. Approximately half of the $4.2 million expenditure in-

crease for these programs will be associated with contractual or

collaborative work. The National Standard Reference Data System
will constitute a comprehensive system for the identification, collec-

tion and verification of data on the properties and behavior of physical

materials. A program of engineering measurements and standards,

of principal benefit to consumer-oriented industry, will provide a basis

for collaboration with standardizing bodies and societies in the devel-

opment of codes, standards, and methodologies of testing. Expansion
is planned particularly for the development of criteria for evaluating

the performance of industrial products and processes.

FEDERAL AVIATION AGENCY

The Federal Aviation Agency will continue its efforts to develop
improved devices for air navigation and air traffic control. In addi-

tion funds were appropriated in 1964 to finance a design competition
for the construction of a civil supersonic transport aircraft.

Selected Scientific and Technical Activities of the Federal
Government

The following section presents six scientific and technical activities

of the Federal Government on a Government-wide basis. In these

fields, and in many other fields, the Office of Science and Technology
in cooperation with the President's Science Advisory Committee and
the Federal Council for Science and Technology is active in improving
the planning, coordination, and review of Federal research and devel-

opment programs. Expenditures for these scientific and technical

activities are included in the agency expenditures shown elsewhere in

this analysis.

medical research

Federal expenditures for medical and health-related research

activities are estimated at $1.3 billion in 1965. Nearly two-thirds of

this amount is expended by the National Institutes of Health, a

component of the Public Health Service, Department of Health,
Education, and Welfare. The seven disease-centered institutes

were augumented in 1963 by two new institutes more oriented toward
basic research and the total human life cycle. The increases in 1965
support growth for these two institutes and provide for training of

additional research personnel, particularly in mental health. Over
$30 million of NIH funds will go to industrial firms for testing and
evaluation of new chemicals and drugs for the treatment of cancer,

cardiovascular diseases and mental illness. Other bureaus of the

Department of Health, Education, and Welfare are also expanding

7OO-000 0—64 27
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Table H-8. OBLIGATIONS OF FEDERAL AGENCIES FOR MEDICAL AND
HEALTH RELATED RESEARCH (in millions of dollars)

Agency 1963
actual

1964
estimate

1965
estimate

Department of Health, Education, and Welfare:

Public Health Service

(National Institutes of Health)

Other .-

Total, Department of Health, Education, and
Welfare

Department of Defense

Atomic Energy Commission
National Aeronautics and Space Administration

Veterans Administration

Department of Agriculture

National Science Foundation

Other.-

Total, medical and health related research

Total, conduct of research

Total, research facilities

686.6

(623.9)

19.9

825.6

(727.8)

29.4

905.7

(811.5)

37.4

706.5
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That Department has also recently been made responsible for de-
veloping a plan to achieve the maximum integration of both weather
services and supporting research, consistent with the effective and
economical accompUshment of agency mission requirements. In
addition, the Federal Council for Science and Technology, through
its Interdepartmental Committee for Atmospheric Sciences, reviews
and evaluates all research and development in the field of atmospheric
sciences, including research supporting weather systems. Further
advice regarding these research and development activities is obtained
from a panel on atmospheric sciences of the President's Science
Advisory Committee.
The introduction of computers, radar, rockets, and satellites have

greatly enhanced capabilities for observing the atmosphere. Prob-
lems associated with air pollution, fallout of atomic debris, super-

sonic and space flight, and the possibility of weather control have
caused increasing emphasis to be given to the atmospheric sciences.

In 1965, funds programed for research and development in this broad
field (which includes studies of the upper atmosphere and the atmos-
pheres of other planets as well as more conventional weather phe-
nomena) are estimated to total $227 million, an increase of $26 million

over 1963. Of this total, $119 million is for aeronomy—the science

of the upper atmosphere. Meteorological programs, which are con-
cerned with the behavior of the lower atmosphere (generally within
100 kilometers of the earth's siu"face) are described in detail below.

Table H-9. OBLIGATIONS FOR FEDERAL PROGRAMS IN METEOROLOGY

(In millions of dollars)

Summary Table
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The increase in obligations in 1964 over 1963 for both operations
and research results chiefly from acceleration of meteorological satellite

activities. In 1965 Weather Bureau obligations for satellite operations
will decrease $3.1 million and NASA obligations for development of
meteorological satellites by $27 million as its work on the TIROS and
NIMBUS spacecraft approaches completion. Exclusive of these
changes, civil programs show modest growth. Funds for military
meteorology remain at about $146 million through 1965.

Table H-10. OBLIGATIONS FOR FEDERAL METEOROLOGICAL OPERA-
TIONS, 1965 (in millions of dollars)

Agency
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equipments both reduce the need for expensive ground communica-
tions and speed up receipt of data. In excess of 20 such equipments
are now operating in the United States; an additional 20 sets have
been obtained by the mihtary services for use overseas; and 8 more
have been purchased or constructed by foreign governments.

Table HI 1. OBLIGATIONS FOR FEDERAL METEOROLOGICAL RESEARCH
AND DEVELOPMENT PROGRAMS, 1965 (in millions of dollars)
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expanded in 1965 to provide more funds for study of basic atmospheric
problems and to provide facilities not elsewhere available for use by
the scientific community.

OCEANOGRAPHY

The National Oceanographic Program of the Federal Government
for 1965 will total $138.1 million. This program is reviewed and co-

ordinated on a Government-wide basis by the Interagency Committee
on Oceanography of the Federal Council for Science and Technology.
This committee appraises various agency programs to direct effort

toward long-range goals, avoid overlapping work, and support new
and priority projects.

Table H-12. OBLIGATIONS OF FEDERAL AGENCIES FOR OCEANOGRAPHY
(In millions of dollars)

Agency
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As shown in table H-13 the oceanographic program includes re-

search, development of instrumentation and facilities (66%), ocean
surveys and data collection (19%) and ship construction (15%). The
research program is directed to the description and understanding of

the physical and chemical properties of the "world ocean"; the effect

of the interrelationship of the ocean and the atmosphere; the dis-

tribution of marine organisms; the present structure of the ocean floor

and its history; and the modification of the ocean by human activities.

The survey program provides basic data to support the research
program.

SPACE PROGRAMS

As shown on table H-14, expenditures for the total Federal space
programs are estimated at $6.7 billion in 1965, a $555 million increase

over 1964. New obligational authority decreases $97 million from the
high level of $7 billion reached in 1964. Virtually all of the amounts
for the space programs are classified as research and development and
are included in the totals in this special analysis.

Table H-14. NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES FOR
FEDERAL SPACE PROGRAMS (in millions of dollars)

Agency
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for space applications and amounts for aerospace safety and reactor
research. The Weather Bureau amounts are primarily those related

to the establishment of an operational meteorological satellite system
which, therefore, are not included in the totals for research and devel-
opment in this special analysis. The amounts for the National Science
Foundation are for research in astronomy using rockets and satellite-

borne observation instruments.

WATER RESEARCH

The Federal program for water resources research will total an
estimated $73 million in 1965.

TableH-15. OBLIGATIONS OF FEDERAL AGENCIES FOR WATER
RESEARCH AND SURVEYS (in millions of dollars)

Agency
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SCIENCE INFORMATION

Under the impetus of the Committee on Scientific Information of the
Federal Council for Science and Technology, individual agencies are
improving their scientific and technical information programs. Ex-
amples of such activity include the recent reorganization of the Armed
Services Technical Information Agency, redesignated the Defense
Documentation Center, to cope with the increasing demands for its

services; the establishment by the National Library of Medicine of

MEDLARS, a computerized system designed to speed the access to

medical research literature; the standardization of microforms for

Government research and development documents ; and the establish-

ment of a standard descriptive cataloging system for the Federal
Government. Further, the agencies continue their efforts to obtain
more reliable cost data on science information activities to assist them
in formulating more comprehensive program objectives and in de-
veloping measures for management improvement.
The budgetary data available for 1965 reflect a recognition that

the timely flow of scientific and technical information is essential

to the prudent management of the Nation's research and development
programs. Increased research and development is planned for scien-

tific communication and documentation particularly in the area of

advanced mechanization techniques. Increases are also programed
for the publication and distribution of documents to coincide with the
anticipated growth of published scientific materials and for biblio-

graphic and reference services to reflect agency expansion of these

services and the establishment of new specialized information and
evaluation centers. Also reflected in the 1965 budget are certain

recent Federal policy decisions designed to improve the handling of

scientific and technical information. These include the establishment
of a National Standard Reference Data System at the National
Bureau of Standards to provide scientists and engineers with critically

evaluated numerical data in the physical and engineering sciences

necessary for the research and development process and the transfer

to the National Science Foundation of fiscal and managerial responsi-

bility for the Science Information Exchange. Budgetary increases

are also programed for the SIE to permit continuation of its expanded
coverage of the physical sciences and for the Office of Technical
Services of the Department of Commerce to reflect its growing clear-

inghouse function for Government research and development
documents.
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Table H-16. ADMINISTRATIVE BUDGET EXPENDITURES FOR FEDERAL
RESEARCH AND DEVELOPMENT PROGRAMS (in millions of dollars)

Based on existing and proposed legislation



Special Analysis I

FEDERAL AID TO STATE AND LOCAL GOVERNMENTS

Federal aid to State and local governments in recent decades has
become a major factor in the cooperative financing of essential gov-
ernment functions. The rudiments of the present system date back
about 100 years to the enactment in 1862 of the Morrill Act, which
established land-grant colleges and instituted certain federally re-

quired minimum standards characteristic of the present grant-in-aid

system. Federal aid was later initiated for agriculture, highways,
vocational education and rehabilitation, forestry, and public health.

In the depression years, Federal aid was extended to meet economic
security and other social welfare needs.

In 1965 Federal financial assistance to State and local governments
under existing or proposed programs will total an estimated $10.6
billion, including net expenditures of $6.5 billion from regular budget
accounts and $4 billion from the Highway and Unemployment trust

funds. The total includes $188 million under proposed legislation,

of which $70 million is for education, $55 million is for youth employ-
ment programs, and the remaining $63 million is for community work-
training, increased contributions to the District of Columbia, urban
transportation assistance, recreation planning and land acquisition,

and hospital construction.

Federal Aid to State and Local Governments
Budget and Trust Fund Expenditures

S Billions

!2-

1954 1955 1956 1957 1958 1959 I960 1961 1962 1963 1964 1965

Fiical Y«an Estimate

427
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The growth of Federal aid 'programs.—In 10 years, total Federal aid

to State and local governments will have more than tripled, rising

from $3.1 billion in 1955 to an estimated $10.6 billion in 1965. In the
same period, expenditm^es by State and local governments from
their own funds will have more than doubled. Although the number
and variety of Federal aid programs have increased markedly in the
last several decades, more than 60% of total expenditures in 1965 for

assistance to State and local governments will be for highway con-
struction and public assistance grants. In the decade ending in

1965, highway construction grants wiU have increased more than
sixfold, rising from $586 million in 1955 to an estimated $3.6 billion

in 1965, the largest increase in Federal aid for any purpose during this

period. Grants for public assistance will have doubled since 1955,
increasing from $1.4 billion to an estimated $2.8 billion in 1965.

