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A NOTE ON THE FORMAT OF THE BUDGET

Data relating to the budget for 1968 are published in a group of
five documents. The Budget of the United States Government is pre-
sented 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.

The Budget of the United States Government—Appendiz contains the
text of appropriation estimates proposed for the consideration of
Congress together with specific reference materials on the various
appropriations and funds, as well as supplementary schedules required
by law with respect to details of personnel compensation.

The Budget of the United States Government— The District of Columbia
contains the estimates for the municipal government of the District
of Columbia.

A pamphlet type of publication, The Budget in Brief, is available
for those who wish a much more concise presentation than any of
the three official volumes. A second pamphlet type of publication,
Special Analyses, Budget of the United States, contains the four special
analyses which are printed in the budget, and nine additional analyses.

Budget documents for the fiscal year 1968, 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, 1968 ($1.50).

2. The Budget of the United States Government, 1968—Ap-
pendix ($6.50).

3. The Budget of the United States Government, 1968—The
District of Columbia (45 cents).

4. The Budget in Brief, 1968 (35 cents).

5. Special Analyses, Budget of the United States, 1968 (55
cents).
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BUDGET MESSAGE OF THE PRESIDENT

To the Congress of the United States:
A Federal budget lays out a two-part plan of action:
* Tt proposes particular programs, military and civilian, designed
to promote national security, international cooperation, and do-
mestic progress.
* It proposes total expenditures and revenues designed to help
maintain stable economic prosperity and growth.

This budget for fiscal year 1968 reflects three basic considerations:

* In Vietnam, as throughout the world, we seek peace but will pro-
vide all the resources needed to combat aggression.

* In our urgent domestic programs we will continue to press ahead,
at a controlled and reasoned pace.
* In our domestic economy we seek to achieve a Tth year of un-
interrupted growth, adopting the fiscal measures needed to finance
our expenditures responsibly, permit lower interest rates, and
achieve a more balanced economy.

In recent years, the American economy has performed superbly.
Since 1963, our Nation’s output has risen at an average rate of 5.5% a
year. 5.3 million more people are employed and 1.2 million fewer
unemployed. Industrial capacity has grown by 18%, and far less of
it is idle than was the case 3 yearsago.

During this past calendar year alone:

* Qur Nation’s gross national product — apart from price changes—

has grown by nearly 5.4%.

* The unemployment rate has remained at or below 4% for the first

time in 13 years.

* More than 3 million additional jobs were found in nonagricultural

employment, the largest yearly gain experienced since 1942,

* Corporate profits and personal income have each grown about 8%

to record levels.

We have at the same time become engaged in a major effort to deter
aggression in Southeast Asia. Some $19.9 billion of the Nation’s
resources will go to support that effort in the current fiscal year
and $22.4 billion in 1968. This past year our economy met these
requirements with minimum strain and disruption.

7
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8 THE BUDGET FOR FISCAL YEAR 1968

We have also embarked upon a series of new programs to lift the
quality of American life in the fields of health, education, urban de-
velopment, pollution control, and the war on poverty. Yet'the produc-
tivity and vitality of our economy is such that the total Federal budget
in 1968, including the full costs of the Vietnam conflict, the new pro-
grams, and all of the various Federal trust funds, will account for
only 114% more of our gross national product than it did 3 years
ago. Since the gross national product rose sharply over these 3
years, we have been able to meet our increased commitments abroad,
move forward with urgent social programs at home, and still pro-
vide a massive expansion in goods and services available for private
consumption and investment.

During the year and a half since the decision to send troops to Viet-
nam, consumer prices have risen 4.5% in spite of efforts to hold them
down. We have, nevertheless, had considerably better success than in
similar periods during World War IT and the Korean conflict. Then,
prices rose 13.5% and 11% respectively, even with the imposition of
price and wage controls which we have avoided.

The economic performance of the past 3 years did not just happen.
It grew out of the ingenuity, hard work, and imagination of all parts
of American society. But the one element which provided a catalyst
for all the rest was the imaginative and flexible use of Federal fiscal
policy.

In 1964, and again in 1965, tax reductions were enacted which gave a
strong stimulus to the economy. Idle capacity came into operation,
new capacity was built, and both the numbers and productivity of the
Nation’s workforce rose sharply.

In late 1965 and early 1966, however, as the economy rapidly ap-
proached full capacity operation, inflationary pressures began to
develop.

On two occasions, I proposed, and the Congress promptly enacted,
tax changes aimed at dampening those pressures. At the same time
I made every effort to postpone, stretch out, or eliminate all but the
most essential Federal expenditures. Cutbacks totaling over $5 bil-
lion in program levels and $3 billion in expenditures are being under-
taken by Federal agencies during the current year. These actions
contributed to a welcome moderation of inflationary pressures in the
latter part of 1966.

FISCAL PROGRAM FOR 1968

In the budget for 1968, I am again proposing a fiscal program
tailored to meet responsibly the needs of an expanding economy.
This program will require a measure of sacrifice as well as continued
work and resourcefulness.
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THE BUDE}E‘T MESSAGE OF THE PRESIDENT 9

In the year ahead, defense expenditures will continue to rise as we
carry out our obligations in Vietnam. After a rigorous review of
civilian programs and a sharp paring of spending requests, a modest
increase in domestic expenditures will be required as we press for-
ward to meet our obligations at home. Equity also demands that we
increase substantially social security benefits for our older citizens so
that they share in the Nation’s growing income which their own past
work and investment helped to bring about. And finally, during the
coming year, we must take every reasonable step to permit a continua-
tion of the move toward easier monetary conditions and lower interest
rates which is now clearly under way.

Under these circumstances, I am proposing a temporary 6% sur-
charge on both corporate and individual income taxes. I also ask
that individuals in the lower income brackets be exempt from the
surcharge. The tax should remain in effect for two years, or for
such period as may be warranted by our unusual expenditures in
Vietnam. I will not hesitate to recommend an earlier expiration date,
however, if the fiscal requirements of our commitments in Vietham
permit such action. In addition, I recommend legislation to provide
a further acceleration of certain corporate tax payments.

With these new measures, and the expenditures I am proposing, the
Federal budget deficit as measured in the national income accounts will
be $2.1 billion in fiscal year 1968, compared to $3.8 billion in fiscal year
1967.

The national income accounts budget is the measure developed and
used for over three decades by economists and fiscal experts to judge
the impact of the Federal budget on the flow of income and production
in the economy. Its measures of total Federal receipts and expendi-
tures are the same as those used in recording the receipts and expendi-
tures of business firms and individuals. Together with data on busi-
ness and individuals, the national income accounts budget is used to
build up official statistics on gross national product and national
income.

Unlike the more traditional administrative budget, the national
income budget:

* includes the large expenditures and receipts of the Federal Gov-
ernment’s trust funds, but

* excludes Federal loans and receipts from the sale of loans, since
these are not recorded as income or expenditures in the accounts of
business firms or individuals.

I am emphasizing the national income accounts as a measure of
Federal fiscal activity because the traditional administrative budget
is becoming an increasingly less complete and less reliable measure of
the Government’s activities and their economic impact. For example,
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10 THE BUDGET FOR FISCAL YEAR 1968

trust fund- financed activities not reflected in the administrative budget
now approximate one-third of that budget. More specifically, the
fiscal year 1968 administrative budget excludes $48.1 billion of trust
fund receipts and $44.5 billion of trust fund expenditures,

In addition, the treatment of lending as equivalent to spending in
both the administrative and cash budgets is not suitable for an analysis
of the budget’s impact on the flow of national production and income.

To .permit a higher 1968 budget deficit than the $2.1 billion in-
volved in my fiscal recommendations would, I believe, be unacceptable,
We would run substantial risks of :

* choking off the much-desired move toward lower interest rates
by placing too much of our stabilization effort on the shoulders of
monetary policy, and

renewing inflationary pressures, particularly in the latter half
of this year. -

On the other hand, to seek a lower deficit or a gurplus through a
more restrictive fiscal program would be unwarranted and self-
defeating under present economic conditions. Such a fiscal policy
could depress economic activity, reduce the incomes of individuals and
corporations, and thereby fail to secure the revenues it was designed
to achieve.
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THE BUDGET MESSAGE OF THE PRESIDENT 11

SUMMARY OF FEDERAL RECEIPTS AND PAYMENTS

[Fiscal years. In billions]

Description 1966 1967 1968
actual estimate | estimate

FEDERAL RECEIPTS

National income accounts receipts—Federal sector.____._______ $132.6 | $149.8 $167.1
Deduct: Timing adjustment (cash vs. accrual)..__._.._.______ -1.2 -39 4
Add: Loans repaid, differences in coverage, and other adjust-
MENRS oo 7 1.0 1.4
Total cash receipts from the public_____________________ 134.5 154.7 168.1
Deduct: Trust fund receipts_. ... ... - o . . __..______. 34.9 4.9 4.1
Add: Intragovernmental transactions and other adjustments__.__ 5.1 7.2 7.0
Administrative budget receipts.._______________________ 104.7 117.0 126.9

FEDERAL PAYMENTS

National income accounts expenditures—Federal sector...______ 132.3 153.6 169.2
Deduct: Timing adjustment (cash vs. accrual) _____._._______ —-.3 .2 4
Add: Loans, differences in coverage, and other adjustments..____. 5.2 7.5 3.6

Total cash payments to the public__.______.____________. 137.8 160.9 172.4
Deduct: Trust fund expenditures_._____.____________________ 34.9 40.9 44.5
Add: Intragovernmental transactions and other adjustments. ___ 4.0 6.8 7.1

Administrative budget expenditures_. _______________.___ 107.0 126.7 135.0

EXCESS OF RECEIPTS (+) OR PAYMENTS (-)

National income accounts—Federal sector_____________________ +.3 -3.8 -2.1
Receipts from and payments to the publie..___________________ -3.3 —6.2 —4.3
Administrative budget. ____________ .. ... -2.3 -9.7 —8.1

The economy, the budget, and the aims of our society would be
jeopardized by either a larger tax increase or by large slashes in mili-
tary or civilian programs. I have reviewed these programs carefully.
Waste and nonessentials have been cut out. Reductions or postpone-
ments have been made wherever possible. The increases that are pro-
posed have been carefully selected on the basis of urgent national
requirements. ‘

The Congress through the appropriations process, will, of course,
subject these programs to a searching examination. I welcome that
examination. But it is my judgment that major cuts cannot be made
without serious impairment to vital national objectives—in defense, in
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12 THE BUDGET FOR FISCAL YEAR 1968

education, in health, in the rebuilding of our cities, and in the attack on
poverty.

This Nation is healthy and growing. It can—and, I believe, must—
continue to move forward :

* in the defense of freedom against aggression;

* in the search for international peace and cooperation; and

* in the effort to improve the quality of American life.
At this juncture in our history we have two choices:

* tostand still and mark time; or

* to press ahead responsibly and confidently.

For my part, I have chosen the latter course. That choice is reflected
in my budgetary and fiscal proposals.

BUDGET SUMMARY

Federal expenditures, as measured in the national income accounts
will rise from $153.6 billion in fiscal year 1967 to $169.2 billion in
1968. That increase is composed of four major elements:

* $5.8 billion for Vietnam and other national defense outlays;

* $6.2 billion in benefits under the Federal Government’s social

security and other trust funds, two-thirds of which results from

the new social security legislation I am proposing;

* $1 billion for the cost of military and civilian pay increases, to

keep abreast of rising salaries in private industry; and

* $2.6 billion for all other programs of the Federal Government.

Federal revenues will increase more rapidly than expenditures, from
$149.8 billion in fiscal year 1967 to $167.1 billion in 1968, reflecting both
the growth in the economy and the effect of the tax legislation I am
recommending. The Federal deficit, as measured in the national in-
come accounts will, therefore, decline between 1967 and 1968 from $3.8
billion to $2.1 billion.

While the national income accounts budget is the most appropriate
measure of the overall economic impact of the Federal budget, a dis-
cussion of individual Federal programs is best carried out in terms
of the more conventional administrative budget and the various Fed-
eral trust funds.
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THE BUDGET MESSAGE OF THE PRESIDENT 13

Administrative budget expenditures will amount to $126.7 billion
in 1967 and $135.0 billion in 1968. In these 2 years, revenues in the
administrative budget are estimated to rise from $117.0 billion to
$126.9 billion. As a result, the budget deficit will fall from $9.7 bil-
lion in the current fiscal year to $8.1 billion in 1968. *

Administrative budget expenditures in fiscal year 1967 are $13.9 bil-
lion higher than the expenditures I estimated in my budget message a
year ago. $9.6 billion of the increase is accounted for by the enlarged
military program. Another $3.0 billion results from the impact of
tight money on the Federal budget, and $1.3 billion from expenditure
re-estimates, as workloads increased in such programs as public assist-
ance, Medicare, and the postal service. Potential further expendi-
tures of $2.6 billion, from Congressional additions to my 1967 au-
thorization and appropriation recommendations, were roughly offset
by the budget reductions I instituted last fall. Of the $3 billion
expenditure reductions, $2.6 billion will occur in administrative budget
programs and about $0.4 billion in the trust funds.

National Defense
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14 THE BUDGET FOR FISCAL YEAR 1968

In 1968, deferise outlays will account for $75.5 billion, or 56%, of
the total budget. Of the remaining expenditures, some $29.4 billion,
or 22%, are spent on programs under which payments are fixed by law
or are otherwise uncontrollable—interest on the public debt, veterans
compensation and pensions, public assistance, Federal general revenue
contributions to Medicare, and the like. Another $15.3 billion or 11%
will be spent in 1968 to complete contracts or obligations entered into
in prior years—the purchase of mortgages under earlier commitments,
the completion of construction begun in 1966 or 1967, and so forth.

The remaining $14.9 billion, or 11% of the budget, may be consid-
ered as “controllable” expenditures in 1968. And even these include
such indispensable programs as law enforcement, the collection of
taxes and customs, the upkeep of our national parks, and the opera-
tion of the Nation’s air navigation facilities.

ADMINISTRATIVE BUDGET EXPENDITURES

[Fiscal years. In billions)

Type of controllability 1966 1967 1968
actual estimate | estimate
National defense____ .. __________ . ___. $57.7 $70.2 $75.5
Relatively uncontrollable civilian expenditures:

Major programs _________________________________________ 24.1 28.3 29.4
Interest ... 12. 1 13.5 14.2
Veterans pensions, compensation, and insurance___________ 4.2 4.7 4.9
Public assistance grants_______________________________._._ 3.5 3.9 4.2
Farm price supports (Commodity Credit Corporation) .. ... 1.3 1.6 1.6
Postal public service costs and revenue deficit (exlstmg law)__ 8 1.1 1.1
Health insurance payments to trust funds_________2_______[..__...____ 1.0 9
Legislative and judiciary________________________________ .3 4 4
Other__ 1.8 2.2 2.3

Payments on prior contracts and obligations____________.____ 11.5 14.3 15.3

Relatively controllable civilian expenditures .. _______________ 13.6 13.9 14.9

Proposed pay increases._ .. o oo oo 1.0

Sale of financial assets_____._______.._____________________. -3.0 -3.9 5.3

Other . . e 16.6 17.8 19.2

Total administrative budget expenditures______._ ... ________ 107.0 126.7 135.0

In the 1968 budget I have sought to recommend increases only
where these are vitally necessary to meet the needs of a growing so-
ciety. I have given particular, but selective, attention to programs
designed to bring into the mainstream of American life those to whom
opportunities are now denied.
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THE BUDGET MESSAGE OF THE PRESIDENT 15

At the same time, my 1968 budget incorporates substantial econo-
mies in operations. New projects under many Federal construction
programs will be held to a modest level, well below the average of
prior years and below the level to which they can rise when our fiscal
problems are less urgent.

By 1966, Federal civilian agencies had achieved improvements in
operations which netted a saving in that year of $1.7 billion compared
to their level of efficiency 2 years earlier. The Defense Department’s
Cost Reduction Program begun in 1961 yielded savings of $4.5 billion
in 1966. Those efforts will continue in fiscal years 1967 and 1968.

The effect on the Federal budget of selective expansions in high pri-
ority programs combined with economies in operation are summar-
ized in the accompanying table.

CIVILIAN ADMINISTRATIVE BUDGET EXPENDITURES

[Fiscal years. In billions]

1966 1967 1968 Change,
actual estimate | estimate 1967 to
1968
Total civilian___________________________________. $49.3 $56.5 $59.5 +$3.0
Major education programs______________.________ 2.8 4.0 4.6 +.6
Major health programs____.__.._________.______ 2.5 4.3 4.8 +.5

Other major social programs:
Welfare, labor, and economic opportunity
PrOrams. - .. oo_._. 5.1 6.1 6.5 +.4
Housing and community development, regional

development, and pollution control_._______ 1.2 2.0 2.4 +.4
Interest___._ . . ... 12.1 13.5 14.2 +.6
Proposed pay increases_ ... __________.___ .. _ | _ ... _____ 1.0 +1.0
Sale of financial assets____._____________________ -3.0 -3.9 —5.3 -1.4
All other civilian expenditures________.______.___ 28.4 30.5 31.3 +.8

In the 1968 budget I am proposing to sell $5 billion in partici-
pation certificates. These certificates are a means by which Fed-
eral credit programs can be financed, and point up the role of the Fed-
eral Government as an intermediary, assisting borrowers to find sources
of credit. The sale of these certificates also has the advantage of
making the cash and administrative budgets more closely akin to the
national income accounts budget since, in effect, it removes the impact
of new lending from the cash and administrative budget totals.
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16 THE BUDGET FOR FISCAL YEAR 1968

My detailed budget plans provide for the possible sale of $5,750
million of these certificates. The overall budget totals, however, make
an allowance for a possible shortfall of $750 million in the actual sales
of these certificates. While this tends to raise the reported deficit in
the administrative budget, I have made such an allowance in order to
present more conservative estimates to the Congress, taking into ac-
count the uncertainty of future conditions.

NEW OBLIGATIONAL AUTHORITY

New obligational authority recommended for fiscal year 1968 in the
administrative budget totals $144.0 billion. This is an increase of $4.4
billion over the current estimate for fiscal year 1967, of which $2.5
billion is for the Department of Defense and the military assistance
program combined.

Of the total new obligational authority estimated for 1968, the
Congress will have to act this year on $126.5 billion. The remaining
$17.5 billion will become available under “permanent” authorizations
without further congressional action ; interest on the public debt rep-
resents 80% of this amount. Most of the $50.2 billion in new obliga-
tional authority estimated for 1968 for trust funds represents revenues
from special taxes which are also appropriated automatically.

NEW OBLIGATIONAL AUTHORITY

[Fiscal years. In billions]

Description 1966 1967 1968
actual estimate | estimate

Total authorizations requiring current action by Congress:

Administrative budget funds_____________________________. $110.9 $123.9 $126.5

Trustfunds_ . ... .5 5.1 1.7
Total authorizations not requiring current action by Congress:

Administrative budget funds_____.___.____._____._________ 15.5 15.7 17.5

Trust funds. ... 36.2 45.8 48.6
Total new obligational authority:

Administrative budget funds___.._.______________________. 126.4 139.6 144.0

Trustfunds_ . ... 36.7 50.8 50.2

Apart from Defense and military assistance, the 1968 new obliga-
tional authority recommended for Congressional action in the admin-
istrative budget will amount to $51.3 billion. The proposed amounts
result from a thorough evaluation and review of program levels and
needs and have been held to the minimum that will assure orderly
progress in meeting national program objectives.

Major increases in new obligational authority, other than for the
Department of Defense, include :
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THE BUDGET MESSAGE OF THE PRESIDENT 17

* $1.2 billion for the Department of Housing and Urban Develop-

ment, including the newly-enacted model cities program.

* $1.0 billion for proposed civilian and military pay increases.

* $0.9 billion for the Department of Health, Education, and Wel-

fare, mainly for public assistance, education, Medicaid, and various

other health activities.

* $0.6 for the permanent appropriation for interest on the public

debt.

Major decreases include:

* $1.8 billion for the Department of Agriculture, largely due to

the reduced capital needs of the Commodity Credit Corporation and

the proposal to establish revolving funds for the Rural Electrifica-
tion Administration.

* $1 billion for the Tennessee Valley Authority since its needs for

bond-issuing authority for the next several years were met by an

increase of this amount granted in fiscal year 1967.

* $0.6 billion for the Post Office, reflecting proposed postal rate

increases.

The 1967 estimate in the administrative budget includes $14.3 billion
in recommended supplemental appropriations which the Congress
is being requested to enact this year. Of this total, $12.3 billion is
for support of military operations in Southeast Asia. The remaining
supplemental amounts are needed mainly (1) to” provide adequate
financing for certain relatively uncontrollable costs which are based
on eligibility and demand for services under provisions of existing
law~—such as for public assistance grants, postal services, and vet-
erans’ compensation and pensions and (2) to cover part of the cost of
military and civilian pay increases and new programs which were
enacted last year but for which appropriations were not provided.
The estimates presented in this budget reflect fully this additional
new obligational authority for the current year and the related
expenditures.

FEDERAL PROGRAMS AND EXPENDITURES

Military forces able to defend the cause of freedom in Vietnam and
to counter other threats to national security require substantial
resources.

Yet we cannot permit the defense of freedom abroad to sidetrack
the struggle for individual growth and dignity at home. Under my
budget proposals, we will move forward at a reasonable rate the pro-
grams to broaden opportunities for the poor or disadvantaged and
continue the steady advance in their effectiveness achieved in the last
3 years.

250-000 0—67——2
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18 THE BUDGET FOR FISCAL YEAR 1968

PAYMENTS TO THE PUBLIC

[Fiscal years. In billions]

Function 1966 1967 1968
] actual estimate | estimate

Administrative budget expenditures:

National defense_ ... $57.7 $70.2 $75.5
Excluding special Vietnam___________.__________________. (51.9) (50.8)] (53.6)
International affairs and finance_ .. ___________.._____.___ - 4.2 4.6 4.8
Excluding special Vietnam.. ... ... _ . ... . .. ___ (3.9 4.1) 4.3)
Space research and technology. ... ... . ___________ 5.9 5.6 5.3
Agriculture and agricultural resources___.._________________ 3.3 3.0 3.2
Natural resources_ - ... oo .. 3.1 3.2 3.5
Commerce and transportation.. . ... ..o oo . 3.0 3.5 3.1
Housing and community development______________________ .3 9 1.0
Health, labor, and welfare___.___________________________._. 7.6 10.4 1.3
Education_ .. 2.8 3.3 2.8
Veterans benefits and services___ ... ... ____.______ 5.0 6.4 6.1
Interest. . L 12.1 13.5 14.2
General government______________________________________ 2.5 2.7 2.8
Allowances:
Civilian and military pay increase____________________ .| ... 1.0
Possible shortfall in asset sales_.. ... .. ________ |-l _ ... .8
Contingencies_ - - -~ oo oo i .1 4
Interfund transactions (deduet) .. _______________.___.____ .6 .8 i
Total, administrative budget expenditures________._____. 107.0 126.7 135.0
Trust fund expenditures:
Health, labor, and welfare_____._ .. _________ . ____________ 26.4 31.5 37.1
Commerce and transportation_ ___________.________..______ 3.8 3.7 3.7
National defense . . .8 I.1 1.4
Agriculture and agricultural resources. . ____._______________ 1.2 1.4 1.2
Housing and community development______________________ 3.2 3.0 1.0
Veterans benefits and services_ _________________________._. .6 .8 .6
Allother ___ .. -2 1 3
Interfund transactions (deduct) . _______________________.__ .8 7 i
Total trust fund expenditures__________________._______ 34.9 40.9 44.5
Intragovernmental transactions and other adjustments (deduct) ... 4.0 6.8 7.1
Total payments to the public___.._______.____________. 137.8 160.9 172.4

To assure that the budget fully covers all the costs which we might
reasonably expect in the coming year, the total includes $2.2 billion
in special allowances to provide for (1) proposed increases in the pay
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THE BUDGET MESSAGE OF THE PRESIDENT 19

of military and civilian personnel, including postal employees, (2) the
possibility of some shortfall in planned sales of financial assets, and
(3) unforeseen contingencies and the possible costs of programs on
which definite decisions have not yet been made, such as the develop-
ment of a prototype supersonic air transport and a nuclear space
rocket.

The highlights of the proposed Government program for 1968
follow:

National defense—Today, our military requirements are dictated
by two fundamental realities. We must continue to counter aggres-
sion in South Vietham. We must also continue to enhance our ability
to meet changing threats to our freedom and security elsewhere. The
1968 budget will insure that our forces remain equal to both these
tasks.

Though small in relation to the Nation’s total economic activity, the
cost of honoring our commitment to South Vietnam is nevertheless
substantial. Expenditures necessary to support military operations in
Southeast Asia will total $21.9 billion in 1968, about three-tenths of
budget expenditures for national defense. A year ago we were in the
midst of a rapid buildup of our forces in Vietnam. Rather than sub-
mit a budget to the Congress based on highly uncertain estimates, I
requested funds sufficient to finance the conflict through fiscal year
1967. At the present time the situation is different. While unfore-
seen events can upset the most careful estimate, we are in a much
better position to determine our future requirements in Vietnam. As
a consequence, my 1968 budget provides for those requirements on a
continuing basis, including the possibility of an extension of combat
beyond the end of the fiscal year.

In 1968, we will :

* Continue intensive development of Nike-X but take no action
now to deploy an anti-ballistic missile (ABM) defense; initiate
discussions with the Soviet Union on the limitation of ABM deploy-
ments; in the event these discussions prove unsuccessful, we will
reconsider our deployment decision. To provide for actions that
may be required at that time, approximately $375 million has been
included in the 1968 budget for the production of Nike-X for such
purposes as defense of our offensive weapon systems.

* Maintain our decisive strategic superiority by initiating procure-
ment of the advanced Poseidon submarine-launched missile, im-
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20 THE BUDGET FOR FISCAL YEAR 1968

proving our present strategic missiles, and further safeguarding
our capacity to direct our forces in the event of attack.

* Provide our forces in Vietnam with all the weapons and supplies
they need and add to our war reserves at the same time.

* Add to the mobility and effectiveness of our general purpose forces
by increasing the firepower of our ground forces, enlarging our
helicopter strength, pursuing a vigorous shipbuilding and con-
version program, and purchasing additional modern tactical
aircraft.

* Increase our airlift and sealift capabilities by further procure-
ment of the giant C-5A transport plane, and procurement of 5
fast-deployment logistics ships.

* Continue the vigorous research and development programs vital
to maintaining the most modern, versatile, and potent forces in the
world.

These sizable increases in our capabilities for nuclear, conventional,
or countersubversive conflict are necessary and prudent. Neverthe-
less, security needs will continue to be met without waste or ex-
travagance. Our defense programs must be conducted as efficiently
and economically as possible. In 1968, the Defense Cost Reduction
Program will continue to produce significant savings.

International affairs and finance—In the long run, greater op-
portunities and security for our own citizens will be possible only if
other peoples also share in progress toward a better and more secure
life. To this end, our international programs in the coming year will
emphasize helping the less developed nations to increase their food
production, expand their educational opportunities, and improve the
health of their citizens.

Based on a thorough review of our economic assistance objectives
and programs, I will recommend new legislation and specific actions
to:

* Require more effective self-help measures by recipient countries
as a condition for U.S. aid;

* Increase the amount of assistance for the key sectors of agricul-
ture, health, and education;

* Support regional arrangements and make greater use of multi-
lateral channels through which other nations cooperatively share
the costs of economic development;

* Encourage greater participation by private enterprise in the devel-
opment process; and
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THE BUDGET MESSAGE OF THE PRESIDENT 21

¢ Concentrate our aid in those countries where successful develop-

ment is most probable.

We are gratified by the achievements of the Alliance for Progress
and shall continue to work closely with our hemispheric neighbors to
help build schools and homes, create new jobs, and improve health and
nutrition. But much remains to be done. I shall be meeting shortly
with the chief executives of the other American governments to review
the goals and progress of the Alliance. At that time we will consider
new cooperative programs to accelerate growth in critical areas.

In South Vietnam, we will increase our economic assistance for proj-
ects directly aiding people in the villages and hamlets. This stepped-
up effort is urgently needed to help these people construct their farms
and houses in safety and build the foundations for a better life in that
strife-torn country.

To pursue the War on Hunger more effectively, our assistance to
agriculture and our Food for Freedom shipments will encourage and
support efforts by the developing nations to increase their own food
production. In cooperation with other nations, we will also carry out
a pioneer program to find ways to utilize the vast unexploited food
resources of the sea. v

The International Development Association, which is managed by
the World Bank, has proven an effective means of international coop-
eration to promote economic development. Its current resources,
however, will soon be exhausted. Following the successful conclusion
of negotiations between the IDA and the developed nations of the
world, I will request authorization for the United States to pledge
its fair share towards an additional contribution to this organiza-
tion in ways consistent with our balance of payments policy. I also
intend to propose legislation which will permit us to join other members
in a replenishment of the Inter-American Development Bank’s Fund
for Special Operations.

To enable the Export-Import Bank to fulfill its role of assisting
our export trade, which is so vital to our balance of payments, I am
recommending that its lending authority be increased and its life
extended for another five years.

Space research and technology.—In 1961, this Nation resolved to
send a manned expedition to the moon in this decade. Much hard
work remains and many obstacles must still be overcome before that
goal is met. Yet, in the last few years we have progressed far enough
that we must now look beyond our original objective and set our course
for the more distant future. Indeed, we have no alternative unless we
wish to abandon the manned space capability we have created.
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22 THE BUDGET FOR FISCAL YEAR 1068

This budget provides for the initiation of an effective follow-on
to the manned lunar landing. We will explore the moon. We
will learn to live in space for months at a time. Our astronauts will
conduct scientific and engineering experiments in space to enhance
man’s mastery of that environment.

The Surveyor and Orbiter projects, in photographing the moon,
have demonstrated dramatically the value of unmanned spacecraft
in investigating other objects in the solar system. Accordingly, we
are proceeding with the development of the Voyager system for an
unmanned landing on Mars in 1973. We will also continue other
unmanned investigations nearer the earth.

In recent years the National Aeronautics and Space Administration
and the Atomic Energy Commission have jointly undertaken the
development of nuclear rocket propulsion technology. We are now
considering whether that effort should be expanded to the development.
of the rocket itself. The overall budget totals allow for the possibility
of proceeding if an affirmative decision is reached.

These new ventures are the result of careful planning and selectivity.
We are not doing everything in space that we are technologically
capable of doing. Rather, we are choosing those projects that give
us the greatest return on our investment.

To support these new projects and to maintain our existing pro-
grams, an increase of $82 million is requested in new obligational
authority for the National Aeronautics and Space Administration for
1968. Expenditures, however, will decline by $300 million in the
coming year, primarily because of reduced requirements for the
manned lunar landing program.

Agriculture and agricultural resources.—Rising domestic and
foreign demands have highlighted the importance of maintaining a
healthy and productive agricultural economy. During the past year
our surplus commodity stocks have been substantially reduced. As a
result, restrictions on the production of wheat and feed grains have
been eased in order to allow the Nation to maintain adequate reserves.

The increasing demand for agricultural commodities provides a
favorable outlook for many of our commercial farmers. However, a
large number of rural people cannot achieve an adequate income even
with a prosperous agriculture. Labor requirements on the Nation’s
farms have declined drastically in the last quarter of a century.
Unemployment and underemployment in rural areas have resulted.
Consequently, rural communities are often unable to provide and main-
tain essential public services—good schools, modern hospitals, and
other necessary community facilities—to meet today’s needs.
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I have directed the Secretary of Agriculture to take the lead in
helping rural people achieve a quality of living comparable to other
segments of our population. To this end, the Department of Agricul-
ture will work with State and Federal agencies and with local groups
to help rural communities make the best use of all existing govern-
mental programs. In addition, legislation is needed to encourage
establishment of pilot multi-county development districts.

To assure modern and efficient electric and telephone services for
rural people, legislation should be enacted promptly to provide new
sources of private financing for Rural Electrification Administration
borrowers, while minimizing Federal outlays.

Natural resources—My recommendations in this budget for nat-
ural resource conservation and development will help meet the most
urgent needs of our people and the requirements for economic growth.

Action must be taken now to:

* Reduce water pollution in our lakes, rivers, and estuaries.

* Insure an adequate supply of pure water.

* Preserve scenic areas of irreplaceable natural beauty—scenic

rivers, the Redwoods, North Cascades in the State of Washington,

and the historic Potomac Valley.

* Forestall the escalation of land prices in the acquisition of Fed-

eral lands for recreational use.

The continued pollution of our rivers, lakes, and estuaries is one of
the major resource problems facing this Nation. The transfer last
year of the Federal Water Pollution Control Administration to the
Department of the Interior now permits a major attack on the prob-
lems of water pollution in entire river basins. In 1968, the Depart-
ment will also give major emphasis to reviewing and approving State
standards required by the Water Quality Act of 1965.

Many regions of the country are facing increasingly critical prob-
lems of adequate supply and efficient use of water. I urge prompt en-
actment of legislation to establish a National Water Commission to
assess our major water problems and develop guidelines for the most
effective use of available water resources.