Increasing population and rapid urbanization have led to greater
responsibility, particularly at the State and local level, for providing
essential public services in education, health, housing, urban renewal,
highways and public transportation. Continuing economic change
has stimulated programs for safeguarding the economic security of

individuals. While the major burden of such public services rests

with the approximately 90,000 State and local governmental jurisdic-

tions, the Federal Government plays a vital role, both through direct

operation of programs and by providing financial assistance to State
and local governments.
The provision of public services can be facilitated through improved

intergovernmental cooperation and coordination concerning revenue
sources and expenditure programs. The Advisory Commission on
Intergovernmental Relations, established in 1959 for this and other
purposes, is continuing to make valuable contributions in identifying
areas in which interlevel action could improve the eflBciency of the
several levels of government in our Federal system.

Major program changes jor 1965.—For 1965, the total of budget
and trust fund expenditures under existing and proposed programs
for financial assistance to other levels of government is expected to be
$391 million more than in 1964 and $1.8 billion more than the actual
total for 1963. This change reflects both significant increases and
decreases in several of the grant-in-aid programs. The major in-

creases over the 1964 estimate are expected to be in the educational
assistance programs which are estimated to rise by $213 million to a
total of $798 million reflecting recently enacted higher and vocational
education bills and proposed new legislation; in the housing and
community development programs which wiU rise by $190 million to a
total of $705 million ; and in total Federal aid to highway construction
which is estimated to increase by $94 million to $3.6 billion. Smaller
increases will occur in other programs including employment service,

school lunch, environmental health, and maternal and child welfare
programs.

Significant decreases in 1965 are expected to occur (1) in the distri-

bution of surplus food commodities which will decline by $75 million

(2) in accelerated public works which will decline by $17 million and
(3) in public assistance, where a decline in expenditures of $132
million will be offset by a drawing down of cash balances held by the
States, so that obligations in 1965 will continue to increase. Smaller
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decreases occur in national defense, disaster relief, and community
health programs, and in special grants to Alaska.

New legislation proposed for 1965.—Federal aid to State and local

governments will be affected by several of the recommendations for

legislative change which are provided for in the 1965 budget. A
large part of the $718 million in total new obligational authority

requested for education legislation will be for aid to State and local

governments. Because expenditures lag behind authorizations, how-
ever, it is expected that there will be only $70 million in expenditures

for grants-in-aid in 1965. Grants under the Youth Employment
Act, pending in Congress, are estimated to be $55 million in 1965.

Among the other recommendations for legislative change for which
specific amounts are included in this analysis are: (1) recreation

planning and land acquisition, $9 million; (2) urban transportation

assistance grants, $10 million; (3) increased Federal payments to the

District of Columbia, $5 million; (4) hospital construction activities,

$5 million; and (5) community work-training programs, $35 million.

Federal aid programs by function and agency.—In 1965, Federal aid

for health, labor, and welfare activities will amount to $4.2 billion,

40% of the total. Of this amount $3.4 billion, including $2.8 billion

for public assistance grants, wUl be for programs administered by the

Department of Health, Education, and Welfare. About 38% of

total Federal aid, or $4 billion, will be spent for commerce and trans-

portation activities of which highway construction under the De-
partment of Commerce will account for $3.6 billion. Most of the

remaining 22% will be distributed among education (8%), housing
and community development (7%), and agriculture and agricultural

resources (5%). The detailed table at the end of this analysis lists

the various programs of Federal aid to State and local governments
by function, type of aid, agency, and major program groups.

Table I-l. FEDERAL-AID BUDGET AND TRUST FUND EXPENDITURES
BY AGENCY (in millions of dollars)

Agency 1963
actual

1964
eatimate

1965
estimate

Elxecutive Office of the President

Funds appropriated to the President

Department of Agriculture

Department of Commerce
Department of Defense—Military

Department of Defense—Civil

Department of Health, Education, and Welfare-

Department of the Interior

Department of Labor .

Department of State

Treasury Department
Federal Aviation Agency
General Services Administration

Housing and Home Finance Agency
Veterans Administration

Other independent offices

District of Columbia '

48.7

848.3

3.028.3

40.5

18.6

3,628.9

138.8

330.4

7.3

58.1

51.5

.1

502.6

8.2

7.7

62.7

.4

298.3

979.0

3,570.4

42.5

18.0

3,967.0

145.8

408.5

5.6

58.7

75.3

1.5

525.7

8.3

8.6

63.2

1.5

266.0

916.2

3.668.1

37.0

16.5

4,086.7

154.0

487.0

5.6

61.0

75.7

2.0

688.5

7.9

8.9

85.2

Total, budget and trust fund expenditures for Federal aid. 8.780.7 10.177.0 10.567.7

' Represents Federal payments, contributions, and loans to the District of Columbia for operations
and capital improvements.
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In 1965, Federal-aid budget and trust fund expenditures will be
incurred primarily under programs administered by the Department
of Health, Education, and Welfare (39%) and the Department of

Commerce (35%). Federal-aid expenditures by other agencies

will make up the remaining 26% of the total, with the largest amounts
by the Department of Agriculture, 9%; the Housing and Home
Finance Agency, 7%; and the Department of Labor, 5%.

Federal aid in relation to total Federal and State-local outlays.—
Estimated Federal aid in 1965 to State and local governments from
budget accounts alone of $6.5 billion will represent approximately
7% of total Federal budget expenditures. Total financial aid from
budget and trust accounts of $10.6 billion will represent about 9% of

estimated total Federal cash payments to the public. As a source of

State and local revenue. Federal-aid payments from both trust fund
and budget accounts in 1963 was about one-seventh of all general

revenue available to these jurisdictions.

Table 1-2. FEDERAL-AID EXPENDITURES IN RELATION TO TOTAL
FEDERAL EXPENDITURES AND TO STATE-LOCAL REVENUE
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Table 1-3. FEDERAL AID TO STATE AND LOCAL GOVERNMENTS
(In millions of dollars)

Agency and program
Func-
tional
code

1963
actual

1964
estimate

1965
estimate

BUDGET ACCOUNTS!

Grants-in-aid
National defense:

Executive Office of the President:

Office of Emergency Planning: Federal contributions

and State and local planning

Department of Defense—Military: Civil defense shelters

and financial assistance

Construction of Army National Guard centers

Total, national defense.

International affairs and finance:

Department of State: East-West Cultural and Tech-
nical Interchange Center

Agriculture and agricultural resources:

Department of Agriculture:

Commodity Credit Corporation and Agricultural

Marketing Service: Removal of surplus agricultural

commodities and value of commodities donated
Watershed protection, flood prevention, and resource

conservation and development
Cooperative agricultural extension work
Agricultural experiment stations

Payments to States, territories, and possessions. Agri-

cultural Marketing Service

Total, agriculture and agricultural resources.

Natural resources:

Department of Agriculture: Forest protection and util-

ization

Department of Defense-Civil: Corps of Engineers:

Payment to California, flood control ..

Department of the Interior:

Bureau of Reclamation: Disposal of Boulder City and
Coulee Dam communities

Bureau of Indian Affairs: Resources management
Drainage of anthracite mines _.

Federal aid for fish and wildlife restoration

Proposed legislation: Land and water conservation

fund: Recreation planning and land acquisition

Total, natural resources

Commerce and transportation:

Funds appropriated to the President: Public works
acceleration

Department of Commerce:
State marine schools

Forest and public lands highways
Control of outdoor advertising

Area redevelopment assistance

Federal Aviation Agency: Federal-aid airport program.

See footnotes at end of («ble. p. 435.

059

051

051

153

351

354

355

355

355

402

401

401

401

403

404

405

507

502

503

503

507

501

21.3

19.2

40,4

7.3

353.5

57.5

72.0

37.0

1.4

521.

16.0

17.0

.1

.7
*

20.0

53.9

15.1

.4

38.6

2.9

51.5

.4

27.5

15.0

42.9

5.6

416.2

57.4

77.4

40.2

1.5

592.7

28.5

8.4

.2

17.2

55.2

260.8

.4

39.6

2.0

10.0

75.3
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Table 1-3. FEDERAL AID TO STATE AND LOCAL GOVERNMENTS
(In millions of dollars)—Continued

Agency and program
Func
tional

d

1963
actual

1964
estimate

1965
estimate

BUDGET ACCOUNTS i— Continued

Grants-in-aid— Continued

Commerce and transportation—Continued

Small Business Administration: Research and manage-
ment counseling ^

Total, commerce and transportation.

Housing and community development:

Housing and Home Finance Agency:
Low-income housing demonstration program
Low-rent public housing program
Urban renewal and planning

Proposed legislation: Urban transportation assist-

ance

Open space program
National Capital Planning Commission: Acquisition of

lands in Maryland
District of Columbia:

Federal payment and contribution.

Proposed legislation: Increased payments

Total, housing and community development.

Health, labor, and welfare:

Funds appropriated to the President: Disaster relief

Department of Agriculture: School lunch, special milk,

and food stamp programs
Department of Health, Education, and Welfare:

Hospital construction activities.

Proposed legislation: Hospital construction activities..

Portion to private, nonprofit institutions ^

Construction of waste treatment facilities...

Community health activities

Environmental health grants

National Institutes of Health:

Operating grants

Mental health facilities

Maternal and child welfare

Mental health facilities, Alaska

Hospital and medical care, Hawaii
Indian health facilities.^

Public assistance

Proposed legislation for community work -training

Vocational rehabilitation

Department of Labor: Proposed legislation for youth em-
ployment opportunities

Total, health, labor, and welfare.

Education:

Department of Health, Education, and Welfare:

Assistance to schools in federally affected areas

Defense educational activities:

Assistance for elementary and secondary education.

Other aid to education

506

551

552

553

553

553

555

555

555

655

655

651

651

651

651

651

651

651

651

651

651

651

651

653

653

655

652

701

701

704

108.6

170.3

199.3

.2

30.3

400.2

30.5

281.1

182.5

(113.0)

51.7

34.5

5.8

18.7

73.4

.3

1.5

.3

2,729.6

388.4

2.0

191.0

252.0

8.7

37.5

491.3

34.5

320.1

190.1

(114.0)

75.0

50.2

6.3

10.0

94.0

.2

1.2

370.5

3.0

208.2

331.6

9.6

14.6

50.0

4.8

621.9

22.4

339.2

192.0

5.0

(119.0)

75.0

41.4

13.0

10.0

3.0

116.0

1.2

73.2

2,947.6

""""89^5"

5.0

2,781.0
35.0

93.2

55.0

3,483.0 3,823.5 3,782.5

330.0

48.1

14.9

339.1

60.6

16.9

386.6

74.8

17.0

See footnotes at end of table, p. 435.
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Table 1-3. FEDERAL AID TO STATE AND LOCAL GOVERNMENTS
(In millions of dollars)—Continued

Agency and program
Func-
tional
ode

1963
actual

1964
estimate

1965
estimate

BUDGET ACCOUNTS i—Continued

Grants-in-aid—Continued

Education—Continued

Department of Health, Education, and Welfare—Con.

Higher education construction

Assistance to land-grant colleges

Vocational education

Grants for library services

Teaching of the blind

Training teachers of the handicapped

Educational television facilities

Proposed education legislation

Department of the Interior: Bureau of Indian Affairs:

Education and welfare services

Total, education.

Veterans benefits and services:

Veterans Administration:

Aid to State homes
State supervision of schools and training establishments.

Total, veterans benefits and services.

General government:

Funds appropriated to the President: Transitional grants

to Alaska

Department of the Interior: Grants to territories and
Alaska public works

General Services Administration: Hospital facilities in

the District of Columbia

Total, general government.

Total, grants-in-aid

Shared revenue
Natural resources:

Department of Agriculture: National forest and grass-

land funds, payments to States and counties

Department of Defense—Civil: Corps of Engineers:

Flood Control Act of 1 954 payments
Department of the Interior:

Payments to States and counties from grazing receipts,

sales of public lands and proceeds, and national

grasslands

Boulder Canyon project, payments to Arizona and
Nevada

Oregon and California land-grant fund payments
Payments to Coos and Douglas Counties, Oregon
Mineral Leasing Act payments
Payments to counties, Migratory Bird Conservation

Act and national grasslands, and payments to

Alaska, Alaska Game Law and Pribilof Islands fund.

See footnotes at end of table, p. 435.

702

704

704

704

704

704

700

704

14.5

41.5

7J
.7

.5

7.7

804

805

910

910

905

402

401

401

401

402

402

403

404

465.2

7.4

.9

8.2

3.1

22.3

.1

25.5

5.113.8

27.8

1.6

.6

15.4

.7

47.1

1.3

2.0

14.5

57.1

7.5

.7

.9

1.9

1.5

8.6

511.3

7.5

8.3

3.0

29.3

1.5

33.8

5.953.0

30.7

1.7

I.O

.6

15.0

.3

47.6

26.1

14.5

108.4

7.5

.8

3.8

4.8

69.9

9.1

723.3

7.5

.5

7.9

18.4

2.0

20.5

6.148.9

31.8

1.8

1.1

.6

18.0

49.3

2.2

700-000 O—64- -28
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Table 1-3. FEDERAL AID TO STATE AND LOCAL GOVERNMENTS
(In millions of dollars)—Continued

Agency and program
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Table 1-3. FEDERAL AID TO STATE AND LOCAL GOVERNMENTS
(In millions of dollars)—Continued

Agency and program



Special Analysis J

PRINCIPAL FEDERAL STATISTICAL PROGRAMS

This analysis summarizes the principal statistical programs of the

Federal Government in the 1965 budget which provide general-purpose

statistical information for the use of the Government and the public.

The programs are presented in two categories: current and periodic.

Fiscal 1965 recommendations for current programs, reflecting con-
tinuing year-to-year statistical activity in the various agencies, pro-

vide for a total of $94.3 million, an increase of $9.1 million over the

amount available for 1964. Recommendations for periodic pro-

grams—the large scale census-type surveys characteristically taken
once or twice a decade—amount to $26.5 million in obligations

for 1965.

The continuing objectives of the Federal statistical system are to

provide accurate, comprehensive, and timely data needed for the

operations of the Government, to furnish the public with information

about the functioning of the economy and the welfare of the people, and
to insure efficient utilization of Government resources and minimum
burden on respondents. The attainment of these objectives requires

continuous evaluation of the needs for statistical information. The
programs included in this budget reflect the most urgent of the specific

needs for data identified by Government agencies and emphasized
in appraisals of the adequacy of existing economic and social statistics

by the Joint Economic Committee of the Congress, the Subcommittee
on Census and Government Statistics of the House Committee on
Post Office and Civil Service, the President's Committee To Appraise
Employment and Unemployment Statistics and other groups repre-

senting business, labor, and research organizations.

The functions of collection, processing, and analysis of current gen-

eral-purpose statistical information are often closely related to other

agency objectives. To indicate the interrelationships of the statistical

programs carried out by different agencies and to aid in evaluating the

Government's overall statistical system, the significant components of

current Federal statistical activity are brought together and classified

by broad subject areas in this special analysis. These areas and the

amounts involved are summarized in table J-1.

The current statistical programs included in this analysis represent

the entire programs of some agencies but only that portion of the

programs of other agencies constituting general purpose statistical

activity. Some statistical activity is not included.

The periodic statistical programs for which funds are provided in

1965 to the Bureau of the Census include the 1963 economic censuses,

the 1964 Census of Agriculture, initial phases of the national housing
inventory and preparatory work on the 1970 censuses. In addition,

modest provision is made for the Census Bureau's program to develop
and modernize automatic data handling equipment.
The agencies and amounts involved in both the current and periodic

statistical programs included in this analysis are shown in table J-2.

436
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Table J-l. OBLIGATIONS FOR PRINCIPAL CURRENT STATISTICAL
PROGRAMS, BY BROAD SUBJECT AREAS (in millions of dollars)

Program 1963
actual
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Table J-2. OBLIGATIONS FOR PRINCIPAL STATISTICAL PROGRAMS, BY
AGENCY (in millions of dollars)

Agency 1963
actual

1964
estimate

1965
estimate

CURRENT PROGRAMS

Department of Agriculture:

Economic Research Service...

Statistical Reporting Service

Department of Commerce:
Bureau of the Census
Office of Business Economics

Department of Defense: Corps of Engineers: Commercial sta-

tistics

Department of Health, Education, and Welfare:

Office of Education : Educational statistics

National Center for Health Statistics

Social Security Administration: Statistical and research activ-

ities

Welfare Administration: Statistical and research activities

Department of the Interior: Bureau of Mines: Mineral statistics.

Department of Labor:

Bureau of Employment Security: Statistical activities

Bureau of Labor Statistics

Office of Manpower, Automation and Training: Statistical

activities

Treasury Department: Internal Revenue Service: Statistical

reporting

Civil Aeronautics Board: Statistical and research activities

Federal Home Loan Bank Board: Statistical activities

Federal Trade Commission : Financial statistics

Housing and Home Finance Agency: Urban studies and housing

research

Interstate Commerce Commission: Transport economics and
statistics

National Science Foundation: Statistics and research

Securities and Exchange Commission: Operational and business

statistics

Total, current programs ,

PERIODIC PROGRAMS

Department of Commerce: Bureau of the Census:

Eighteenth Decennial Census

1962 Census of Governments
1 963 economic censuses

1964 Census of Agriculture

Preparation for Nineteenth Decennial Census

Modernization of data processing equipment

National Housing Inventory

Department of Labor: Bureau of Labor Statistics: Revision of

Consumer Price Index

Total, periodic programs

Total, principal statistical programs.

8.8

9.3
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Index to the remaining 6 of the 22 Standard Metropolitan Statistical

Areas with 1960 population over a million persons. Funds are also

provided for the construction of wholesale price indexes for selected
mdustries on a basis comparable with that on which other major
economic measures are presented.

Production and distribution statistics.—A substantial part of the
increase for this activity supports the program to improve the crop
and livestock estimates initiated in 1961, and for continuation of the
program of expanded cattle-on-feed statistics started in 1964. In-
creases are provided to the Bureau of the Census to update the sample
of stores reporting retail trade statistics, to initiate a series on retail

inventories, and to improve export statistics.

Construction and housing statistics.—Most of the increase recom-
mended in this area is for the Housing and Home Finance Agency to

strengthen and expand its statistical and research programs, primarily
in the field of basic housing market data. Additional funds are

provided for the Census Bureau to permit direct measurement of

construction projects in the western States.

National income and business financial accounts.—A major part of

the increase in this area is for the Department of Commerce to extend
and improve the basic information and estimates of the national
economic accounts. Particular emphasis is placed on the need to

meet an intensified demand for new information on the U.S. balance
of payments. Projects include the strengthening of the data and
analysis on international investments and transactions, improved esti-

mates for the trade and service industries, extension of the detail for

income size distributions, and improvement in statistical techniques
for analysis of economic trends. Funds are also provided to the

Internal Revenue Service to permit greater utilization in tax admin-
istration and other uses of statistics developed from tax returns and
to the Securities and Exchange Commission for improvement of sta-

tistics on securities markets operations.

PERIODIC PROGRAMS

Major censuses for which funds are included in this budget are the

1963 economic censuses and the 1964 Census of Agriculture. In 1965,
work on the economic censuses covering manufacturing and mineral
industries, retail, wholesale and service trades, and selected areas of

transportation activity will consist primarily of the tabulation and
preparation of data for publication. The field enumeration of the

Census of Agriculture, which will occur in the fall of 1964 after com-
pletion of the 1964 harvest, represents the major portion of the

expenditure in the taking of this census. Provision is also made for

the initial phases of a National Housing Inventory to be taken in fiscal

1966 and on continuation of preparatory work on procedures for use in

taking the 1970 population and housing censuses. In addition, funds
are recommended to carry on the Census Bureau's program to develop
and modernize automatic data handling equipment.



Special Analysis K

FOREIGN CURRENCY AVAILABILITIES AND USES

Many agencies of the Government are engaged in activities through-
out the world which involve payments in foreign currencies. From
some governmental activities, particularly the sale on concessional
terms of surplus agricultural commodities, foreign currencies accrue
to the Government without purchase with dollars. This analysis

presents in summary form data on foreign currency availabilities and
uses.

Most currencies accrue to the credit of the United States because
of past or current international agreements authorized under several

laws. In most cases, these international agreements deal (1) with
sales arrangements, wherein commodities (usually surplus agri-

cultural commodities) are sold to foreign purchasers for local curren-
cies, or (2) with loans, wherein dollars or foreign currencies themselves
are lent to foreign borrowers and may be repaid in the currency of

the borrower. Currencies also become available in much smaller
amounts under other kinds of international agreements and from the
normal operations of the U.S. Government abroad.

Table K-1. CASH AVAILABILITY OF FOREIGN CURRENCIES
(In millions of dollar equivalents)
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U.S. use currencies are further divided between those which are

excess and those which are nonexcess. The excess currencies are

those of which the Treasiu*y has found (after reviewing the amounts
of currency on hand, prospective receipts for U.S. uses, and pro-

spective requirements) the supply to be great enough to more than
cover the demand for the next 2 or 3 years. For 1965, a prospective
excess condition is anticipated in Burma, India, Israel, Pakistan,
Poland, United Arab Republic (Egypt), and Yugoslavia. In addition

to these countries, Indonesia and Syria were designated as excess

currency countries during 1963, and Indonesia during 1964.

Some nonexcess U.S. use ciu-rencies are restricted by conditions
which have been placed on their use by international agreement.
Although the policy in recent years has been to avoid such restrictions,

some restricted currencies under old agreements are still on hand.
Up until December 31, 1963, some U.S. use currencies on hand were

also restricted by administrative action, authorized by law, reserving

currencies for use by specific programs. Section 508 of Public Law
88-257 authorizes the Treasury to maintain currencies reserved by
administrative action in "unfunded accounts." The equivalent of

approximately $112 million of previously reserved currencies was
made available for current unrestricted use, to be replaced when
needed for the purpose for which they were reserved. Estimates
for 1965 assume that this provision will be continued.

Limits on uses ojjoreign currencies.—International agreements, and
in many cases the nature of the economy on which they are a claim,

still restrict the use of the greater part of currencies accruing to the
credit of the United States.