I also recommend legislation to enable the Department of the Inte-
rior to participate with the Metropolitan Water District of Southern
California and the Atomic Energy Commission in developing and
constructing a large prototype power and desalting plant. This will
be a major step toward the development of economical projects for
conversion of seawater to fresh water.
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24 THE BUDGET FOR FISCAL YEAR 1968

This budget provides for continued investment in the development
and improvement of our vital water resources. Last fall, however, in
order to help relieve inflationary pressures on the economy, I directed
Federal agencies to slow down or defer construction projects wherever
possible in fiscal year 1967. For 1968, I am recommending that a
small number of new water resources projects be started. Advance
planning will begin on a number of projects to be constructed in later
years.

Authorized recreation areas must be acquired as promptly as possible
to avoid speculative increases in land prices. Accordingly, I propose
that an advance appropriation be made to the Land and Water Con-
servation Fund for this purpose.

A significant advance in research on the fundamental structure of
matter will be made possible with the construction of a 200 billion
electron volt accelerator by the Atomic Energy Commission. This
research machine, to be located near Chicago, Illinois, is expected to
provide U.S. physicists with the world’s highest energy proton beam.
Design funds are provided in the 1968 budget.

Commerce and transportation.—A strong and balanced national
economy requires:

* Accurate and timely information;;

¢ Efficient transportation facilities;

* Rapid communication; and

* Special aids to lagging regions and sectors of the Nation.

Accordingly, the Federal Government will augment significantly
its investment in commerce and transportation programs in the year
ahead. The 1968 budget provides funds to:

¢ Increase technical services and other aids to business;

* Undertake a special sample survey to pinpoint the social and
economic needs of our people;

* Give added impetus to our efforts to encourage travel to the U.S.
and our export promotion programs to improve our balance of
payments;

* Support a World Weather Watch to improve long-range weather
forecasting ;

* Explore means for modifying the weather, and examine the im-
plications of this new science;
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* Strengthen our effort to encourage regional economic develop-

ment ; and

¢ Improve our transportation facilities and services under the lead-

ership of the new Department of Transportation.

Our transportation programs in 1968 will include an all-out attack
to reduce the alarming carnage on the Nation’s highways, using the
tools made available in the highway safety legislation enacted last
year. We are currently considering the construction of a prototoype
civil supersonic transport. The allowance for contingencies is ade-
quate to cover the possible costs of this effort, should an affirmative
decision be made to proceed.

Special emphasis will be placed on 1mproved management and ac-
quisition of modern facilities and equipment to increase the efficiency
of our postal system, one of the largest business operations in the
world. To provide improved services, to cover proposed pay increases
for postal workers and largely offset the remaining postal deficit, a
postal rate increase is both necessary and desirable. As required by
law, I am proposing such an increase. The budget reflects $700 million
in postal revenues from this source.

Housing and communily development.
American city are great and vexing. They involve the entire physical
and social fabric of deteriorating central cities and rapidly growing
suburbs. Trapped in the declining centers of our cities are the poor
and the victims of discrimination—who lack the resources to solve
their problems without outside help.

This budget provides funds to help meet these needs. Qutlays for
grants and loans for programs directed specifically at community
development will total an estimated $1.3 billion in 1968, triple the level
in 1963. Moreover, other programs providing aid to urban areas will
make substantial additional amounts available.

T have directed that community development programs emphasize
aids for the poor. The recently-enacted program of rent supple-
ments is an essential element in helping the needy obtain adequate -
housing facilities and increasing their freedom of choice as to where
they can live. To carry on this important program, I am requesting
the full amount authorized for rent supplements for 1968, and urge
the Congress to act favorably on this request.

To be effective, concerted attacks on city problems must be planned
by the cities themselves. The new model cities program is now the
primary incentive provided by the Federal Government to accom-
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26 THE BUDGET FOR FISCAL YEAR 1968

plish this objective. Special grants will be made to help transform
entire blighted areas into attractive and useful neighborhoods. To re-
ceive these grants, cities must :

* Develop imaginative and comprehensive plans of action; and

* Enlist Federal, State, local, and private resources in a concerted
effort to bring their plans to fruition.

Many cities are now planning their programs. It is essential that
the funds I am requesting for these special grants be available in 1968
when these cities are ready to begin the task.

Under a new program enacted last year, further encouragement
will be given to the planned development of entire metropolitan areas.
Supplementary Federal grants will be made under 10 Federal aid
programs in those metropolitan areas which demonstrate that they
are carrying out through joint planning efforts all activities which
affect metropolitan development. I urge enactment of the appropria-
tions requested for this program.

One of the most serious difficulties in solving city problems is our
inadequate knowledge about the roots and nature of these problems.
I urge that sufficient funds be provided the Department of Housing
and Urban Development to start a systematic research effort to acquire
needed information on the causes and possible solutions for the hous-
ing and urban problems which we face today.

To be effective, our aids for community development must be put
to use by competent, well-trained local employees. I am therefore
requesting the appropriation of funds to initiate the authorized
program for grants to States to help them provide training for State
and local employees in community development programs.

The problems of the city are many; the resources, limited. More
resources are essential if we are to build better cities for the future.
‘We must start now to provide them.

Health, labor, and welfare.—The 89th Congress enacted a far-
reaching series of programs to improve the health and well-being
of American citizens—particularly the less fortunate.

In the year ahead we must proceed to carry out these programs
effectively, and seek the revisions and additions needed to maintain
our progress. This budget so provides.

Health.—The specter of inadequate health care is being removed
from the aged and needy as we move ahead with the new Medicare and
Medicaid programs, and with other activities aimed at bringing com-
prehensive modern treatment to all. With expanded Federal aid,
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more medical resources will become available, including medical
facilities and qualified health personnel. The Nation’s system for
providing health care—public and private—will be improved to make
it more efficient and to insure use of the latest advances of medical
science.
In 1968, we will:
* Strengthen our partnership with the States in health planning and
in using broader and more flexible grants to fill gaps in health
services.
* Begin operating the new regional medical programs which will
narrow the gap between the advanced methods used at university
hospitals and day-to-day medical practice in the community.
* Continue research and development to prevent or control diseases.

* Expand programs to increase efficiency in hospitals, clinics, nurs-
ing homes, and neighborhood health centers.

Additional measures are needed and will be proposed to:
* Extend Medicare to disabled workers.
* Expand child health services, including dental care.

* Reduce the menace of air pollution which is a threat to the health
and safety of our citizens.

Labor and. manpower—My budget proposals provide increased op-
portunity for the disadvantaged to participate in and contribute pro-
ductively to our expanding economy.

* I am recommending funds for 280,000 trainees under the Man-

power Development and Training Act, an increase of 30,000 over the

current year.

¢ Programs under that Act and those of the United States Employ-

ment Service will continue to emphasize serving the severely disad-

vantaged.

In addition, under programs financed by the Office of Economic
Opportunity, 355,000 jobs and training will be made available for
youths in the Neighborhood Youth Corps. An estimated $328 million
will be provided for expanded work-training programs, primarily for
adults, with special emphasis on reaching the hard-core unemployed
and underemployed in slum areas.

Economic opportunity programs—Poverty remains an ugly scar
on the Nation’s conscience. The war against it will be long, difficult,
and costly. But we are making headway.
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28 THE BUDGET FOR FISCAL YEAR 1968

The $2.1 billion of new obligational authority included in the 1968
budget for the Office of Economic Opportunity will enable us to ex-
pand programs which help people rise out of poverty. The increase
of $448 million over the 1967 level will be used largely for community
action programs, for training programs, and for new Head Start
follow-up efforts.

In addition to those helped by the work-training programs de-
scribed above, the budget will provide for:

* 787,000 children in Head Start.

* $135 million for improving primary school services as a follow-up
to Head Start.

* 38,000 enrollees in the Job Corps.
* 6.5 million persons to be served through other activities by 1,100
community action programs.

Benefits and services which aid the poor are being provided by a
number of Federal agencies. In total, 10 agencies will devote $25.6
billion in 1968 to help the more than 31 million poor people in our
Nation. This represents an increase of $3.6 billion or 16% from the
current year, of which $2.0 billion will be from trust funds.

FEDERAL AID TO THE POOR

[Fiscal years. In billions]

Category 1960 1963 1967 1968
actual actual estimate | estimate

Education and training. _______._____._.__________ $0.3 $0.3 $3.1 $3.8

Health. . . .7 1.0 3.6 4,2

Cash benefit payments.._.._____.___.__.________.. 8.3 10.4 12.8 14.6
Services, economic and community development, and

other .. g 1.2 2.5 3.1

Total funds.—— oo 9.9 19| no| 6

Social security and public assistance programs.—More than a third
of our citizens receiving social security exist on incomes below the
poverty level. Cash assistance to welfare recipients generally fails
to meet even State standards of need, which are often unrealistically
low. And many of the poor are not even eligible for this meager as-
sistance. As a step toward correcting these inequities, I will propose
legislation to:

* Provide an overall 20% increase in Social Security benefits for

retired workers and their survivors, with a 59% increase at the

bottom of the scale;
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* Assure that the public assistance program provides incentives for
work and training and more nearly meets economic need ;

* Assure public assistance support and work training opportunities
for unemployed fathers in impoverished families with dependent
children.

Payments for Health, Labor, Welfare, and Education

Trust Fund Expenditures,
Mainly Social Security

Education.—Our Nation’s greatness depends upon the full devel-
opment of the talents and abilities of its citizens.

The 89th Congress wrote a memorable record in education legisla-
tion. The Elementary and Secondary Education Act of 1965 and
the Higher Education Act of 1965 marked a significant advance in
Federal support to help improve and enlarge educational opportu-
nities at all levels. QOur task now is to use this authority in an
imaginative, creative, and responsible way.

New obligational authority for education will total $5.2 billion in
1968, $622 million more than in 1967. These funds will be used to:

* Assist the disadvaniaged by increasing grants to improve elemen-
tary and secondary education for about 814 million less fortunate
children from low-income families and by providing new grants
for education of handicapped children;
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* E'ncourage creative change through an increase of almost 80% in
grants for supplementary centers and other special projects designed
to introduce better teaching and innovation in our educational
programs.

* Widen higher educational opportunities by providing more than
$1.1 billion in scholarships, loans, and part-time work for students,
a 22% increase over 1967 ; and

* Improve teacher training through additional funding and amend-
ments providing for a more flexible use of legislative authority.

I will propose legislation to:
* Extend and enlarge the Teachers Corps;

* Initiate experimental projects to improve vocational education,
particularly for the disadvantaged and those not planning to attend
college;

* Extend and expand Federal support for educational television;
and

* Strengthen education program planning and evaluation by State
governments and localities.

Veterans benefits and services—This Nation continues to recog-
nize a particular obligation to those who have served in the Armed
Forces. Special programs have long been available to aid the veteran
and his dependents in the event of disability, death, i1l health, or old
age.

More recently, following World War II and the Korean conflict,
extensive programs were enacted to assist the veteran in his readjust-
ment to civilian life. In the second session of the 89th Congress, this
type of assistance was again provided, through enactment of the third
major veterans readjustment benefit program or “GI bill.” Upon
leaving the Armed Forces, young men of recent military service will
find their readjustment made easier through the availability of sub-
stantial education, training, medical, and home loan benefits.

In addition, the 1968 budget continues the improvements of the past
few years in hospital staffing and the provision of new medical serv-
ices and facilities. The objective is to provide both a higher quality
of care and to reduce the duration of hospitalization, enabling the
veteran to return sooner to his home and job.

Certain gaps currently exist in the benefits available to veterans of
service in Vietnam relative to those for veterans of previous active
military operations. I will propose legislation to fill these gaps so
that fair and equitable treatment is provided for those who bear the
brunt of the struggle in Southeast Asia. I will also submit proposals
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to the Congress to remove or modify certain long-standing but out-
moded or inequitable provisions of law governing veterans programs.

General government.—This Administration is determined to
help our States and cities reduce crime in America. Significant strides
have already been taken. The Law Enforcement Act of 1965, the Bail
Reform Act of 1966, and the Prisoner Rehabilitation Act of 1965
have helped to strengthen law enforcement agencies, establish more
equitable bail procedures in Federal courts, and improve the effec-
tiveness of prisoner rehabilitation programs.

However, still greater efforts must be made. In 1965, I appointed
a Commission of prominent citizens to study law enforcement and the
administration of justice. With the aid of its findings, I will pro-
pose legislation for a major new program to help strengthen State
and local government law enforcement and criminal justice systems.

District of Columbia citizens should have a voice in their own
affairs. Our commitment to democracy demands no less. I again urge
the Congress to grant home rule to the Nation’s capital.

PUBLIC DEBT

On the basis of the receipts and expenditures estimated in this
budget, the public debt on June 30, 1967, will be $327.3 billion, and
will increase to $335.4 billion on June 30, 1968.

The temporary limit of $330 billion on the public debt under present
law will expire on June 30, 1967. If no action is taken, the limit will
revert on that date to the permanent ceiling of $285 billion.

The present temporary debt limit, enacted last June, was based on
an estimated administrative budget deficit for fiscal year 1967 of $1.8
billion. The request then made to the Congress was for a temporary
debt limit of $332 billion. In reducing this request by $2 billion, the
Congress indicated that if increased costs for Vietnam or other con-
tingencies required reappraisal of this tight limit, the Congress would
take whatever action is necessary.

PUBLIC DEBT AT END OF YEAR

[Fiscal years. In billions}

Description 1965 1966 1967 1968
actual actual estimate | estimate
Owned by Federal agencies and trust funds.__._____ $63.0 $66.5 $74.9 $80.0
Owned privately and by Federal Reserve banks_____ 254.8 253.8 252.4 255.4
Total .. 317.9 320.4 327.3 335.4
Note.—For further details see table 11 in part 2 of this document.
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The increase in the 1967 deficit, coupled with the tightness of the
current limit on the outstanding debt, make an immediate increase
imperative. Without such an increase, management of debt opera-
tions and other fiscal policies will be seriously hampered.

Later this year, when the fiscal requirements for 1968 are more pre-
cisely known, specific recommendations will be presented for modifica-
tions in the temporary limit for that year. The exact amounts of the
revisions in the temporary limit will depend not only on the specific
outlook for the fiscal year as a whole, but also on the time pattern
of receipts and expenditures in prospect.

Both for 1967 and 1968 the debt limits requested will provide the
margin of flexibility necessary to manage the debt most prudently—
to permit the Treasury to take full advantage of the most favorable
market conditions and thus avoid unnecessary interest costs or ad-
verse effects on the economy.
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IMPROVING GOVERNMENT MANAGEMENT

In the past few years, the Federal Government has undertaken an
unprecedented number of forward-looking programs which promise to
enrich the quality, the justice, and the opportunity of American so-
ciety to an extent no one would have dared hope only a few short years
ago.

But our responsibilities to the American people are not discharged
with the enactment of new programs which meet the needs of the Na-
tion. There exist two other closely related obligations of equal
gravity:

First, we are obligated to assure effective and economical man-
agement of governmental programs—both old and new. Effec-
tive management of government activities enhances the bene-
fits of those programs. ZFEconomical management releases re-
sources for the people’s use.

Second, we are obligated to maintain close and harmonious work-
ing relationships with State, county, and local governments—our
partnersin a new and creative federalism.

Government organization—We have made significant strides
in the last two years to improve Government organization—

* By creating the Departments of Transportation and of Housing

and Urban Development.

* By transferring the Community Relations Service to the Depart-

ment of Justice and the Federal Water Pollution Control Ad-

ministration to the Department of the Interior.

* By reorganizing the Public Health Service of the Department of

Health, Education, and Welfare, the scientific programs of the

Department of Commerce, and the Bureau of Customs.

But additional action to improve the management of the Federal
Government is necessary. One of the Government’s major objectives
is the promotion of a vigorous and growing economy. While there
are many ways in which the Government pursues this objective, there
are a number of highly inter-related activities now carried on sepa-
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34 THE BUDGET FOR FISCAL YEAR 1968

rately by the Departments of Labor and Commerce and several other
agencies:
* Planning and execution of manpower programs designed to in-
crease the skills and productivity of the labor force;

* Promotion of the economic development of depressed areas and
regions, to help them achieve balanced economic growth ;

* Provision of technical and other services to business and labor;

* Collection, dissemination, and analysis of data about economic
conditions of the Nation, its various industries, and its geographic
areas;

* Advising the President and carrying out national policies for
improved labor-management relations.

The Secretaries of Commerce and Labor have recommended to me,
and I strongly agree, that the President, the Congress and the Nation
will best be served by bringing together these closely related operations
into one institution headed by a single responsible official of Cabinet
rank. I will, therefore, propose legislation to merge the Departments
of Labor and Commerce and the functions of several related agencies
into a new Department of Business and Labor.

Federal-State-local cooperation.—Our agenda must give high
priority to a stronger and more effective federal system of governnient
in the United States. To meet urgent and growing needs, the Federal
Government is providing a wide range of programs to assist State
and local governments. Now the chief task is to manage these pro-
grams efficiently at every level of government to assure the most effec-
tive public services. This effort will require support and action by
the Congress.

At the national level the Federal Government has a responsibility
to examine and improve the grant-in-aid system, making it more
flexible and responsive to State and local fiscal realities. Last year
we began a new partnership in health program through which nu-
merous separate grant programs are being brought together. The
model cities legislation enacted last year will also help to integrate
the wide range of Federal aids available to communities. In the
coming year we will examine other areas of Federal aid to determine
whether additional categorical grants can be combined to form a more
effective tool for intergovernmental cooperation.

Another aspect of the problem of intergovernmental cooperation
has been the process of consultation with elected officials of State and
local governments on matters concerning the development and admin-
istration of Federal assistance programs. Governors and local chief
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executives are responsible for the management of their units of gov-
ernment. The Federal Government should take all practical steps to
increase the role of these executives in the administration of federally
aided programs. I recently instructed Federal officials to work di-
rectly with State and local chief executives to accomplish this objective.

The Federal Government has a vital stake in the workings of our
federal system. Federalism is not a one-sided partnership, and the
States and local governments do not exist simply to carry out pro-
grams on behalf of the National Government. When we lose sight of
these facts the federal system suffers, governments work at cross pur-
poses, and the programs fail to achieve their objectives. Our task
now is to improve Federal programs and administration, while we do
more to help State and local governments strengthen their machinery
for planning and management.

At the same time, State and local governments must help them-
selves. Serious problems of modernization in State and local govern-
ment can be solved only by the people directly concerned. The
Federal Government cannot and should not seek to remedy their
internal deficiencies of organization or obsolete restraints on financing
and executive direction. The Federal Government can, however, in-
crease its technical assistance to general units of government. As one
example, we can work with State and local executives to improve
budgeting and management. In a similar way, the Federal Govern-
ment stands ready to cooperate with the States in developing more
adequate general systems of comparative statistics—an area where
State governments have great needs.

Capable personnel are essential for effective service to the public
at the State and local level no less than at the national level. I am
recommending legislation to broaden educational and training oppor-
tunities for students planning careers in the public service and for
public employees who desire to improve their skills. Provision will
also be made for financial and technical assistance to strengthen
State and local personnel management and to permit interchange of
personnel between the Federal Government and State and local gov-
ernments.

Some States have created special offices concerned with community
development, which focus their organizational and financial resources
on urban problems within their borders. The work of these offices can
be made more effective, and other States can be encouraged to make
similar efforts, by the new program authorized last year for grants
by the Department of Housing and Urban Development to States to
support technical assistance and information services to their local
communities. I urge the Congress to stimulate such improvements by
providing the funds I am requesting for this new program.
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36 THE BUDGET FOR FISCAL YEAR 1968

Budgetary concepts.—As I have already made clear in this Mes-
sage, some of our traditional budget concepts do not adequately por-
tray the Federal Government’s activities. The conventional admin-
istrative budget, for example, excludes the expenditures and receipts
of the trust funds. Both the administrative and cash budgets treat
repayable loans in the same way as nonrepayable grants or purchases.
‘While the national income accounts budget has been carefully formu-
lated to measure Federal activities in relation to the flow of income
and production in the economys, it is not now well suited for an analysis
of individual Federal programs.

For many years—under many Administrations—particular aspects
of the overall budget presentation, or the treatment of individual
accounts, have been questioned on one ground or another.-

In the light of these facts, I believe a thorough and objective review
of budgetary concepts is warranted. I therefore intend to seek advice
on this subject from a bipartisan group of informed individuals with
a background in budgetary matters. It is my hope that this group can
undertake a thorough review of the budget and recommend an -
approach to budgetary presentation which will assist both public and
congressional understanding of this vital document.

PLANNING-PROGRAMING-BUDGETING SYSTEM

Our most comprehensive effort to improve the effectiveness of Gov-
ernment programs is taking place through the Planning-Programing-
Budgeting system. This system, which was initiated throughout the
executive branch a little over a year ago, requires all agencies to:

* Make explicit the objectives of their programs and relate them

carefully to national needs;

* Set out specific proposed plans of work to attain those objectives;

and

¢ Analyze and compare the probable costs and benefits of these

plans against those of alternative methods of accomplishing the

same results.

This system is primarily a means of encouraging careful and ex-
plicit analysis of Federal programs. It will substantially improve
our ability to decide among competing proposals for funds and to
evaluate actual performance. The full effects of this effort will not
be felt until next year and later, as the necessary data are gathered
and analyses now in progress are completed.

A few examples of the kind of work which is in progress indicate
the wide range of matters to which organized analysis and program-
ing can be applied.
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Disease control—The Department of Health, Education, and Wel-
fare has completed an analysis of the relative cost and effectiveness of
selected disease control programs. Cost per life saved and other
criteria of relative effectiveness were developed. These programs
are being reviewed and funding priorities are being re-examined in
light of these findings.

Child health—The Department of Health, Eduecation, and Welfare
completed an analysis of alternative programs aimed at reducing
infant mortality and improving child health. This analysis led to
the legislative program focused on early identification and treatment
of needy handicapped children and experimental projects aimed at
improving delivery of medical care to children.

Urban planning—Experimental projects in urban planning de-
signed to link planning with budgeting are underway at the local
level. These efforts should produce a more effective allocation not
only of Federal outlays but also of local resources.

Agricultural research—On the basis of a long-range study con-
ducted by the Department of Agriculture and the land grant univer-
sities, a new set of priorities for agricultural research has been
established. Increasing emphasis is being given to research on im-
provement of nutrition and health, efficient low-cost housing, improved
community services, and other means which can help directly in rais-
ing the level of rural living.

Tax administration.—~As a result of intensive analyses of the tax
administration system, Internal Revenue Service programs have been
steadily improved to produce higher tax collections per dollar of cost,
while strengthening the emphasis on equity and voluntary compliance
on which ourtax administration is based.

With its emphasis on developing better methods of accomplish-
ing program objectives, the new planning-programing-budgeting
system 1is also helping our Government-wide cost reduction program.
We will continue to offset a significant part of increased costs of
important new programs by increasing efficiency throughout the Fed-
eral Government. Savings from this source have been substantial
during the past year under our drive for cost reduction. I have made
it clear to the heads of all Departments and agencies that they are
to continue their emphasis on cost reduction in the coming year.

The careful research and analysis which is required under the plan-
ning-programing-budgeting system does not just happen. It re-
quires the efforts of intelligent and dedicated men and women. The
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38 THE BUDGET FOR FISCAL YEAR 1968

number of analysts required is not large—but the need for them is
great. I urge the Congress to approve the funds requested in the
budgets of the various Federal agencies to make possible this improve-
ment in the management of Federal resources.

CONCLUSION

Our Nation is stronger today than ever before. We need not, in-
deed we dare not, forsake our basic goals of peace, prosperity, and
progress.

* The pursuit of peace is essential for the continued advancement
of our Nation and all mankind.

* Prosperity and progress will lead us toward a society where all
can share in the bounty of nature and the products of man’s inge-
nuity and creativity.

At various times in the past, democracies have been criticized for
their seeming inability to make hard choices—for seeking soft, easy
answers to critical problems. This Nation has proven the doubters
wrong time and again, and will not fall prey to such weakness now.

We can afford to achieve our goals. Let us not retreat from the
task, no matter how demanding it may be.

This budget represents a careful balance of our abundant resources
and our awesome responsibilities. As President, I have weighed the
alternatives and made the hard choices as best I could. The responsi-
bility for similar action now rests with the Congress. I urge your
support for the goals and programs embodied in this budget for the
coming fiscal year.

Ly~pon B. Jounson.
JaNUARY 24, 1967.
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SUMMARY TABLES 41

Table . BUDGET RESUME (in billions of dollars)
ADMINISTRATIVE BUDGET AND TRUST FUND RECEIPTS AND EXPENDITURES

ADMINISTRATIVE TRUST FUNDS
BUDGET FUNDS
Description
1966 1967 1968 1966 1967 1968
actual |estimate|estimate| actual [estimate/estimate
RECEIPTS
Individual income taxes____________._____ 55.4 62.2 73.2 oo
Corporation income taxes. .. ___________._ 30.1 34.4 33.9 oo
Employment taxes. .. ... . . _______ ||| 20.0 26.4 28.4
Xcise taxes_ . .. ..___....._. 9.1 9.3 8.8 3.9 4.5 4.9
Unemployment tax deposits by States__._|__._____|..______|..______ 3.1 3.0 3.0
Other receipts_ . _ . .o ... 10.7 1.9 1.7 8.6 11.7 12.5
Interfund transactions | =6 -.8 -.7 —.8 -.7 -.7
Total receipts_____________.__._.. 104.7 | 117.0:[ 126.9 34.9 4.9 48.1
EXPENDITURES
National defense. ... __.____________.. 571.7 70.2 75.5 .8 1.1 1.4
International affairs and finance. _..____. 4.2 4.6 4.8 .2 . .2
Space research and technology .. ____..__ 5.9 5.6 5.3 * * *
Agriculture and agricultural resources..._. 3.3 3.0 3.2 1.2 1.4 1.2
Natural resources_ .. _______________.___ 3.1 3.2 3.5 . . .
Commerce and transportation______.__... 3.0 3.5 3.1 3.8 3.7 3.7
Housing and community development__ . _ .3 .9 1.0 3.2 3.0 1.0
Health, labor, and welfare_______________ 7.6 10.4 1.3 26.4 31.5 37.1
Education. ... ________________ 2.8 3.3 2.8 * * *
Veterans benefits and services_ ... _._._. 5.0 6.4 6.1 .6 .8 .6
Interest_ .. .. .. _.... 12.1 13.5 14.2 ||
General government____________________ 2.5 2.7 2.8 * * *
Deposit funds (net) ___________________ | | —-.5 -.2 -.1
Allowances for:
Civilian and military pay increase. ... __{-....._.|_____... 1O
Possible shortfall in asset sales_ ____ .| _______|._...._. B
Contingencies___ - ___________________|._______ .1 A
Interfund transactions___..____________. —.6 -.8 -.7 -.8 -7 -7
Total expenditures_______________ 107.0 | 126.7 | 135.0 34.9 40.9 44.5
Excess of receipts () or expenditures
) T =23 —-9.7| -8.1 *| 44,0 +3.6
CONSOLIDATED SUMMARY
Description 1966 1967 1968
actual estimate | estimate
Cash receipts:
Administrative budget receipts 104.7 117.0 126.9
Trust fund recelpts_ .. ... 34.9 44.9 48.1
Intragovernmental and other noncash transactions.._________ 5.1 -7.2 -7.0
Total receipts from the public__________________________ 134.5 154.7 168.1
Cash expenditures:
Administrative budget expenditures. ... ... ___________.__ 107.0 126.7 135.0
Trust expenditures__ ... ... .. 34.9 40.9 44.5
Intragovernmental and other noncash transactions_._________ —4.0 —6.8 =7.1
Total payments to the public________________._._ .. ____ 137.8 160.9 172.4
Excess of receipts from (+) or payments to (—) the public_____ -3.3 —6.2 —4.3

Note~—For explanation of administrative budget funds and trust funds, see page 170. For details
on receipts, sce table 13 on pages 64 to 69. For details on expenditures, see table 14 on pages 155 to
168; for further detail, by agency and account, see pages 174 to 391.

*Less than $50 million.
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42 THE BUDGET FOR FISCAL YEAR 1968

Table2. RECEIPTS FROM AND PAYMENTS TO THE PUBLIC
(CONSOLIDATED CASH BASIS) (in billions of dollars)

Description 1966 1967 1968
actual estimate estimate
RECEIPTS FROM THE PUBLIC
Individual income taxes. _ ... ... ... ..__________ 55.4 62.2 73.2
Corporation income taxes__ . _.._.______ . . .o.o._.... 30.1 4.4 33.9
Employment taxes. .. ... ___________._____._ 20.0 26.4 28.4
Excisetaxes . e 13.1 13.8 13.7
Unemployment tax deposits by States_.___.___.________ 3.1 3.0 3.0
Estateand gift taxes_ ... ________ . _______________.__ 3.1 3.1 3.1
Customs_ __ ..o 1.8 2.0 2.1
Veterans life insurance premiums _ . ____________________ 5 .5 5
Other receipts_ . ..o oo oo e 7.5 9.2 0.1
Total receipts from the public_. . _________._____. 134.5 154.7 168.1
PAYMENTS TO THE PUBLIC
National defense_._.___.____________________________. 58.5 71.3 76.8
International affairs and finance_ ... ___.__.___________ 4.5 5.3 5.0
Space research and technology. ... __.______________ 5.9 5.6 5.3
Agriculture and agricultural resources_ _ .- ... __ 4.1 4.1 4.1
Natural resources_ ... ..o __._____. 3.2 3.3 3.5
Commerce and transportation_____.._______...________ 6.8 7.4 6.9
Housing and community development___.______________ 3.4 3.9 1.8
Health, labor, and welfare. . __________________________ 33.2 39.5 46.6
Education_ _ ____ . _____ .. 2.8 3.3 2.7
Veterans benefits and services. ... ... .. .__._______ 5.6 7.1 6.7
Interest . s 9.2 2.9 10.5
General government__________________________________ 2.4 2.7 2.7
Deposit funds (net)_ . ______ .. —-.5 -.2 —.1
Allowances for:
Civilian 'and military pay increase._ .. . ____f .. . _|...._____. 1.0
Possible shortfall in asset sales._______._ .| ... | ... .8
Contingencies_ oo ece oo .1 4
Other undistributed adjustments:
Agency payments for employee retirement _ ___._______ —1.1 —1.1 -1.1
Deduction from employees’ salaries for retirement. _ .. —1.1 —1.1 -1.1
Increase (—) or decrease in outstanding checks, etc__ . _ .9 -.1 —.1
Total payments to the public_ . __________________ 137.8 160.9 172.4
Excess of receipts from (1) or payments to (—) the public. -3.3 —~6.2 —4.3

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 (pp 394 to 402).
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Table 3. FEDERAL RECEIPTS AND EXPENDITURES IN THE NATIONAL
INCOME ACCOUNTS (in billions of dollars)

BY NATIONAL INCOME ACCOUNT CLASSES

Description 1966 1967 1968
actual estimate estimate
RECEIPTS
Personal tax and nontax receipts___ .o oo ... 57.9 65.5 76.8
Corporate profits tax accruals_ . ___ ... _____.__________.___ 30.7 32.3 35.3
Indirect business tax and nontax accruals__._______________ 15.9 16.5 16.9
Contributions for social insurance_______________.._____.___ 28.1 35.5 38.1
Total receipts, national income basis________._______ 132.6 149.8 167.1
EXPENDITURES
Purchase of goods and services._________._____.___________ 71.7 83.6 91.9
Transfer payments__ ... _________________.___.____._ 34.3 39.8 46.6
Grants-in-aid to State and local governments_______________ 12.9 14.8 16.7
Net interest paid_________ . ______ . ... 9.1 10.0 10.5
Subsidies less current surplus of Government enterpnses _____ 4.5 5.4 3.5
Total expenditures, national income basis___________ 132.3 153.6 169.2
Surplus (+) or deficit (—), national income basis__________ +0.3 -3.8 -2.1
EXPENDITURES BY FUNCTION
Function 1966 1967 1968
actual estimate estimate
EXPENDITURES
National defense_ .. ___________. ... 56.5 68.3 74.1
International affairs and finance__________________________ 2.8 3.1 3.2
Space research and technology. . ________________________ 5.9 5.6 5.3
Agriculture and agricultural resources. ____________________ 3.7 3.7 3.7
Natural resources_ . . ... 2.4 2.7 3.0
Commerce and transportation. .. _.__.._______..._____. 6.8 7.2 6.7
Housing and community development__________.___________ .6 .8 1.2
Health, labor, and welfare__.__ ... ________________ 33.0 39.2 46.4
Education.________ . ___ ... 2.2 3.3 4.0
Veterans benefits and services 6.2 6.3 6.7
Interest____ . __________ 9.8 10.7 10.9
General government 2.3 2.5 2.6
Civilian and military pay increases__ ... . . |o...__._. 1.0
Allowances for contingencles_ . ________ ... . ._.__{.__________ .1 .4
Total expenditures, national income basis____________ 132.3 153.6 169.2

Note.—For fuller explanation, see Special Analysis A (pp. 394 to 402),

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



44 THE BUDGET FOR FISCAL YEAR 1068

Table 4. NEW OBLIGATIONAL AUTHORITY BY TYPE AND FUNCTION
(In billions of dollars)

ADMINISTRATIVE TRUST FUNDS
BUDGET FUNDS
Description
1966 1967 1968 1966 1967 1968
actual |estimate{estimate] actual {estimate|estimate
TYPE
Authorizations requiring current action by
Congress:
Appropriations ! ... 109.0 | 121.2) 126.3 0.4 0.5 0.8
Reappropriations_.__._.__.__.___._____. * * * .
Authorizations to spend debt receipts___ .8 2.0 B [ P T
Contract authorizations._.____________ 1.1 7 2 N 4.6 9

Total authorizations requiring cur-
rent action by Congress_________ 110.9 | 123.9( 126.5 5 5.1 1.7

Authorizations not requiring current action
by Congress (permanent):

Appropriations 1_________.____________ 12.9 14.6 15.2 30.5 39.4 41.7
Authorizations to spend debt receipts___ .2 N .9 .3 4.1 .2
Contract authorizations_ .. ____________ 2.3 1.0 1.4 5.4 2.3 6.7

Total authorizations not requiring
current action by Congress (per-
manent) .. ________._____. 15.5 15.7 17.5 36.2 45.8 48.6

Total new obligational authority____| 126.4 | 139.6 [ 144.0 36.7 50.8 50.2

FUNCTION
National defense______.________________ 67.4 75.1 77.9 1.4 2.3 1.7
International affairs and finance._..______ 5.5 4.8 5.1 .2 * *
Space research and technology. ... _____ 5.2 5.0 5.0 * * *
Agriculture and agricultural resources__. .. 5.0 5.1 3.1 * * *
Natural resources. ... ... ________ 3.4 4.5 3.6 .1 .2 .2
Commerce and transportation____________ 3.9 4.3 3.3 4.1 4.5 5.8
Housing and community development____ 1.8 2.2 3.0 .7 4.6 .8
Health, labor, and welfare_..____________ 2.3 1.1 12.4 29.4 38.4 40.8
Education.________________.__________. 4.3 4.6 5.2 * * *
Veterans benefits and services...__.___._._ 6.0 6.5 6.7 .7 .8 .8
Interest_________ ... 12.1 13.5 4.2 | |l
General government______._____________ 2.5 2.7 2.7 * * *

Allowances for: .
Civilian and military pay increases. ... .._..__[.____.__
Contingencles____ . ool |eea .2

Total new obligational authority____| 126.4 | 139.6 | 144.0 36.7 50.8 50.2

_.
=3

o

Note.—New obligational authority is the amount becoming available by act of Congress for the
incurring of obligations which will result in expenditures. 'Fhe various types of new obligational
authority are explained on pages 170 and 173. For detailed information 6n new obligational authority
by agency and account, see pages 174 to 391.
*Less than $50 million. o
1 Excludes appropriations to liquidate contract authorizations:
Administrative budget funds, 1966, $2.5 billion; 1967, $2.3 billion; 1968, $1.8 billion.
Trust funds, 1966, $4.6 billion; 1967, $5.1 billion; 1968, $5.4 billion.
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Table 5. NEW OBLIGATIONAL AUTHORITY BY AGENCY (in millions of dollars)

1967 estimate 1968 estimate
Description 1966
enacted Supple- Trans- { Later
Enacted | mental | Total mitted | trans- | Total
needed herein mittal
ADMINISTRATIVE
BUDGET FUNDS
Legislative branch. . .._________ 237 265 4 269 275 ... 275
The Judiciary_ ... ...._________ 83 89 1 90 96 ... 9%
Executive Office of the President._ 27 29 * 29 28 . 28
Funds appropriated to the

President___________________ 5,895 | 5,027 18( 5,045 | 5,431 |...____. 5,431
Department of Agriculture______ 7,571 | 7,711 52| 7,763 | 6,413 —412| 6,001
Department of Commerce______ 948 | 1,058 81 1,066 1,160 {_______. 1,160
Department of Defense—Mili- . .