First, sales of agricultural commodities, through which most of the
currencies are acquired, are often largely concessional. In these
transactions the international financial position of the purchasing
country is usually such that it must minimize the real cost of the sales

to itself in terms of export of its resources. As a result, large amounts
of currencies acquired by the United States from the sale of farm
commodities are restricted by the sales agreement so they can only
be loaned or granted back to the buying country.

Second, virtually all of thcf currencies are inconvertible under the
laws and regulations of the purchasing countries. This means they
cannot be freely used to buy goods in third countries. Neither can
they be exchanged for another currency which we may be able to use.

Need jor foreign currencies.—Many agencies of the U.S. Govern-
ment carry on activities overseas in which foreign currencies are

needed. As indicated in table K-2, the need for foreign currencies
in U.S. operations often does not correspond to their availabihty on
a country-by-country basis. A strong effort is made at the time that
commodity sales agreements are negotiated to obtain the maximum
amount for U.S. uses to which the other government will agree, in

those countries in which we have an insufficient supply of currencies.

Despite this, in the normal course of its worldwide operations the
Government must purchase large amounts of the currencies of many
countries while at the same time it is accumulating large inconvertible
balances of others.
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Procedure jor use of foreign currencies.—Normally, when an agency
requires foreign currencies to carry out its activities, the disbursing

officer must, by Treasury regulation, use currencies owned by the

U.S. Government if they are available. If the particular foreign

currencies required are not available, they must be purchased through
banking channels. Expenditures of U.S. owned currencies are

ordinarily charged to appropriations at the rate at which currencies

could be obtained for official U.S. disbursements. Thus foreign

currency expenditures are reported on a comparable basis whether
they are owned by the United States or obtained from commercial
sources.

U.S. use currencies expended for agency programs are generally

reflected in Treasury and agency accounts and in the budget as dollar

expenditiu-es as they are used, with a corresponding credit to mis-

cellaneous receipts or to the fund (e.g.. Commodity Credit Corpora-
tion) which financed the transaction from which the currency derived.

Table K-2. FOREIGN CURRENCIES
REQUIREMENTS, 1965 (in
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U.S. iLses of foreign currencies.—Table K-3 summarizes foreign

currency transactions of U.S. use currencies as they are reflected in

the budget.

Table K-3. SUMMARY OF FOREIGN CURRENCY TRANSACTIONS, U.S. USES
(In millions of dollar equivalents)
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Recommendations for special uses, 1965.—Most U.S. uses of foreign

currencies are covered by unrestricted dollar appropriations. For
those situations where ciurencies are available in the Treasury in

excess of amounts needed for regular appropriations, separate appro-
priations are proposed for special foreign currency programs. These
appropriations are summarized in table K-4.

Table K-4. SPECIAL FOREIGN CURRENCY PROGRAM APPROPRIATIONS-
NEW OBLIGATIONAL AUTHORITY (in thousands of dollar equivalents)

1963
enacted

1964
estimate

1965
estimate

Library of Congress: Collection and distribution of library

materials

Funds appropriated to the President: Agency for Inter-

national Development: American schools and hospitals

abroad

Department of Agriculture:

Agricultural Research Service: Salaries and expenses

Foreign Agricultural Service: Salaries and expenses

Department of Commerce:
National Bureau of Standards: Research and technical

services

Weather Bureau: Research and development..

Department of Health, Education, and Welfare:

Office of Education : Educational research

Office of Vocational Rehabilitation: Research and train-

ing.

Public Health Service: Scientific activities overseas

Department of Interior: Bureau of Commercial Fisheries:

Management and investigations of resources

Department of State:

Acquisition, operation, and maintenance of buildings

abroad.

Preservation of ancient Nubian monuments
United States Information Agency:

Salaries and expenses

Special international exhibitions

Total.

630

2.800

5,265

4,000

500

400

2,000

2,800

300

2,205

8,500

375

29,775

898

4.700

1,250

500

250

500

2.000

4,000

300

2,750

12,000

11,750

450

41,348

1.717

5.000

500

500

500

2.000

1,000

300

6.143

8.200
450

26.310

U.S. uses without dollar controls.—Unexpended balances remain for

Defense family housing and for exports to third countries from alloca-

tions given to agencies prior to 1961, when these uses were generally

made subject to appropriation requirements. A new authorization,

with the appropriation requirement waived, was made in 1963 to the

Agency for International Development, to permit the use of Indian

rupees in Nepal. These uses are summarized in table K-5.
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Table K-5. SUMMARY OF U.S. USES WITHOUT DOLLAR CONTROLS
(In thousands of dollar equivalents)

1963
actual

1964
eatimate

1965
otimate

New authorizations to expend foreign currency receipts

Agency for International Development
Department of State

Total authorizations

Expenditures:

Agency for International Development
Department of Defense

Department of State

United States Information Agency

Total expenditures

15.013

488

15.501

5.760

2.184

385

5

8,334

4.700

4.810

9.510

3.000

3.115

6.115

Country uses.—A far- larger amount of foreign currencies are used
outside of the appropriations process for loans and grants in the host
country. These are country use currencies which are committed by
the terms of the sales agreements of surplus agricultural commodities
to be used for programs of mutual benefit in agreement with the host
country. These purposes include the common defense, economic
development, and loans to American and certain foreign private
enterprise. These uses are summarized in table K-6.

Table K-6. SUMMARY OF FOREIGN CURRENCY TRANSACTIONS-
COUNTRY USES (in millions of dollar equivalents)



Special Analysis L

INTERNATIONAL TRANSACTIONS OF THE FEDERAL GOVERNMENT

As part of a wide range of efforts to reduce the continuing deficits in

the U.S. balance of international payments, the Federal Government
has instituted a special program to minimize the adverse effects of its

activities on the balance of payments. Starting in August 1962, the

Bureau of the Budget established a system to review periodically the
international transactions of Federal agencies. Under this system,
agencies with substantial receipts or payments abroad prepare statis-

tical estimates of their international transactions twice each year.

These estimates are evaluated to determine whether all possible

actions are being taken to reduce payments and increase receipts.

Since emphasis is placed on using this system as a management tool,

forward estimates do not merely project current trends or programs,
but rather reflect all possible efforts, consistent with the national

interest, to minimize payments and to maximize receipts from other
countries.

This special analysis presents a summary of the international trans-

actions of the Federal Government for 1963-65 based on estimates
made in September 1963 revised where necessary for comparability
with the 1965 budget.

Major trends.—Estimated Federal payments abroad are expected
to decline from the 1963 level of about $5 bUlion to $4.4 billion in

1965.

Receipts from abroad from regular transactions are expected to

remain at about the 1963 level of $2.2 billion in 1964, but to increase to

$2.4 billion in 1965. (These receipts figures do not include special

transactions—prepayments of loans, certain sales of securities and
advances for military sales.)

These payments and receipts produce an estimated decline in the
net Federal payments abroad of about $800 million between 1963 and
1965, excluding special transactions.

Table L-1. SUMMARY OF INTERNATIONAL TRANSACTIONS OF THE
FEDERAL GOVERNMENT (in millions of dollars)

1963
estimate

1964
estimate

1965
estimate

Payments. _

Receipts.

Excess of payments

4.997

2.171

-2.826

4.713'

2.109

4.428

2.414

-2.604 -2.014

446



SPECIAL ANALYSES 447

Trends by agency.—Table L-2 provides a breakdown of total cur-
rent receipts and payments figures, identifying separately those
agencies which account for the bulk of the Federal Government's
international transactions.

Table L-2. INTERNATIONAL TRANSACTIONS OF THE FEDERAL
GOVERNMENT—BY MAJOR AGENCY (in millions of dollars)

Description 1963
estimate

1964
estimate

1965
estimate

Payments:
Department of Defense

Agency for International Development
Treasury Department
Department of State

Atomic Energy Commission
Department of Health, Education, and Welfare

Veterans Administration

Other

Total

Receipts:

Department of Defense

Treasury Department
Export-Import Bank
Agency for International Development
Department of Agriculture

Other

Total

Receipts from special transactions (not included in receipts

above) :

Advances on military exports (Department of Defense)

Sales of medium-term, nonmarketable securities and participa-

tion certificates

Nonscheduled receipts on loans

TotaL

2.763

788

555

280

245

123

69

174

2,708

595

595

247

135

132

71

230

345

'806

672

250

1.823

2.506

500

669

225

91

148

67

222

4.997
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The Department of Defense will also continue its intensive world-

wide effort to encourage other countries to purchase a portion of their

military equipment in the United States to help offset our defense

expenditures abroad.

The reduction in payments estimated for the Agency for Inter-

national Development results from the Agency's efforts to insure that,

wherever possible, funds loaned or granted abroad are tied directly to

procurement in the United States, Except for limited procurement
in developing countries, it is now the Agency's general policy to pro-

hibit the purchase abroad of any goods with foreign economic as-

sistance funds.

The major reason for the estimated decline in Atomic Energy
Commission payments is a drop in overseas procurement of uranium
concentrates.

A substantial decrease is also estimated for the Department of

State, primarily reflecting decreased purchases of U.N. bonds. Vet-

erans Administration payments abroad, mostly for compensation and
pensions, are expected to decline slightly.

Both the Treasury Department and the Department of Health,

Education, and Welfare are estimated to make increased payments
overseas between 1963 and 1965. In both cases, these anticipated

increases result from obligations not readily subject to administrative

controls. Estimated increases for the Department of Health, Edu-
cation, and Welfare, for example, result from increased social security

benefit payments being made to recipients residing overseas. In the

case of the Treasury, the increases are largely accounted for by interest

payments on the public debt and encashments of non-interest-bearing

notes representing parts of past contributions to international lending

organizations, (Contributions to these organizations often consist

of non-interest-bearing notes which are not included as international

transactions until they are cashed,)

Receipts.—The estimated increase in receipts over the 1963-65

period is largely accounted for by transactions of the Export-Import

Bank and the Agency for International Development.
Special transactions—which are not included in the totals just dis-

cussed—were the source of large additional receipts in 1963. These

receipts result from transactions, involving advances or loans, and gen-

erally with foreign governments or official monetary authorities, which

would not occur as part of the regular operations of U.S, Government
agencies. They include: (1) advance payments by foreign govern-

ments for military exports; (2) sales of nonmarketable, medium-term
securities by the Treasury Department to foreign central banks;

(3) sales of certain participation certificates by the Export-Import

Bank; and (4) repayments by foreign governments of loans before

they are due. Except for advances on military exports, they are not

estimated for future years.

Geographical distribution.—Table L-3 shows a distribution of

receipts and payments by major geographic area. Approximately

17% of the decline estimated in total payments between 1963 and
1965 is accounted for by transactions with Western Europe.

Receipts from Western Europe (excluding special transactions, most

of which are with Western Europe) are estimated to remain at approxi-

mately the same level from 1963 to 1965.
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Table L-3. DISTRIBUTION OF INTERNATIONAL TRANSACTIONS OF THE
FEDERAL GOVERNMENT, BY GEOGRAPHIC AREA (in millions of dollars)
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Relation to the budget.—Reports on international transactions
do not flow directly from the accounting system used for the adminis-
trative budget or trust funds. They are estimated separately to

show all Government receipts or payments which enter the balance
of payments. The major differences between data on international
transactions and administrative budget and trust totals are:

1. Coverage.—Data on international transactions exclude all budget
and trust transactions that are within the United States; they include
debt transactions entering the balance of payments which are excluded
from budget and trust figures. For example, the budget includes
all expenditures for foreign assistance and Department of Defense
procurement, while such payments are included as international
transactions only to the extent that the procurement is estimated to

take place abroad.
2. Estimated basis of international transactions.—No separate de-

tailed accounting system has been established for international trans-

actions comparable to that which supports administrative budget
and trust fund totals. In many cases it is necessary to estimate the
overseas components of transactions, since these components are not
shown directly by accounting data. For example, budget accounts
provide precise data on the gross amount of salaries paid in a given
overseas area, but do not identify the amount actually spent overseas
by employees—which is the relevant statistic for balance of payments
purposes. Thus, for past years, international transactions are a
combination of actual accounting reports and estimates.

3. Timing.—International transactions are recorded at the time
when they are known or estimated to affect the balance of payments.
The time at which a given international transaction is counted may,
therefore, vary considerably from the time at which it is shown in the
budget and trust fund accounts. For example, in some cases the U.S.
Government makes contributions to international organizations in the
form of non-interest-bearing notes. These notes are shown as budget
expenditures when issued, but as international payments only when
they are cashed.

Relationship to balance of payments statistics.—Data on
Federal receipts and payments abroad are also reflected in the balance
of payments statistics published by the Department of Commerce.
However, as with the administrative budget, the balance of payments
statistics are designed for purposes which are different from those for

which the Government agency estimates and reports on international

transactions have been established. Balance of payments data
meet the needs of economic analysis and for the measurement of

international flows of real resources and money, while agency reports

on international transactions serve as both a means of estimating
and a management tool for decreasing the balance of payments
costs of Federal Government programs. Reflecting the different uses

of these two bodies of data, there are the following differences between
balance of payments statistics and the reports on Federal transactions

covered in this analysis:

1. Classijication.—The reports use classifications by agency and
by types of expenditures which are quite different from the broad
functional classifications used for the balance of payments statistics.

2. Attribution.—Transactions conducted by private businesses, in

which the Federal Government is involved, are treated as private in
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the balance of payments statistics. In order to emphasize manage-
ment decisions, agency reports permit the attribution of some such
transactions to the Federal Government. For example, military goods
may be sold to foreign governments directly by private companies,
although the sales are encouraged and sponsored by the Depart-
ment of Defense. In the balance of payments, such sales would
be reported as private receipts for exports. However, for the pur-

pose of the Defense Department's estimates on international trans-

actions, some of them are considered Government receipts.

3. Other.—Further differences between the two sets of data involve

the timing of certain transactions, the reporting of foreign currencies,

and minor differences in coverage of transactions which are con-

sidered "foreign."

The balance of payments statistics do not include a separate identi-

fiable category on total Federal receipts or payments. However,
because of the recent interest in the relationship between U.S. Gov-
ernment grants and loans abroad and the balance of payments, the

Department of Commerce has included estimates indicating the

amount of Government loans and grants which involve direct pay-
ments to foreign accounts, as distinguished from those which mvolve
no direct dollar outflow from the United States. Agencies report

similar data for their estimates on international transactions. A
reconciliation between the two sets of data, sho\vn in table L-5,
illustrates the kinds of differences which exist between the agency
reports and estimates on international transactions and the Depart-
ment of Commerce balance of payments statistics.

Table L-5. GOVERNMENT GRANTS AND CREDITS—RECONCILIATION
BETWEEN BALANCE OF PAYMENTS AND AGENCY ESTIMATES OF
INTERNATIONAL TRANSACTIONS

|In millions of dollars)

Description 1963

Government grants and credits, as shown in agency reports on international transactions

(lines 5 and 7, table L-4)

Difference in definitions of grants and credits:

Add:
Agency for International Development administrative expenses

Peace Corps expenditures

Other ----

Deduct:

Certain contributions to international organizations

Netting of certain receipts

Other ----

Differences in coverage and reporting:

Add:

Inclusion of Trust Territory payments - - -

Foreign currency transactions (net) -

Payments to foreign flag carriers

Payments for expenditures in the United States but entering foreign dollar accounts

in U.S. banks --- -

Other (net)

Deduct other (net)

Transactions involving direct dollar payments to foreign accounts as shown in

balance of payments statistics •

1.145

30

II

102

90

23

10

3

17

43

10

2

1.061
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Table 15. ADMINISTRATIVE BUDGET TOTALS AND PUBLIC DEBT,
1789-1965 (in millions of dollars)

Fiscal year

1789-1849.

1850-1899.

1900

1901

1902

1903

1904

1905

1906

1907

1908

1909

1910

1911

1912

1913

1914

1915

1916

1917

1918

1919

1920

1921

1922

1923

1924

1925

1926

1927

1928

1929

1930

1931

ADMINISTRATIVE
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Table 16. CONSOLIDATED CASH TOTALS AND FEDERAL SECTOR OF
THE NATIONAL INCOME ACCOUNTS, 1940-65 (in billions of dollars)
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Acceleration of public works, agency programs,

table F-5. 389

Accounts, Bureau of, 269

Active military forces, summary of text table, 73

Administrative budget:

Exp>enditures

:

As percent of gross national product,

1942-65, chart, 9

By agency, summary, table 5, 45

By function, summary, table I, 41

By function, 1954-65, table 18. 457-460

By function, distributed by agency, table

14. 132-139

Investment, operating, and other, table

D-2, 356-370

Investment. of)erating, and other, sum-
mary, table 6, 46

Relation of, to obligational authority, sum-
mary, table 8, 48

Research and development, 1954-65,

chart, 407

Research and development, by agency,

table H- 16, 426

Explanation of, 328

Grand totals, 309

New obligational authority, by type and
function, summary, table 3, 43

New obligational authority, summary, by
agency, table 4, 44

Obligational authority, balances of, by agency
and type, summary, table 10, 51

Obligations incurred, net, by agency, table 9,

50

Receipts:

1954-^5. table 17, 456
By source, table 1 3, 62-66

Summary, table 1 , 41

Text table, 57

Relation of, to consolidated cash statement,

330

Relation of obligational authority to expendi-

tures, 1965 budget, chart, 49

Relationship to consolidated cash statement

and national income accounts, 1963-65,

table A- 1, 329

Totals and public debt. 1789-1965. table 15,

454

Advisory Commission on Intergovernmental

Relations, 290

Aeronautics research and technology, 87

Aged, health insurance for, discussion, 25

Agricultural Library, National, 1 86

Agricultural Marketing Service, 176-177

Agricultural research, 95

Agricultural Research Service, 1 73

Agricultural resources, see Agriculture

Agricultural Stabilization and Conservation
Service, 178

Agriculture:

Centennial, observance of, 186

Department of, 173-189

Department of, research expenditures analy-
sis, 415

Agriculture and agricultural resources:

1954-65, chart, 93

Analysis of activities, text and table (1963-

65 payments to the public and recom-
mended 1 965 NOA by program or agency)

,

90-96

Discussion, 22-23

NOA and expenditures, 1963-65. distributed

by agency, table 14, 132-144

Aid, foreign, see Foreign aid

Aid to education, see Education
Aid to State and local governments:

Analysis, 427-435

Expenditures:

1954-65, chart, 427
By agency, table I-l, 429
In relation to total Federal expenditures

and to State-local revenue, 1 954-64, table
1-2, 430

Summary, by function, agency, and pro-

gram, table 1-3, 431-435
Airlift and sealift. Defense, 76
Alaska, transitional grants to, 173

Alaska International Rail and Highway Com-
mission, 291

Alaska Railroad, 242

Alien control, 131

Alliance for Progress, 21, 84

American Battle Monuments Commission. 291

American Printing House for the Blind, 234
Annexed budgets:

Expenditures and applicable receipts, table

B-7. 343

Explanation of. 1 49

Memorandum. 324-325

Appalachian region, development of, discussion,

19

Apprenticeship and Training, Bureau of, 257

Architect of the Capitol, 156-158

Area redevelopment. Commerce, 103-104

Area Redevelopment Administration (Com-
merce), 190

Arms Control and Disarmament Agency, U.S.,

305

Army—Civil, Department of the, 213-215

Assets, nondefense, additions to, chart, 29

Atomic energy activities, 80-81

Atomic Energy Commission, 274

465
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Atomic Energy Commission, research and de-

velopment, expenditures for, table H-7, 414
Authorizations, credit commitment, see Credit

programs
Authorizations, obligational, see Obligational

authority

Authorizations, permanent, see Permanent
authorizations

Authorization, public works, see Public works
Aviation, user charges on, discussion, 15

B

Balance of payments, discussion, 28

Balance of payments and agency estimates of

international transactions, reconciliation be-

tween, table L-5, 45

1

Balances:

Budget, explanation, 147-148

Obligation authority, by agency and type,

table 10. 51

Public enterprise funds, table B-3, 340
Trust fund, table B-6. 342

Bonneville Power Administration, 250

Borrowing by Government funds, table B-10,

345

Botanic Garden, 159

Budget:

Bureau of the, 1 65

Comparison of 1 964 with 1 965, text table, 1

7

Explanation of terms, 146-149

Explanation of three types of accounts, 328-

336

Message of the President. 7-37

Resume of, 41

Business:

Advancement of , 101-103

Regulation of, 106-107

Small, aid to, 102

Business and Defense Services Administration,

192

Business Economics, Office of, 191

Cash statement, see Consolidated cash state-

ment
Cemeterial expenses. Army—Civil, 213

Census, Bureau of the, 191-192

Central Intelligence Agency, 291

Civil Aeronautics Board. 291

Civil defense. 78. 210

Civil public works, see Public works

Civil Rights, Commission of, 293

Civil Service Commission, 292-293

Civil War Centennial Commission. 297

Civilian employment in the executive branch.

see Employment, Federal civilian

Civilian pay comparability allowance, 308

Coal Research, Office of, 244

Coast and Geodetic Survey, 1 94

Coast Guard, 273

Commerce, Department of, 189-201

Commerce, Department of, research and de-

velopment expenditures, 416

Commerce, stimulation of, discussion, 23-24
Commerce and transportation:

Discussion, 23-24

Expenditures, 1954-65, chart, 24
NOA and expenditures, 1963-65, distributed

by agency, table 14. 134-135

Program analysis, text and table (1963-65
payments to the public and recommended
1965 NOA by program or agency). 100-101

Program trends. 1954-65. chart. 106

Commercial Fisheries, Bureau of, 245-246
Commodity Credit Corporation, foreign assist-

ance. 179

Commodity Exchange Authority. 1 78

Communication, space. 89-90

Communications activities. General Services

Administration. 279-280

Community action programs, discussion, 17-18

Community development, see Housing and
community development

Community facilities, 107-109

Consolidated cash statement:

Explanation of, 328

Intragovernmental transactions excluded

from, table A-2. 331

Relationship to administrative budget and
national income accounts. 1963-65. table

A-1. 329

Summary, table I. 41

Totals and Federal sector of the national-

income accounts. 1940-65. table 16. 455

Construction, public works, see Public works
Consumer protection, 1 1

5

Continental air and missile defense forces, 75

Cooperative State Research Service, 1 74

Corps of Engineers—Civil, 213-215

Corregidor-Bataan Memorial Commission, 297
Cost reduction in Government, discussion,

34-35

Courts:

Appeals, District courts, and other Judicial

services, 163-164

Claims, 163

Customs, 163

Credit programs. Federal:

Analysis, 371-382

Disbursements and repayments, by agency or

program, table E-3. 377

Interest rates and maturities for major pro-

grams, by agency or program, December
1963, table E-5, 380

New commitments, 1 954-65, chart, 37

1

New commitments, by type of assistance.

major agency or program, table E-1 . 374

Outstanding direct loans, and guaranteed

and insured loans, by agency or program,

table E-2, 375

Outstanding loans for major quasi-public pro-

grams, by agency and program, table E-6.