BATY . oo e 63,892 | 59,157 | 12,877 | 72,034 | 74,632 42 | 74,674
Department of Defense—Civil__| 1,399 | 1,378 41 1,382 1,370 |.______. 1,370
Department of Health, Educa-

tion, and Welfare.___________ 9,966 | 11,881 436 | 12,317 | 13,085 179 | 13,264
Department of Housing and

Urban Development_________ 1,961 | 2,015 10 2,025 3,179 |_______. 3,179
Department of the Interior_____ 1,617 | 1,724 =20} 1,704 | 1,862 -2 1,859
Department of Justice _________ 389 395 15 410 436 31 467
Department of Labor__________ 704 638 [.____.__ 638 653 -3 650
Post Office Department_____.___ 962 783 444 1 1 ,227 1,351 | —700 651
Department of State___________ 403 395 3 415 (... 415
Department of Transportation_.| 1,479 | 1,800 2501, 826 1,491 | —183 | 1,308
Treasury Department__________ 13,102 | 14,463 16 | 14,479 | 15,141 —16 | 15,125
Atomic Energy Commission.____ 2,366 | 2,199 |._______ 2,199 | 2,493 |____.__. 2,493
General Services Administration. 596 603 59 662 569 | __.___. 569
National Aeronautics and Space

Administration______________ 5,175 | 4,968 |__._____ 4,968 | 5,050 |________ 5,050
Veterans Administration________ 6,003 | 6,306 173 | 6,479 | 6,652 -3 | 6,649
Other independent agencies___ . _ 1,543 [ 2,239 22| 2,261 | 1,320 |._.___.. 1,320
District of Columbia__.________ 118 131 10 141 114 45 159
Allowances for:

Civilian and military pay in-

crease - .| 1,000 | 1,000

Contingencies_ . ___.________|________{.____... 150 150 |.______. 800 800

Total administrative
budget_ . _____________ 126,439 125,253 | 14,308 {139,562 (143,217 777 |143,994
TRUST FUNDS
Department of Health, Educa-

tion, and Welfare.___________ 20,993 | 29,679 | ___.___ 29,679 | 31,712 160 | 31,872
Department of Labor__________ 4,124 | 4,146 |.______. 4,146 | 4,235 [.______. 4,235
Department of Transportation___[ 4,061 | 4,459 |...____. 4,459 | 4,860 931 | 5,791
Veterans Administration..____._ 742 752 | ... 752 756 ... 756
Civil Service Commisston_______ 2,823 | 2,989 |______.. 2,989 | 3,058 |._______ 3,058
Railroad Retlrement Board. . ___ 1,405 | 1,592 | .. ____ 1,592 | 1,59 23| 1,613
Other agencies______________.__ 2,535 | 7,207 17 7,224 2,904 11 2,96

Total trust funds________ 36,684 | 50,825 17 | 50,842 | 49,115 | 1,115 | 50,230

Note.—For explanation of the columnar headings for 1967 and 1968, see page 174.
For detailed infor mation on new obligational authority by agency and account, see pages 174 to 391,

*Less than $500 thousand.

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



46 THE BUDGET FOR FISCAL YEAR 1968

Table 6. EXPENDITURES BY AGENCY (in millions of dollars)

1967 estimate 1968 estimate
Description 1966
actual Supple- Trans- | Later
Enacted | mental | Total mitted | trans- | Total
needed herein mittal
ADMINISTRATIVE
BUDGET FUNDS
Legislative Branch_____________ 232 259 4 263 269 * 270
The Judiciary._.._.___.____.__ 79 88 1 9% 9% * 96
Exec. Office of the President . ___ 26 31 * 31 28 28
Funds appropriated to the Presi-

dent._._._____ ... . . 4,324 | 4,793 13| 4,806 | 5,466 —48 | 5,418
Department of Agriculture_.___. 5,949 | 5901 [ —151 | 5751 | 6,256 | —209 | 6,047
Department of Commerce...._.. 673 739 746 996 * 997

7

Dept. of Defense—Military______ 54,409 | 61,194 | 5,756 | 66,950 | 67,608 | 4,692 | 72,300
Department of Defense—Civil___| 1,309 | 1,342 31 1,345 | 1,414 1| 1,415
Department of Health, Educa-

tion, and Welfare____________ 7,552 | 10,328 418 1 10,746 | 11,687 52 111,739
Department of Housing and
Urban Development_________ 767 580 6 586 | —106 31 —102
Department of the Interior___ __ 1,437 | 1,505 —49 | 1,456 1,741 —49 | 1,692
Department of Justice.___..._.. 372 413 14 426 424 21 445
Department of Labor__________ 503 488 12 500 530 -3 527
Post Office Department..____.__ 888 799 409 | 1,208 | 1,210 | —665 544
Department of State__.________ 407 422 | 424 418 2 420
Department of Transportation__{ 1,276 | 1,449 221 1,471 1,610 —2351 1,375
Treasury Department. ____.__.. 13,055 | 14,471 —11 | 14,460 | 15,137 =21 | 15,116
Atomic Energy Commission_____ 2,403 | 2,270 |.______. 2,270 | 2,330 |________ 2,330
General Services Administration. 601 644 51 695 702 8 710
Nat’l Aeronautics & Space
Admin_____________________ 5,933 | 5,600 |________ 5,600 5,300 |________ 5,300
Veterans Administration________ 5,070 | 6,228 172 ] 6,400 | 6,122 =21 6,121
Other independent agencies_____ 275 | 1,032 21 | 1,052 650 2 651
District of Columbia____._...__ 71 109 10 119 16 1 127
Allowances for:
Payincreases________ .. . o ||| 1,000 { 1,000
Short fall in asset sales_ _ ... _|. . |- .| . ___|....___. 750 | _. 750
Contingencies_ _____________ | oo |eoooooo. 100 100 |_____.__ 400 400
Subtotal .______________ 107,613 [120,684 | 6,811 [127,495 |130,754 | 4,961 (135,715
Interfund transactions..________ —635 —766 —682

budget_._____________ 106,978 126,729 135,033

TRUST FUNDS

Department of Health, Educa-

tion, and Welfare_...________ 20,770 | 25,438 14 | 25,452 | 26,863 | 4,140 | 31,003
Department of Labor_ . __._____ 2,687 | 2,655 *1 2,655 2,534 ... __. ,534
Department of Transportation..| 3,974 | 3,944 |________ 3,944 | 3,779 299 | 4,078
Veterans Administration.___. .. _. 558 776 | ___ 776 588 | ... 588
Civil Service Commission_______ 1,670 | 1,992 (. _______ 1,992 1 2,050 {__.____. 2,050
Railroad Retirement Board ____ . 1,246 | 1,364 21 1,366 | 1,410 101 | 1,511
Other agencies_.__.____________ 4,729 | 5,415 16| 5,432 | 3,470 2} 3,472

Subtotal ________._.____ 35,634 | 41,585 31 | 41,616 | 40,695 | 4,542 | 45,237
Interfund transactions______..__ —770 —734 -730
Total trust funds . _______ 34,864 40,882 44,507

Note.—For explanation of the columnar headings for 1967 and 1968, see page 174. For detailed
information on expenditures by agency and account, see pages 174 to 391.

*Less than $300 thousand.
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Table 7. INVESTMENT, OPERATING, AND OTHER EXPENDITURES

(In millions of dollars)

Description 1966 1967 1968
actual estimate estimate
ADMINISTRATIVE BUDGET FUNDS
Additions to Federal assets:
Civil:

Loans_ . .. 41 850 —1.205

Investments_______ .. ______________________________ 151 —294 251

Public works—sites and direct construction. __________. 2,987 2,780 2,718

Other ______ . ... ~237 —902 -168
National defense_____________________________________. 16,891 21,618 24,284

Total, additions to Federal assets___________________ 20,203 24,052 25,881
Additions to State, local, and private assets:
Civil 1,398 1,922 2,553
National defense_ ... .. ... _. 11 9 13
Total, additions to State, local, and private assets.____ 1,409 1,931 2,566
Exggqcliitmes for other developmental purposes:
ivil:
Research and development______.____________________ 6,949 7.175 7,180
ther .. .. 3,825 5,397 6,368
National defense:
Research and development_____.________________.___. 7,890 8,381 8,967
Other. . ... .. 14 17 17
Total, other developmental expenditures.____________ 18,678 20,970 22,532
Current aids, special services, and operations:
Civil. i 34,539 40,326, 40,457
National defense_...______ .. ___________________. 32,914 40,196 42,206
Total, current aids, special services, and operations____ 67,453 80,521 82,663
Unclassified:
Participation salesfund...____________________________________ —129 —80 =77
Special allowances (see table 6 for detail) .. _____________| ___.._____ 100 2,150
Interfund transactions__________________________________ —635 —766 —682
Total, administrative budget________________________ 106,978 126,729 135,033
TRUST FUNDS
Additions to Federal assets:

AT o e e e 2,200 2,768 1,564
Public works_ . ... 27 37 58
Other_ .. el 26 41 30

Total, additions to Federal assets______._..._._._.._ 2,252 2,846 1,652
Additions to State, local, and private assets________________ 5,724 5,499 4,014
Expenditures for other developmental purposes_____.______. 83 103 125
Retirement and social insurance benefits:

Insurance and unemployment benefits________.___________ 21,855 25,959 31,626
Other ___ ... 2,731 3,042 3,380

Total, retirement and social insurance benefits___._____ 24,586 29,001 35, 006
Current aids, special services, and operations________________ 2,410 3,206 3,617
District of Columbia, deposit funds, and other unclassified

items____ . ___ ... 580 962 822
Interfund transactions___________________________________ —770 —734 -730
Total trust funds__________________________.______. 34, 864 40, 882 44,507

Note.—For more information on this classification see Special Analysis D (pages 424 to 445).

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



48 THE BUDGET FOR FISCAL YEAR 1968

Table 8. RELATION OF AUTHORIZATIONS TO EXPENDITURES
(In millions of dollars)

Description 1966 1967 1968
actual estimate estimate

ADMINISTRATIVE BUDGET FUNDS

New obligational authority (tables 4 and 5): 1

Current authorizations____.__ ... ... _____ 110,942 123,903 126,541
Permanent authorizations. ... _____._____________..____ 15,497 15,658 17,453
Total new obligational authority_ . ____._____________ 126,439 139,562 143,994
Unobligated balances brought forward, start of year (table
0 o 47,449 51,259 50,368
Appropriations available in prior year____.___ .. ___._______ —832 —913 —1,043
Appropriations available from subsequent year___.__.______ 913 1,043 1,054
Balances no longer-available:
Unobligated balances rescinded . ... _____._____. -295 —1 —172
Unobligated balances lapsing..._.._.___. e —1,154 —735 —595
Capital transfers from revolving funds to general fund___._ =171 -198 —197
Deficiency, in annual accounts, end of year.________________ 2
Unobligated balances carried forward, end of year (table 10) .| —51,259 | —50,368 | —49,557
Interfund transactions (see note totable 13) _______________ —635 —766 —682
Obligations incurred, net (table 9)__________________ 120, 477 138, 883 143, 170
Obligated balances brought forward, start of year (table 10) _. 49,623 63, 151 75,280
Adjustments of obligated balances in expired accounts_______ 97 -27 —198
Obligated balances carried forward, end of year (table 10) ____| —63,151 | —75,280 | —83,219
Balance not available, start of year____.___________________ * | 3 P,
Balance not available, end of year________.________________ =
Deficiency in expired accounts, start of year.___._________.. —67 =22 |
Deficiency appropriation 2. _____________________.______ ... . _.. 22
Total administrative budget expenditures (tables |
and 6) ... 106, 978 126, 729 135,033
From new obligational autherity_ . __________________| __________|._________. 95,705

From balances of prior obligational authority_________

______________________ 39,328

Note.—This table (administrative budget and trust fund) summarizes: and brings into
relationship totals from the various other tabulations. The types of new obligational au-
thority and the considerations involved in the various means of financing agency activities
are explained on pages 170 to 1|

*Less than $500 thousand.

i Excludes appropriations to liquidate contract authorizations: 1966, $2,496 million; 1967,
$2,255 million; 1968, $1,775 million.

2 An appropriation is being requested in 1967 to cover a deficiency in the low-rent public
housing fund which occurred in
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Table 8. RELATION OF AUTHORIZATIONS TO EXPENDITURES—Con.
1968 Administrative Budget — Relation of Authorizations fo Expenditures

New Authorify To Be Used in 1968 )
Recommended ' E"E:rn':’;;:res

to Congress — . —— 135.0

% - il i Unspent Authorizations %
% Unspent Authorizations for Expenditores in /
/ Enacted in Prior Years To be held for Expenditures ’ Future Years

125.6 . in Later Years 84.5 132.8

AR

(In millions of dollars)

Description 1966 1967 1968
actual estimate estimate
TRUST FUNDS

New obligational authority (tables 4 and 5): *
Current authorizations 522 5,068 1,661
Permanent authorizations 36, 162 45,774 48,568
Total new obligational authority_ ___________________ 36, 684 50, 842 50, 230
Unobligated balances brought forward, start of year (table 10)_ 63,172 65, 400 76,720
Balances no longer available: Unobligated balances lapsing.. —118 —5
Unobligated balances carried forward, end of year (table 10)__| —65,400 | —76,720 | —80, 803
Interfund transactions (see note to table 13) ______________. —770 —734 —730
Obligations incurred, net (table 9)__________________ 33,568 38,783 45,417
Obligated balances brought forward, start of year (table 10) . _ 10, 290 11,179 11, 305
Obligated balances carried forward, end of year (table 10).__| —11,179 | —11,305 | —12,857
Subtotal . _____ . 32,680 38, 658 43,865
Government-sponsored enterprise expenditures._____________ 2,184 2,224 642
Total. ool 34,864 | 40,882 | 44,507
From new obligational authority_ __________________ | __________|.___.___.__ 33,056
From balance of prior obligational authority____.______| _________ .| ____.______ 11,451

3 Excludes appropriations to liquidate contract authorizations: 1966, $4,613 million; 1967, $5,080
million; 1968, $5,353 million.

250-~000 O—67: 4
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Table 9. OBLIGATIONS INCURRED, NET (in millions of dollars)

Description 1966 1967 1968

actual estimate | estimate

ADMINISTRATIVE BUDGET FUNDS

Legislative Branch. _________ . . ____________ 225 253 266
The Judiciary ... 81 90 96
Executive Office of the President_____________________________ 27 30 28
Funds appropriated to the President__ 5,266 5,144 5,197
Department of Agriculture. .. _.____.___ . 7,245 5,284 6,604
Department of Commeree. . ..o .. ... ... 1,061 1,151 1,254
Department of Defense—Military____.______ ... ________.._. 61,836 73,493 74,846
Department of Defense—Civil ... ... _____________ 1,361 1,415 1,488
Department of Health, Education, and Welfare.__.____________ 9,699 12,425 13,410
Department of Housing and Urban Development.____________. 1,419 1,477 743
Departmeent of the Interior_____________________________.____. 1,469 1,766 1,918
Department of Justice._ ... _.______. 392 412 476
Department of Labor.___ . . 652 627 646
Post Office Department ... ______________________. 947 1,227 651
Department of State______________________________________. 413 413 417
Department of Transportation__._ ... ... _______________._ 1,423 1,803 1,486
Treasury Department_ . .. _ . ___ . _____._______. 13,081 14,476 15,129
Atomic Energy Commission_ ... .__________._______. 2,371 2,593 2,493
General Services Administration_ ________.___________________ 611 667 700
National Aeronautics and Space Administration_ . _____________ 5,382 5,162 5,148

Veterans Administration__.______._.___________.___________.

6,658 6,279
Other independent agencies. .

2,818 1.899

District of Columbia_._..._. 119 127
Special allowances_ _ .. __ ... 150 2,550
Interfund transactions (see notetotable 13) .________________. —635 —766 —682

Total administrative budget__________________ . ____. 120,477 | 138,883 | 143,170

TRUST FUNDS

Department of Health, Education, and Welfare________________ 20,791 25,484 | 31,037
Department of Labor__ ... . 2,670 2,655 2,534
Department of Transportation_ ... ... .. _____________ 4,061 3,452 5,025
Veterans Administration. .. ... __.________._.. 553 895 570
Civil Service Commission_ . ... ________________________. 1,686 2,003 2,063
Railroad Retirement Board . ... ______________.______ 1,253 1,368 1,513
Other agencies_ .. ..o 3,325 3,661 3.405
Interfund transactions (see notetotable 13) .____.___________. —770 —734 —7%0

Total trustfunds____________ . _______________________. 33,568 38,783 45,417

Note.—This table reflects the net obligations incurred, as explained on pages 172 and 173. 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 deter-
mined 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)

Start 1966 | Start 1967— | Start 1968— | Start 1969—
End 1966 End 1967 End 1968
Description
Obli- [ Un- | Obli- [ Un- | Obli- | Un- | Obli- | Un-
gated | obli- | gated | obli- | gated | obli- | gated | obli-
gated gated gated gated
ADMINISTRATIVE BUDGET
FUNDS
Legislative branch_ . ________._..______ 4] 28 31 31 15 38 6 40
The Judiciary.. . ... ... ... L — 4 Y4 .} IR—
Executive Office of the President. . _____ 4 1 5 * 3 * 3 *
Funds appropriated to the President____| 7,521] 9,044 8,421 9,510| 8,756| 9,379] 8,536( 9,579
Department of Agriculture___________. 4,102| 846 5,400| 912| 4,922 3,161; 5,479] 2,532
Department of Commerce..._.. ... 583 706 952; 260( 1,357 169} 1.615 73
Department of Defense—Military. _____ 19,499|13,637|26,89115,781133,433|14,073(35,979|13,871
Department of Defense—Civil___._____ 263 131 31 169 388 136 46. 18
Department of Health, Education, and
elfare. ... . . 2,860 434| 4,947\ 680] 6,623) 586( 8,294 349
Department.of Housing and Urban De-
velopment___..__.___________._____ 4,474| 9,716| 5,341 9,848| 6,231(10,340| 7,076/12,528
Department-of the Interior_.._.___.__. 634, 284] o664| 4120 974| 322[ 1,201 236
Department of Justice. ... .. ____ 17 47 37> 38 23 3 54 19
Department of Labor__.______________ 209| 305 347) 309 473] 309] 592 312
Post Office Department......._____... 487 14| 547 *  566). ... 673|......
Department of State_..__._____.._____ 98 48| 102 37 91 - 2 87 *
Department of Transportation.__..___. 4581 416] 601] 454) 934| 475 859 126
Treasury Department_________.______. 69 20 94 30 109 331 116 29
Atomic Energy Commission_______.___ 1,1600  399| 1,128 394 1,451|...__. 1,614 _____
General Services Administration______.._ 3741 299 383 278 354| 263] 344 130
National Aeronautics and Space Admin-
istration. ... . . ...____. 2,814| 540| 2,261 332 1,823| 137 1,671 39
Veterans Administration______________ 304 953 465| 1,655 723| 1,467 881 1,640
Other independent agencies._._ .. _._._ 3,646 9,458 4,211(10,008! 5,973 9,335| 7,220 8,644
District of Columbia____.__.___.______|..____ 123(.__._. 123|..._.. L[] P— 142
Special allowances_ ... | _____|-o oo |-oo_.. 50| 450 —750
Total administrative budget_____ 49,623|47,449,63,151151,259|75,280)50, 368|83, 21949, 557
TRUST FUNDS
Department of Health, Education, and
Welfare. ... 91122,172 48(22,374 80/26,569|  114i27,404
Department of Labor_. ... _______. 55! 7,809 38{ 9,263 39| 9,854 39/11,555
Department of Transportation__.______ 6,660] 2,110] 6,749| 2,085} 6,258 3,091| 7,216 3,857
Veterans Administration_ _ - ... _____ 417] 6,528 411| 6,718 531| 6,576] 512! 6,762
Civil Service Commission_ .. _.__..___. 127{15,940|  143(17,077}  154(18,064] 167!19,059
Railroad Retirement Board.._.___.__._. 97| 3,913- 104] 4,065 106| 4,289| 108] 4,390
Other agencies 1____._______.__._____. 2,843 4,705( 3,686 3.817| 4,137| 8,276 4,701 7,776
Total trust funds__.____________ 10,290163, 172(11,179|65,400{11,305/76,720|12,857|80,803

Note.—For explanation of balances carried forward see page 171.
*Less than $500 thousand.

1 Obligated balances
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Table I1. THE PUBLIC DEBT (in millions of dollars)

Description 1966 1967 1968
actual estimate estimate

PUBLIC DEBT HELD BY THE PUBLIC

Public debt held by the public, start of year________________ 254,371 253,454 251,938

Change in public debt held by the publlc during the year:
Consolidated cash excess of receipts (—) or payments

(tables Tand 2) .. _______ .. . ... 3,337 6,197 4,297
Receipts from exercise of monetary authority (—)_..___._ —649 —1,098 —527
Increase or decrease (—) in debt issued in lieu of checks

(table A-3) . ... 530 496 629
Increase or decrease (—) incashonhand________________ —71 ~3,425 | ..

Net borrowing from or repayments (—) to the public. 3,148 2,170 4,400

Deduct net borrowing of Government enterprises from the
public (included on preceding line) (table B-10)________ 4,064 3,687 1,399
Net increase in public debt held by the public_______. —916 —1,517 3,001
Public debt held by the public, end of year_________________ 253,454 251,938 254,938

PUBLIC DEBT HELD BY GOVERNMENT-~
ADMINISTERED FUNDS

Public debt held by Government-administered funds, start
of year el 62,903 66,453 74,842

Change in public debt held by Government-administered
funds during the year (table B-11)__________________.__ 3,549 8,389 5,069

Public debt held by Government-administered funds, end of
VOAT - oo emnn 66,453 74,842 79,91

COMPARISON OF PUBLIC DEBT WITH STATUTORY
LIMITATION AT END OF YEAR

Public debt:
Held by the public... . ... 253,454 251,938 254,938
Held by Government-administered funds_______________._ 66,453 74,842 79,911
Total publicdebt ... ... ... 319,907 326,780 334,850

Portion of Government enterprise debt subject to the public
debt limitation:

Held by the public_.__.______________ . 368 442 473

Held by Government-administered funds_.___._..________ 94 9 77

Total public and guaranteed Government enterprise
ebt .o L 320,369 327,300 335,400
—266 —230 —200

______________ 320,102 | 327,070 | 335,200

Statutory limitation on public debt, end of year:
Under existing legislation________.__.__ .. ___.________. 328,000 330,000 285,000
Under proposed legislation_ ___..____ .. ... O]

Note~—The first portion of this table reflects borrowing (or repayment thereof) through the
issuance of U.S. securities to the public by both the Treasury and by certain “Government enter-
%nses " a term used here to refer to activities which have authority to issue their own securities.

he borrowing by such enterprises is then deducted to arrive at the changes in_the public debt (a
term which relates to securities issued by the Treasury). ‘‘Government-administered funds” in
this table refers to activities which have authority to buy U.S. securities for investment purposes.

b I To be proposed later after timing of estimated transactions can be examined on a more detailed
asis.
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Table 2. FULL-TIME PERMANENT CIVILIAN EMPLOYMENT IN THE
EXECUTIVE BRANCH

As of June
Description
1966 1967 1968
actual estimate estimate
Defense and Post Office:
Department of Defense, Military and Ml]ltary Assistance___{ 1,052,998 | 1,180,500 (1,204,900
Post Office Department_________________~_____________ 489,898 525,000 539,300
Subtotal . ... 1,542,896 | 1,705,500 | 1,744,200
Civilian agencies other than Post Office:
Department of Agriculture_.____._______________________ 84,070 84,400 85,800
Department of Commerce____ ... ______.___________ 25,133 25,100 26,800
Department of Defense, Civil 2.________________________. 30,290 32,300 33,000
Department of Health, Education, and Welfare.__________. 91,650 95,900 99,800
Department of Housing and Urban Development____.____ 14,009 14,200 15,400
Department of the Interior 59,432 60,200 62,100
Department of Justice._________ 33,067 33,100 33,700
Department of Labor___________ 9,208 9,250 9,800
Department of State___...___________._.______________ 24,572 25,000 25,400
Agency for International Development_________________ 14,892 16,800 17,500
Peace Corps_.._ ... . 1,158 1,240 1,600
Department of Transportation______.._______._.._....._. 52,924 53,850 55,800
Treasury Department___________________________.______. 80,176 80,900 83,200
Atomic Energy Commission_____.___.__________.___.__. 6,974 7,010 7,200
General Services Administration_ __________________.____ 35,955 36,600 37,500
National Aeronautics and Space Administration__________. 33,526 33,600 34,000
Veterans Administration.._..________________________._.. 147,634 149,300 154,200
Other agencies:
Selective Service System_ ______ .. ______________..._ 6,969 6,300 6,300
Small Business Administration____________________..__ 3,862 4,050 4,800
Tennessee Valley Authority .. _________________ 11,486 11,800 12,300
The Panama Canal .___________ ... ______________... 14,129 14,600 14,900
United States Information Agency.______________._____ 11,516 11,900 12,000
Miscellaneous agencies____ ... . _._.__.__..._.___ 30,789 31,700 32,900
Subtotal .. ... ... 823,421 839,100 866,000
Allowance for contingencies3_____________________________|[.__._______ 1,900 4,800
e 2,366,317 | 2,546,500 | 2,615,000

Note.—The figures for 1967 and 1968 include tentative estimates for employment under appro-
priations proposed for later transmittal, More detailed information on employment is contained
in Special Analysis C on pages 416 to 423,

1 In addition, there are approximately 41,000 civilian technicians, employed by the various
States and the Commonwealth of Puerto Rico performing operation and maintenance support
services for the Army and Air Force National Guard Legislation is being proposed to convert
these technicians to direct Federal employee status in fiscal year 1968. Salaries of these technicians
have been and will continue to be paid by the Federal Government.

2 Employment of the United States Soldiers’ Home is included under ‘‘Other agencies” below.

3 Subject to later distribution.
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ANALYSIS OF RECEIPTS BY SOURCE

This section of the budget presents the estimates of revenues and
the economic assumptions on which they are based. It also describes
the legislative proposals which affect Government revenues.

Economic base of estimates,—The growth of the economy
continued without interruption during the calendar year 1966. For
the third year in a row, gross national product increased by better
than 5%, over the previous year. Such high growth rates were pos-
sible only because there existed in the economy unused plant, equip-
ment, and manpower. Between the calendar years 1961 and 1966,
for instance, the rate of plant utilization rose from 799, to 919, while
the rate of unemployment. fell from 6.7%, to 3.99,.

Clearly most of the excess capacity that existed in the economy has
been substantially worked off. Beginning late in 1965 and continuing
into 1966, strong demands were placed on the economy, particularly
by rising military purchases and expanding business investment.
As a result, prices began to rise. In January 1966, the adminis-
tration requested, and the Congress soon enacted, tax measures
to stem inflationary pressures. In October 1966, the Government
suspended for 15 months both the investment tax credit and the right
to elect the most rapid accelerated depreciation tax provisions for new
buildings. In addition, Federal expenditures in fiscal year 1967
are being deferred, stretched out, and cut back by $3 billion below
the amounts authorized by the Congress.

The 1968 budget contemplates an easing of inflationary pressures
and a continuation of the economic expansion of the past 6 years,
with a gross national product of $787 billion in the calendar year
1967. The major components of the projection are summarized in
the following table:

ECONOMIC ASSUMPTIONS

[Calendar years. In billions]
1965 1966 1967
actual preliminary estimate
Gross national product_____.___._._______.._.__ $681.2 $739.5 $787
Personal income_ _ ... _.______..____ 535.1 580.4 624
Corporate profits before tax____________________ 75.7 81.8 83

56
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Estimated receipts.—The levels of personal income and corporate
profits are the major determinants of Federal revenue. The expected
growth in income, combined with the recommended increase in tax
rates is expected to yield Federal revenues of $167.1 billion in 1968
on a national income accounts basis. This is an increase of $17.3
billion over fiscal year 1967.

Total Federal cash receipts from the public will rise to $168.1 bil-
lion in 1968, an increase of $13.4 billion from the prior year. The
administrative budget receipts in 1968 will amount to $126.9 billion, an
increase of $9.9 billion over 1967.

RELATION OF RECEIPTS IN THE FEDERAL SECTOR OF THE NATIONAL INCOME
ACCOUNTS TO FEDERAL CASH RECEIPTS FROM THE PUBLIC

[Fiscal years. [In billions]

1966 1967 1968
actual estimate | estimate
Federal receipts, national income accounts_ ... ____.___.___ $132.6 $149.8 $167.1
Plus: Exclusions from Federal sector:
Loans repaid. ... . ... 3 4 .2
Items classified in another sector____________._____ 1.0 1.4 1.7
Less: Exclusions from Federal receipts from the public:
Excess of accruals over collections.. ... _____________ -1.2 -39 +.4
Employer and employee contributions to Federal re-
tirement funds_ .. ______________________.___. 2.3 2.3 2.3
Plus: Miscellaneous netting, grossing and related adjust-
MENES_ o e 1.7 1.5 1.7
Equals: Total cash receipts from the public._..._________ 134.5 154.7 168.1

Note.—For a fuller explanation, see Special Analysis A (pp. 394 to 402).

Differences between NIA and cash receipts.—Federal receipts in both
the national income accounts and the cash budgets include revenues
from the trust funds. Despite the similarity of their general order of
magnitudes, however, there are some conceptual differences between
the two budget measures.

For example:

o Federal receipts in the national income accounts are on an accrual

or liability basis while consolidated cash receipts are on a collections

basis,

e Payments on some loans (such as the post-World War II loan

to the United Kingdom) which go in miscellaneous cash receipts

are excluded from the Federal sector of the national income accounts
because they represent an exchange of financial assets rather than
an income transaction,

o Some Federal cash receipts are classified in the national accounts

in other sectors of the economy, such as the District of Columbia

(which is with local governments).
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¢ Employer and employee contributions to Federal retirement
funds are excluded from Federal cash receipts from the public as
intragovernmental transactions.

Estimated changes in revenues.—Of the $168.1 billion cash
receipts from the public in 1968, $5.5 billion is estimated to result
from the proposed surcharge on individual and corporate taxes and
from a speedup in certain corporate tax collections, discussed below.

Individual income tax receipts are estimated at $73.2 billion in fiscal
year 1968, $11.0 billion higher than in 1967. Higher personal incomes
will yield a substantial increase in receipts. In addition, the proposed
69, surcharge on individual income tax liabilities will yield $3.4
billion in 1968.

FEDERAL CASH RECEIPTS FROM THE PUBLIC

{Fiscal years. In millions]

1966 1967 1968
actual estimate estimate
Administrative budget receipts:
Individual income taxes.._____________.__.___._____.._.. $55,446 $62,200 $73,200
Corporation income taxes_ .. _______.______________._____ 30,073 34,400 33,900
Excise taxes_ _ .o 9,145 9,300 8,800
Estate and gift taxes_ . __ . _______________._.__.__ 3,066 3,100 3,100
Customs._ - .. ..... 1,767 1,980 2,100
Miscellaneous budget receipts_ .. __.________.________._. 5,231 6,015 5,837
Subtotal, administrative budget receipts. ... _______ 104,727 116,995 126,937
Trust fund receipts:
Employment taxes______ .. _________________________ 20,022 26,445 28,392
Deposits by States, unemployment insurance. ____________ 3,067 3,000 3,000
Excise taxes__ ... . ______________ ... _________. 3,917 4,514 4,946
Federal employees retirement systems . ___.______________ 2,269 2,361 2,360
Interest cntrustfunds .. . . ... ___. 1,908 2,268 2,685
Veterans life insurance premiums____________._____ ___. 51 517 515
Other trust fund receipts__________________.______._.__. 3,159 5,793 6,245
Subtotal, trust fund receipts__._.___.______._______. 34,853 44,898 48,142
Intragovernmental and other noncash transactions._._._.__. —5,100 —7.231 —6,973
Total cash receipts from the public_._.____________ 134,480 154,662 168,106

Corporate income tax receipts are estimated to be $33.9 billion in
fiscal year 1968. This estimate includes an increase of $1.3 billion
from the proposed 69, surcharge on corporate tax liabilities.

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



RECEIPTS 59

The change in corporate tax collections between 1967 and 1968 is
affected by two additional factors. First, the acceleration of cor-
porate tax collections—which was enacted in 1964 and speeded up
last year—is nearing completion. This tends to reduce 1968 col-
lections. During the period of acceleration, the amounts paid during
any given period are larger-——but the underlying liabilities are un-
affected. The period of larger payments will be virtually completed in
1967, and in fiscal year 1968, large corporations will be paying their
taxes predominantly as their liabilities accrue. Second, in 1968 two
further measures to bring certain corporate tax collections on a more
current basis will be introduced. These measures are described later.

Excise tax receipts in the fiscal year 1968 are expected to be lower
by $68 million. Decreases from 1967 to 1968 will result from:

o administrative speedups in excise tax collections in 1967.

o lowering the telephone excise tax from 109, to 19, and the

automobile excise from 7%, to 29, on April 1, 1968, as provided in

current law.
Increases in administrative budget receipts from 1967 to 1968 will
result from enactment of proposed transportation user charges on
airways and waterways. Proposed highway user charges will increase
receipts to the trust funds. These proposals are discussed below

Miscellaneous receipts arve estimated to be $5.8 billion in fiscal year
1968. This is about $200 million lower than in 1967. Significant
changes are expected in the following:

o Seigniorage is expected to decline by $554 million between 1967

and 1968. Production of coins in 1967 was unusually high because

of the need to avert coin shortages.

¢ Earnings of the Federal Reserve System transferred to the

Treasury are estimated to rise by $325 million.

Employment taxes are expected to increase to $28.4 billion in 1968,
$1.9 billion higher than in 1967. This increase in revenue reflects
(1) an expected increase in the number of people (and the dollar
volume of payrolls) covered by the social security system, as the
economy continues to expand; (2) an increase in the combined tax
rate on employers and employees to 8.8, effective January 1, 1967
under present law; and (3) the proposed increase in the wage ceiling
from $6,600 currently to $7,800 effective January 1, 1968,

Proposed legislation.—This section summarizes the revenue pro-
posals recommended for action this year.

Individual income tax.—A surcharge of 6%, on individual income tax
liabilities is proposed, effective July 1, 1967. The proposal exempts
taxpayers whose taxable incomes are wholly within the first two
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ESTIMATED EFFECT OF PROPOSED LEGISLATION ON RECEIPTS FROM
THE PUBLIC

[In millions}

Proposal Fiscal year| Fiscal year
|96;' 1968
Administrative budget receipts:
Income taxes:

Proposed surcharge:

Individual income taxes_ . ... .. . ... .. | ... $3,400
Corporation income taxes_ ... - .- . _._.__._____. $190 1,300

Accelerate corporation tax payments_____..__ ... .. ... __._____|._______._.

Subtotal, income tax proposals.. ... __.____________________ 190 5,500
Transportation user charges:

Tax transportation of air freight at 2%, ... __________________ ... ..__. 9

Tax fuels used in general aviation at 4 centspergallon__.__________| ____._____ 1

Transfer aviation gasoline tax receipts from highway trust fund___. | __________ 12

Repeal tax on gasoline used in commereial aviation_ ________.._ .. _|._.________ —6

Tax fuel used on inland waterways at 2 cents pergallon.___________ | ________._ 7

Transfer 2% tax on automobiles to Beauty-Safety trust fund________|._______... —400
Subtotal, transportation user charge proposals_____.__ ... ... __|......____. —367

Other user charges_ .. e e 8
Revolving funds:

Rural Electrification Administration_ ____________.___.________.__ —194 -201

Power administrations_ _ _ ______________ . __________.________.__ —74 —78

Mint e —26 -22

Commodity inspection and grading and warehouse licensing fees______|____._______ —4
Subtotal, revolving fund proposals_.._.___________________._.__. —294 —305

Other miscellaneous receipts sources_ . ... ________\ _________. 180
Total, administrative budget proposals__ .. _..__________________ —104 5,016
Trust fund receipts:
Social insurance trust funds:

Old-age, survivors, disability, and hospital insurance for the elderly: )
Increase taxable wage base from $6,600 to $7.800_______________.|..._______. 112
Extension of Medicare to disability beneficiaries who will pay $3 .

monthly i 24
Railroad retirement program—increase tax rate on employers and
employees by Vg of 1% .. 23
Highway trust fund:
Increase diesel fuel tax and apply graduated use tax on heavy trucks__|___________ 225
Transfer aviation gasoline tax receipts to general fund________._____|.____._____ —12
Beauty-Safety trust fund:
Establish Beauty-Safety trust fund by transfer of 29, excise tax on
automobiles from general fund__________ .. ______{ ____._____ 400
Total, trust fund proposals________ ... .. .| .. 772
Total, proposed legislation__.___.__ ... .. . __________________ —104 5,788
Legislative proposals for user charges to be applied to reducing expendi-

tures:

Commodity inspection and grading and warehouse licensing fees. .| .._.___.__ 12
Other - i e 9
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brackets. This surcharge will expire automatically June 30, 1969.
The revenue estimates assume that withholding rates are increased by
69 beginning on July 1, 1967. In effect this proposal involves a 3%,
increase in individual income tax liabilities for the calendar year 1967,
69, for 1968, and 39, for 1969. The proposal will yield $3.4 billion in
fiscal year 1968. Its effect on an individual taxpayer is illustrated
in the following table.

INCOME TAX OF MARRIED COUPLE WITH TWO CHILDREN

|Calendar years 1963, 1966—68)

Wage income 1963 1966 1967 1968
$3,000 il $65 $4 $4 $4
$5.000_ ... 420 290 290 290
$7,500_ ... 877 686 707 727
$10,000. .. 1,372 1,114 1,147 1,181
$15,000 _ . 2,486 2,062 2,124 2,186
$25,000 . _ i 5,318 4,412 4,544 4,677

Note.—Assumes minimum standard deduction or deductions equal to 10 percent of income, which-
ever is greater.

Corporation income tax.—A surcharge of 69, on corporate tax
liabilities is also being proposed, effective July 1, 1967, and expiring
automatically June 30, 1969. In effect this proposal involves a
3% increase in income tax liabilities for the calendar year 1967,
69, for 1968, and 3% for 1969. The revenue estimates assume that
increased collections begin with the June 15, 1967, estimated tax
payments of corporations. The revenue resulting from this proposal
is expected to be $1.3 billion in fiscal year 1968.

A continuing effort is being made to put tax collections on a current
basis. Two further accelerations in corporate payments, effective
calendar year 1968, are being proposed:

e An increase from 70 to 809, that a corporation’s estimated tax
for any given calendar year must bear to its final tax liability. The
809, requirement is now applicable to those individuals who are
required to estimate their tax liabilities. Revenue resulting from
this proposal would be $400 million in fiscal year 1968.
¢ Elimination over a 5-year period of the present exemption on
the first $100,000 of corporate tax liability from the requirement
of payment on a current estimated basis. This change would
put corporations on the same tax basis as an unincorporated
proprietor, who now must make estimated tax payments on his
entire liability. The revenue increase under this proposal is $400
million in fiscal year 1968. ‘
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Eacise taxes.—Proposed legislation would transfer 2 percentage
points from the automobile excise tax in the general fund to a new
Beauty-Safety trust fund.

Employment tazes.—In order to help cover the proposed increases
in social security benefits, legislation will be recommended to raise the
taxable income base for the old-age, survivors, disability, and health
insurance programs from $6,600 to $7,800 on January 1, 1968. The
increase in receipts in fiscal 1968 will be $112 million. Under exist-
ing legislation, the combined tax rate on employers and employees
will rise from 8.89, to 9.8%,, effective on January 1, 1969. Proposed
legislation would change the 9.89, to 10.09,.

User charges.—Legislation will be proposed in several areas to re-
lieve the general taxpayer of the burden of financing programs that
provide special benefits to certain individuals and groups. The
user charges program also is being extended by administrative action,
throughout the executive branch where legislative authority exists.
All present charges are reexamined regularly to assure that they
adequately reflect the costs incurred.

In the transportation area, legislation is being proposed to collect
from the users a greater share of the Government’s costs of providing
its services. To augment Highway trust fund receipts, some.addi-
tional user charges are being proposed. The tax on diesel fuel should
be raised. The use tax on heavy vehicles should be increased accord-
ing to a scale graduated by weight. These increases would move the
contributions by operators of heavy trucks closer to a fair share of
highway costs.

Additionally, legislation is being proposed to finance the building of
forest and public land highways, which are part of the Federal highway
system, from the Highway trust fund where it more equitably belongs
rather than from the General Fund. '

A 29, charge on air freight bills is being proposed, which will help
to cover commercial aviation’s share of the cost of the Federal airway
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system. When coupled with the existing 5% levy on passenger
tickets, the receipts from this proposal should be sufficient to permit
repeal of the 2¢ per gallon charge on gasoline used in commercial
aviation. A portion of the benefits conferred on general aviation
should be met by increasing the existing charge on general aviation
gasoline from 2¢ to 4¢ per gallon. A 4¢ per gallon charge on jet fuel
used in general aviation is also being proposed.

A charge of 2¢ per gallon is being proposed for all fuels used on the
inland waterways. The proceeds will help pay the cost of maintaining
the waterways.

New and increased user charges are also being proposed in several
other programs. These include: (1) various inspection services per-
formed by the Food and Drug Administration; (2) commodity
inspection and grading, and warehouse inspection and licensing by
the Department of Agriculture; (3) administration of workmen’s
compensation and safety programs for longshoremen and harbor
workers by the Department of Labor; (4) Coast Guard merchant and
towing vessel inspections, and various Customs navigation services;
and (5) overtime border inspections of private vessels and aircraft.

Revolving funds.—Legislation will be requested to create revolving
funds for the Rural Electrification Administration and three power
administrations—Bonneville, Southeastern, and Southwestern. With
authority to operate through revolving funds, the agencies would be
able to use collections on outstanding loans and revenues from power
sales to help finance their current operations and necessary capital
outlays. These agencies would remain subject to control through the
regular budgetary process. A revolving fund for the Mint is also being
proposed. The operating activities of the Mint would be financed in
part through Mint receipts, including seigniorage. Enactment
of this legislation will reduce, equally, miscellaneous receipts of the
Treasury and expenditures by the agencies without affecting the
surplus or deficit.
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Table 13. SOURCES OF RECEIPTS (in millions of dollars)

[Note.—Estimates include effects of proposed legislation.]

Description 1966 1967 . 1968
actual estimate estimate

ADMINISTRATIVE BUDGET FUNDS

Individual income taxes:

Withheld .. 42,811 49,500 59,200
Other_ i 18,486 19,400 21,600
Gross individual income taxes_ _______..______._._____ 61,298 68,900 80,800
Refunds_ . .. .. —5,851 —6,700 —7,600
Net individual income taxes. . . ___..._.____________.. . 55,446 | 62,200 73,200
Corporation income taxes_ _.__.__.._____.__._____________ 30,834 35,200 34,700
Refunds_ _ . ... —761 —800 —800
Net corporation income taxes__._____.__________.__._ 30,073 34,400 33,900
Excise taxes:
Alcohol taxes:
Distilled spirits_ . ________ ... 2,767 2,900 3,050
Beer .l 887 925 970
Rectification tax_ .. _________ . . ... 27 30 32
Wines - o 110 119 129
Special taxes in connection with liquor occupations______ 2 22 22
Total, alcohol tazes_______.______________________. 3,814 3,996 4,203
Tobacco taxes:
Cigarettes (small) .. _______.________________________ 2,006 2,070 2,200
Cigars (large) . ... e 57 58 59
Cigarette papersand tubes___________________________ 1 1 1
Manufactured tobacco (chewing, smoking, and snuff) 1__ L2 TR .
Allother . . 1 1 1
Total, tobacco taxes. .. ____________________________ 2,074 2,130 2,261
Documents and other instruments:
Issues of securities, stock and bond transfers !__________ 146 85 45
Deeds of conveyance_ __ ... .. . _____.___
Manufacturers’ excise taxes:
Gasoline ... el 28 32 49
Lubricating oils used in highway vehicles2. ______._____ | 68
Lubricating oils not used in highway vehicles 1_________. [ P
Passenger automobiles3 _____________________________ 1,492 1,580 930
Parts and accessories for automobiles?_ _______________ l 190
Parts and accessories for trucks®_ ____________________ I
Electric light bulbs 1 ____________________ . ___ 16 | I S
Firearms, shells, and cartridges______________________. 24 30 32
Fishing rods, creels, etc_______.__________________.___ 8 10 10
Pistols and revolvers_. ______________________________. 3 3 3
Alother__ . ... 17 |
Total, manufacturers’ excise taxes_ . _________.______ 1, 846 1,656 1,024

See footnotes at end of table.
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Table 13. SOURCES OF RECEIPTS (in millions of dollars) —Continued

Description 1966 1967 1968
actual estimate estimate
ADMINISTRATIVE BUDGET FUNDS—Continued
Excise taxes—Continued
Retailers’ excise taxes (repealed) ________.___._ . . _____ 108 3 DU
Miscellaneous excise taxes:
General and to!l te‘]ephone ;and teletype service $________ 008 1,200 1,020
Other communications services___.___._.___._.______
Transportation of persons by air_._________.___.______ 140 199 196
Transportation of freight by air_ ________.___.________|__________|._______._. 9
Fuel used on inland waterways_ ... ___________ | _|oco_.____. 7
Jetfuel .. 5
Admissions, exclusive of cabarets, roofgardens, etc.5_____ 46 ||
Cabarets, roofgardens, ete.5_________________._______. 36 | I R
Wagering taxes, including occupational taxes__._.______ 6 7 7
Club dues and initiation fees ! _______________________. 53 2
Sugar taX - - - e 103 116 m
Coin-operated gaming devices. ... _._____.____________ 16 17 18
Interest equalization tax_.._____._____.______________ 26 30 35
Foreign insurance policies ... .___.___._._.______ 3 14 15
All other miscellaneous excise taxes____________________ 4 2 2
Total, miscellaneous excise taxes_ ... ______..________ 1,340 1,588 1,425
Undistributed depositary receipts and unapplied collections. 33 40 62
Gross excise taxes__ _________________.___.__________ 9,362 9,500 9,020
Refunds__ _____ ... =217 —200 —220
Net excise taxes_ _ _ el 9,145 9,300 8,800
Estate and gifttaxes . __.________________________________ 3,094 3,130 3,130
Refunds_ . ... —-28 —30 —30
Net estate and gift taxes____....__.__. . _________ 3,066 3,100 3,100
Customs____.___________ ... 1,811 2,025 2,145
Refunds. ... —45 —45 —45
Net customs.____________________ ... 1,767 1,980 2,100
Miscellaneoﬁs receipts:
Miscellaneous taxes, gifts, and contributions__________.___ 7 8 8
Seigniorage and bullion charges. ... __ .. __________ 650 1,073 519
Fines, penalties, and forfeitures .. ______________________ 27 18 166
Fees for permits and licenses:
Admission fees and permits_.__.______________________ 8 -9 R]
Business concessions_____________________.____________ 9 11 12
Immigration, passport, and consular fees_______________ 29 32 35

See footnotes at end of table.
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Table 13. SOURCES OF RECEIPTS (in millions of dollars) —Continued

Description 1966 1967 1968
actual estimate estimate

ADMINISTRATIVE BUDGET FUNDS—Continued

Miscellaneous receipts—Continued
Fees for permits and licenses—Continued

Patent and copyright fees._____________ ... _.__._. 20 26 27
Registration and filing fees___________________________ 14 17 23
Landing fees, airports_ . ___ ... ... ... ... 3 4 5
Miscellaneous fees for permits and licenses_ ____________ 22 19 19
Total, fees for permits and licenses______________.__. 105 18 131
Interest:
Interest on loans to Government-owned enterprises___.__ 617 739 653
Interest on domestic loans to individuals and private
organizations. .. .. ... ... oo ... 89 89 96
Interest on foreign loans and deferred payments_ .. _____ 109 180 173
Miscellaneous interest collections_.____________________ 31 36 38
Total, interest. ... ... 847 1,044 960
Dividends and other earnings:
Deposits of earnings, Federal Reserve System __________ 1,713 1,850 2,175
Payment equivalent to income taxes_____........___.__ it 14 10
Miscellaneous dividends and earnings_..._._._._._.____ 7 10 9
Total, dividends and other earnings_________________ 1,731 1,873 2,195
Rents:
Rent on Outer Continental Shelf lands_ ... ... ___ 162 350 365
Rent of land and other real property._ ... _________ 36 37 38
Rent of equipment and other personal property_.._.._.. 37 39 39
Total,rents_____________ ... 235 427 442
Royalties:
Royalties on Quter Continental Shelf lands____._____.__ 86 50 65
Miscellaneous royalties_ ______ . ______.__________.____ 121 131 132
Total, royalties . __________________________________ 208 181 197
Sale of products:
Sale of timber and other natural land products. . .___._. 223 239 247
Sale of power and other utilities_ _____._._____________ 241 109 11
Sale of minerals, publications, and other products and
byproducts_. ... 30 39 25
Total, sale of products._._______________________. 494 387 383
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Table 13. SOURCES OF RECEIPTS (in millions of dollars) —Continued

Description 1966 1967 1968
actual estimate estimate
ADMINISTRATIVE BUDGET FUNDS—Continued
Miscellaneous receipts—Continued
Fees and other charges for services and special benefits:
Fees, and other charges for administrative, professional,
and judicial services____ . ______________________.__. 29 25 26
Fees and other charges for communication and trans-
portion services____________________._.___________. 14 15 4
Fees for general governmental services (including serv-
ices to District of Columbia) _______________________ 24 23 26
Other fees and charges______ .. __ . .. ___________ 60 92 96
Total, fees and other charges for services and special
benefits__ _______ ..l ... 127 155 152
Sale of Government property:
Sale of real property__________ ... .. 83 76 71
Sale of equipment and other personal property_________. 824 791 912
Sale of scrap and salvage material ___._..__._.__._____. 38 40 45
Total, sale of Government property .. ... _______ 944 908 1,028
Realization upon loans and investments:
Repayments from States and other public bodies____._._ 102 47 17
Repayments of domestic loans to individuals and private
organizations_ . __ ... ... 16} 1 1
Repayment of foreignloans . ____.___.________________ 85 352 171
Repayment on miscellaneous recoverable costs__.__._____ 6 5 6
Miscellaneous repayments on loans and investments._._. 6 7 6
Total, realization upon loans and investments_ _______ 359 412 201
Recoveries and refunds:
Recoveries under military occupation. .- _.._.________ 35 36 37
Recoveries of excess profits and costs. ... __.__________ 15 15 15
Recoveries under foreign aid programs.._______________ 44 87 45
Other recoveriesandrefunds_ ________________________ 38 39 41
Total, recoveriesand refunds_._____________________ 132 177 137
Gross miscellaneous receipts_. .. ___.__.____________. 5,865 6,781 6,518
Refunds_ oo b
Net miscellaneous receipts . _ ... .._..________ 5,865 6,781 6,518
Interfund transactions®________ . . ___._____________ —635 —766 —682
Total, administrative budget receipts . _______________ 104,727 116,995 126,937

See footnotes at end of table.
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Table 13. SOURCES OF RECEIPTS (in millions of dollars) —Continued

Description 1966 1967 1968
-actual estimate estimate

TRUST FUNDS

Employment taxes:
Federal old-age and survivors insurance trust fund________ 16,686 20,820 22,020
Federal disability insurance trust fund______._.____.___.__ 1,458 2,070 2,169
Federal hospital insurance trust fund .. __________________ 862 2,470 3,103
Railroad retirement accounts. . ______________.___ . ______ 684 747 835
Unemployment trust fund___.__ .. ________ . _______.___ 567 589 597
Refunds_ .. ... —234 -252 —332
Net employment taxes___._____.______.__......___. 20,022 26,445 28,392
Unemployment tax deposits by States:
Unemployment trust fund___________________________.__ 3,067 3,000 3,000
Excise taxes:
Highway trust fund:
Gasoline tax___.____________ .. 2,802 3,143 3,020
Automobile truck, bus, and trailer taxes_______________ 442 587 510
Tire, inner tube, and tread rubber taxes_______.______.. 497 537 526
Tax on diesel and lubricating fuels used on highways__. . 187 293 276
Use tax on certain vehicles . _________________________ 102 116 118
Truck parts and accessories 2. ___._._____._____.__... 7 51 4]
Proposed legislation____._________ .|| 207
Refunds_ . .. -120 =213 —152
Beauty-Safety trust fund_______ .|| 400
Net excise taxes_______ ... ... 3,917 4,514 4,946
Federal employees and agency payments for retirement:
Federal employees retirement funds_ __.____._.___._.____ 2,269 2,361 2,360
Interest on trust funds:
Federal old-age and survivors insurance trust fund _.______ 588 713 874
Federal disability insurance trust fund ___.__.______.___.__ 60 65 81
Health insurance trust funds. .. ... __________________ 7 71 105
Railroad retirement accounts__ ... ________________ 150 164 172
Unemployment trust fund._____________________________ 309 379 461
Federal employees retirement funds_ ____________________ 548 622 693
Veterans life insurance funds_ __________________________ 224 229 235
Other trust funds_ __________________ ... 22 25 63
Interest on trust funds. .. ____________. . .__.____. 1,908 2,268 2,685

Veterans life insurance premiums:
Veterans life insurance funds_ _._____.__________________ 5N 517 515

See footnotes at end of table.
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Table 13. SOURCES OF RECEIPTS (in millions of dollars)—Continued

Description 1966 1967 1968
actual estimate estimate
TRUST FUNDS—Continued
Miscellaneous trust fund receipts:
Payments by States to:

Federal old-age and survivors insurance trust fund ___.__ 1,392 1,581 1,698
Federal disability insurance trust fund_________.___.___ 114 157 168
Federal hospital insurance trust fund__________________ 47 176 239
Federal supplemental medical insurance trust fund._..____| ____.__._. 1,246 1,316
Foreign assistance deposits_ _._________._ ... ... ____. 708 1,104 1,376
District of Columbia____________________..___... - 436 528 571
Other trust fund receipts_.____________________._____.__ 1,231 1,736 1,607
Net miscellaneous trust fund receipts. ... __.__ 3,928 6,527 6,975
Subtotal, trust fund receipts_.__ .. ... _____.________ 35,622 45,632 48,872
Interfund transactions._._______________________________ —770 —734 —730
Total, trust fund receipts. _.________________________ 34,853 44,898 48,142
Intragovernmental and other noncash transactions____.____. —5,100 -7,231 —6,973
Total, cash receipts from the public__________________ 134,480 154,662 168,106

1 Repealed as of Jan. 1, 1966.

*Transferred to lghway trust fund as of Jan. I, 1966.

3Under existing legislation will be reduced from 7% to 2% on Apr. 1, 1968,
¢Under existing legislation will be reduced from 10% to 1% on Apr. 1, 1968.
5 Repealed as of noon, Dec. 31, 1965.

S Interfund transactions are as follows (in millions of dollars):

Administrative Budget 1966 1967 1968

Interest on loans to Government-owned enterprises: actual  estimate  estimale
Commodity Credit Corporation. - _ ... ___...__._ 302 346 304
Expansion of defense production_________________________________ 14 35 29
Export-Import Bank of Washington. . ____________________.______ 14 19 10
Housing and Urban Development.___________._._.____._.___._. [V, 138 141 128
Panama Canal Company._ ____________ . _____________________.__._ 12 12 12
Small Business Administration 39 48 47
Veterans Administration_____________________________________.___ 34 20 22
Saint Lawrence Seaway Development Corporation_ _.______________ 5 5 5
Power marketing agencies (proposed) - e 45 50
Other_..___ . ... 59 67 46

Fees and other charges:

Southwestern Power Administration - 3 3
Bonneville Power Administration__ . 7 7
Panama Canal Company for annuit payment and cost of Canal Zone
GOVErnment_ . . ... oo 17 16 19
Total, administrative budget__ ... _________________________ 635 766 682

Trust Funds

Payments to employees’ retirement fund receipts:
District of Columbia government.___._____._____.______.________ 9 9
District of Columbia employees’ pay deductions. .. ___________.__. 9 9 i0
Paly.:mentx between funds:
OASI fund from Federal disability insurance fund________________ 7
FOASI from Federal supplementary medical insurance trust fund___._. ___
Railroad retirement account from:

FOASI trust fund._ - _ e 444 532 477
Unemployment trust fund_._____ B 92 91 90
Federal disability insurance fund 25 28 21

Civil service retirement and disability fund to Foreign S
ment fund_ _ el 1 1 1
Unemployment trust fund from railroad retirement account_____ 41 39 39
Federal hospital insurance trust fund from railroad retirement acc I 16 46
National Park Service from District of Columbia__._____._________ - 1
Foreign Claims Settlement Commission from alien proper i
unds . e 142 - 26
Total, trust funds 770 734 730
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ANALYSIS OF FEDERAL ACTIVITIES BY FUNCTION

This section of the budget describes the main components of the
program recommended for the Government for fiscal year 1968. It
covers, for each of 12 major functions served, programs financed by
both administrative budget accounts and trust funds.

SUMMARY

The Federal revenue and expenditure decisions reflected in the 1968
budget have been tailored to promote continued high employment,
maximum utilization of our resources, and a steadily advancing econ-
omy with relatively stable prices. They also have been designed to
permit an easing in monetary policy leading to lower interest rates
and a more balanced pattern of economic growth.

As measured in the national income accounts, there will be a modest
deficit in fiscal year 1968, amounting to $2.1 billion.

The national income accounts budget is the best measure of
the Federal Government’s economic impact. Federal expenditures
and receipts in this budget are part of a consistent set of economic
accounts for the Nation as a whole. It is from these accounts that
data are drawn which measure the gross national product and national
tncome—hence the name “national income accounts.”” The Federal
Government’s transactions are recorded on the same basis as those of
private individuals and firms and State and local governments.

The national income accounts budget differs from the adminis-
trative budget in three major ways:

o It includes all of the revenues and expenditures of the trust

funds, since they affect the income of individuals and State and

local governments.

o It excludes Federal loan expenditures (and receipts) since they
do not represent additions to income. In a similar vein, private
individuals and firms do not count the proceeds from loan trans-
actions as part of their income.

e It counts Federal revenues when the tax liabilities are accrued
by individuals and firms rather than when they are collected by
the Government, since this is the way in which private income
statements are generally kept.

In fiscal year 1968, total Federal expenditures in the national income
accounts are estimated to be $169.2 billion, an increase of $15.6 billion
72
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over 1967. Defense outlays will account for $5.8 billion of the
increase. Expenditures of the various trust funds, mainly social
security and related benefits, will account for another $6.2 billion,
the proposed military and civilian pay raise for $1 billion, and all
other programs for the remaining $2.6 billion. Federal receipts are
estimated to rise by $17.3 billion to a total of $167.1 billion. The
increase reflects primarily growth in the economy and the proposed
changes in taxes on individuals and corporations in fiscal year 1968.

The following are the three major components of Federal expendi-
tures as recorded in the national income accounts:

Direct Federal purchases of goods and services reflect a direct use of
resources by the Federal Government to meet the requirements of
defense, space, public works, and other Government programs. They
include such items as the purchase of a missile, the construction of a
research facility, or the pay of Federal employees. These purchases
are estimated to total $91.9 billion in 1968 and will account for ap-
proximately 119, of gross national product, up slightly from 1967.
Purchases for national defense purposes in 1968 are expected to take
less than 9% of GNP, about the same proportion as in 1967, but
considerably below the 13%%, in the Korean war year of 1953.

Transfer payments represent cash benefits paid under various
Government programs, which help maintain the purchasing power
of millions of retired, disabled, or unemployed persons. They are
expected to rise by $6.8 billion over 1967 to a total of $46.6 billion
in 1968. Most of this rise is for social security benefits, including
the increase proposed to become effective June 1, 1967.

Grants-in-aid provide cooperative financing for essential public
services, such as highways, education, public health, and public assist-
ance. Grant outlays have risen steadily and substantially in recent
years. They will continue to increase in 1968 to an estimated $16.7
billion, compared with $14.8 billion in 1967.

While the national income accounts data represent the best measure
of the fiscal impact of the Federal budget, detailed program decisions
and descriptions are most appropriately discussed on the basis of the
consolidated cash budget. This budget combines all administra-
tive and trust fund expenditures. Moreover, the cash budget includes
the Federal Government’s loan and credit transactions. These are
properly excluded from the national income accounts budget, since
they donot represent income transactions. But they are relevant to a
description and review of the Federal Government’s activities in
various program fields. Accordingly, the remaining materials in this
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section of the budget—covering the 12 functional categories—are
based on the consolidated cash concept.

PAYMENTS TO THE PUBLIC

[Fiscal years. In millions}

Function 1966 1967 1968
actual estimate estimate

Administrative Budget Expenditures:

National defense_ ... ... .. ... oo ien $57,718 $70,222 $75,487
Excluding special Vietnam.___._____ .. ___..._____. (51,906) (50,803)]  (53,587)
International affairs and finance_____________________ 4,191 4,608 4,797
Excluding special Vietnam.___.....__..__.__._____. (3,909) (4,075) (4,251)
Space research and technology. ... ... .. .__..__ 5,933 5,600 5,300
Agriculture and agricultural resources___ ... .______ 3,307 3,035 3,173
Natural resources. ___________ ... 3,120 3,226 3,518
Commerce and transportation__.__._._._____._._____ 2,969 3,495 3,089
Housing and community development_._______.______ 347 890 1,023
Health, labor, and welfare_________________________. 7,574 10,389 11,304
Education . __ .. e 2,834 3,304 2,816
Veterans benefits and services_ __.________.___.....__ 5,023 6,394 6,124
Interest.. . oo 12,132 13,508 14,152
General government____________ . ... ... 2,464 2,725 2,781
Allowances:
Civilian and military pay increase____.______._____ |- oo loo.___.__. 1,000
Possible shortfall in asset sales__.__.______________ ... .__.__. 750
Contingencies_ - _ e 100 400
Interfund transactions (deduet) . .__.________________ 635 766 682
Total, administrative budget expenditures_.__.___. 106,978 126,729 135,033
Total, administrative budget expenditures, excluding
special Vietnam________________. . ___.______ (100,884)|  (106,777) (112,587)
Trust Fund Expenditares:
Health, labor, and welfare______ ... ... ._____.. 26,384 31,477 37,111
Commerce and transportation_ ______________..____.. 3,751 3,722 3,738
National defense_______ ... . ... __ 760 1,138 1,370
Agriculture and agricultural resources________________ 1,151 1,382 1,224
Housing and community development__.____________. 3,202 2,99 981
Veterans benefits and services_ . _..________.__.______ 565 770 557
Allother. ____ . —-178 126 255
Interfund transactions (deduct) _.._____._ .. _._..__ 770 734 730
Total trust fund expenditures...___ ... ... 34,864 40,882 44,507
Intragovernmental transactions and other adjustments
(deduct) oo et 4,026 6,752 7.137
Total payments to the public_._._______._._..._. 137,817 160,859 172,403 -
Total paymenis to the public, excluding special
Vietnam. _..____ .. e eeaaaas (131,723)|  (140,907)( (149,957)
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In addition to the expenditures estimated in the functional cate-
gories, the budget includes $2.2 billion in allowances for fiscal year
1968. This estimate covers (1) proposed increases in the pay of Fed-
eral civilian (including postal) and military personnel, (2) the possi-
bility of some shortfall in planned sales of financial assets, and (3)
unforeseen contingencies which might arise during the year, including
matters which are still under study and for which later decisions will
be made, such as development of a prototype civil supersonic air
transport and of a nuclear rocket under the joint NASA-AEC Rover
program.