382

Private participation in. 378-379

Sales of loans to non-Federal buyers, and other

repayments, classified by agency or pro-

gram, table E-4. 379

Customs. Bureau of. 270
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Debt:

Federal, as a percentage of the total economy,
1942-65, chart, 30

Private, see Private debt
Public, see Public debt

Debt issuances, by Government enterprises,

table B-IO, 345
Debt issuances, in lieu of checks, table A-3, 332
Defense:

Civil, 210

Department of:

Research and development expenditures,

1954-65, table H- 1,408

Department of—Civil, 213-217

Department of—Military, 201-213

Research and development expenditures,

table H-4, 41

1

Research and development, obligations

for, table H-5, 412

Text and table, 71-80

National:

Discussion, 19-20

NOA and expenditures, 1963-65, distrib-

uted by agency, table 14, 132

Program analysis (1963-65 payments to

the public and recommended 1965 NOA,
by program or agency), text and table,

71-81

Public works, new authorizations and
expenditures, by major function, agency,

and program, table F-7, 396

Defense materials activities. General Services

Administration, 280

Defense production, expansion of, 170

Defense public works, see Defense, national,

public works

Defense-related activities, 81

Deficit or surplus:

Administrative budget, 1789-1965, table 15,

455

Consolidated cash statement, and national

income accounts. Federal sector, 1940-65,

table 16,455

Delaware River Basin Commission, 300

Development loans and grants, 83

Direct loans, see Credit loans

Disarmament, see Arms Control and Disarma-
ment

Disaster relief, 168

District of Columbia, 307-308

Disbursements for major credit programs, by
agency or program, table E-3, 377

Economic Advisers, Council of, 1 66

Economic assistance, foreign, see Foreign aid

Economic assumptions as base for estimated

receipts, calendar years 1962-64, text and
table, 56

Economic development (Commerce), 190

Economic and financial programs, international,

81-85

Economic Research Service, Agriculture, 1 76

Economy, national:

Effect of expenditures on, discussion, 30-31

Effect of tax reduction on, discussion, 11-15
Federal debt, purchases, and employment as

percentages of, 1942-65, chart, 30
Economy and efficiency in public service, dis-

cussion, 33-36

Education:

Analysis of activities, text, and table (1963-
65 payments and recommended 1965 NOA
by program or agency), 1 19-123

Discussion, 26-27

Elementary and secondary, assistance for, 1 2

1

Federal program, 1 19-123

Higher, assistance for, 121

NOA and expenditures, 1963-65, distributed

by agency, table 14, 137

Education:

Office of, 218-221

Program trends, 1954-65, chart, 122

Science, assistance for, 122

Vocational, discussion, 26
Educational exchange, 266-267
Efficiency and economy in public service, dis-

cussion, 33-36

Emergency Planning, Office of, 1 66
Employees' Compensation, Bureau of, 260
Employment, Federal civilian:

Analysis, 347-351

By agency, summary, table 12, 53
By agency and type of position occupied, as

of June 1963, table C-2, 348
Compared with State and local government,

1942-65, chart, 36

Costs of, in relation to Federal expenditures,

1961-65. table C-4, 351

In relation to population and other employ-
ment, 1942-65, table C-3, 350

In relation to the total economy, 1942-65,

chart, 30

Reduction of, discussion, 33-34

Summary as of June 1963-65, table C-1, 347
Employment Security, Bureau of, 259
Engraving and Printing, Bureau of, 272-273
Excise tax proposals, estimated effect of, on

receipts, text and table, 61

Excise taxes, extension of, 14, 61

Executive branch employment, see Employ-
ment, Federal civilian

Executive Mansion and Grounds, 165

Executive Office of the President, 165-167

Expenditures:

Administrative budget, see Administrative

budget

Aid to State and local governments:
1954-65, chart, 427

By agency, table I-l, 429
By function, agency, and program, table

1-3, 431-435

In relation to total, and to State-local

revenue, table 1-2, 430
Annexed budgets, table B-7, 343

By agency, for each appropriation and fund
account, analysis, 150^325

By agency, summary, table 5, 45



468 THE BUDGET FOR FISCAL YEAR 1965

Expenditures—Continued
Commerce and transportation programs,

1954-65. chart. 24

Comparison of 1 964 with 1 965. text and table,

17

Contribution of. to growth and development
of national resources, discussion, 29

Effect of, on balance of payments, discussion,

28

Effect of, on the economy, discussion. 30-31

Employment costs, in relation to 1961-65.

table C-4. 353

Explanation, 147-148

Government dollar, where it goes, chart, 40
Gross:

Analysis of, 337-346

Of Government-administered funds, table

B-9, 344

Public enterprise , funds, by agency, table

B-1,338
Trust revolving funds, table B-5. 341

Health and Welfare:

1954-65. chart, 26

By agency, table G- 1,399
By category, table G-2, 400

By category, fiscal year 1965. estimated.

chart. 401

By functional program and agency, table

G-4. 404-406

In relation to Government programs, dis-

cussion, 16-27

Investment, operating, and other:

Analysis. 352-370

By kind, agency, and program, table I>-2,

356-370

Summary, table E^-l. 353

Summary, table 6, 46

National income accounts. Federal sector,

1940-65, table 16, 455

National income accounts. Federal sector.

1954-65, table 20, 463

National income basis, summary, table 7, 47

Public works:

1956-65. table F-I. 383

By major function, agency, and program.
table F-7. 391-396

Civil, by agency, table F-2. 384

Water resources and related developments,

table F-6, 390
Reconciliation of, in administrative budget,

consolidated cash statement, and Federal

sector of national income accounts,

1963-65, table A- 1,329
Relation of authorizations to, summary,

table 8, 48

Relation of, to obligational authority, 1965

administrative budget, chart, 49

Research, basic, by agency, table H-3, 409
Research and development:

1954-65. table H-1. 403

AEC, table H-7, 414
By purpose. 1963-65. table H-2, 409
Defense—Military, Department of, table

H-4, 411

NASA, table H-6. 413
Space programs, table H-1 4. 423

Expenditures—Continued
Trust funds:

By function, 1954-65, table 18, 461

By function, distributed by agency, 1963-

65, table 14. 140-144

By function, summary, table 1, 41

By fund, table B-4. 341

See also Payments
Explanation of:

Means of financing agency activities. 146-149
NOA requests for each appropriation and
fund account, by agency. 146-147

Export expansion. 85

Export- Import Bank. 294

Export-Import Bank of Washington, 85, 294
Extension Service, 1 75

Family housing (Defense—Military) , 209
Farm Credit Administration, 294-295
Farm financing, 94-95

Farm income stabilization, 92-94

Farm programs, discussion, 22-23

Farmer Cooperative Service, 1 75

Farmers Home Administration, 183-185

Federal activities, analysis by function, 70-144

Federal aid to State and local governments,

see Aid to State and local government.
Federal

Federal Aviation Agency, 275-276

Federal Bureau of Investigation, 254

Federal civilian employment, see Elmployment,

Federal

Federal Coal Mine Safety Board of Review. 295

Federal Communications Commission, 295

Federal credit programs, see Credit programs.

Federal

Federal Crop Insurance Corporation, 182

Federal health programs, see Health programs
Federal Home Loan Bank Board. 295-296

Federal Housing Administration. 285

Federal Maritime Commission. 296

Federal Mediation and Conciliation Service, 296

Federal National Mortgage Association, 284-

285

Federal Power Commission, 296-297

Federal Prison System, 255

Federal Radiation Council, 167

Federal statistical programs, see Statistical pro-

grams, principal Federal

Federal Trade Commission, 297

Field Services Office (Commerce) , 1 93

Finance, international, see International affairs

and finance

Financing agency activities, explanation of

means of, 146-149

Financial assistance, international. 82-85

Fine Arts, Commission of, 293

Fiscal operations, central, 128

Fish and wildlife resources, 99

Fish and Wildlife Service, 245-248

Food and Drug Administration. 217-218

Food for Peace. 22. 92-93

Foreign affairs, conduct of. 86. 263-264

Foreign Agricultural Service, 1 77
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Foreign aid:

Programs, 82-84

Funds appropriated to the President, 1 68- 1 70

Discussion, 20-21

Expenditures 1963-65 and recommended
1965NOA, text table. 72

Foreign Claims Settlement Commission, 297

Foreign currencies:

Availabilities and uses analysis, 440-445

Available to meet U.S. requirements, table

K-2, 442

Cash availability of, table K-1, 440

Special program appropriations—NOA, table

K-4. 445

Summary of transactions—country uses,

table K-6, 445

Summary of transactions, U.S. uses, table

K-3. 443

Summary of U.S. uses without dollar con-

trols, table K-5, 445

Foreign currency programs, special funds ap-

propriated to the President, 1 73

Foreign economic assistance, see Foreign aid

Foreign information and exchange activities,

85-86

Forest resources, 99

Forest Service, 187-189

Franklin D. Roosevelt Memorial Commission,

298

Freedmen's Hospital, 234

Funds, explanation of kinds of, 1 46

Funds, public enterprise, see Public enterprise

funds

Funds, trust, see Trust funds

Gallaudet College, 234

General Accounting Office, 297

General Counsel's Office, Agriculture, 185

General government:

Analysis of activities, text and table (1963-65

payments to the public, and 1964 NOA by

program or agency), 128-131

NOA and expenditures, 1963-65, distributed

by agency, table 14. 138-139

Program trends 1954-65, chart, 130

General Services Administration, 276-281

Geological Survey, 243

Goveriunent-administered funds, gross expendi-

tures of, table B-9, 344

Government-administered funds, investments

by, in U.S. securities, table B-1 1. 346

Government civilian employment. Federal.