NATIONAL DEFENSE

The national defense program for the current and coming fiscal year
bears the deep imprint of our commitment to preserve the independ-
ence of South Vietnam and to bring peace to that nation.

While a large part of our defense expenditures in 1968 reflects the
cost of operations in Vietnam, the bulk of our defense outlays continues
to be devoted to forces assigned to other missions. Over the past 5
years we have greatly improved our capabilities for nuclear, conven-
tional, and countersubversive conflict. The 1968 budget provides for
further improving these forces. At the same time, pains have been
taken to scale down programs not essential to combat readiness and
to seek further savings from cost reduction efforts.

Total outlays for national defense programs are estimated to rise
again in 1968 to $76.8 billion, compared with $71.3 billion in 1967 and
$58.5 billion in 1966.

Department of Defense.—Total expenditures for the military
functions of the Department of Defense are estimated at $72.3 billion
in 1968, $5.4 billion more than in 1967 and $17.9 billion more than in
1966. New obligational authority of $74.7 billion is proposed for the
Department compared with $72.0 billion for the current year, includ-
ing supplemental requests being transmitted separately to/the Con-
gress. The request of $12.3 billion for 1967 for the support of mili-
tary operations in Southeast Asia is the largest portion of the total
supplemental funds needed.

In planning the 1967 budget, when the most rapid phase of our
military buildup in Southeast Asia was occurring, it was difficult to
determine requirements a full 18 months in advance. Rather than
request an amount not based on firm requirements, it was decided
to defer the request for additional funds until those requirements
became better known. Although uncertainties still remain as to the
duration and intensity of the conflict in Vietnam, these uncertainties
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NATIONAL DEFENSE

[Fiscal years, In millions]

Payments to the Recom-
public mended
Program or agency new obli-
gational
1966 1967 1968 | authority
actual | estimate | estimate | for 1968
Administrative Budget Funds:
Department of Defense—military:
Military personnel:
Present programs._________ ... __..___.______ $16,753 1$20,200 |$21,800 | $22,001
Proposed legislation________________ . ___ | |...._.__ 23 24
Operation and maintenance:
Present programs___...______________.___._..__ 14,710 | 18,600 | 19,000 [ 19,136
Proposed legislation. . ________________ ...\ | 17 18
Procurement..______ .. 14,339 | 18,465 | 21,632 | 22,917
Research, development, test, and evaluation______..__ 6,259 | 6,700 | 7,200 7,273
Military construction_ _ .. . __ ... . ____...._. 1,334 | 1,600 | 1,600 2,123
Family housing__ . ______ 647 570 582 814
Civil defense_ ool 86 97 100 m
Revolving and management funds and other._____.___ 281 718 346 257
Subtotal, Department of Defense—military...______ 54,409 | 66,950 | 72,300 | 74,674
Sublotal, excluding special Vietnam.___________..__. (48,597)|(47,531)|(50,400)| (54,074)
Military assistance._ ... ____._________________________ 968 | 1,000 800 596
Atomic energy. .. 2,403 | 2,270 | 2,330 2,493
Defense-related activities:
Stockpiling of strategic and critical materials_._______. 16 20 20 18
Expansion of defense production______________._...__ —-152 —93 =32 |
Selective Service System.. . - - oo ooooooooceoooo. 54 60 58 57
Emergency preparedness activities___________________ 20 14 11 12
Subtotal, administrative budget ... _______________ 57,718 | 70,222 | 75,487 | 177,851
Sublotal, administrative budgel, excluding special
Vietnam.._____ o eaae (51,906)((50,803)|(53,587)} (57,251)
Trast Fands:
Military assistance. _ . ..o o ooooooo oo 7511 1,115 1,363 1,697
Other. . e 9 23 8 8
Subtotal, trust funds_ ... .. . _______.____ 760 1 1,138 | 1,370 | 11,705
Intragovernmental transactions and other adjustments
(deduct) . - oo 14 35 29
L 58,464 | 71,325 | 76,828
Total, excluding special Vietnam__._.________.___.__ (52,652)((51,906)(54,928)

1 Compares with new obligational authonty for 1966 and 1967, as follows:
Administrative budget funds: 6, $67,364 million; 1967 $75,108 million.
Trust funds: 1966, $1,402 mllllon 1967 $2 346 million,
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are now less pronounced than previously. Barring unforeseen devel-
opments in Vietnam or elsewhere in the world, the 1968 budget should
be adequate to support operations for the entire year and to assure
the availability of critical long lead-time items until fiscal year 1969
funds are provided.

The extent to which the conflict in Vietnam has influenced the
Defense budget over the past few years is indicated in the table below.
Although our ability to conduct military operations in Southeast
Asia is underpinned by the entire defense budget, the data shown in
the table represent the costs which are clearly attributable to special
efforts in that area and in excess of what might have been the defense
budgets for the years shown in the absence of the Vietnam conflict.

ESTIMATED NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES FOR
SPECIAL SUPPORT OF VIETNAM OPERATIONS

[In millions]

New Expenditures

Fiscal year ¥ obligational ; Expendituresi| excluding

authority ’ Vietnam
1965 - e e $700 $103 $46, 070
1966. - - - e 14,946 5,812 48,597
1967 e 21,969 19,419 47,531
1968. e 20,600 21,900 50,400

The scope of our activities in Vietnam is reflected also in' our
military forces committed in that nation’s defense.

TOTAL MILITARY PERSONNEL AND DEPLOYMENTS TO SOUTHEAST ASIA

[In thousands)

Total Military
Date military personnel in
personnel Southeast
Asia

June 30, 1964 el 2, 685 21
June 30, 1965 i 2,653 103
June 30,1966 ... 3,092 322
December 31, 1966, estimate_ .. .o oo ... 3,329 455

In addition to fulfilling our commitments in Vietnam, funds pro-
vided in the 1968 budget will be ample to (1) maintain our commanding
superiority in strategic forces, (2) provide further increases in the
firepower and mobility of conventional war forces, and (3) forge ahead
in research and development programs for weapons and other military
systems needed to ensure our continued superiority in the future.
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The Defense budget program is summarized in the table below in
terms of total obligational authority. This financial measure includes
the new obligational authority enacted each year by the Congress,
plus the obligation authority granted in earlier years which is not
required for the original purpose. The program concept, introduced
into defense planning in 1961, reflects the grouping of all forces accord-
ing to major military mission regardless of military service.

The table on the following page shows, on a selected basis, the force
structure to be supported.

SUMMARY OF THE DEPARTMENT OF DEFENSE BUDGET PROGRAM

[Fiscal years. In billions]

Total obligational authority
Major military programs
1966 1967 1968
actual estimate | estimate
Strategic forces_ . $6.8 $7.1 $8.1
General purpose forces ... .. .o 29.5 34.3 34.4
Specialized activities_____.________________._____.._._______ 4.7 4.9 5.3
Airlift and sealift forces____ ... ________________._.__.____. 1.7 1.5 1.6
National Guard and reserve forces. ____________________._._.. 2.3 2.6 2.8
Research and development. .. _____ ... ___. 5.3 5.4 5.8
Logistics. o e ee 5.3 6.3 6.0
Personnel support___ . 7.2 8.2 8.9
Administration. . ... oo 2.6 3.0 3.1
Subtotal .. 65.4 73.3 76.0
Adjustment for retired pay accrual . __________________________ —.1 —-.3 -2
Total obligational authority____________.___....______. 65.3 73.1 75.8
Of which:
New obligational authority__...______ . . . . ......____._. 63.9 72.0 74.7
Prior year funds_ . _ oo 1.4 1.1 1.1

Strategic forces.—The first purpose of our strategic forces is to deter
military aggression against this Nation and its allies. Our forces
meet this objective by being able to withstand a surprise attack and
still inflict unacceptable damage on any aggressor or combination of
2gEressors.

Should this deterrence fail, and an attack be launched against us, our
combined strategic offensive and defensive forces have the additional
function of limiting damage to ourselves and our allies by (1) striking
the aggressor’s remaining offensive forces, and (2) reducing the im-
pact of the attack through warning, interception, and civil defense
programs.
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SUMMARY OF ACTIVE FORCES

Estimated
Actual,
Description June 30,
1966 June 30, | June 30,
1967 1968
Military personnel (in thousands): .
Army._ i 1,199 1,454 1,520
Navy. . 745 753 762
Marine Corps_ . ... .. 262 281 295
Air Force_ ... 886 899 887
Total, Department of Defense_.._____.____ ___________ 3,092 3,387 3,464
Selected military forces:
Strategic forces:
Intercontinental ballistic missiles (squadrons):
Minuteman_ . __ .. ... 17 20 20
Titan. e 6 6 6
Polaris submarines/missiles (in commission) _______________ 37/592 417656 | 41/656
Strategic bombers (wings):
B-52 13 12 1
B-58 . et 2 2 2
Manned fighter interceptor squadrons. . _____..___________ 33 30 26
Interceptor missile squadrons (Bomarc) .. _.........____.. 6 6 6
Army air defense missile battalions__ .. _.____.___..______ 18 18 18
General purpose forces:
Army divisions. __________ .. 17 17 17
Army maneuver battalions__.__________.____.___________ 191 198 198
Army aviation units_______________ . . ____ 160 193 218
Army special forces groups. .. _____ ... __ 7 7 7
Warships (in commission):
Attack carriers. . ______________.._._____.__________ 15 15 15
Antisubmarine warfare (ASW) carriers.________________ 8 8 8
Nuclear attack submarines ... ________________________ 22 32 44
Other_ e 328 323 303
Amphibious assault ships (in commission) _____._.________ 159 157 | 158
Carrier air groups (attackand ASW) ___________._ .. ___. 27 27 27
Marine Corps divisions/aircraft wings_____________________ 4/3 4/3 4/3
Air Force tactical forces squadrons. _____.______...___.___ 130 | 136 135
Airlift and sealift forces: '
Airlift aircraft (squadrons):
C-130 through C-141 . ___ .. 42 44 45
C-124 e 16 12 8
Troopships, cargo ships, and tankers__ ___..______________ 121 124 124
Addenda:
Active aircraft inventory (all programs):
Army . e 8,098 9,528 | 11,578
Navy e 8,260 8,552 8,878
Air Force_ e a.. 14,196 14,230 | 14,012
Helicopters included intotal ______.___ ... ____________ (7,317)| (8,932){ (11,132)
Commissioned ships in fleet (all programs) ____.____.______ 909 941 938
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Present and planned strategic forces are clearly adequate to meet the
deterrence objective. The ability of these forces to limit damage to
our Nation and to our allies is also significant. Should it be required
by a change in the potential threat, we are capable of adjusting our
plans and forces quickly.

Our strategic offensive forces at the end of the current fiscal year
will include more than 1,050 land-based and 512 submarine-deployed
missiles, and 600 strategic bombers. Our defensive forces will include
30 interceptor aircraft squadrons, 6 Bomarc interceptor missile
squadrons and 18 air defense missile battalions plus necessary warning
and control systems.

Improvements in these forces are made on a continuing basis. In
the 1967 budget, we began procuring the FB-111 strategic bomber.
The 1968 budget provides for further procurement of this aircraft.
The major improvements proposed in this budget include:

¢ Continued intensive development of Nike-X, but no -action
now to deploy an anti-ballistic missile (ABM) defense. Discussions
will be initiated with the Soviet Union on limiting ABM deploy-
ments., If these discussions prove unsuccessful, our deployment
decision will be reconsidered. To provide for actions that may be
required at that time, approximately $375 million has been included
for the production of Nike-X for such purposes as defense of our
offensive weapon systems.

¢ Procurement of long leadtime items for the new Poseidon missile,
which will replace the Polaris missile on most of our submarines
in the future. With far better payload than the Polaris, the
Poseidon is designed to increase significantly our ability to pene-
trate an aggressor’s defenses. The conversion of Polaris sub-
marines to carry the new Poseidon will be started this year.

¢ Improvement of the penetration and payload capacities of our

current Minuteman missiles, and the procurement of Minuteman
ITI missiles.

¢ Installation of additional command and control capability in our

air-defense system to increase its power to function even when
under attack.

In order to prepare for new threats which may arise in the future,
we will continue a vigorous research and development |program for
our strategic forces including:

e More advanced strategic missiles, re-entry vehicles and penetra-

tion aids.

o Further development work on an advanced strategic bomber.

* New concepts in warning and control equipment, and continued
development effort on a new interceptor aircraft.
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The planned retirement of older bombers will continue in view of
the growing strength of our missile force, and the introduction of the
new FB-111. We will also continue to phase out older interceptor
aircraft.

Total obligational authority required for these forces in 1968 is
estimated at $8.1 billion, compared with $7.1 billion for 1967.

General purpose forces—The nature of these forces is determined
primarily by the non-nuclear threats which we face. Because we
must be prepared to counter various types of aggression, our modern
conventional forces must be diversified. They must be sufficiently
strong and flexible to defend our vital interests by meeting the threat
of large-scale conventional conflict, and by providing appropriate
responses to more limited forms of aggression.

Total obligational authority for these forces in 1968 is estimated
at $34.4 billion, about the same as in 1967,

The 1968 program will provide for the full replenishment of muni-
tions, supplies, and materiel consumed in Southeast Asia at currently
projected rates even if the conflict continues beyond the end of the
fiscal year. Moreover, our readiness for other contingencies will be
improved through additions to inventory and through maintenance
of high production levels.

In 1968 further increases will be made in the combat capabilities of
our land forces. Substantial increases will be made in Army and
Marine Corps helicopter forces to improve mobility and enhance the
effectiveness of assault forces. We will continue to procure large
numbers of helicopters, including the Iroquois utility transport, the
CH-54 heavy-lift transport, the Cobra armed helicopter, and the
Pawnee observation craft. Army firepower will be enhanced signifi-
cantly by the introduction of the TOW anti-tank missile, and by con-
tinued purchases of the tank-mounted Shillelagh and surface-to-
surface Lance missiles,

Navy general purpose forces also will be improved further in 1968.
The budget provides for construction of 27 new ships and conversion
of 17 others. Funds are included for the procurement of long lead-
time items for our third nuclear attack carrier. The effectiveness of
our amphibious forces will be improved through the procurement of
a newly-developed type of multipurpose amphibious assault ship.
One such ship possesses the troop, cargo, assault boat, and helicopter
base capabilities of four specialized ships.

Continued emphasis will be placed on defenses against submarine
and air attack with the procurement of 3 new nuclear-powered attack
submarines, 10 destroyer escorts, and 2 surface-to-air missile destroy-
ers. Mine warfare capabilities will be increased by the new construc-
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tion of 7 ocean minesweepers. The combat effectiveness of our present
attack carriers, anti-submarine carriers, and amphibious assault forces
will be increased by the construction of 3 replenishment and support
ships. The 1968 program also provides for the development of a
new concept for future destroyer construction. By emphasizing the
use of standard and interchangeable major components, new ships
can be adapted more readily to improved anti-air and anti-submarine
weapon systems.

The 1968 budget will also insure that the present superiority of
our tactical air forces will be maintained in the future. Additional
numbers of Air Force and Navy versions of the F—4 and A-7 tactical
aircraft, and of the Navy A-6 subsonic tactical bomber, will be
procured to replace aircraft lost in Southeast Asia and to continue
the modernization of tactical air forces. The budget also provides
for additional Air Force F-111A tactical aircraft and the initial
procurement of the Navy F-111B. Inventories of modern and
more effective air munitions will be increased. Tactical recon-
naissance forces will be improved by increased procurement of the
RF-4. For the Special Air Warfare Forces an armed version of the
T-37 trainer will be procured. The OV-10 will be bought for tac-
tical air control and observation missions.

Specialized activities.—Defense programs include a number of
centrally-directed activities which provide support for the combat-
related programs. Examples of these specialized activities include
command and communications systems, various intelligence functions,
security activities for protection of defense installations and informa-
tion, weather data collection, aerospace rescue and recovery, and
oceanography. .

Total obligational authority required for these functions in 1968
is estimated at $5.3 billion.

Airlift and sealift forces—The effectiveness of our sealift and air-
lift forces has been demonstrated convincingly in Southeast Asia
and the 1968 budget provides for another substantial increase in our
strategic mobility. This capability, which includes the pre-pcsitioning
of heavy equipment at strategic locations, is needed to enable us to
move combat-ready forces quickly to trouble spots throughout the
world and sustain them in combat. It reduces the need to station
forces at every potential front. In addition, rapid deployment of
strong forces in the initial stages of conflict can check the momentum
of an aggressor’s attack and reduce the duration and destructiveness
of combat. Total obligational authority for this program is estimated
at $1.6 billion in 1968, slightly more than in 1967.
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Additional procurement of the long-range C-5A transport aircraft
will enhance further our ability to counter new threats rapidly. This
aircraft should be able to do the work of four of our largest existing
transport, the C-141, in deploying typical Army units.

Our sealift forces will be improved by procurement of five fast
deployment logistics ships and the continued modification of Victory
ships. These modified ships will serve as forward floating depots for
overseas operations. The fast deployment logistics ship, which
complements the C-5A, promises substantial gains in capacity, speed,
and operating efficiency.

National Guard and reserve forces.—Present defense planning requires
highly trained reserve units which can be mobilized and deployed
quickly in an emergency. Intensive efforts are being made to improve
our ability to meet this requirement:

e Paid drill training strength will be maintained at a level of
660,000 for the Army, 126,000 for the Navy, 130,000 for the Air
Force, and 48,000 for the Marines.

¢ Selected reserve units of the Army and Air Force will be main-
tained at full strength, provided extensive training, and equipped
for combat.

e The Air National Guard will be provided with additional F-102
interceptor aircraft released from the active forces.

e Sufficient additional equipment and material will be stocked to
permit other reserve units to be brought to full strength and de-
ployed within a reasonably short period of time.

In addition, in the current fiscal year, active duty training of
Army reserve component enlistees will be accelerated to reduce the num-
ber of untrained reservists from about 133,000 at the end of fiscal year
1966 to about 13,000 at the end of fiscal year 1967.

Total obligational availability for our guard and reserve forces is
estimated to be $2.8 billion in 1968.

Research and development.—Research and development efforts are
reflected in two categories The cost of new systems, not yet ap-
proved for operational use, is included in this separate research and
development category. Development costs of systems approved for
procurement or already in operation are included in appropriate mis-
sion-oriented programs. The new Poseidon missile, for example, is
part of the strategic program.

Total obligational authority in 1968 is estimated at $5.8 billion,
an increase of $0.4 billion over 1967. Increases are primarily for
critical strategic systems and for those weapons systems necessary for
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anti-submarine warfare, tactical operations, electronic warfare, and
command and control.

Although development of limited war capabilities has been under-
way for some years, projects related to the conflict in Southeast Asia
are being given increasing emphasis. Such efforts, while often small
in dollar amount, are important in results. In fiscal year 1966, about
$375 million was devoted to projects potentially useful in Southeast
Asia. From these efforts, our forces now have or can expect improved
firepower in the form of air munitions and attack aircraft, better equip-
ment such as night vision devices and shallow-water patrol boats, and
improved protection for health and safety such as rescue helicopters,
mobile hospitals, and anti-malaria drugs. The level of these efforts in
1967 and 1968 is expected to exceed the 1966 level.

The space program of the Defense Department will increase in 1968
due primarily to progress on the Manned Orbiting Laboratory (MOL).
Other space programs of the Department include development of
satellite communications, and improved capabilities for navigation,
nuclear test detection, and early warning of missile launches.

Logistics.—This program includes the central supply and mainte-
nance activities of each of the Services, and the Defense Supply
Agency. Total obligational authority is estimated to be $6.0 billion
in 1968, reflecting expanded efforts in support of operations in South-
east Asia and increased troop strengths. The total would have been
larger, were it not for improvements in operations and the closing of
unnecessary installations.

Personnel support—Support for Armed Forces personnel includes
training, medical care, travel and transportation for permanent change
of station, family housing, payments to retired personnel, and other
related items.

The estimate for 1968 reflects the greater number of men who will
be on duty during that year. Pilot training is expected to increase
about 309, over 1967, to provide improved rotation schedules for
flying personnel. In addition, medical costs will increase with the
greater number of military personnel and dependents, and because
of the program enacted last year of expanded medical care for retirees
and dependents of active and retired personnel.

The budget also includes funds for the construction of family
housing, the maintenance of present units, and the rental of urgently-
needed additional units.

Administration.—This program covers the cost of departmental
headquarters, finance and accounting services, and certain adminis-
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trative services and construction support activities common to the
Department. It alsoincludes claims, contingencies, and miscellaneous
functions. These activities will amount to $3.1 billion in 1968. Also
included in this program, but separately administered, are certain
activities for the support of allies which were formerly financed under
the military assistance program.

Military assistance.—In 1950, the United States embarked on a
worldwide program to assist free nations whose own resources were
insufficient to maintain adequate military forces to deter overt
Communist aggression. Since then, the program has undergone
fundamental changes in both direction and level.

The more developed free nations, particularly in Europe, now
shoulder the major portion of their own defense burdens and con-
tribute to the assistance of less-developed nations. In other areas,
emphasis has shifted from providing conventional forces to counter
overt aggression to establishing adequate forces for internal security.
These changes have enabled us to reduce substantially the level of
military assistance.

New obligational authority has declined from a peak of $5.7 billion
in 1952 to $596 million recommended for 1968, while expenditures
will fall from a high of $4.0 billion in 1953 to an estimated $800 million
in 1968.

In fiscal year, 1966 the funding of military assistance to Vietnam
was transferred from the military assistance program to the regular
Defense budget. In 1968, the funding of military assistance to Laos
and Thailand, the U.S. share of NATO construction projects,
and certain international military headquarters, will similarly be
transferred.

Atomic energy activities.—Expenditures by the Atomic Energy
Commission in 1968 are estimated to be $2.3 billion, $60 million higher
than in 1967. An estimated decline in expenditures for procurement
of uranium concentrates and for production of special nuclear ma-
terials will be more than offset by increases in expenditures for the
nuclear weapons program and for the development of nuclear power
for civilian purposes.

The various activities in AEC’s program and the funds devoted to
them are shown in the table on the following page.

Nuclear materials—The procurement of raw uranium concentrates
will continue to decline in 1968, in accord with long-standing plans
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ATOMIC ENERGY COMMISSION PROGRAM

[Fiscal years. In millions]

Program 1966 1967 1968
actual estimate | estimate
Procurement and production of raw and special nuclear materials__ $607 $541 $503
Military applications_ . . .. __ 851 851 914
Space applications _ . . .. .. 165 152 131
Central station nuclear power development. ... ... __._____ "z 140 253
Other civilian applications. ______.______________._____._____ 25 34 38
Basicresearch . ... .. 413 452 432
Nuclear science and technology support___ .. ____._________. 140 146 152
General support _ . _ e 116 128 122
Total program funding... ... _____________.. 2,434 2,444 2,545
Carryover funds and other adjustments.._....____..____._____ —68 —245 —52
New obligational authority...._ .. .. .. ... __. 2,366 2,19 2,493

and arrangements with suppliers. Because of a reduced demand for
plutonium for military purposes, one of the 10 production reactors
now operating will be shut down in fiscal year 1968.

Military applications.—The military applications of atomic energy
comprise primarily the weapons program and the naval reactor de-
velopment program. Increased costs will be incurred in 1968 to pre-

pare for and conduct underground nuclear tests in central Nevada and
Alaska.

Central station nuclear power development.—The program to develop
advanced designs of nuclear powerplants for civilian purposes will
emphasize the fast breeder reactor program in 1968, a technology
which promises to produce more fissionable nuclear fuel than is con-
sumed in the process of producing power. Construction of a fast flux
test facility for the fast breeder program will begin in 1968 at an esti-
mated total cost of $87.5 million.

Basic research.—The extensive program of basic research in the
physical and biomedical sciences will be marked in 1968 by initiation
of definitive design of a 200 billion electron volt (Bev) circular proton
accelerator. The total cost of this accelerator facility, excluding
the cost of supporting equipment, is estimated at about $240 million.
Operating in a manner similar to a cyclotron, the machine will
accelerate protons to energy levels higher than can be achieved by
any accelerator now in existence or under construction. By observing
the behavior of the fragments produced by collisions between these
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protons and target materials, scientists hope to gain new insights into
the basic structure of matter. The facility will be located near
Chicago, Illinois.

AEC will also intensify its exploration into the controlled thermo-
nuclear fusion reaction, with the objective of ultimately developing
means of generating electric power from this reaction. Decisions
have not yet been reached on the construction of two AEC research
facilities, a medium-energy high intensity meson facility and a facility
for investigating controlled thermonuclear reaction. The overall
budget totals provide for the possibility of affirmative decisions on
these items.

Defense-related activities,.—The combined expenditures of the
various defense-related functions of agencies other than the Depart-
ment of Defense and the Atomic Energy Commission are estimated
to increase by $55 million in 1968.

INTERNATIONAL AFFAIRS AND FINANCE

United States leadership in the world community requires that our
international policies and programs be responsive to political and
economic change. In a world of awesome military power, made
ever smaller by advances in transportation and communication, our
efforts to promote world peace and prosperity are essential to the
security and welfare of America.

Economic and social progress in the less-developed areas of the
world is a major goal of our foreign policy. However, our economic
aid can provide only a small part of the development resources
required for this enormous task. The major effort must come from
the countries themselves and our aid must increasingly support and be
conditioned on these self-help efforts. To this end, new foreign
assistance legislation will be proposed which will tie our aid more
closely to the adoption of effective self-help measures by the recipient
nations, particularly in the key sectors of agriculture, health, and
education.

At the same time, we will encourage increased contributions by
other nations and agencies to the development effort, and will seek
to integrate our aid programs more closely with theirs. In 1968,
about 909, of our development lending (including Alliance for Prog-
ress loans) will be coordinated with the efforts of the other developed
nations through consortia and other such multilateral arrangements.

With the elimination of the large U.S. food surpluses, the Food for
Freedom program will aim at greatly increasing food production in
the developing nations and more effectively utilizing our agricultural
resources in the global War on Hunger.
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INTERNATIONAL AFFAIRS AND FINANCE

[Fiscal years. In millions]

Payments to the Recom-
public mended
Program or agency new obli-
: gational

1966 1967 1968 | authorit
actual | estimate | estimate | for 196

Administrative Budget Fands:
Conduct of foreign affairs:

Department of State_______.__________.____________ $301 $320 $332 $333
U.S. Arms Control and Disarmament Agency.__....__ 9 9 9 10
Tariff Commission__.__________________________.._._ 3 4 4 4
Foreign Claims Settlement Commission______________ 2 2 1 I

Economic and financial programs:
Agency for International Development:

Development loans. . ... _ . ... .o .o___. 677 710 695 774
Technical cooperation___.__ ... ..o . 224 196 212 243
Alliance for Progress_______ ... ... ... ....__. 459 593 588 543
Supporting assistance.. .. ... . _______._. 500 604 680 720
Contingencies and other_____.._.._....__..._____. 280 313 255 251

Subtotal, Agency for International Development__| 2,141 | 2,415 | 2,430 2,530
Subtotal, Agency for International Development, ex-

cluding special Vietnam._ . ... _____.____ (1,859)| (1,882)( (1,884)( (1,980}
International financial institutions___________________|.______. —336 212 104
Peace Corps. . oo ool 94 100 12 124
Export-Import Bank________ ... ... —385 128 —365 |_________
Other_ e eeeeeaemee 14 15 15 13

Food for Freedom_____ ... ... _________ 1,784 | 1,710 { 1,799 1,772
Foreign information and exchange activities:
United States Information Agency_._________________ 167 184 192 194
Department of State.. ... .o oo 61 58 56 55
Subtotal, administrative budget.__.._._._._____. 4,191 | 4,608 | 4,797 | 15,142
Subtotal, administrative budget, excluding special
Vietnam_ ..« (3,909)| (4,075)] (4,251)| (4,592)
Trust Fands e 171 m 229 145

Intragovernmental transactions and adjustment for net
cash issuances or withdrawals by international financial

institutions (deduct). ... . . ... =101 | —545 38
Total . ieaee 4,463 | 5,264 [ 4,988
Total, excluding special Vietnam_________________ (4,181)| (4,731)| (4,442)

1 Compares with new obligational authority for 1966 and 1967, as follows:
Administrative budget funds: 1966, $5,517 million; 1967, $4,794 million.
Trust funds: 1966, $158 million; 1967, $14 million.

Total payments for international affairs and finance are expected
to be $5.0 billion in 1968, $276 million less than in 1967. The esti-
mated decrease is primarily the result of higher loan repayments and
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sales of certificates of participation in loans of the Export-Import
Bank.

Agency for International Development.—The budget provides
for only the highest priority objectives and reflects a continuing effort
to increase the effectiveness and efficiency of our assistance programs.
In the year ahead, these programs will require greater assurance and
evidence from the developing nations that they are taking the difficult
steps necessary to stimulate and sustain economic growth and social
progress. This emphasis will further strengthen the substantial efforts
which are being made by many countries themselves to remove tradi-
tional and deeply entrenched barriers to development.

Total expenditures of the Agency for International Development
are estimated at $2.4 billion in 1968, about the same as in 1967.

The AID budget program is summarized in the table below in
terms of total obligational authority. This includes primarily new
obligational authority granted each year by the Congress, plus the
obligational authority granted in earlier years which is not required to
complete prior year programs.

The regional amounts shown summarize mainly the individual
country programs which are the basic AID programing units. The
AID program level for 1968 is estimated at $2.7 billion, the same as
the effective program level for 1967, which is $2.4 billion plus $320
million of 1966 funds available for 1967 programs because aid to
India and Pakistan was suspended during the Kashmir crisis.

SUMMARY OF THE AID BUDGET PROGRAM

[Fiscal years. In millions)

Total obligational authority

Major assistance programs 1966 1967 1968

actual esti- esti-

mate mate
Far East (excluding Vietnam)_______________________________ $264 $266 $262
Vietnam. . _ . 591 525 550
Near East and South Asia_____________________.___________. 1664 1516 758
Africa. o ieeen. 176 199 195
Alliance for Progress (Latin America) _______________.._._______ 693 609 624
Contribution to international organizations_.____.___._____... 138 148 141
Contingency fund (unallocated) _.____________________.____ [ ________ ‘. _________ 60
General support_ . __ . 140 140 157
Total obligational authority___._______________________ 2,666 2,403 2,747

Of which:

New obligational authority________________________________ 2,463 2,143 2,530
Prior year and other funds_.______________________________ 203 259 217

1 $320 million of funds shown in the 1966 program were available to support 1967 programs in
India and Pakistan because aid to those countries was suspended during the Kashmir crisis.
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Continued attention will be given to minimizing the effect of assist-
ance programs on the U.S. balance of payments. More than 859,
of AID expenditures in 1968 will be for purchases of U.S. goods and
services, compared with 429, in 1960. Moreover, the foreign aid
program promotes the long-term growth of U.S. exports by stimu-
lating new trade patterns and opportunities.

Far East (excluding Vietnam).—AID provides loan and grant
assistance to six countries in the Far East to help them mobilize
resources for economic and social development and to preserve politi-
cal stability, often in a hostile environment. Over 409, of the $262
million total obligational authority estimated for this region in 1968 is
for supporting assistance which helps to maintain security and
stability in these countries but also contributes directly to growth
and development.

Vietnam.—Total obligational authority estimated for Vietnam in
1968 is $550 million, $25 million above 1967. Two important ob-
jectives of our economic assistance programs in South Vietnam are
to assist the government of that country to combat inflation and
improve economic and social conditions in the countryside. The
1968 program focuses on projects to help the people of South Vietnam
to build in safety their farms, schools, hospitals, water systems, and
other institutions and resources. Continued improvement of the
economic situation in 1968 is expected to permit increased emphasis
on building the foundations for long-range development.

Near East and South Asia.—The United States will provide de-
velopment assistance to 10 nations in this region in 1968, mostly in
the form of long-term development loans, repayable in dollars. De-
spite the apparent increase from 1967 to 1968, the effective program
level will decrease slightly between the two years because of the
India-Pakistan financing adjustment described above. Over 909, of
the $758 million total obligational authority estimated for 1968 will
be concentrated in the three most populous nations—India, Pakistan,
and Turkey. American assistance programs in these countries are
directly integrated into overall plans involving the World Bank, the
International Development Association, the International Monetary
Fund, United Nations agencies, and other donor countries. Pro-
grams to increase agricultural production will be expanded.