State, and local. 1942-65, chart, 36

Government dollar: where it comes from;

where it goes, chart, 40

Government enterprises, borrowing by, table

B-10, 345

Government organization, discussion. 35

Government Printing Office. 161

Government programs and expenditures. 1 6-27

Gross national product:

Administrative budget expenditures as a

percent of. 1942-65, chart, 9

Gross national product—Continued
Federal payments as a percent of, 1942-65,

chart, 6

Public debt as percent of, 1942-65, chart, 31

H

Health, Education, and Welfare. Department
of. 217-236

Health, Education, and Welfare, Department
of. research expenditures analysis, 415

Health insurance for the aged, discussion, 25

Health and welfare programs:

Analysis, 397-406

Discussion, 25-26

Expenditures:

1954-65. chart. 26

By agency, table G- 1.399

By category, table G-2, 400

By category, estimated fiscal year 1965,

chart, 401

By functional program and agency, table

G-4, 404^406

NOA and expenditures, 1963-65, distributed

by agency, table 14, 136-137

Program analysis, text and table (1963-65

payments to the public and recommended
1965 NOA by program or agency), 111-119

Program trends 1954-65, chart, 116

Public health services, 113, 115

Research, obligations for, text and table

H-8, 418

Highways, 105

Historical and memorial commissions, 297-298

Hospital construction, veterans', 126

Hospitals:

Freedmen's Hospital, 234

Operating beds, and patient loads. Federal.

by. agency, table G-3. 402

Saint Elizabeths Hospital. 231

Hospitals and medical care, veterans'. 125

House of Representatives. 152-155

Housing:

Private, aids to, 109

Public. 109

Rural. 94

Housing and community development:

Discussion, 24-25

NOA and expenditures, 1963-65, distributed

by agency, table 14, 135-136

Program analysis, text and table (1963-65

expenditures and recommended 1965

NOA, by program or agency), 107-1 1

1

Housing and Home Finance Agency, 282-286

Howard University, 234-235

Human resources, investment in, discussion, 29

I

Immigration and Naturalization Service, 255

Income tax proposals, estimated effect of, on

receipts, text and table, 58-61

Income tax revision, discussion, 13-14

Indian Affairs, Bureau of, 238-239

Indian Claims Commission, 298
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Indians, 98

Information and exchange activities, foreign,

85-86

Information Agency, United States, 306

Information Office, Agriculture, 185

Inland Waterways Corporation, 197

Inland waterways transportation, user charges

on, 15

Inspector General, Office of (Agriculture), 185

Insurance, unemployment, see Unemployment
insurance

Insurance, veterans life, 1 27

Insurance and welfare, social, 117-119

Inter-American Development Bank, 84

Interest:

Analysis of activities, text and table (1963-65

payments to the public and 1965 recom-

mended NOA), 127-128

NOA and expenditures, 1963-65, distributed

by agency, table 14, 1 38

Interest rates and maturities for major credit

programs, December 1963, table E-5, 380

Interior, Department of the, 236-253

Interior, Department of, research expenditures,

analysis, 416

Internal Revenue Service, 271

International activities (Commerce), 193

International affairs and finance:

Analysis of activities, text and table (1963-

65 payments to the public and 1 965 recom-
mended NOA by program or agency), 81-

87

Discussion, 20-21

NOA and expenditures, 1963-65, distributed

by agency, table 14, 132-133

International Boundary and Water Commis-
sion, 265

International commissions, 265-266

International Development, Agency for, 82-84

International Development, Agency for, pro-

gram trends, 1954-65, chart, 83

International financial institutions, 171

International Labor Affairs, Bureau of, 256
International organizations and conferences,

264-265

International Pacific Salmon Fisheries Com
mission, 266

International Rules of Judicial Procedure, Com-
mission on, 294

International transactions:

Analysis, 446-451

By major agency, table L-2, 447

Distributed by geographic areas, table L-3,

459

Federal payments abroad, by type of trans-

action, table L-4, 449

Reconciliation of estimates of, with balance

of payments, table L-5, 451

Summary, table L-1, 446

Interstate Commerce Commission, 298

Interstate Commission on the Potomac River

Basin, 301

Interstate-Federal commissions, participation

in, 300-301

Intragovernmental transactions excluded from
consolidated cash statement, table A-2, 331

Investment, operating, and other expenditures:

Analysis. 352-370

By kind, agency, and program, table D-2,
356-370

Summary, table D-1 , 353
Summary, table 6, 46

Investments in U.S. securities by Government-
administered funds, table B-1 1, 346

J

James Madison Memorial Commission, 298

Judicial Procedure, International Rules of,

Commission on, 294

Judiciary, The, 162-164

Justice, Department of, 253

Juvenile delinquency, 119

Labor, Department of, 256-261

Labor, expenditures for, 1954-65, chart, 26
Labor, see also Health and welfare

Labor-Management Policy, President's Ad-
visory Committee on, 301

Labor-managment relations, 259

Labor-Management Reports, Breau of, 259
Labor-Management Services Administration,

259

Labor and manpower, 116-117

Labor and welfare: program analysis, text and
table (1963-65 payments to the public

and recommended 1965 NOA), by program
or agency, 111-119

Labor programs, discussion, 25-26

Labor Statistics, Bureau of, 256

Land Management, Bureau of, 236-238

Land resources, 96-98

Legal activities and general administration.

Justice, 253-254

Legislation, proposed:

Agricultural programs, 92

Defense—Military, Department of, 79-80

Estimated effect of, on receipts, text and
table, 58-61

Legislative branch, 150-161

Lending, Federal, see Credit programs. Federal

Library of Congress, 159-160

Loan programs. Federal, see Credit programs

M
Management improvement, discussion, 34-35

Management improvement, expenses of, 171

Management services office (Agriculture), 186

Manned space flight, 88

Manpower, Automation and Training, Office of,

256

Manpower Administration (Labor) , 256-259

Manpower and labor, 116-117

Mapping and topographic surveys, 100

Maritime Administration, 197-199

Maritime Commission, Federal, 296

Mass transportation, urban, discussion, 25

Medical and health-related programs, see

Health and welfare programs
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Mental health. 114

Mental illness and retardation, discussion, 23

Mental retardation, 1 14

Message, Budget, 7

Meteorology, 89-90

Meteorology, research and development, obli-

gations for, 1962. table H-1 1 . 421

Meteorology programs and operations, obliga-

tions for, by agency, tables H-9, H-IO. 419,

420

Military assistance, 78-79, 210

Military construction, 208-209

Military personnel, 201-203

Military personnel and forces, summary of,

text and table, 73

Mineral resources, 99-100, 243

Minerals Exploration, Office of, 244

Mines, Bureau of, 243-244

Mint, Bureau of, 272

Mixed-ownership enterprises, loans outstand-

ing, table E-6, 382

N

Narcotics, Bureau of, 271

National Aeronautics and Space Administra-

tion, 287

National Aeronautics and Space Administra-

tion: Research and development, expendi-

tures for, table H-6, 413

National Aeronautics and Space Council, 166

National Capital Housing Authority, 299

National Capital Planning Commission, 299

National Capital Region, 1 1

1

National Capital Transportation Agency, 299

National defense, see Defense, national

National Gallery of Art, 304

National Guard and Reserve personnel, text and

table, 76-77

National income accounts:

Federal receipts and expenditures. 1954-65,

table 20, 463

Federal sector:

1940-65. table 16.455

Definitions and relationship to consolidated

cash statement and administrative

budget, 329

Explanation of, 330

Relation of. to receipts from and payments

to the public, summary, table 7, 47

Receipts and expenditures in, summary,

table 7, 47

Relationship to administrative budget and

consolidated cash statement. 1963-65,

table A- 1.329
National Institutes of Health. 227-229

National Labor Relations Board. 299

National Mediation Board, 300

National Park Service, 240-241

National Science Foundation. 300

National Science Foundation, research ex-

penditures, analysis, 415

National Security Council, 166

National Service Corps, discussion, 25

Natural resources:

Analysis of activities, text and table (1963-65

payments to the public and 1965 NOA by
program or agency), 96-100

Discussion, 23

NOA and expenditures, 1963-65, distributed

by agency, table 14, 134

New obligational authority, see Obligational

authority

Nondefense assets, additions to, chart, 29

Nuclear weapons, 80

Obligational authority:

Balances of, by agency and type, table 10, 51

New:
Agricultural programs, text table, 91

And writeoffs of public enterprise funds, by
agency, table B-2, 339

By agency, for each appropriation and fund

account, with explanation of requests,

150-325

By agency, table 4, 44

By function, distributed by agency.

1963-65, table 14, 132-144

By type and function, summary, table 3, 43

Comparison of 1964 with 1965, text table,

17

Commerce and transportation, text table,

101

Completeness of estimates for 1964 and
1965. 149

Discussion, text table, 15-16

Explanation, 146-147

General government, text table, 1 29

Health programs, text table, 1 1

2

Housing and community development, text

table, 108

Interest, text table, 128

International affairs and finance, text

table, 82

National defense, 72

Natural resources programs, text table, 97

Space programs, by agency, table H-1 4, 423

Special foreign currency programs, table

K-4, 444

Relation of, to expenditures, 1965 admini-

strative budget, chart, 49

Relation of, to expenditures, table 8, 48

Obligations:

Defense—Military, Department of, research

and development, table H-5, 412

Incurred, explanation, 147

Incurred, net, by agency, table 9, 50

Medical and health-related research, by

agency, table H-8, 418

Meteorological research and development,

1965, table H-1 1,421

Meteorology programs and operations, tables

H-9. H-10. 419-420

Oceanography, by agency, by functional area,

tablesH-12, H-13, 422
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Obligations—Continued

Statistical programs, by broad subject areas

and by agency, tables J- 1 and J-2, 437-438

Water research and surveys, table H-15, 424

Oceanography, obligations for, by agency, by
functional area, tables H-12, H-13, 422

Oil and Gas, Office of, 245

Operating expenditures, see Expenditures:

Investment, operating, and other

Operation and maintenance. Defense—Military.

204-205

Organization, government, discussion, 35

Outdoor Recreation, Bureau of, 241

Outdoor recreation, discussion, 23

Outdoor Recreation Resources Review Com-
mission, 300

Panama Canal, 216

Patent Office, 195

Pay comparability allowance, civilian, 308

Payments, Federal:

Abroad, by type of transaction, table L-4, 449

As a percent of gross national product,

1942-65, chart, 6

Composition of, 1942-65, chart, 6

Consolidated cash statement, 1940-65, table

16.455

International transactions, by agency, table

L-2. 447

Summary, text table. 10

Payments to the public:

1954-65. table 19. 462

Agricultural programs, text table, 91

Commerce and transportation, text table, 101

General government, text table. 129

Health programs, table, 1 12

Housing and community development, text

table. 108

Interest, text table. 128

International affairs and finance, text table.