Africa.—In 1968, greater effectiveness will be achieved in U.S.
assistance to Africa through increasing multilateral coordination
and emphasis on regional programs. Total obligational authority
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Agency for International Development—-Program Trends

Latin America

International Organizations:

in 1968 is estimated at $195 million, about the same as in 1967. In
1968, most of our assistance will be concentrated in regional projects
and countries which now have the best prospects for economic
development.

Alliance for Progress.—This program is a cooperative, long-term
effort among the nations of the Americas to promote economic and
social reform and development. U.S. participation consists largely of
development loans and technical assistance, which supplement the
self-help efforts of the recipients. Total obligational authority for
the Alliance for Progress in 1968 is estimated at $624 million, an
increase of $15 million above 1967. Increased emphasis will be given
to programs in the agriculture and education sectors. Further
measures will be considered in light of the review of Alliance policies
and programs scheduled to be undertaken by the American Presidents
at & summit meeting in the near future.

Other economic and financial programs.—The 1968 budget
provides for the payment of $104 million as the final installment of the
3-year, $312 million increase authorized in 1964 in the U.S. subscrip-
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tion to the International Development Association (IDA), an affiliate
of the World Bank. This contribution will be matched by contri-
butions of $146 million from other developed countries.

The net receipts anticipated in 1967 for international financial
institutions primarily reflect a reduction in the holdings of U.S.
non-interest-bearing notes by the International Monetary Fund
(IMF). These maturing securities, which were counted as expendi-
tures when issued, have been exchanged for letters of credit, under
which expenditures are only recorded when funds are actually dis-
bursed. ’

Both the IDA and the Inter-American Development Bank (IDB)
have been highly effective in providing greatly needed financial re-
sources to less-developed countries. In 1968, legislation will be sought
to permit us to join other members in a further contribution to the
IDB’s Fund for Special Operations. Upon successful completion of

-negotiations between the IDA and donor nations, legislation will
also be sought to authorize an additional contribution to IDA.

The Export-Import Bank will continue its efforts to expand U.S.
exports through its direct loan and insurance and guarantee programs.
In 1968, proceeds from increased loan repayments and from the sale of
$1 billion of certificates of participation are expected to produce $365
million of net budget receipts for the Bank compared with net budget
expenditures of $128 million in 1967. Legislation will be proposed to
extend the life of the Bank and to increase the statutory limitations
on lending authority and outstanding guarantees and insurance.

The Peace Corps will continue to grow as our schools and colleges
graduate more young people willing to serve overseas. Peace Corps
volunteers are expected to be active in 60 countries in 1968. By
August 1968 there will be 19,240 volunteers in training and service,
nearly double the number in 1964. Equally important, Peace Corps
programs will place greater emphasis on the critical areas of agriculture
and community development.

In 1968 the Peace Corps program will:

o Assist over 400,000 farmers to enlarge food supplies;

¢ Teach over 700,000 school children and help train 55,000 teachers;
¢ Provide health services to more than 200,000 persons;

¢ Assist more than 75,000 persons by helping to establish credit
unions, co-ops, small business counseling services, and savings
and loan associations.

Food for Freedom.—The 1966 amendments to the Agricultural
Trade Development and Assistance Act of 1954 (often referred to as
Public Law 480) provide for several major new directions in the pro-
grams providing food assistance abroad.
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These new provisions are incorporated in the proposed 1968 Food
for Freedom program included in this:budget:

(1) The Secretary of Agriculture is no longer restricted to the
“surplus” concept in determining commodities to be available.

(2) Self-help activities on the part of the recipient countries are
emphasized.

(3) Sales agreements will increasingly stress payment in dollars or
local currency convertible to dollars.

(4) Food aid and economic assistance to agriculture in the develop-
ing countries will be closely linked in the War on Hunger.

Although joint efforts to increase food production in the developing
countries will be greatly stepped up by 1968, these measures cannot
be expected to offset in the short run increased demand resulting from
population and income growth. Accordingly, increased shipments of
U.S. agricultural commodities will help fill the gap. Expenditures
will rise by an estimated $89 million over 1967 to a total of $1.8 billion
in 1968. Over two-thirds of total Food for Freedom expenditures
will be for sales for foreign currencies or for dollar credit; the remainder
will be for an expanded donation program partly through private
voluntary agencies.

Foreign information and exchange activities.—Expenditures
in fiscal year 1968 for the educational and cultural exchange activities
of the Department of State are estimated at $56 inillion. A new pro-
gram, being tried on a pilot basis, will enable about 100 volunteers
from overseas to participate in community and educational develop-
ment projects in the Wnited States.

United States Information Agency activities will increase in South-
east Asia and Latin America, partly through reallocation of resources.
New obligational authority is included to operate a new radio facility
for Southeast Asia and to complete the construction of a large new
transmitting facility in Greece.

SPACE RESEARCH AND TECHNOLOGY

The primary objectives of the National Aeronautics and Space
Administration programs are to extend our ability to operate in
space and to use that capability for the benefit of mankind. The
achievement of the manned lunar landing by 1970 will demonstrate
clearly our position as a leading space-faring nation. This budget
marks the beginning of a new manned space flight program which will
extend our space capabilities even beyond the manned lunar landing.
It is aimed at exploring the moon and at using manned space vehicles
to conduet a variety of scientific and engineering experiments in space.

New obligational authority of $5,050 million is recommended for
fiscal year 1968, an increase of $82 million over 1967. This amount
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will be supplemented by a carryover of $60 million in funds appro-
priated for 1967, thus providing a total of $5,110 million available for
1968. Expenditures in 1968 are estimated at $5.3 billion, a decrease
of about $300 million from 1967, because the major systems required
for the manned lunar landing are progressing beyond the most costly
phase of the development cycle.

SPACE RESEARCH AND TECHNOLOGY

[Fiscal years. In millions)

Payments to the Recom-
public mended
Program new obli-
gational
1966 1967 1968 | authorit,
actual | estimate | estimate | for 196
Administrative Badget Funds:
Manned space flight:
Manned lunar landing__ ... .. . _..._____ $4,196 | $3,750 | $3,200 $2,917
Extended manned flight___________.__.__.___...____ 14 75 375 459
Space science and applications. ... ... ... __ 778 770 740 764
Space technology ... ______ . ___ 435 450 440 424
Aircraft technology ... oo oo oL 75 9% 110 120
Supporting activities_._______________________________ 435 460 435 367
Subtotal, administrative budget_ ... ___________ 5,933 | 5,600 | 5,300 | 15,050
Trust Fands - - - . 1 * 2 12
Total oo e 5,933 | 5.600 | 5,302

*Less than one-half million dollars.

1 Compares with new obligational authority for 1966 and 1967, as follows:
Administrative budget funds: 1966, $5,175 million; 1967, $4,968 million.
Trust funds: 1966, g2| thousand; 1967, $1 million.

Manned space flight.—In preparation for the manned lunar
landing, earth orbital flight tests of the manned Apollo spacecraft
using the Uprated Saturn I launch vehicle will begin during fiscal year
1967. First flight tests of the large Saturn V launch vehicle will occur
near the end of fiscal year 1967. The first manned flights on the
Saturn V are planned before the end of fiscal year 1968. Funds
provided for manned space flight activities in 1968 are adequate
to meet the scheduled milestones unless unanticipated setbacks occur.

In fiscal year 1968, a new manned space program will be started
to further advance man’s ability to operate in space and to conduct
scientific experiments. Launch vehicles and spacecraft developed
for the manned lunar landing mission will be used with specially
designed experiments in the early portion of this program. In later
flights, improved spacecraft systems will be used. Manned flights
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in earth orbit of up to 1 year’s duration are planned, using a mul-
tiple rendezvous technique and re-using empty rocket tanks and other
systems left in orbit. Manned exploration missions of up to 14 days
on the surface of the moon are planned to follow the initial manned
landings. Because of the long lead-times inherent in space activities,
this program must be initiated now to maintain continuity in our
manned space flight program after the manned lunar landing.

Space science and applications.—In further preparation for
. the first manned lunar landing, unmanned exploration of the moon will
continue in fiscal year 1968. A total of seven Surveyor and five
Orbiter spacecraft will be used in this activity. The development
of the Voyager system for unmanned exploration of the near plan-
ets, Mars and Venus, will require a total of $72 million of new
obligational authority in 1968, an increase of $61 million over 1967.
New obligational authority of $10 million is requested for 1968 to
initiate development of Mariner spacecraft to take direct measure-
ments of the atmosphere of Mars in 1971, 2 years before the first
Voyager mission. Exploration by unmanned spacecraft in earth
orbit will be continued in 1968. Improvements in space communi-
cations and weather prediction technology will also be pursued,
using Applications Technology Satellites and Nimbus weather
observatories.
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AGRICULTURE AND AGRICULTURAL RESOURCES

Payments to the public for agriculture and agricultural resources
are estimated at $4.1 billion in 1968, $27 million less than in 1967.
A large part of these outlays will be for supporting farm income
through annual commodity programs which benefit the Natlon
commercial farmers.

Today, the situation with respect to stocks of agricultural com-
modities is considerably different than in previous years. Except for
cotton and tobacco, surplus stocks are gone. Wheat and feed-grain
stocks are now below levels considered desirable, taking into account
long-run domestic and foreign requirements.

Because of the decline in stocks, the Secretary of Agriculture has
eased acreage restrictions on wheat and feed grains, while mindful of
the need to avoid the burden of excessive surpluses. The aim is to
achieve a level of reserves which will provide a buffer against
unexpected swings in production or use.

The decline in commodity stocks has important implications for both
the Food for Freedom program abroad and farm commodity programs
at home. Most significantly, it means that both domestic and
foreign food assistance programs will be supplied from current farm
production rather than partly from surplus stocks. The National
Advisory Commission on Food and Fiber, whose report is expected to
be completed by mid-1967, is examining our agricultural and related
foreign trade policies in the light of changing economic conditions.

To provide leadership in another major problem area—the plight of
the low-income rural population—the Secretary of Agriculture is seek-
ing to identify ways to upgrade the quality of living in rural America.
Nearly half of the Nation’s poor are in rural areas. The Department
will help coordinate existing programs of the various Federal depart-
ments and agencies and promote cooperation in achieving consistent
policies and practices to improve conditions in rural communities.
A comprehensive study and appraisal is currently underway to help
in formulating additional approaches to deal with the problems facing
the rural poor.

Farm income stabilization.—Expenditures for price support and
related programs of the Commodity Credit Corporation in 1968 will
remain at about the 1967 level. However, within the total for these
programs sizable increases and decreases are expected. A substantial
increase is estimated to result from a decline in commodity sales.
This increase will be largely offset by (1) reduced payments to farmers
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AGRICULTURE AND AGRICULTURAL RESOURCES

[Fiscal years. In millions]

Payments to the Recom-
public mended
Program or agency new obli-
gational
1966 1967 1968 | authorit
actual | estimate | estimate | for 196
Administrative Budget Funds:
Farm income stabilization:
Price support and related programs__________________ $1,345 | $1,725 | $1,750 $1,400
Conservation reserve, cropland conversion, and crop-
land adjustment programs________________________ 159 207 220 215
National Wool Act. .. . . ... 38 40 45 40
Transfer of commodities to supplemental stockpile_____ 26 33 27 24
Removal of surplus agricultural commodities_.________ 118 146 175 202
Sugar Act. ... 88 88 90 86
Other ... 152 129 160 164
Subtotal, farm income stabilization________________ 1,925 | 2,368 | 2,467 2,131
Financing rural electrification and rural telephones:
Present programs_.______.______________.__________ 373 452 520 447
Proposed legislation for REA financing___._._________| ... ___ —194 | -201 -39
Agricultural land and water resources:
Soil Conservation Service—conservation operations. __ _ 109 12 114 114
Agricultural conservation program payments (includ-
ing CCC loans) - - oo oo ... 208 228 226 100
Other. .. 30 39 41 30
Financing farming and rural housing:
Farmers Home Administration..__.________________. 168 | —523 | -577 94
Farm Credit Administration____________.___________ -7 —8 —7 |
Research and other agricultural services:
Present programs_._ . _______ .. _._________._._._._ 503 560 603 593
Proposed legislation for inspection fees_ ... _____| ... |._______ —12 —13
Subtotal, administrative budget___________________ 3,307 | 3,035 | 3,173 13,096
Trast Funds (mainly federally sponsored farm credit insti-
[ T 1L151 | 1,382 1,224 132
Intragovernmental transactions and other adjustments
(deduct) - oo ool 344 314 321
Total el 4,114 | 4,103 | 4,076

I Compares with new obligational authority for 1966 and 1967, as follows:
Administrative budget funds: 1966, $5,037 million; 1967, $5,086 million.
Trust funds: 1966, $30 million; 1967, $31 million.

250-000 0—67——7
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for diverting farm acreage and (2) reduced expenditures for price
support loans because of anticipated larger holdings of such loans by
private banks.

Under the cropland adjustment program, approximately 2 million
additional acres are being retired this year through long-term con-
tracts. At least one-quarter of this retired land is being developed for
a variety of recreational uses. By providing a source of income, the
program permits some farm operators with inadequate resources to
shift to new occupations.

Financing rural electrification and rural telephones.—Ex-
penditures of the Rural Electrification Administration are estimated
to rise by $68 million between 1967 and 1968, in response to the grow-
ing demand for electric power and improved telephone service in
rural areas. Legislation is being proposed which would establish
revolving funds and authorize the creation of two cooperative banks
to help finance REA electric and telephone loan programs. Under
the legislative proposal, estimated collections of $194 million in 1967
and $201 million in 1968 will be available to help finance new loans.
Early enactment of this legislative proposal would represent a major
step toward meeting the growing capital needs of REA borrowers,
while minimizing the budgetary impact of the programs.

Agricultural land and water resources.—Expenditures of $114
million in 1968 for conservation operations will provide additional
technical assistance to farmers applying conservation practices, and
will permit accelerated completion and publication of soil surveys in
critical areas. Increased expenditures for resource conservation and
development areas will permit assistance for planning 15 new pilot
projects, with work to start on 8 of these projects in fiscal year 1968.
In addition, work will continue on the 26 previously authorized
projects. This program is designed to help local communities plan
and implement projects which promote economic growth through the
orderly improvement, conservation, and utilization of natural
resources.

Expenditures of $226 million in 1968 for the agricultural con-
servation program stem from the authorization enacted by Congress
for the 1967 program year. For the 1968 program year, new obli-
gational authority of $100 million is recommended. This amount
will permit cost-sharing with farmers on a substantial number of
needed conservation practices they would otherwise not adopt.
Expenditures are estimated at $17 million in 1968 for the Great Plains
conservation program which promotes conservation practices through
long-term cost-sharing contracts.
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Financing farming and rural housing.—The Farmers Home
Administration provides financial assistance for housing construction
and for meeting the special credit needs associated with farming
and rural community development. Increasing emphasis is being
placed on improving and developing community services. Grants
and loans are made for planning and constructing waste disposal
facilities as well as for water purification and distribution facilities.

In 1968, the Farmers Home Administration will insure or make an
estimated $1.5 billion in loans, an increase of $203 million over 1967.
Repayments together with participation sales of $600 million in 1967
and $800 million in 1968 will substantially exceed expenditures.

The following table shows the direct and insured loan program levels
classified according to two major program categories—aiding people
and aiding communities. Almost half of the loans are aimed at the im-
provement of farm income. But the largest increases in loan com-
mitments in 1968 will be $100 million for improvement of housing
for farm and nonfarm borrowers with low to moderate incomes and
$44 million for soil, water, and sewer loans.

FARMERS HOME ADMINISTRATION

Direct and Insured Loan Commitments !

[Fiscal years, In millions]

Program elements 1966 1967 1968
actual estimate | estimate
Aiding people:
Improvement of income:
Farm ownershiploans_ ___________________ ... _____._ $233 $205 $205
Farm operatingloans___.___________________.___.______. 275 275 300
Emergencyloans_ ... . _________. 100 64 64
Soil and water loans_..___________ .. . ... 24 33 27
Improvement of housing:
Farm labor housing loans______________.________________ 3 10 15
Loans to individuals with above moderate income__________ 42 26 51
Loans to individuals with low to moderate income_________ 201 304 404
Loans for theelderly. ... _______ . __________ 15 5 5
Rental housing loans_ _________________________ __.______ 4 20 30
Aiding communities:

Utilities and public facilities: Soil, water, and sewer loans2___. 128 309 353
Gen eral support: Rural renewalloans____.___.__.__._______ 1 1 2
Total loan commitments_ __________________.______..___ 1,027 1,252 1,455

Direct- - (476) (452) (490)

Insured ... (550) (800) (965)

! Represent obligations of direct loans and approvals of insured loans.
2 Includes recreation facilities.
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Research and other agricultural services.—Expenditures for
research and other agricultural services are estimated to increase by
$31 million between 1967 and 1968. Greater emphasis will be given
to research that enhances consumer health and nutrition, improves
community services and environment, and raises the level of living
of rural people. The Extension Service will expand services to low-
income families and disadvantaged urban and rural youth and will
provide additional multi-county agents to accelerate economic growth
and adjustment in rural areas. Legislation will be recommended to
strengthen the Federal meat inspection service and to assist States to
improve their meat inspection programs. In addition, legislation
will be proposed to finance the cost of certain inspection and grading
activities of the Department of Agriculture through user charges.

NATURAL RESOURCES

The needs of a growing population and an expanding economy
demand careful development and prudent use of our natural resources.
The budget recommendations for 1968 are aimed at meeting these
demands. They provide for selected increases in those programs most
important for preserving our natural heritage and promoting the
Nation’s economic growth. Payments to the public for the conserva-
tion and development of natural resources are estimated at $3.5
billion in fiscal year 1968, an increase of $288 million over 1967.

Land and water resources.—About two-thirds of the estimated
outlays for natural resources in 1968 will be for land and water re-
sources programs. Most of these expenditures will be for continuing
construction of water resource projects started in previous years and
for operating and maintaining completed projects. Many of these
projects are multiple-purpose projects, providing electric power, water
supply, water quality, fish and wildlife, and recreation benefits as well
as serving flood control, navigation, or irrigation purposes.

Because water problems are becoming increasingly critical in various
parts of the country, legislation is proposed to establish a National
Water Commission. The Commission, working closely with the Water
Resources Council, will assess the problems and outline actions to
achieve the most efficient use of our water resources.

Water and related power developments.—The budget provides for con-
tinued investment in the development of the Nation’s water and power
resources. 1n order to provide for future needs, new water resources
projects are to be started in 1968 and advance planning is to begin
for projects to be started in later years. However, in an effort to help
prevent inflationary pressures in the economy, ongoing Federal con-
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NATURAL RESOURCES

[Fiscal years. In millions]

Payments to the Recom-
public mended
Program or agency new obli-
gational
1966 1967 1968 | authority
actual | estimate | estimate | for 1968
Administrative Badget Funds:
Land and water resources:
Corps of Engineers_ ______________________________. $1,250 | $1,260 | $1,330 $1,289
Department of the Interior:
Bureau of Reclamation______.___.__.__._ .. __.__ 367 327 320 316
Power marketing agencies:
Present programs_______________ ... ___ 79 128 137 151
Proposed legislation for revolving funds____._._.__ | _______ —74 —78 —53
Federal Water Pollution Control Administration.__ . 17 126 229 306
Office of Saline Water:
Present programs______..._____________________ 13 15 24 23
Proposed legislation for desalting plant__________| _______|.______. 4 8
Office of Water Resources Research________________ 6 7 11 13
Bureau of Indian Affairs:
Present programs________.___ ... 122 111 120 18
Proposed program improvements.........__... .| .______|._______ 15 30
Bureau of Land Management and other_.._________ 77 84 73 76
Tennessee Valley Authority_________._______________ 54 78 1 62
Soil Conservation Service—watershed projects_ . ______ 102 102 104 102
International Boundary and Water Commission______. 33 36 23 18
Federal Power Commission and other________________ 14 17 20 19
Subtotal, land and water resources.__.___________ 2,235 ( 2,218 | 2,443 2,479
Forest resources:
Forest Service_____ . o 386 442 424 487
Bureau of Land Management_____.__.________________ 20 21 24 25
Recreational resources:
Bureau of Outdoor Recreation_ . ____________________ 17 62 106 146
National Park Serviceandother_____.______________ 135 137 140 134
Fish and wildlife resources___________________________ 130 134 139 143
Mineral resources: )
Bureau of Land Management_._.___________________ 47 48 49 49
Bureau of Minesandother________________.._._____ 61 67 90 74
General resource surveys and administration___________ 89 97 103 106
Subtotal, administrative budget .. __.______________ 3,120 | 3,226 | 3,518 13,645
Trust Funds (mainly Indian tribal funds)_______.________ 145 145 148 1188
Intragovernmental transactions and other adjustments
(deduct) - oo e 36 120 128
Total . 3,229 § 3,250 | 3,538

1*Compares with new obligational authority for 1966 and 1967 as follows:
Administrative budget funds: 1966, $3,356 million; 1967, $4,526 miillion.
Trust funds: 1966, $146 million; 1967, $176 million.
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struction projects have been slowed down in the current fiscal year.
A small namber of new starts is being recommended for 1968.

The budget for 1968 includes $7 million in new obligational au-
thority for the Corps of Engineers to start construction of nine water
resources projects costing an estimated $150 million in total. Advance
planning will be started on 24 projects. In addition, $3 million is in-
cluded to begin land acquisition for the Tocks Island Dam and Reser-
voir project in New Jersey, Pennsylvania, and New York. The
budget also provides for programs which improve our basic knowl-
edge about flood hazards and enhance the effectiveness ot our flood
control efforts.

New obligational authority of $8 million is included for the
Bureau of Reclamation to start two projects and to provide loans to
finance two new small reclamation projects. Studies and investiga-
tions by the Bureau will include special emphasis on weather modifi-
cation research. A thorough review is being made of alternative solu-
tions to the water problems faced by the States in the Colorado River
Basin. When this review is completed, recommendations will be
made to the Congress.

Legislation previously proposed will again be recommended to
allow the Bonneville, Southeastern, and Southwestern Power Admin-
istrations to use revenues from the sale of power to finance capital
outlays and operating costs. Enactment of this legislation would
place these power marketing agencies on a basis consistent with other
business enterprise activities of the Federal Government while
retaining continued control through the appropriation process.
Revenues from the sale of such power are currently deposited in
miscellaneous receipts of the Treasury.

The Tennessee Valley Authority’s activities in 1968 are estimated
to result in net expenditures of $111 million. Upon approval of a
license by the Atomic Energy Commission, the TVA will carry for-
ward construction of the Brown’s Ferry Nuclear Plant, estimated to
cost $247 million. Commercial operation of the first unit of the plant
is scheduled for October 1970. During 1968, TVA will work with
organized groups in 16 tributary watershed areas, many in the Appa-
lachian portion of the Valley, to help in the development of an improved
industrial and agricultural economy.

Water quality and research.—The Federal Water Pollution Control
Administration was transferred from the Department of Health,
Education, and Welfare to the Department of the Interior in May
1966. Within Interior, the water pollution control programs are
being reoriented toward attacking the problems of pollution in entire
river basins. During fiscal year 1968, much of the agency’s effort
will be devoted to reviewing and approving standards developed by
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the States under the Water Quality Act of 1965. The budget includes
grants of $203 million in 1968 to assist municipalities in construction of
waste treatment plants. Additional funds are recommended for
research and demonstration activities authorized by the Clean Water
Restoration Act of 1966.

Legislation will be proposed to permit the Department of the
Interior to participate with the Atomic Energy Commission and the
Metropolitan Water District of Southern California in the con-
struction of a large prototype desalting plant.

Public domain and Indian lands.—The Bureau of Land Manage-
ment manages 457 million acres of public domain land containing valu-
able mineral, forest, range, watershed, recreation, and fish and wildlife
resources. In 1968, the Bureau expects to spend $70 million on the
development and use of the resources of these lands. Total receipts
from the management of all public lands are estimated to be $626 mil-
lion in 1968, including $430 million from mineral leases (primarily oil
and gas) on the Outer Continental Shelf, which the Department of the
Interior also administers.

Programs to aid American Indians in 1968 will provide for improved
schools, irrigation facilities and roads on Indian reservations, and for
expansion of industrial activities and housing facilities. New obliga-
tional authority of $118 million is recommended for 1968, including
$31 million for construction of 15 new schools for Indian children.
An additional $30 million is proposed to further improve programs
for the Indians.

Forest resources.—National forest lands will provide outdoor
recreational activities for an estimated 199 million visitors in 1968.
In addition, the Forest Service expects to harvest 12.7 billion board
feet of timber in that year, about one-fourth of the timber consumed
by American industry.

To improve the efficient management of the Nation’s timber re-
sources, the Forest Service has recently completed a special analysis
which provides useful information for helping to decide which timber
investments would be most economical and beneficial. This analysis
has calculated possible rates of return from Federal investments in
reforestation and timber stand improvement on national forest lands.
These calculations show that if Forest Service expenditures for this
program are maintained at the 1968 budget level of $18 million for
the next 13 years, and are allocated to the highest return opportuni-
ties, such investments on 4.5 million acres could yield an estimated
annual rate of return of at least 69,. The table below summarizes
the results of that study. Similar analyses for alternative programs
will provide a basis for comparing expenditures for reforestation and

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



104 THE BUDGET FOR FISCAL YEAR 1968

timber stand improvement with other Federal programs which en-
hance timber supply.

NATIONAL FOREST REFORESTATION AND TIMBER STAND IMPROVEMENT

Acresrequiring| Investment
Average annual rate of return on investment (percent) investment cost
(thousands) (millions)
10 or more.__ e 132 $6
610 e 4,423 217
56 e 1,555 90
e T 2,585 148
Lessthan4. ... 4,915 209
L . 13,610 670

Recreational resources.—In fiscal year 1968, the Bureau of
Outdoor Recreation expects to complete the first Nationwide Outdoor
Recreation Plan, which will provide a general guide for all outdoor
recreational programs in the country.

Receipts of $110 million are estimated to become available to the
Land and Water Conservation Fund in fiscal year 1968, and an advance
appropriation of $32 million is recommended to augment the Fund.
Together, these funds will enable Federal agencies and States to
expand their recreation programs to provide additional outdoor recre-
ation opportunities. Grants of $65 million will be made from the
Fund to the States for this purpose and $74 million will be available
for acquisition of recreation lands by the National Park Service,
Forest Service, and the Bureau of Sport Fisheries and Wildlife.

Because of rising land prices, the budget proposes that all of the
$32 million advance appropriation to the Land and Water Con-
servation Fund be used by Federal agencies to accelerate land acqui-
sition.

The 89th Congress enacted legislation to authorize a number of
national seashores and other recreation areas. Additional areas are
needed, however, in order to meet the growing recreational require-
ments of our people. Proposals are under study and recommendations
will be made at a later date for the development of the North Cascades
area in the State of Washington. Proposals are also under study to
make the Potomac Valley a model of scenic and recreation values for
the Nation.

There is also an urgent need to identify and preserve free-flowing
stretches of our great scenic rivers—before economic growth and
industrial development mar their natural beauty. Legislation is
recommended to establish a National Scenic Rivers System, to
authorize a Redwoods National Park in northern California, and to
provide for a nationwide system of trails.

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



THE FEDERAL PROGRAM BY FUNCTION 105

Visitors to Federal Recreation Areas

Corps of Engineers .,.-"'.
...‘.....0...'.

N -
Forest Service .-
-

Sport Fisheries and Wildlif

Fish and wildlife resources.—Expenditures for the Bureau of
Sport Fisheries and Wildlife in 1968 are estimated at $90 million.
The Bureau will operate 90 fish hatcheries and 312 wildlife refuges,
including 6 new refuges and waterfowl production areas.

The Bureau of Commercial Fisheries will continue to assist the
fishing industry through resource conservation, improved production
technology, exploratory fishing, marketing assistance, and programs
to modernize the American fishing fleet. A significant advance will
be made toward the solution of protein-deficient diets throughout
the world with the construction in 1968 of a pilot plant for manufac-
turing fish protein concentrate.

Mineral resources.—The Bureau of Mines will continue re-
search to expand mineral production and utilization, with increased
attention to problems of air pollution and oil shale research. A new
research program directed toward major improvements in tunneling
technology will be initiated. If successful, this effort will be of major
benefit to mining, urban transportation, water supply, and other
public services.

Congressional approval will be sought, within the authority of the
Helium Act Amendments of 1960, for the Secretary of the Interior to
enter into long-term contracts in 1968 for the purchase of an addi-
tional 24 billion cubic feet of helium. This unique resource would
otherwise be wasted as a component of natural gas being marketed
as fuel.
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COMMERCE AND TRANSPORTATION

The Federal Government contributes to the Nation’s economic
development by investing in facilities and services which add to pres-
ent economic strength and lay the foundation for future growth. Pro-
grams to assist business, improve transportation and communications
services, develop depressed areas, and promote effective competition
and fair business practice will be strengthened in 1968.

Payments for theseprograms are estimated to decline by $445
million in 1968, to a total of $6.9 billion. Proposed postal rate
increases will result in a substantial reduction in net postal expendi-
tures, more than offsetting estimated increases in other programs.
More than half of total payments will be devoted to highway con-
struction.

Advancement of business.—Federal programs for aiding business
contribute to the well-being of individual citizens and consumers, as
well as to the economy as a whole. New solutions to social and
economic problems are being sought by stimulating the development
of advanced technologies. Increasingly, financial assistance provided
small businesses is being used to open opportunities to minority
groups and to enlist private resources in economic development.

Eeconomic and demographic statistics.—The Census Bureau’s major
new effort in 1968 will be a special sample survey of 3 million house-
holds, for which $20 million of new obligational authority is being
requested. This survey will provide the current social and economic
data required to pinpoint needs, and to plan Federal programs to
obtain maximum impact on such problems as unemployment and
poverty.

Concurrently, the Census Bureau will continue its preparation for
the 1970 decennial census and will complete the data collection for
its 1967 economic censuses and census of governments. Through
imaginative and persistent efforts, the Census Bureau has improved
its procedures and operations, resulting in significant cost reductions
in taking periodic censuses.

Promotion of technology—Increased productivity and economic
growth are stimulated by the Department of Commerce through dis-
semination of technical information, issuance of patents, development
of engineering and product standards, and conduct of special programs
to encourage the use of advanced technology. in selected industries.
Expenditures will increase from $49 million in 1967 to $58 million in
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COMMERCE AND TRANSPORTATION

[Fiscal years. In millions]

Payments to the Recom-
public mended
Program or agency new obli-
gational
1966 1967 1968 | authorit
actual | estimate | estimate | for 196
Administrative Budget Funds:
Advancement of business:
Economic and demographic statistics . _____.______.___ $26 $27 $50 $57
Promotion of technology _ ... ___._ .. ____________ 48 49 58 60
Physical standards_ __________ . ________________.__ 42 31 37 3
Physical environment _ ... ... 152 149 179 182
Small business assistance_ ... .________._____ —140 | —122 49 18
Other aids tobusiness___.._______________._._._____. 65 48 34 56
Area and regional development_______________._______ 156 207 323 426
Air transportation:
Federal Aviation Administration. .. ________..___.._. 804 880 827 741
Civil Aeronautics Board—subsidies_____.___________. 75 66 63 60
Water transportation:
Maritime Administration__________.______________.. 303 280 305 363
Coast Guard . ___________________________._______. 405 471 500 519
Other e * 6 2 8
Ground transportation.._____._ . ... . __.__.____. 46 92 19 23
Postal service:
Present programs____________ ... ___________._...___ 888 | 1,208 | 1,244 1,351
Proposed postal rate increases____._________________ | ______|....___. —700 —700
Regulation of business_______________________________ 99 103 100 101
Subtotal, administrative budget___________________ 2,969 | 3,495 | 3,089 13,295
Trust Fands:
Department of Transportation:
Highway trust funds:
Present programs_ _ . ... ..o ... 3,966 | 3,938 | 3,773 4,850
Proposed legislation . _ ... || 29 931
Other. .. ... 12 14 —78 49
Federal Deposit Insurance Corporation__._.__________ =227 =230 | —256 {.._..____
Subtotal, trust funds__________ ... ______. 3,751 | 3,722 | 3,738 15,829
Intragovernmental transactions and other adjustments
(deduct) .. —64 | —139 —~83
Total . el. 6,784 | 7,356 | 6,911

*Less than $500 thousand.
Compares with new obligational authority for 1966 and 1967, as follows:
Administrative budget funds: 1966, $3,927 million; 1967, $4,309 million.
Trust funds: 1966, $4,107 million; 1967, $4, 490 million.
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1968, chiefly to extend State technical services, to strengthen the
Bureau of Standards’ applied technology programs, and to reduce
backlogs in patent applications.

Physical environment.—The Environmental Science Services Admin-
istration was established in July 1965, to provide a single national
focus for our efforts to describe, understand, and predict the state of
the oceans, atmosphere, and certain physical characteristics of the
earth. In 1968, particular emphasis will be given to increasing our
capabilities for modifying weather patterns and to investigating the
implications of this new capability. Work also will be accelerated to
improve forecasts of weather and sea conditions in nearby oceanic
areas and to develop the technology necessary for an efficient global
weather system. Such an advanced system, when completed, should
yield sufficient data to permit reliable forecasting of weather condi-
tions for periods of up to 2 weeks.

Small business assistance.—The Small Business Administration
(SBA) will emphasize aid to very small firms in 1968. Thus, the
economic opportunity loan program will increase from $37 million in
1967 to $51 million in 1968, permitting aid to be extended to more
than 5,200 entrepreneurs of meager resources. The agency’s business
lending program will be substantially enlarged through participation
with private lenders and guarantees of bank loans. Private credit
markets will also be tapped through the sale of about $500 million
worth of participations in pools of Small Business Administration
loans in both 1967 and 1968. Sales and loan repayments will largely
offset the $648 million in expenditures planned for SBA programs.

Other aids to business—Research will continue in 1968 on railroad
technology and new systems for high-speed ground transportation.
In 1967, demonstrations will begin to test improved rail service at
speeds over 100 mph on the New Haven Railroad between Boston
and New York, and on the Pennsylvania Railroad between New York
and Washington. These demonstrations will gauge the market re-
sponse to better service and reduced travel time in the densely-
populated Northeastern area of the United States.

Increased efforts will be made to assist American business to sell
its products in overseas markets and to encourage foreign nationals
to visit our country. These efforts have the double benefit of helping
American business and improving the country’s balance of payments
position.

In the 5-year period during which the Federal Government has
been actively promoting travel to the United States, there has been
an 189, average annual gain in overseas visitors. This compares
with an average yearly gain-of less than 109, for the preceding decade.
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Success has also been achieved in the export promotion program. For
example, in the past 2 years, sales at commercial exhibitions abroad
have increased by over 609, and the number of agreements with over-
seas agents to handle American products has doubled.

Area and regional development.—Demonstrable progress is
being made in the redevelopment of America’s depressed areas
through the stimulus of Federal, State, local, and private develop-
ment programs, reinforced by the Nation’s overall economic advance.
Between 1962 and 1965, the number of areas in which unemployment
is a severe problem has fallen from 748 areas containing 209, of
the Nation’s population to 555 areas containing 149,. These de-
velopments will permit the facilities and resources of the Commerce
Department’s program to aid depressed areas to be focused more
precisely on the Nation’s most seriously lagging areas. They also
permit attention to be shifted from meeting immediately pressing
problems to a longer-range and balanced program of regional economic
development, accenting long-term growth potentials.

Commerce and Transportation — Program Trends

Pieces of Mail
Number Granted

Total Landings and ‘ )
Takeoffs Controlled Miles Added

or Improved
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Expenditures for economically distressed areas and regions assisted
by the Department of Commerce, will almost double in 1968 to $323
million, as certain approved projects near completion.

The 1965 Appalachian Regional Development Act authorized the
Departments of Commerce, Agriculture, Interior, Health, Education,
and Welfare, and the Corps of Engineers to undertake special programs
for development of the Appalachian region. This year, legislation to
modify and extend these programs will be required.

Transportation.—Consolidation of many related, but long-
dispersed, Federal programs in the new Department of Transportation
will lead to more efficient use of the taxpayer’s money by (1) permitting
comprehensive planning of transportation programs, and (2) making
possible the identification and filling of gaps in technological and
economic research. In the long run, the integration of Federal trans-
portation activities should lead to a safer and more efficient national
transportation system, with benefits to shippers, carriers, and travelers.

Recommendations for transportation user charges will help to meet
rising costs of the Federal airway system and federally aided highways,
and will contribute modestly toward defraying Federal inland water-
way investments now borne entirely by the general taxpayer. They"
will also result in more equitable treatment of the various competing
modes of transportation, and should encourage more careful scrutiny
of new and continuing public investment programs in transportation.
These proposals are discussed in Part 3 of this budget.

Air transportation.—Expenditures by the Federal Aviation Adminis-
tration for the operation of the Federal airways will continue to rise
as traffic control services are improved, as additional facilities are
constructed and manned, and as new equipment is developed and
installed to meet the needs of growing air traffic. New obligational
authority of $8 million is requested to begin procurement and installa-
tion of new electronic equipment for control of air traffic in congested,
multi-airport localities. This equipment will bring the National
Airspace System (NAS) near fruition. By automatically reporting
the altitude and identity of aircraft, this equipment will allow air
traffic controllers to expedite aircraft movements significantly.

Appropriations of $71 million for 1968 and $75 million for 1969 are
being requested for grants-in-aid for airport development. By con-
tinuing to give priority to airports which primarily serve interstate
air commerce, these amounts will provide improvements essential to
the Nation’s air transportation system.

Expenditures for payments by the Civil Aeronautics Board to air
carriers are estimated at $63 million in 1968, a decrease of $3 million
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from 1967. 'This reduction results primarily from steady growth in
the traffic and revenues of the local service airlines, which diminishes
the need for subsidies.

Water transportation.—Expenditures by the Department of Com-
merce for assistance to ocean shipping will amount to $305 million in
1968, an increase of $25 million from 1967. Vessel operating subsidies
will remain at about the 1967 level, as Government chartering of
subsidized vessels for worldwide shipping continues. Funds will be
provided for the construction of 13 new vessels as part of the continu-
ing program for modernization of the subsidized fleet.

Vessels to be put under construction in 1967 and 1968 will have
significantly increased cargo capacity and more efficient loading and
unloading equipment that will partially offset higher unit costs.

Ground transportation.—Federal expenditures for highway programs
are estimated in 1968 to increase by $61 million, to $4.1 billion. These
expenditures are primarily grants to States from the highway trust
fund. Nearly three-fourths of the total is for the 909, Federal share
of the annual cost of constructing the 41,000 mile Interstate Highway
System, now more than half completed. Most of the remaining ex-
penditures for highways in 1968 are for the primary and secondary
road programs. Legislation is being proposed to transfer financing of
forest highways and public lands highways to the highway trust fund,
so that costs will be borne by highway users rather than by the general
taxpayer.

New highway safety programs authorized last year are getting
underway in the States and in local communities. Initial vehicle
performance standards, to be issued by the National Highway Safety
Bureau on January 31, 1967, should reduce fatalities and injuries from
highway accidents as new vehicles meeting these standards come
into use.

Legislation is also being proposed to establish a special Beauty-
Safety Trust Fund to finance the highway beautification and safety
programs. Revenues to finance these programs will be provided by
transferring receipts from 2 percentage points of the auto excise tax
into this special fund. This accounts for a $50 million drop in highway
expenditures in the administrative budget between 1967 and 1968.

Postal service.—Obligations for postal services are estimated to
rise from $6.4 billion in 1967 to $6.8 billion in 1968. About 909, of
the obligations incurred will be covered by receipts from operations.
The following table summarizes the program of the Post Office
Department:
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SUMMARY OF POST OFFICE DEPARTMENT PROGRAM

[Fiscal years. In millions]

Item 1966 1967 1968
actual estimate | estimate
Obligations by major program:
Direct services tomailers.____._____.___________.__________ $360 $410 $434
Processing of mail .______.__________ ... _________________ 1,867 2,065 2,273
Delivery services_ . 2,332 2,584 2,703
Transportation. . _______ ... 858 942 1,005
Auxiliary services________ . 70 73 78
Enforcing postal laws____.___________ .. _.______________ 18 20 20
Research and development____________.___________________ 15 12 18
General postal support______________.___________________. 219 272 273
Total obligations______._______ . ______. 5,740 6,378 6,804
Financing:
Revenues and reimbursements:
From current postal rates. . ___________________________ 4,793 5,151 5,453
From proposed postal rate increases__ ... ... ________| . ____{-o._.__._. 700
New obligational authority_ .. _______.___________________ 947 1,227 651
Total financing. . ... 5,740 6,378 6,804

Increases in 1968 primarily reflect greater mail volume, and sub-
stantial additional investments to improve mail service.

Mail volume has been increasing over the past two years at unprece-
dented rates, and is expected to continue at a high rate through 1968.

MAIL VOLUME
1964 1965 1966 1967 1968
actual actual | actual |estimate|estimate
Millions of pieces_ ... oo . 69,676 | 71,873 | 75,607 | 79,766 | 83,355
Percent increase from previous year __.__________ 2.7 3.2 5.2 5.5 4.5

With existing postal rates, the postal deficit, excluding public service
costs, will be approximately $618 million in 1968. In addition, the
Postal Service will incur additional costs from the proposed civilian
pay increase (included in a separate allowance). Accordingly, legis-
lation will be proposed to raise postal rates in order to provide more
efficient and improved services, to cover the proposed pay increase
and largely offset the remaining revenue deficiency.
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HOUSING AND COMMUNITY DEVELOPMENT

In the course of only two generations, this Nation has been trans-
formed from its early rural heritage into a land of cities. Our pro-
grams for housing and community development reflect this evolution,
and efforts in fiscal year 1968 will be directed toward:

(1) Improving the quality of urban neighborhoods, encouraging
orderly growth of metropolitan areas, and sustaining a healthy housing
market and industry;

(2) Meeting the needs of low and moderate income families; and

(3) Attacking the problems of the city through testing new ideas
and technology, acquiring more knowledge of housing and urban
problems, and improving the ability of State and local governments to
grapple with these problems.

Within the administrative budget, net expenditures for housing
and community development are expected to increase by $133 million
to $1.0 billion. The increase reflects higher grant disbursements for
urban renewal, urban mass transportation, water and sewer projects,
and the new model cities program.

However, net payments to the public for all housing and community
development programs are expected to decrease from $3.9 billion in
1967 to $1.8 billion in 1968. The decrease reflects (1) a decline in net
mortgage purchases of the Federal National Mortgage Association’s
secondary market trust fund from the unusually high levels in 1966
and 1967, and (2) the repayment by savings and loan associations of
the advances made earlier by the Federal home loan banks.

Because considerable time for advance planning and construction
is required, program decisions for housing and community develop-
ment are made well in advance of the time of disbursement. These
actions commit the Government to provide grants, loans, or loan
insurance for housing or urban development projects. Therefore,
commitment levels provide a better measure of current program ac-
tivity than do net cash outlays, which simply represent the effect, of
previous decisions on the current budget. Accordingly, much of the
discussion in this section is based on commitment levels,

The funds for making commitments for loans and grants are pro-
vided largely by new obligational authority, balances of prior year
authority, and repayments on loans. New obligational authority is
estimated to increase by $814 million to $3.0 billion in 1968, reflecting
increased commitments in the model cities and public facility grant
programs.

250-000 0—67—S8
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HOUSING AND COMMUNITY DEVELOPMENT

[Fiscal years. In millions]

Payments to the Recom-

public mended

Program or agency new obli-
gational

1966 1967 1968 | authority
actual | estimate | estimate | for 1968

Administrative Budget Funds:
Urban renewal and community facilities:

Model Cities program_____________ ... . . ____|._.____.. $6 $150 $412
Aids to improved land use:
Urbanrenewal . ____ . $343 397 469 1,000
Open space land grants____.._____________________ 8 28 58 |-
Grants for planned metropolitan development___--__|___._.___|._______ 7 30
Urban planning assistance and other-.______.______ 20 22 30 50
Assistance for public facilities:
Urban mass transportation_ .- ___________________ 18 55 1o 125
Basic water and sewer facility grants____ . __________{._______ 40 110 165
Neighborhood facility grants and other_.__.______._ 38 —15 1 45
Research and other___._..__.____.________________ 18 27 46 67
Public housing programs____.________________________ 233 263 282 307

Aids to private housing:
Department of Housing and Urban Development:
Supplements to the private market:

Rent supplement program__.___________________ * 2 6 6
Federal National Mortgage Association__________ —354 —95 159 550
Housing for the elderly and other___________.____ 49 77 * 84
Support of the private market:
Federal Housing Administration._.______________ 191 122 [ S
Federal National Mortgage Association_.___..___ —38 —38 | =240 | ____.__.__
Federal Savings and Loan Insurance Corporation______ =255 | =130 | =317 | __._.__.
National Capital region:
Present program______._________._________________ 75 127 125 115
Proposed increase in Federal payments and loans. .. |__._____{__._____ n 45
Subtotal, administrative budget.. _________________ 347 8% ] 1,023 13,001

Trust Funds:
Federal National Mortgage Association:

Secondary market operations,net. . ____.._____._____ 1,478 | 1,434 835 214

Participation sales trust fund _ ______________________|.__..._. —46 —89 |-

District of Columbia municipal government_____________ 430 561 635 623

Federal home loan banks (net), and other_____________. 1,204 | 1,050 | —400 |______.___

Subtotal, trust funds_ ... ... __________________ 3,202 | 2,99 981 1837

Intragovernmental transactions and other adjustments

(deduct) ... 123 -29 190
Total .. .. 3,425 3,918 1,814

! Compares with new obligational authority for 1966 and 1967, as follows:
Administrative budget funds: 1966, $1,784 million; 1967, $2,187 million.
Trust funds: 1966, $704 million: 1967, $4,567 million.

*Less than $500 thousand.
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Urban renewal and community facilities.—These programs will
continue to emphasize coordinated attacks on the problems plaguing
urban areas. Completions or continued progress in urban renewal
and facility construction projects approved in prior years will increase
expenditures by $421 million to $982 million in 1968.

Model Cities program.—The problems of our congested cities involve
more than simply physical rehabilitation: they range over the entire
spectrum—health, sanitation, schools, recreation, housing, air and
water pollution, transportation, and community services. A hew
concept of comprehensive community problem solving is needed to
take the place of limited, piecemeal solutions. Such a concept was
adopted in 1966 by the 89th Congress in the model cities program.
This program authorizes new Federal aids for cities that plan concerted
efforts to attack their most pressing problems.

In 1968, some 70 or more cities are expected to complete planning
and to start work on solving the complex problems involving the
people, housing, and community facilities in the selected areas.
Supplementary grants will be made to cities to help meet part of
their costs not covered by other Federal aid programs. In 1968,
$400 million of these grants will be committed. Another 70 or more
cities will begin planning their programs with the aid of $12 million
of Federal planning grants. Total expenditures for both supple-
mentary and planning grants are estimated at $150 million.

Aids to improved land use.—The urban renewal program provides
grants and loans for the comprehensive physical restructuring of
blighted urban areas. It remains the primary tool for shifting land
encumbered by slums and blight to physically attractive residential
and other uses. Total commitments for these urban renewal efforts
will rise by an estimated $255 million, to $1.1 billion in fiscal year
1968. Included in this amount is $250 million specifically for use in
model cities. The number of projects being planned or carried out
will increase by 181 to 1,947 and the number completed will increase
by 120 to 476. Increasing emphasis will be placed on using urban
renewal in programs to provide standard housing for low-income
families, and on rehabilitating rather than demolishing and rebuilding
the blighted areas.

In the open space land program, grants of $90 million will be
committed for about 500 projects. These projects will preserve 72,000
acres of open space land in the growing suburbs, and develop some of
this land for uses that will preserve its open space nature. In addi-
tion, $25 million will be committed for creating 150 parks in developed
areas of the cities. Beautification programs in 100 cities will be
assisted by grant commitments totaling $10 million.
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URBAN RENEWAL COMMITMENTS AND PROGRAM ACTIVITY

{Fiscal years. Dollars in millions]

Program 1966 1967 1968
actual estimate | estimate
Redevelopment or rehabilitation projects_.___.____....________ $708 $743 $745
Number of new projects_ ______________________._____.__.. 172 195 197
Acresofland. ... 13,760 17,000 | 19,000
Special projects in model cities. _ ... . .| ___|.__....__ $250
Code enforcement projects. . - .o .. $8 $35 $35
Number of new projects. - ______________ ... 12 50 50
Acresofland ... 4,945 20,000 | 20,000
Rehabilitation grants_ ... $1 $11 $15
Number of grants_ . .. 1,021 8,600 | 14,400
Demolition of condemned structures and other___________.___ $9 $5 $3
Number of demolition projects_ ___ ... ... .__ 20 10 5
Structures demolished.. .. _______ . ___.___ 4,668 1,700 850
Urban renewal demonstrations_________________._____________ $1 $2 $2
Number of projects .o L 14 15 15
Community renewal programs___________________________.____ $4 $5 $5
Number of cities assisted. ... ... ... ... 25 25 25
Total commitments__________________________________ $731 $800 | $1,055
Deduct authority available from prior years_________.__.__.___ 56 75 55
New obligational authority_..._____.______________.._. $675 $725 | $1,000
Model Cities portion. ... ... ...\ | . (250)

The Demonstration Cities and Metropolitan Development Act of
1966 provides a new incentive for planned metropolitan development.
Supplementary grants can be made in those metropolitan areas where
State and local governments are planning the development of the
entire area on a coordinated basis, and are carrying out all activities
affecting metropolitan development in accordance with their planning.
These grants can cover an additional 209, of the cost of projects
aided under 10 Federal development programs. Twenty metropoli-
tan areas are expected to qualify for these grants in 1968 and to re-
ceive Federal supplementary grant commitments of $30 million.

In the urban planning assistance program, $50 million will be com-
mitted in 1968, providing grants to assist 835 States, metropolitan
areas, and small cities in comprehensive planning for urban growth
and development.

Asststance for public facilities.—Grants for specific types of public
facilities are also used to encourage coordinated local development
programs. Both urban mass transportation and water and sewer

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



THE FEDERAL PROGRAM BY FUNCTION 117

grants require areawide comprehensive planning and programming.
Grants for neighborhood facilities can be made only if they are neces-
sary for local health, welfare, recreational, or similar community serv-
ice programs and are consistent with comprehensive planning for the
community.

Grant commitments totaling $140 million will be made in the urban
mass transportation program in 1968. These commitments will assist
in: (1) constructing or acquiring equipment for 30 transit systems;
(2) planning 15 complex mass transit systems; (3) demonstrating new
approaches to urban transportation problems; and (4) encouraging
related research and managerial training activities.

Improvement or extensions of water and sewer systems in over 300
communities will be aided by grant commitments of $175 million.
Construction of 185 neighborhood facilities to house health, welfare,
and recreation activities serving families in low-income neighborhoods
will be assisted by grant commitments of $46 million.

Research and other.—The problems of the deterioration of central
cities and the uncontrolled, sprawling expansion of suburbs have been
alleviated but not yet solved with the aid of existing Federal housing
and community development programs. Increased research is
essential to identify and better understand the forces causing these
problems, and to provide a basis for program improvements that will
bring workable solutions. This research will attempt to apply to the
problems of housing and community development the technological
discoveries that have made possible the great advances in other fields
since World War II.

Solving the individual problems of our many communities will
require more trained people, dissemination of the best methods for
attacking the problems, and systematic information on trends and
activities within the communities and on the various aids available
to help them. Two new programs of grants to States, already
authorized by law, will be started in 1968. These grants will help
States to provide training courses for their local public employees, and
technical assistance and information services to smaller cities.

Public housing programs.—The low-rent public housing program
provides apartments for low-income families whose members are
elderly, dispossessed, or living in substandard housing. Federal assist-
ance for this program takes the form primarily of annual payments to
cover principal and interest on bonds issued by local housing author-
ities to finance the construction or acquisition and rehabilitation of
housing units. Annual assistance payments are also made for units
leased by local authorities.
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Housing and Community Development — Program Trends

Amount Outstanding

Federally
Assisted Units

Federally Assisted
Units Occupied

Projects Underway

As the number of available housing units increases by 60,000 to
729,251, Federal expenditures for public housing programs in 1968
are expected to rise by $19 million, to $282 million.

Aids to private housing.—Disbursements for directly-aided
private housing projects will increase in 1968. At the same time,
approximately $705 million of participations in pools of loans acquired
under these programs will be sold. For the program as a whole, net
receipts of $376 million are estimated for 1968, $314 million more
than in 1967.

Supplements to the private market.—Government grants and low
interest rate loans assist low and moderate income families, unable to
afford adequate housing without assistance, to live in decent private
housing.

The following table shows the total number of housing units—
apartments or homes—for which Federal aid is committed during the
year in the various programs supplementing the private housing
market: ‘
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HOUSING UNITS AIDED BY FEDERAL FINANCIAL CONTRIBUTIONS !

[Fiscal years]

Units covered by Federal aid
committed in year
Program
1966 1967 1968
actual estimate | estimate

Low rent public housing_ _____________________ ... ___ 47,244 52,000 65,000
Rent supplements____________________________________.._____ 8,852 | 29,000 | 44,500
FNMA housing for low and moderate income families. ___________ 33,673 | 40,000 | 40,000
Housing for the elderly or handicapped_______________________ 6,945 6,900 6,900
Urban renewal rehabilitation loans. ... _______________________ 248 4,350 8,400
Total il 96,962 | 132,250 | 164,800

1 Excludes FNMA special assistance programs not involving below-market interest rates, since
the private market is expected to take over these programs and the Government normally recovers
the full cost of purchasing the mortgages.

The rent supplement program is the newest effort to increase the
supply of housing for low-income families. For the first time, private
nonprofit organizations and limited-dividend corporations can obtain
Federal assistance for providing housing for these families. Under
the rent supplement program, the Government agrees to pay these
private housing sponsors the difference between 259, of the income
of alow income family and the total rent for the apartment it occupies,
As housing projects are completed and occupied, payments to these
sponsors are expected to rise from $1 million in 1967 to $5 million in
1968. The Congress has authorized contracts committing the
Government to make $32 million of rent supplement payments
annually. This will be exhausted by the end of 1967, and authority
is requested for an additional $40 million of annual rent supplement
contracts in 1968.

Nonprofit and limited dividend sponsors are also encouraged to
build rental housing for families with incomes above the level eligible
for public housing, but below that needed to rent available standard
housing. The Federal National Mortgage Association purchases
mortgages with 39, interest rates on such rental housing under its
special assistance program. In 1968, commitments totaling $500
million will be made for this program.

The Association also purchases mortgages with market-level interest
rates on housing which is expected to be supported eventually by
private financing. Such private financing may not be currently
available because of either the unfamiliar type of mortgage involved or
stringent money market conditions. Included in this category are
cooperative housing, housing for the elderly, housing in urban renewal
areas, and newly-constructed low cost housing for which financing is
most difficult to obtain when mortgage money becomes scarce.
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The Congress recently authorized $1 billion for this low cost
housing, of which $250 million is expected to be committed for 16,000
homes in 1967. Approximately 6,300 units of housing are expected
to be covered by the $77 million of commitments to purchase the other
types of mortgages receiving special assistance in 1968. Net ex-
penditures for all these special assistance programs in 1968 are expected
to total $1£9 million, up from the net receipts of $95 million in 1967
because of increased purchases of mortgages and fewer sales of partici-
pations in loans.

Loans are made to nonprofit housing sponsors at 3%, interest for
housing for the elderly or handicapped whose income is below that
required for standard, privately-financed housing. Total loan com-
mitments of $85 million are proposed for 1968, the same as in 1967.

Loans with 39, interest rates are also made for the rehabilitation
of housing in federally-aided urban renewal and code enforcement
projects. Rehabilitation loans of $30 million are expected to be
committed in 1968.

Support of private market.—Private financing of the construction
and sale of housing is aided primarily by the insurance of mortgages and
of accounts in savings and loan associations. Mortgage insurance by
the Federal Housing Administration (FHA) encourages lenders to
make loans with smaller down payments and longer terms which more
people can afford. In addition, it provides a standard mortgage
acceptable throughout the Nation, and thus enables areas which are
short of mortgage funds to attract investors from other regions.

While the amount of private activity encouraged by these mortgage
insurance programs is large, their impact on the budget is relatively
small. Net budget expenditures in 1968 are expected to decrease by
$106 million to $16 million, chiefly because of increased receipts from
fees, premiurns, and property sales. Under normal market conditions,
most of the sales of homes acquired by FHA can be made with private
financing. However, the recent scarcity of mortgage money has
made private financing difficult. To make continued sales possible,
the Federal National Mortgage Association acquires the mortgages
on these homes under its management and liquidating functions. It
expects to acquire $525 million of these mortgages in 1967, and $200
million in 1968. Funds for these acquisitions are generated by re-
payments and sales of participations in mortgages previously acquired.
As a result of these acquisitions, repayments, and sales, FNMA net
receipts in this activity are expected to be $240 million in 1968.
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The Federal National Mortgage Association also supports the
private market through its secondary market operations trust fund,
buying federally-insured or guaranteed mortgages when money is
scarce and selling them when mortgage money is ‘more readily avail-
able. In 1968, $1.4 billion of mortgages are expected to be purchased,
compared to the $1.8 billion expected in 1967. Receipts from repay-
ments and sales of mortgages, and other sources, will partially offset
these purchases, so that net trust fund expenditures in 1968 are
estimated at $835 million, compared to $1.4 billion in 1967.

Further support of the private housing market is furnished by the
Federal Home Loan Banks and the Federal Savings and Loan Insur-
ance Corporation (FSLIC). Federal home loan banks make advances
to savings and loan associations when funds are in short supply. Re-
payment of these advances will cause the banks to move from net
payments of $1.3 billion in 1966 to net receipts of $400 million in 1968.
The FSLIC insures share accounts in savings and loan associations,
which invest primarily in housing mortgages. Net receipts of the
Corporation are expected to increase by $187 million to $317 million
in 1968. Part of the increase is due to expected increases in premium
receipts as the total of insured savings rises to $114 billion.

National Capital region.—The government of the Nation’s
Capital is confronted with many of the social and economic problems
that beset large cities throughout the country. In Washington,
however, these problems are aggravated by the fact that its citizens
are not permitted to elect their own local officials to develop solutions
to the local problems. Accordingly, legislation will be proposed
again this year to grant home rule to the 800,000 residents of the
District of Columbia. Home rule will help promote progress in the
District and is clearly required by our democratic traditions.

In the meantime, constructive changes can be made in the govern-
mental machinery of the District to improve its ability to meet the
needs of its citizens more effectively while preparing for the transition
to home rule. Appropriate efforts will be made to strengthen the
District’s government. Fiscal and program needs of the city are
presented in more detail in the separate District of Columbia budget.

Under legislation enacted by the last Congress, responsibility for
the development of a regional rapid transit system will be shifted in
1967 to a regional authority created by interstate compact. Funds
have already been authorized for the Federal contribution toward the
cost of constructing this much needed system.
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HEALTH, LABOR, AND WELFARE

The 1968 budget maintains the forward thrust of Federal programs
designed to improve health care in the Nation; to combat poverty
and assist the needy; to provide income for those retired from the
labor force, for their survivors, and for the unemployed; and to im-
prove our efforts to train workers in the skills needed in our advancing
economy. :

Payments to the public from administrative budget and trust funds
for these programs will increase in fiscal year 1968 by $7.1 billion
over 1967. Over three-fourths of this increase w1l be for income
support, as our social security and public assistance programs are
improved. Most of the remaining increase will be devoted to health
and economic opportunity programs.

Health services and research.—Federal expenditures to improve
the health of the American people and assist in paying for services are
estimated at $8.0 billion in fiscal year 1968, $1.2 billion more than
in 1967. This rise reflects the Federal Government’s role in: (1)
bringing quality medical care, particularly to aged and indigent
persons; (2) increasing the Nation’s supply of hospitals, medical
schools, doctors, and other health resources; (3) supporting biomedical
research and its applications; and (4) reducing or preventing health
hazards in our food, drugs, air, and water.

In carrying out this role, increasing reliance is being placed on the
States by the recent enactment of legislation establishing a Partner-
ship for Health. This program will help the States develop inte-
grated plans and programs combining services, facilities, and man-
power in a concerted effort to solve high-priority health problems.
In addition, it will substitute a new system of general supportrand
project grants for a variety of grants to control specific diseases,
which have in the past fragmented the local system of health services.
Legislation will be proposed to strengthen this new system by in-
creasing the authorization under which it operates.

Rising costs of medical care, scarce health manpower, and new pro-
grams of health services require an expanded and better organized
effort by the Federal Government in research and studies of the
organization and delivery of health care. The results should help the
entire health industry deliver quality medical care more efficiently.

Payments for Medicare and medical assistance.—The social security
legislation passed in 1965 created two programs of major significance:
Medicare, which provides hospital and supplementary medical
insurance for the aged, and Medicaid, which is designed to remove
the financial barriers to quality medical care for indigent people.

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



THE FEDERAL PROGRAM BY FUNCTION 123

HEALTH, LABOR, AND WELFARE

[Fiscal years. In millions)

Payments to the Recom-
public mended
Program or agency new obli-

gational
1966 1967 1968 | authority
actual | estimate | estimate | for 1968

Administrative Budget Funds:
Health services and research:

Payments for Medicare and medical assistance________ $770 | $1,988 | $2,124 $2, 159
Health services. ... . .. 359 483 471 495
Health resources. ________________________________. 254 357 569 888
Biomedical research and research training_____.._.___ 898 | 1,111 1,164 1,361
Environmental health, disease prevention, and con- .
sumer Protection. . - ..o ooooeeicaao. 230 296 274 299
Other_ el 13 29 123 186
Proposed legislation. ... . | . |._.__ 42 52
Labor and manpower:
Manpower development and training. . .. .._...______ 275 276 295 402
Other_ . e 225 217 231 247
Economic opportunity programs:
Community action programs. ... ... _. 322 650 881 1,022
JobCorps_ .. 245 315 280 295
Work and training programs_ .. ______.__._.__.___._.. 320 501 596 649
Other. ... ... 130 114 103 94

Public assistance and other welfare services:
Public assistance (excluding medical assistance):

Present programs__ oo ... 2,797 | 2,942 | 2,978 3,056
Proposed legislation___ ... j_______le._._... 58 60
Vocational rehabilitation___________________________ 202 314 373 388
Military service credits. ... ... ... _____ 17 227 123 123
School lunch, special milk, food stamp and other_____. 517 568 618 599
Subtotal, administrative budget____.___.__________ 7,574 | 10,389 | 11,304 | 112,377
Trast Fands:
Old-age, survivors, and disability insurance_._..__._____ 20,706 { 21,926 | 22,891 26, 707
Hospital and supplementary medical insurance_...______ 64| 3,526 | 3,972 5,005
Civil service retirement and disability_____..___________ 1,686 | 2,045 | 2,116 3,058
Railroad retirement.._______________ .. __________ 1,246 | 1,366 | 1,410 1,590
Unemployment insurance___ ... . . _.____.._._.. 2,687 | 2,655 | 2,534 4,235
Other. o eieceeees -6 —40 —52 13
Proposed legislat’on:
To improve retirement and survivors benefits_________1________ | _____.. 4,041 122
To broaden Medicare coverage. .- cwueoooooooo|oooojoooiiil 200 61
Subtotal, trust funds...__________________________ 26,384 | 31,477 | 37,111 | 140,790
Intragovernmental transactions and other adjustments
(deduct) . .ol —708 {—2,369 |—1,806
Total e 33,249 | 39,498 | 46,609

1 Compares with new obligational authority fsr 1966 and 1957, as follows:
Administrative budget funds: 1966, $9,274 million; 1967, $11,113 million.
Trust funds: 1966, $29,358 million; 1967, $38,418 million.
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Together, these programs are estimated to entail Federal expenditures
of over $5 billion in 1968.

Under the Medicare insurance program total trust fund payments
of $4.0 billion are estimated for medical care services for the aged.
Of this amount, payments for hospital and nursing home benefits
are estimated at $2.7 billion and an estimated $1.3 billion will be paid
for physicians’ services.

These payments will be financed by : (1) social security payroll taxes;
(2) the $3.00 per month premiums paid by persons enrolled in the
supplementary medical program covering doctor bills; and (3) Federal
administrative budget transfers of $907 million to the Medicare
trust funds specifically to cover the hospital insurance costs of the
eligible aged who are not social security or railroad retirement bene-
ficiaries and to match the monthly premium payment for those
enrolled in the supplementary medical insurance program.

Legislation will be proposed to: (1) reimburse Federal hospitals
for services provided to the aged just as State and local hospitals
are reimbursed for similar services; (2) assure that reimbursements
to hospitals for depreciation under Medicare will be used to replace
facilities and equipment in accordance with State and community
plans; and (3) extend Medicare to protect disabled beneficiaries of
our social security and railroad retirement systems.

Under the Federal-State medical assistance programs for needy
people, States are estimated to spend $2.2 billion in 1968, compared
to $1.9 billion in 1967. The Federal share is estimated at $1.2 billion
in 1968 compared to $1.0 billion in 1967. Most of these expenditures
will be made under the new Medicaid system, in which 48 States are
expected to be participating by the end of 1968, compared to 30 by
the end of 1967. Legislation will also be proposed to improve this
system so that it provides greater services for handicapped needy
children and gives greater assurance that Federal grants will be used
only on behalf of needy individuals whose medical bills are not met
through other means.

Health services.—Expenditures are estimated at $471 million in 1968
for care provided to Indians and other special beneficiaries of Public
Health Service programs and for health services supported by the
Children’s Bureau. This estimate is not comparable with the 1967
figure because of a change in appropriation structure.

Child health programs will be expanded further as an increasing
portion of their cost is borne through Medicaid. Legislation will be
proposed to improve the availability and quality of health care for
children, including dental care. Legislation will also be proposed to
assist in staffing centers for the mentally retarded.
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Medical care programs for Indians will place greater emphasis on
disease prevention. In recent years these programs have made pos-
sible significant declines in Indian infant mortality and in the incidence
of respiratory diseases.