82

National defense. 72

Natural resources programs, text table. 97

Relation of Federal sector in national income

accounts to, summary, table 7. 47

Summary, by function. 1963-65. table 2. 42

Text table. 18

Payments, see also Expenditures

Peace Corps. 171

Peaceful uses of atomic energy, 80

Pensions, veterans', 125

Permanent authorizations, summary, table 8,

48

Permanent authorizations, summary of new
obligational authority, by type, table 3, 43

Personal property activities. General Services

Administration, 278-279

Personnel management, central, 131

Post Office Department, 261-262

Postal service, 105

Poverty, attack on. discussion, 17-18

Power resources, electric. 98

President of the United States:

Compensation of, 1 65

Funds appropriated to. 168-173

President's Advisory Committee on Labor-

Management Policy. 301

Private debt and public debt, net, 1942-65,

chart, 32

Procurement, Defense—Military, 205-207

Productivity in Government, improvement of,

discussion, 33

Program trends, selected. 1954-65. chart, 34

Property management. Federal, 1 30

Protective services. Department of Justice, 131

Public, receipts from, see Receipts; Payments to

public

Public assistance. 1 1

8

Public debt:

As percent of gross national product, 1942-

65, chart, 31

Bureau of the, 270

Compared with statutory limitation, end of

year, table II , 52

Discussion and text table, 31-33

End of year. 1789-1965. table 15, 454

Interest on, 274

Net. and net private debt. 1942-65, chart, 32

Summary, table 1 1 , 52

Public enterprise funds:

Analysis of, 337-346

Balances, table B-3, 340

Gross expenditures and applicable receipts,

by agency, table B-1 , 338

NOA and writeoffs by agency, table B-2, 339

Public Health Service, 221-230

Public health services, 113, 115

Public Housing Administration, 286

Public housing programs, 109

Public land management, 236-238

Public Roads, Bureau of, 199-200

Public works:

Acceleration program, by agency, text and

table F-5. 172.389

Analysis of Federal activities. 383-396

Civil:

Estimated cost of 1965 direct Federal, by

continuing and new work, table F-3, 384

Expenditures and 1965 NOA for, by
agency, table F-2, 386

New authorizations and expenditures, by

major function, agency, and program,

table F-7, 391-396

Defense, new authorizations and expendi-

tures, by major function, agency, and
program, table F-7, 396

Expenditures, Federal, 1956-65, table F-l,

383

Reserve of presently authorized projects and

programs for undertaking after 1965,

table F-4, 388

Water resources and related developments,

expenditures for, table F-6, 390

Purchases, Federal, as a percentage of the total

economy, 1 942-65, chart, 30
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R

Railroad Retirement Board, 301

Readjustment benefits, veterans', 125

Real property activities. General Services

Administration, 276-278

Receipts:

Administrative budget, See Administrative

budget

Annexed budgets, table B-7, 343

By source:

Analysis, 56-67

Detailed list, table 13. 62-67

Summary, table 1, 41

Gjnsolidated cash statement, 1940-65, table

16. 455

Estimated effect of proposed legislation on,

text and table, 58-61

Federal, 1942-65. chart, 14

From the public:

1954-65, table 19, 462

By source, 1963-65, text table. 57
Relation of Federal sector in national

income accounts to, summary, table 7, 47

Summary, by source, 1963-65, table 2, 42

Text table, 13

Government dollar, where it comes from
chart, 40

International transactions, by major agency,

table L-2, 447

National income accounts, Federal sector,

1940-65, table 16, 455

National income accounts. Federal sector,

1954-65, table 20, 463

National income basis, summary, table 7, 47

Public enterprise funds, by agency, table

B-1.338
Reconciliation of. in administrative budget,

consolidated cash statement, and Federal

sector of national income, accounts. 1963-

65. table A-1. 329

Summary, text table, 10

Trust funds:

By fund, table B-4, 341

By source. 1954-65, table 17, 456

By source, detailed list, table 1 3, 67

By source, summary, table I, 41

Trust revolving funds, table B-5, 341

Trust fund, see also Trust funds

Reclamation, Bureau of, 248-250,

Records activities. General Services Adminis-

tration, 279

Records management. Federal, 130

Recreation, outdoor, discussion. 23

Recreational resources. 99

Rehabilitation. 50

Reimbursements from outside Government,

credited to appropriations and intragovern-

mental funds, table B-8. 343

Renegotiation Board. 301

Research:

Agricultural. 95

Basic, expenditures for. table H-3, 409

Health, 113

Medical and health-related, obligations for.

text and table H-8. 418

Research—Continued
Space programs, new obligational authority

and expenditures, table H-I4, 423
Water research and surveys, analysis of

obligations for, table H-15, 424
Research and development:

Administrative budget expenditures, 1 954-65,

chart. 407

Agriculture. Department of, expenditures for,

analysis, 19. 415

Analysis. 407-426

Atomic Energy Commission expenditures

for. table H-7. 414

Commerce Department expenditures analy-

sis. 416

Defense—Military. Department of:

Analysis, 207-208, 410

Expenditures, table H-4, 41

1

Obligations, table H-5, 412

Expenditures:

1954-65, table H-1, 408

1963^65, by purpose, table H-2, 409

Administrative budget, by agency, table

H-16, 426

Health, Education, and Welfare, Department
of, expenditures for, analysis, 415

Interior Department expenditures analysis,

416

Meteorology, obligations for, 1963-65, tables

H-9, H-1 1,419, 421

National Aeronautics and Space Administra-

tion expenditures for, table H-6, 413

National Science Foundation expenditures

for, analysis, 415

Oceanography, obligations for, tables H-1 2,

H-1 3, 422-423

Research and technology:

Aeronautics, 87

Space, 21-22, 87-89

Space, 1954-65, chart, 89

Reserve and National Guard personnel, text

table, 76-77

Reserve forces, Defense, 76-77

Resources, agricultural, see Agriculture

Resources, natural, see Natural resources

Resume, budget, table 1, 41

Revenues, estimated changes in, 56-61

Revolving funds, trusts, see Trust funds, re-

volving

Revolving and management funds, Defense—
Military, 211-213

Rural Areas Development, Office of, 185

Rural electrification, financing of, 94

Rural Electrification Administration, 183

Rural Electrification Administration, proposed

revolving fund, effect of, on receipts, text and

table, 6O76I

Rural housing, 94

Rural telephones, financing of, 94

Ryukyu Islands, Army, 215

Saint Elizabeths Hospital, 231

Saint Lawrence Seaway Development Corpo-

ration, 302
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Salary reform, Federal, discussion, 35-36
SalineWater, Office of. 251

Saline water conversion, 96

Science education, discussion, 27
Science education and basic research, 122

Science information activities, 425
Science and Technology (Commerce), 194

Science and Technology, Office of, 1 67
Scientific activities. Federal, see Research and
development

Sealift and airlift. Defense, 76

Secret Service, U.S., 271

Securities and Exchange Commission, 302
Securities, U.S., investments in, by Government-

administered funds, table B-1 1, 346
Selective Service System, 302
Senate, 150-152

Small business, aids to, 102

Small Business Administration, 302-303
Smithsonian Institution, 303-304

Social insurance and welfare services, 117-119
Social Security Administration, 231

Soil Conservation Service, 175-176

Soldiers' Home, U.S., 215

Solicitor, Office of (Interior), 252
Solicitor, Office of (Labor), 261

Southeastern Power Administration, 25

1

Southwestern Power Administration, 251

Space investigations, unmanned, 88
Space flight, manned, 88

Space programs, new obligational authority and
expenditures for, table H-14, 423

Space research and technology:

Analysis of activities, text and table ( 1 963-65

payments to the public and recommended
1965 NOA by program), 87-90

1954-65, chart, 89

Discussion, 21-22

NOA and expenditures, 1963-65, distributed

by agency, table 14, 1 33

Special projects. White House Office, 1 65

Sport Fisheries and Wildlife, Bureau of, 247-248

Standards, National Bureau of, 195

State, Department of, 263-267

State and local governments. Federal aid to,

see Aid to State and local governments
Statistical programs:

Analysis, 436-439

Obligations for, by agency, table J-2, 438

Obligations for, by broad subject areas, table

J-1.437
Statistical Reporting Service, Agriculture, 176

Strength and composition of Active Armed
Forces, 73

Study Commissions, U.S.—Southeast River

Basins and Texas, 307

Subversive Activities Control Board, 304

Supreme Court of the United States, 1 62

Surplus or deficit:

Administrative budget, 1789-1965, table 15.

454

Surplus or deficit—Continued
Consolidated cash statement, and national
income accounts, Federal sector, 1940-65,
table 16, 455

T

Tariff Commission, 305

Tax Court of the United States, 305

Tax reduction, discussion, 11-15

Technical Services Office (Commerce), 196

Tennessee Valley Authority, 305

Territories, Office of, 241-242

Territories and possessions, 131

Topographic surveys and mapping, 100

Trade Adjustment Office (Commerce) , 1 93

Trade expansion, 102

Trade Negotiations, Special Representative for,

167

Transportation:

Commerce, 197

Inland waterways, user charges on discussion,

15

Mass, urban area, discussion, 25

Tax and user charges on, text and table, 60-61

Transportation, see also Commerce and trans-

portation

Transportation and communications activities,

General Services Administration, 279-280

Transportation policies, 104

Transportation programs:

Aviation, 104

Discussion, 23-24

Expenditures, 1954-65, chart, 24

Water, 105

Travel Service, U.S. (Commerce) , 1 93

Treasurer, Office of the, 270

Treasury Department, 268-274

Trust funds:

Analysis of, 337-346

Balances, table B-6, 342

By agency, grand totals, 309-323

Expenditures:

By agency, summary, table 5, 45

Aid to State and local governments.

1954-65, chart, 427

Aid to State and local governments, by
agency, table I-I, 429

Aid to State and local governments, by
function, agency, and program, table

H-3, 461

By function, 1954-65, table 18, 463

By function, summary, table 1, 41

By fund, table B-4, 341

Investment, operating, and other, sum-
mary, table 6, 46

Investment, operating, and other, table

D-2, 367-370

Relation of, to obligational authority, sum-
mary, table 8, 49
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Trust funds—Continued

New obligational authority, by type and
function, and by agency, summary, table 3,

43-44

Obligational authority, balances of, by

agency and type, summary, table 10. 51

Obligations incurred, net. by agency, table 9.

50

Receipts:

By fund, table B-4. 341

By source:

1954-65. table 17.456

Detailed list, table 13. 67

Summary, table 1. 41

Text table. 57

Revolving, expenditures and applicable re-

ceipts, table B-5. 341

Summary, table 1, 41

U

Unemployment insurance revision, discussion

of, 26

United States Arms Gjntrol and Disarmament
Agency, 305

United States Information Agency, 306

United States Secret Service, 271

United States Soldiers' Home, 215

United States Territorial Expansion Memorial
Commission, 298

United States Travel Service (Commerce), 193

Urban Renewal. 24, 107-109

User charges, discussion, 15

User charges, proposed, estimated effect of.

on receipts, text and table. 60-61

Utilization and disposal activities. General

Services Administration, 279

Veterans Administration, 288-290

Veterans benefits and services:

Analysis of activities, text and table (1963-65

payments to public and recommended 1 965

NOA by program or agency), 123-127

Discussion, 27

NOA and expenditures. 1963-65. distributed

by agency, table 14, 137-138

Program trends 1954-65, chart, 126

Virgin Islands Corporation, 252-253

Vocational education, discussion, 26

Vocational rehabilitation, 50

Vocational Rehabilitation Administration, 221

w
Wage and Hour Division. 260

Wage and Labor Standards. 259-260

Water and power development. 248-251

Water research, obligations for, by agencies text

and table H-1 5. 424

Water resources development, expenditures for,

table F-6, 390

Weather Bureau, 196-197

Weather service, see Meteorology

Welfare, see also Health and welfare

Welfare Administration (DHEW). 232-233

White House Office, 165

Women's Bureau, 259

Woodrow Wilson Memorial Commission, 298

Workload increases for selected programs,

1954-65. chart, 34

Youth training and employment, 26
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