The following table presents significant program data on the opera -
tions of selected Federal health care programs:

FEDERAL HEALTH CARE PROGRAMS

[Fiscal years. Dollars in millions)

Program 1960 1966 1967 1968
actual actual estimate | estimate
Medicare (millions):
Number of aged individuals in the Nation________{__________ 19.0 19.3 19.7
Covered by hospital insurance___ _____________|._________|...___.___ 19.1 19.5
Using insurance during the year_____________|._________|__._.._.. 4.4 4.5
Covered by insurance for doctor bills_ . ________|___.______|._____.__._ 17.6 17.9
Using insurance during the year_____________|__________|.__.____.. 5.2 5.4
Total benefit payments._.__..________________{.________|.._______ $3, 256 $3,795
Medicaid:
Number of States participating__._______._.___._|......____ 9 30 48
Number of individuals aided (millions).__.______[..________ 1.6 6.4 8.0
Federal expenditures._______.__________________|.__._.___. $202 $884 $1,162
Indians (thousands):
Number eligible.______________________________ 362 385 388 392
Admissions to hospitals________________________ 77 91 91 91
Outpatient visits to hospitals. .. ___..__._________ 585 788 810 820
Outpatient visits to field clinics. . __._.____.______ 545 768 825 854
Expenditures. _ ... _______________________ $54 $75 $86 $91
Seamen and other PHS beneficiaries (thousands):
Number eligible__ . __ 370 427 437 443
Admissions to hospitals_ ___.___________________ 50 50 51 51
Outpatient visits to hospitals. ... ________.__.___ 628 801 824 842
Qutpatient visits to field clinies. ... ... _._ 547 715 745 767
Expenditures. _ ... _______________________ $46 $57 $61 $68

Health resources.—In fiscal year 1968, an estimated $569 million of
Federal expenditures will be devoted to providing increased man-
power and other health resources, $212 million more than in 1967.

The Hill-Burton hospital construction program initiated in 1946
has made a significant contribution toward helping provide needed
additional hospital and long-term care facilities. The 1968 program
will provide for the addition or modernization of approximately 21,000
hospital beds, an increase of 79, over 1967, and for 13,000 beds in
long-term care facilities. This and other construction will provide for
the additional beds needed in most States by 1970, based on State
Hospital Planning agency estimates. Together with funds available
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from Medicare reimbursements, it will reduce the backlog of hospital
modernization needs.

Expenditures of $40 million in fiscal year 1968 for community
mental health activities will help construct 87 additional centers,
bringing the total number aided to 331. Funds are also included to
help meet staff costs in 190 operating centers. In addition, special
services will be provided for juvenile delinquents, alcoholics, and drug
addicts.

HEALTH RESOURCES

{Fiscal years. Dollars in millions]

Program indicator 1960 1966 1967 1968
actual actual estimate | estimate

General hospitals:
Cumulative number of beds meeting construction

standards at end of year. _..__________.______ 1) 496,800 | 531,600 | 567,600
Total number of beds constructed or modernized

during year_______ .. _____________._______ 1) 34,400 34,800 36,000
Number of beds constructed or modernized by

Hill-Burton program during year____.__.._____ 17,140 19,600 20,000 21,300

Long-term care facilities:
Cumulative number of beds meeting construction

standardsatendof year______________________ 231,000 | 477,500 | 544,500 | 611,500
Total number of beds constructed or modernized
during year. ... ... 1) 65,000 67,000 67,000
Number of beds constructed or modernized by
Hill-Burton program during year_____..____.__ 4,055 11,400 13,100 13,100
Community mental health centers:
Established through Federal aid (cumulative) ___.|.__._._____ 157 244 331

New obligational authority for:
Construction aid _ _ _ | $50 $50 $50

Stafhing support. . ... e $15 $32 $46
Population served (millions) ___..__ ... __| ... 27 41 56
Medical schools:
Number in the Nation__________________..___.__ 91 93 97 101
Constructed or improved by Federalaid________|_____.____ 14 25 32
Obligations for construction____________.________|.._._._.._. $44 $109 $138
Total number of students enrolled_______________ 31,999 34,735 35,430 36,370
Number of MD’s graduated . ________..___.____ 7,508 7,965 8,010 8,065
Number of students receiving Federal scholarships
orloans_ . __ e 11,500 15,000 16,400
Obligations for scholarships and loans__.._._. ... | __.__..._ $11 $17 $19
Nurses:
Total number of students enrolled____.__________ 118,849 | 135,702 | 136,500 | 140,000
Number of students graduated_..._._...._._____ 29,99% 34,686 38,000 38,700
Number of students receiving Federal scholarships
orloans_ . e 11,640 18,250 28,000

Obligations for scholarships and loans_.. ... _|..._._____ $11 $22 $26

1 Comparable data not available.
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Since 1963 the Federal Government has provided direct support to
increase our professiona! health manpower. Expenditures are esti-
mated to rise by $60 million to a total of $190 million in fiscal year
1968 to: (1) increase the capacity of health educational institutions
by 2,300 students through aid for construction of facilities and (2)
provide student aid through scholarships and loans to 16,400 medical
students, 5,900 dentistry students, 28,000 nurses in training, and 1,200
students in other health professions. In 1968, $15 million of participa-
tions in outstanding student loans will be sold, with the proceeds
helping to finance this program.

Planning will be substantially completed in fiscal year 1967, and
operating grants initiated, on a network of approximately 50 regional
medical programs through which the attack on heart disease, cancer,
stroke, and related diseases will be accelerated. Expenditures will
total $37 million in fiscal year 1968, compared with $8 million in
1967.

Biomedical research and research training—The annual national in-
vestment in biomedical research, public and private, is currently more
than $2 billion, and is expected to grow to $2.5 billion in 1968. Al-
most 65% of this investment is financed by the Federal Government,
with the National Institutes of Health and the National Institute of
Mental Health alone supporting over 35% of the national effort.

In fiscal year 1968, expenditures by these two organizations related
to research will increase by $53 million to a level of $1.2 billion. This
amount will be devoted to the broad support of medical research,
to such efforts as the development of artificial organs, vaccines, and
chemotherapeutic agents, and to create new biomedical research
resources through advanced training for about 30,000 individuals and
the construction of new research facilities.

Environmental health and consumer protection.—Federal expendi-
tures to control air pollution will nearly double in 1968 to a level of
$50 million. Grants to State and local air pollution control agencies
will be greatly increased, planning will be initiated for a National
Air Pollution Control Center, and research and enforcement will be
accelerated. Legislation will be proposed to augment these efforts
through a new enlarged 5-year program to combat air pollution. In
addition, Federal agencies are developing plans to reduce air pollution
from their own facilities.

Legislation will be proposed to provide assistance to State labora-
tories and improve the quality of clinical laboratory diagnostic services.
With the recent development of a measles vaccine, this disease should
be eradicated shortly, and work will be stepped up on the eradication
of venereal disease and the control of tuberculosis.
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Health, Labor, and Welfare — Program Trends

OASDI Beneficiaries

Hospital Beds

Rehabilitations

The budget provides funds for the Food and Drug Administration
to triple its research on dangerous drug abuse and to increase enforce-
ment of laws against illegal traffic in these drugs.

Labor and manpower.—This budget provides for further progress
in extending the benefits of our growing economy to the Nation’s
labor force. Administrative budget expenditures for labor and man-
power programs are estimated at $526 million in 1968, an increase
of $33 million over 1967. In addition, $2.5 billion will be disbursed
from the unemployment trust fund, including $589 million for ad-
ministering the Federal-State employment security system.

Significant data related to the budget program of the Department
of Labor follow:
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DEPARTMENT OF LABOR MANPOWER PROGRAMS

[Fiscal years]

Program 1966 1967 1968
actual estimate | estimate

Manpower Development and Training Act Programs:

New obligational authority (millions) .. ___________.___.___. $400 $390 $402
Number of trainees (thousands) .._________________________ (273) (250) (280)
Institutional training_ ... ... ... 160 125 112
On-the-job training (OJT) ... .. 94 53 48
Combination institutional and OJT training. ... _..___.__ 19 72 64
Other courses (remedial and part-time) ... __._______[ .. _____| __.______ 56
Number of individuals served by experimental and demon-
stration projects (thousands) ____.._____.________________ 48 34 45
United States Employment Service:
Expenditures, including trust funds (millions) ....___.__..__. $287 $310 $325
Number of local offices. - ____ . _________._. 1,994 2,012 2,012
Number of special services offices_. . . ... _.___..____.__ (151) (169) (169)
Applicants seeking work (millions) ... ... ... _______ 10.6 11.0 11.2
Individuals counselled (millions) ... .. .. __.___. 1.3 1.3 1.3
Number of tests administered (millions)____________________ 2.6 2.7 2.7
Job placements (millions) ____________________.____________ 11.2 11.9 11.9

Unemployment Insurance Service:
Expenditures for administration, including trust funds

(millions) ¥ el $235 $256 $273
Average weekly insured unemployment (thousands) .. _______. 1,152 1,000 1,000
Federal and State benefits disbursed (millions) . ____.._______ $1,990 $1,755 | $1,805
Average weekly benefit (State programs). ... ee .o $38.51 $39.69 | $40.70

1 Includes the cost of operating 1,436 local offices.

Under the Manpower Development and Training Act of 1962
(MDTA) about 613,000 individuals were enrolled in training from
1962 through the first half of fiscal year 1967. Of the 343,000
who have completed training, over 789, have been placed in jobs.
In 1968, the MDTA program will have 30,000 more trainees, and will
continue to concentrate on workers with minimal skills. About two-
thirds of the trainees will be drawn from these workers, who are least
able to take advantage of job opportunities now available. Special
assistance will be given to encourage industry to provide intensive
on-the-job training to prepare disadvantaged persons for jobs with
private firms,

Amendments enacted in 1966 enable the MDTA to provide addi-
tional services, such as counseling, to train inmates of correctional

250-000 O—67——9
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institutions, and to upgrade the underemployed through part-time
training.

To help provide greater and more effective public and private
training efforts throughout the Nation, an assessment will be under-
taken of the Nation’s training policies and the responsibilities of
Government and industry.

Trust fund expenditures for operation of the employment security
system will increase by $34 million to an estimated total of $589
million in 1968. The United States Employment Service (USES),
through its 2,000 local offices, is making an increasing contribution
to improved manpower utilization, particularly in the preparation
of the State manpower plans through which the MDTA and other
programs will be more closely related in local communities. In 1968,
the USES will continue improved employment services for disadvan-
taged youths and will extend its capabilities for reaching those in need
through special offices serving both youths and adults.

Economic opportunity programs.—The Office of Economic
Opportunity is leading a concerted effort to combat poverty by pro-
viding direct services and by encouraging coordinated planning, pro-
graming, and action at Federal and local levels. ,

In fiscal year 1968, expenditures for these programs will be $1.9
billion, an increase of $280 million over 1967. Recommended new
obligational authority for 1968 will be $2.1 billion, compared with
$1.6 billion for 1967.

COommunity action programs.—The 1968 budget provides $1.0
billion of new obligational authority for community action programs,
an increase of $247 million over 1967. The increase will support
additional anti-poverty activities in rural areas and smaller cities and
provide higher levels of services in the larger cities. Approximately
439, of the Nation’s poor live in rural areas, but they have not been
receiving a proportional share of the funds provided to combat
poverty.

Local community action agencies (CAA’s) bring together Federal,
State, local and private programs to provide health, training, employ-
ment, educational, and other services to fight poverty. In 1968,
CAA’s will cover areas in which 709, of the Nation’s 31 million poor
live. The budget also includes funds to enable the CAA’s to im-
prove their capacity to plan, evaluate, and coordinate programs in the
lIocal community.
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In 1968, local communities will be encouraged to include child de-
velopment centers in the multipurpose neighborhood centers being
supported by the Office of Economic Opportunity. These centers will
help families in rearing children, particularly during the critical early
years. Various services will be provided, such as day care, family
planning, and training in child rearing, and a wide range of health and
social services, now scattered or remote, will be made available.

The OEO, in cooperation with other Federal agencies, will also
initiate a new program in fiscal year 1967 to provide summer camp
facilities for- children in poor families. Legislation will be proposed
for Federal aid for camp facilities so that ultimately, under the
sponsorship of local public and private agencies, most poor children
will have an opportunity for healthful- and stimulating summer
activities.

Project Head Start will fund full academic year preschool classes
for 187,000 children and summer projects for 550,000 children. Over
40,000 teachers and 60,000 parents and neighborhood residents will
cooperate in giving underprivileged children special attention to
enable them to progress properly in the regular school environment.
The 1968 budget also includes $135 million in new obligational
authority to continue special services to these children in the primary
grades, so that they will not lose the benefits of their Head Start
experience.

ECONOMIC OPPORTUNITY ACT PROGRAMS

[Fiscal years. Dollars in millions]

Program 1966 1967 1968
actual estimate | estimate
Work-Training program opportunities (thousands):
Job Corps enrollees (average number) . ___________ . _______ 10 31 38
Neighborhood Youth Corps:
In-school ... 106 125 130
Summer. . .. 209 165 165
Out-of-school ______________ ... 55 60 60
Work experience_ .. 64 46 30
New obligational authority for adult work-training and “‘special
impact” programs._ . _____ .. oo $98 $258
Community Action Agencies:
Number operating. - . ... _________ 700 1,050 1,100
Grants to CAA’s. . $488 $681 $929
Head Start children (thousands):
Summer programs. ... . ..o e ___. 573 550 550
Full-year programs.._____________________._____._..____ 160 187 187
VISTA volunteers (average number) ._______ ... __..___.... 1,771 3,300 4,200

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



132 THE BUDGET FOR FISCAL YEAR 1968

Various other programs sponsored by local community action agen-
cies are being supported to assist the poor. Legal Services are being
provided, project “Upward Bound” will help culturally deprived
talented youths prepare for college, and effective health and neighbor-
hood centers are being developed to bring services directly to the poor
where they live. Efforts to engage elderly citizens in community
services will be enlarged in 1968.

Job Corps.—The Job Corps offers skill training and useful work
experience to disadvantaged young men and women. In 1968, there
will be an average of 38,000 enrollees. About 239, will be women,
389, will be in men’s urban centers, and the balance will be in rural
conservation centers. The 1968 budget provides for continuation of
this program at the end of 1967 level.

Work-Training.—The 1968 budget includes $649 million for various
work and training programs, largely sponsored by local CAA’s, to
provide opportunities for youths and adults. They include work
experience and training, remedial education, and on-the-job training
mainly with private employers.

The Neighborhood Youth Corps will provide 355,000 work and
training opportunities, increasingly stressing remedial education and
training. The Work Experience program for needy adults, now run
jointly by the Departments of Labor and Health, Education, and
Welfare, will be reduced in 1968 and gradually replaced by an ex-
panded community work-training program under new legislation for
public assistance recipients.

Under the 1966 Economic Opportunity Amendments Act, $98
million is being provided for jobs and work training opportunities in
1967 for chronically unemployed adults in rural community beautifi-
cation projects or in urban ghetto areas where they can have a special
impact on living conditions. The 1968 budget provides an increase
of $160 million to assist individuals through larger and broadened
employability training programs in conjunction with intensive use of
supporting services. These programs will be concentrated largely in
slum areas with particularly heavy unemployment.

Migrants, VISTA, rural loans.—During 1968, $27 million will be
provided for adult education, child day care, sanitation, and housing
for many of the 400,000 migrant farm workers in the United States.
In addition, VISTA (Volunteers In Service To America) will provide
about 4,200 man-years of volunteer service in poverty areas—900 more
than in 1967. An estimated 13,000 rural families will receive loans to
finance farm improvements or small nonfarm businesses.
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Federal Aid to the Poor

OASDI Benefit Payments Other Cash Benefit Payments

Education, Training, and Health All Other Aids

G

Total Federal assistance for the poor.—The Federal Govern-
ment’s total effort to combat poverty is carried on through a broad
range of programs. In addition to the anti-poverty programs under
the Economic Opportunity Act, other programs which play a major
role include social security, public assistance, education, health
benefits, employment and retraining, regional economic develop-
ment, housing, urban redevelopment and community facilities, school
lunch, and various food distribution activities.

In fiscal year 1968, Federal expenditures which aid persons below
the poverty line are estimated to total $25.6 billion, an increase of
$3.6 billion, or 169, over fiscal year 1967, and double the level in 1963.
Cash benefit payments will comprise 579, of the total in 1968, while
health and education and training programs will make up an addi-
tional 319%,. All categories will share substantially in the increase in
funds from 1963 to 1968. Expenditures going to the poor under
education programs will be 13 times greater in 1968 than in 1963,
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while health expenditures will more than quadruple. Cash payments
to the poor are estimated to be up by 409, from 1963.

Of the total $25.6 billion in 1968, $14.6 billion will be from admin-
istrative budget funds, an increase of $1.6 billion from 1967. The
remaining $11.0 billion will be from social security and other trust
funds, an increase of $2.0 billion. In total, the funds which go to
poor people under all Government programs will comprise 279, of
all Federal nondefense cash payments.

Social insurance and public welfare.—Expenditures of $30.5
billion are estimated in 1968 from trust funds for old-age, survivors,
and disability insurance; for railroad retirement; and for the retire-
ment programs for Federal civilian employees. This represents an
increase of $5.1 billion, mainly reflecting: (1) an increase in the level
of social security and railroad retirement benefits under proposed
legislation, (2) the continued increase in the number of persons re-
ceiving benefits, and (3) the first full year costs under a new Railroad
Retirement supplemental annuity program.

Most persons over age 65 depend on social security for their financial
security. However, the average benefit is still so low that the income
of about one-third of the beneficiaries remains below the poverty level
even after benefits are counted. Legislation will be proposed to pro-
vide an overall increase in benefits of about 209, effective June 1, 1967,
but with provision for a greater percentage increase to those at
the low end of the benefit scale and to those who have had a long
history of employment covered by the social security system. An
increase in the taxable wage base from $6,600 to $7,800 effective
January 1, 1968, and subsequent increases in the wage base and tax
rates, will be proposed to fully finance the additional benefits.

Legislation will also be proposed to assure Federal civilian emplovees
benefits at least equal to those under the social security system, and
to credit their service under social security if they do not qualify
under one of the Government’s retirement systems.

These social insurance and staff retirement systems are financed
primarily by employers and employees. Receipts of the retirement
and disability trust funds in 1968 are estimated at $31.5 billion, an
increase of $1.6 billion over 1967. Almost all of this rise reflects
continuing expansion of economic activity, but about $100 million
results from the proposed increase in the taxable wage base in the
social security system. Receipts of $35 million, collected solely from
railroad industry employers in 1968, will be used to finance the new
Railroad Retirement supplemental annuity program.

Public assistance.—The Federal-State public assistance program
provides needy families and individuals who have no other resources—
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the indigent aged, blind, disabled, and families with dependent
children—with basic protection against want and deprivation. In
1968, financial assistance and social services will be provided to more
than 7.4 million indigent individuals, including more than 3.5 million
dependent children.

Within this total, the number of recipients of old-age assistance
will continue to decline in 1968 primarily because of recent benefit
liberalizations and extension of coverage under social security. How-
ever, the number of disabled individuals and families with dependent
children receiving assistance is expected to increase.

New obligational authority of about $3 billion is recommended in
1968 for Federal public assistance grants .(excluding medical assist-
ance). This is an increase of $66 million over 1967, which, when
matched with State and local funds, will provide a $5.0 billion pro-
gram to render necessary financial assistance and social services to our
poorest citizens.

In spite of periodic program liberalizations and rising expenditures
from Federal, State and local sources, serious gaps in coverage exist
since only about one-quarter of citizens living in poverty qualify for
assistance under this program. Furthermore, the general level of
cash assistance provided by the States is inadequate, even as meas-
ured by needs standards in the States, which are often unrealistically
low. Finally, it is now evident that opportunities for rehabilitation
and placement in productive employment have not been fully realized
for individuals on public assistance.

To overcome these deficiencies, corrective legislation will be pro-
posed to: (1) strengthen incentives for welfare recipients to seek
employment, (2) raise the general level of welfare payments, (3) re-
quire all States to assist families with children impoverished by
unemployment of a parent, and (4) provide comprehensive training
and services to help equip such parents for regular employment.

Other welfare services—The Federal-State vocational rehabilitation
program is expected to restore more than 218,000 disabled individuals
to productive employment, an increase of about 159, over 1967.
Expenditures are expected to increase from $314 million in 1967 to
$373 millicn in 1968. Increased emphasis will be placed on restoring
to econcmic self-sufficiency more of the severely disabled, particularly
those now supported by public assistance.

Legislation will be proposed to provide for a youth development
program to prevent juvenile delinquency and improve the effective-
ness of community services provided for youth.

Project grant programs of the Administration on Aging continue
to provide stimulus to States and localities for the development of
service programs for all aged citizens. Legislation will be proposed
to extend programs designed to provide services necessary for a more
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meaningful life for senior citizens, including pilot projects to provide
nutrition services.

Total Federal benefits and services for the 19 million persons over
age 65 provided under all Federal programs will reach $29 billion in
1968, an increase of $3 billion over 1967 and $8 billion more than was
provided in 1966.

The school lunch program of the Department of Agriculture is
expected to reach 20 million school children in 1968, 1 million more
than in 1967. An estimated increase of $8 million in expenditures in
1968 will provide special assistance for school lunches in low-income
areas. Under the recently enacted Child Nutrition Act, breakfasts
are provided for children in low-income area schools. Such schools
will also benefit from a major increase in funds available for purchase
of lunchroom equipment to permit the establishment of lunch pro-
grams.

The food stamp program will continue to be expanded so that more
low-income families will be able to take advantage of the opportunity
to improve their diets. By the end of 1967 the program will reach
2 million people, and another 500,000 participants will be added by
the end of 1968.

EDUCATION

Education is an essential investment for social and economic
progress in our Nation. Our educational system should enable every
citizen to develop fully his capabilities, to participate productively
in the economy, and to contribute actively to community and cultural
life.

The 89th Congress greatly expanded the scope of the Federal Gov-
ernment’s contribution to improving educational opportunities at all
levels. In fiscal year 1968, gress outlays on Federal education pro-
grams are expected to total $4.5 billion, approximately 129, more than
in 1967, and 639, more than in 1966. However, sale of participations
in education loan programs will reduce the net impact on the budget
to $2.7 billion.

The 1968 budget includes $5.2 billion of new obligational authority
for education programs, $622 million more than for 1967. This
increase provides for moving ahead on all the recently enacted pro-
grams, but concentrates on promoting innovation and improving the
quality of education. Particular attention will be placed on increas-
ing the effectiveness of the programs serving the disadvantaged.

Assistance for elementary and secondary education.—Ex-
penditures for elementary and secondary education activities are
expected to rise from $1.8 billion in 1967 to $2.0 billion in 1968,
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EDUCATION
{Fiscal years. In millions}
Payments to the Recom-
public mended
Program or agency new obli-
gational

1966 1967 1968 | authority
actual | estimate | estimate | for 1968

Administrative Budget Funds:
Assistance for elementary and secondary education:

Education of the disadvantaged_...____.____._______ $747 | $1,043 | $1,102 $1,200
Supplementary centers_________._.______.._________ 11 65 142 240
School books, equipment, guidance, counseling, and

strengthening State education agencies___..._____.. 152 226 21 218
Education of the handicapped, National Teacher Corps,

and teacher training institutes_ ______._______.____ 48 71 113 156
Assistance to schools in federally impacted areas._____ 410 422 422 439
Proposed legislation for education planning. ... _____|.._..___|....._. 10 15

Assistance for higher education:

Aid for undergraduate and graduate students________ 240 471 580 665
Academic facility loans and grants__._____._________ 107 156 310 452
College housing loans . ______._____________________ 312 —253 |—1,262 338
International education_. ___.______________________ 13 14 18 37
Other aids to institutions... ... ________._________ 30 63 79 104
Proposed legislation for asset sales. .. ... _________ |- __l _______ —~100 2

Assistance to science education and basic research:
National Science Foundation:

Basic research and specialized research facilities_____ 181 188 213 251
Grants for institutional science programs_________.. 46 59 86 110
Science education_ . .. ... 123 125 128 131
Other science activities___ . __._.__.._.____.__._.. 18 23 28 34
Other aids to education:
Vocational education___.____._._____________________ 129 222 219 267
Indian education services__ _ . oo _.____.___. 104 106 125 129
Library of Congress and Smithsonian Institution. .. _. 55 72 79 75
Grants for libraries and community services. . __._._. 45 114 144 166
Educational research and development__.____________ 33 65 82 104
National Foundation on the Arts and Humanities___ .. 1 8 15 16
Other. oo 31 43 48 44
Proposed legislation for vocational education and
educational television_ .. __ . leoooooi]ecmoaoas 24 50
Subtotal, administrative budget. ________________ 2,834 | 3,304 2,816 15,245
Trast Funds -« oo 2 —4 —31 17
Intragovernmental transactions and other adjustments
(deduct) - et 57 -32 47
Total oo eamaee 2,780 | 3,333 | 2,738

! Compares with new obligational authority for 1966 and 1967 as follows:
Administrative budget funds: 1966, $4,315 million; 1967, $4,623 million.
Trust funds: 1966, $3 million; 1967, $6 million.
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primarily for programs established by the Elementary and Secondary
Education Act of 1965.

Expenditures under Title I of that Act will total $1.1 billion in
fiscal year 1968, an increase of $59 million over 1967. Under
Title I, grants are made to improve educational programs in school
districts with large numbers of students from low-income families.
Special efforts will be made in 1968 to develop close ties between the
programs supported under Title I and the Head Start and other Com-
munity Action Programs of the Office of Economic Opportunity.

An increase of $77 million in expenditures is estimated for fiscal
year 1968 to extend educational services more widely in commu-
nities and to develop models for instructional services under Title
IIT of the 1965 Act. This will bring the total expenditures for these
efforts to $142 million.

The programs provided under Titles I and III are annually reaching
an increasing number of communities and children:

ELEMENTARY AND SECONDARY EDUCATION ACT OF 1965

[Fiscal years. Dollars in millions]

Program 1966 1967 1968
actual estimate estimate

Grants to States (Title I):

Obligations.. . - - - aa. $959 $998 $1,200

Number of school districts aided______....._...._._.. 17,481 18,694 19,940

Number of children aided (millions)__________________ 7.0 7.5 8.5
Supplementary centers (Title III):

Obligations .. -~ . $46 $164 $240

Number of operational projects______________________ 256 1,300 1,525

Expenditures of $221 million are estimated in fiscal year 1968
for purchasing books, equipment, and other educational resources;
for guidance and counseling; and for strengthening planning and
analytical capabilities of departments of education in the States
through existing and proposed legislation. A supplemental appro-
priation for 1967 and additional funds for 1968 are recommended to
provide more school classes for physically and mentally handicapped
children. A program will be proposed for pilot centers providing
educational services for these children.

Federal grants for school operation and construction in school
districts with concentrations of Federal employees will total $422
million in fiscal year 1968, the same as in 1967.

A 1967 supplemental appropriation of $12 million and legislative
amendments for 1968 are proposed to continue the Teacher Corps,
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a program through which teams of experienced teachers and teaching
interns are made available to serve, when requested, in schools with
large numbers of children from low-income families. These supple-
mental funds are required to recruit teachers for the next school year.
Estimated expenditures of $21 million in 1968 will permit the Corps
to reach a total strength of 5,950 by June 30, 1968.

Through a number of programs, the Government is carrying on an
expanding effort to train teachers for elementary and secondary
education and for college teaching. Under proposed legislation,
existing programs will be broadened in scope and made more flexible
to meet changing national needs. Full-year and part-time training
will increase in fiscal year 1968, as follows:

TEACHER TRAINING PROGRAMS

[Fiscal years. Dollars in millions]

Program 1966 1967 1968
actual estimate | estimate
Office of Education:
Obligations ... ... mem—aas $147 $198 $247
Number of teachers trained:
Teacher fellowships. _ . ... 13,028 18,565 21,280
Teacher institutes________________ ... 30,766 | 27,031 36,981
Guidance counsellors_____________________________..____ 1,980 1,650 1,650
Teachers of the handicapped. .. ... _______.______________ 8,320 9,765 9,765
National Teacher Corps__ ... 1,600 3,700 5,950
National Science Foundation:
Obligations_ . _ . $42 $42 $40
Number of teachers trained:
Teacher institutes_______ ... 43,950 38,085 35,716
Cooperative college-school program___ ... ... _______ 3,231 3,424 12,000
Total teachers trained_ ______________________._____________. 102,875 | 102,220 | 123,342

Assistance for higher education.—Legislation in recent years has
provided unprecedented Federal aid for college and graduate students.
In 1968, the Office of Education and other Federal agencies will provide
substantially increased support for academically qualified under-
graduate students in need of financial assistance. An estimated total
of $1.1 billion in financia™ aid will be provided through federally-aided
scholarships, loans, insured loans, and work-study programs. Net
budget expenditures for such student aid, however, will total only
$368 million because of sales of participations in Government-held
loans and because of increased reliance on insurance of private loans.
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Aid by the Office of Education and Veterans Administration for
undergraduate students is as follows:

AID FOR UNDERGRADUATE COLLEGE STUDENTS

[Fiscal years. Dollars in millions]

Program 1966 1967 1968
actual estimate | estimate
Office of Education:
Aid provided or guaranteed. ... ________ ... ... ___.__.. $418 $919 $1,127
Number of students aided (thousands):
Educational opportunity grants______.___.__________.__._ 134 221 285
National Defense Education Act loans______________....__ 400 435 437
Work-study _ .. oo 190 191 226
Insured private loans. ... _____________________________ 105 480 750
Veterans Administration: !
Aid provided or guaranteed . ____.______.___________.______ $30 $310 $410
Number of students aided (thousands) . _.________.______._. 17 455 478
Total number of student grants and loans®___________________. 846 1,782 2,176

i Funds are included under Veterans Benefits and Services.
2 Involves some duplication, because a number of students are assisted under more than one
program; also includes some aid to graduate students.

Legislation is being proposed to authorize (1) loans to colleges and
universities to provide capital for their student loan funds under the
National Defense Education Act and (2) sales of participations in such
loans. This increased use of private rather than public credit will
reduce net budgetary outlays by an estimated $100 million, but the
number of students receiving loans will be the same in 1968 as in 1967.

New obligational authority of $450 million is recommended for
fiscal year 1968 for higher education academic facilities grant pro-
grams of the Office of Education, under which funds are provided for
the construction of classrooms, laboratories, and libraries.

New loans for academic facilities will total $200 million, the same
as in 1967. These loans permit higher education institutions to bor-
row a portion of the cost of new or remodeled academic facilities.
In 1968 they will continue to be financed in part by sales of participa-
tions in earlier loans.

A strong level of demand has been continuing for academic facility
loans and for dormitory construction loans under the college housing
program of the Department of Housing and Urban Development.
This is due primarily to the recently enacted reduction in Federal
interest rates for these loans. This reduction attracted applications
from colleges previously obtaining private financing at somewhat
higher but still reasonable interest rates. To insure that the Federal
loan program is not merely substituting for available private credit,
legislation will be proposed to adjust the present statutory rate to
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more reasonable levels. In that way, Federal resources will be con-
centrated on those cases where private financing at such reasonable
rates is not available.

Under this proposed legislation, new loan reservations of $300
million are expected in 1968 for the college housing loan program—
the same program level as in 1967. This amount will support the
planning and construction of living spaces for 50,000 college students.
However, sales of participations will exceed expenditures by $1.3
billion compared with $253 million in 1967.

This budget includes a supplemental appropriation of $350 thousand
for fiscal year 1967, to start a center for international education in
the Department of Health, Education, and Welfare. New obliga-
tional authority of $37 million is requested for 1968 for the center,
which will make grants to institutions of higher education for programs
to increase understanding of foreign nations and cultures.

Expenditures for other aids to higher education institutions, in-
cluding funds for equipment, land-grant institutions, and assistance
to smaller colleges which have severely limited resources, will be
$79 million in 1968.

Education — Program Trends

Number of

Grants and Loan:

Office of
Education

Number Enrolled
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Assistance to science education and basic research.—This
category covers the expenditures of the National Science Foundation,
which are estimated at $455 million in 1968. This represents an in-
crease of $60 million over the 1967 level. One-third of this increase
will be used to improve the quality of science training and research
at colleges and universities, including a pilot program to determine
the feasibility of improving graduate and undergraduate education
through student use of electronic computers for course work.

Another half of the additional funds in 1968 will be devoted to basic
research grants and contracts, primarily to universities, to expand
fundamental knowledge in fields of growing national concern, such as
oceanography, atmospheric sciences, social sciences, and chemistry.

Other aids to education.—Expenditures for other educational
programs are estimated to increase from $631 million in 1967 to
$737 million in 1968. These increases are primarily for libraries,
extending and broadening Federal support for educational television,
and research.

Legislation is proposed to support projects experimenting. with
different methods of providing vocational education, particularly
for students not planning to go to college and for the disadvantaged.
This program will be oriented toward those occupations most in
demand in our changing economy. The budget also provides for a
309 increase in 1968 for vocational education for American Indians.

Efforts will be expanded to provide basic education more effectively
for a larger number of the millions of functionally illiterate adults
unable to participate fully in the economy or in the life of their
communities.

Expenditures by the National Foundation on the Arts and the
Humanities will increase to $15 million in fiscal year 1968. Grants
will be made to States, artists and scholars, institutions, and other
organizations to encourage high standards in performance and schol-
arship and to support research, publication, and better apprecia