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A NOTE ON THE FORMAT OF THE BUDGET

Data relating to the budget for 1969 are published in a group of
five documents. The Budget of the United States Government, 1969, is
presented in & 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, 1969—Appendiz
contains the text of appropriation estimates proposed for the con-
sideration of Congress together with specific supporting information
on the various appropriations and funds, as well as supplementary
schedules required by law. :

The Budget of the United States Government, 1969—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, 1969, is
available for those who wish a more concise and less technical pres-
entation than any of the foregoing three official volumes. A second
pamphlet type of publication, Special Analyses, Budget of the United
States, 1969, contains thirteen special analyses of significant aspects
of the Federal budget, including those printed in the compact volume.

Budget documents for fiscal year 1969 are available from the
Superintendent of Documents, U.8. Government Printing Office,
Washington, D.C. 20402. (Paper covers only.)

1. The Budget of the United States Government, 1969 ($1.75).

2. The Budget of the United States Government, 1969—Ap-
pendix ($8.00).

3. The Budget of the United States Government, 1969—The
District of Columbia (to be issued later).

4. The Budget in Brief, 1969 (35 cents).

L1

. Special Analyses, Budget of the United States, 1969 (70
cents).

U.8. GOVERNMENT PRINTING OFFICH
WASHINGTON : 19688

For sale by the Superintendent of Documents, U.S. Government Printing Office
Washington, D.C. 20402 - Price $1.75
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BUDGET MESSAGE OF THE PRESIDENT

To the Congress of the United States:

The budget I send you today reflects a series of difficult choices.
They are choices we cannot avoid. How we make the choices will affect
our future as a strong, responsible, and compassionate people.

We now possess the strongest military capability that any nation
has ever had. Domestically, we have enjoyed an unparalleled period
of economic advance. Nevertheless, we are confronted by a number of
problems which demand our energies and determination,

Abroad we face the challenge of an obstinate foe, who is testing our
resolve and the worth of our commitment. While we maintain our
unremitting search for a just and reasonable peace, we must also
continue a determined defense against aggression. This budget pro-
vides the funds needed for that defense, and for the maintenance and
improvement of our total defense forces. The costs of that defense—
even after a thorough review and screening—remain very large.

At home we face equally stubborn foes—poverty, slums and sub-
standard housing, urban blight, polluted air and water, excessively
high infant mortality, rising crime rates, and inferior education for
too many of our citizens. In recent years, we have come to recognize
that these are conquerable ills. We have used our ingenuity to develop
means to attack them, and have devoted increasing resources to that
effort. We would be derelict in our responsibilities as a great nation if
we shrank from pressing forward toward solutions to these problems.

But faced with a costly war abroad and urgent requirements at
home, we have had to set priorities. And “priority” is but another
word for “choice.” We cannot do everything we would wish to do.
And so we must choose carefully among the many competing demands
on our resources.

After carefully weighing priorities, I am proposing three kinds of
actions:

* First, I have carefully examined the broad range of defense and
civilian needs, and am proposing the selective expansion of exist-
ing programs or the inauguration of new programs only as nec-
essary to meet those urgent requirements whose fulfillment we
cannot delay.

* Second, I am proposing delays and deferments in existing pro-
grams, wherever this can be done without sacrificing vital national
objectives.

7
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8 THE BUDGET FOR FISCAL YEAR 1069

e Third, I am proposing basic changes, reforms, or reductions de-
signed to lower the budgetary cost of a number of Federal pro-
grams which, in their present form, no longer effectively meet
the needs of today. '

Federal programs bring important benefits to all segments of the
Nation. This is why they were proposed and enacted in the first place.
Setting priorities among them, proposing reductions in some places
and fundamental reforms in others, isa difficult and a painful task. But
it is also a duty. I ask the Congress and the American people to help
me carry out that duty.

Even after a rigorous screening of priorities, however, the cost of
meeting our most pressing defense and civilian requirements cannot be
responsibly financed without a temporary tax increase. I requested
such an increase a year ago. On the basis of changed fiscal conditions,
I revised my request in a special message to the Congress last August.
I'am renewing that request now.

There is no question that as a nation we are strong enough, we
are intelligent enough, we are productive enough to carry out our
responsibilities and take advantage of our opportunities. QOur
ability to act as a great nation is not at issue. It is our will that is
being tested. A

Are we willing to tax our incomes an additional penny on the dollar
to finance the cost of Vietnam responsibly? Are we willing to take
the necessary steps to preserve a stable economy at home and the
soundness of the dollar abroad ?

One way or the other we will be taxed. We can choose to accept the
arbitrary and capricious tax levied by inflation, and high interest
rates, and the likelihood of a deteriorating balance of payments, and
the threat of an economic bust at the end of the boom,

Or, we can choose the path of responsibility. We can adopt a
reasoned and moderate approach to our fiscal needs. We can apportion
the fiscal b’urden equitably and rationally through the tax measures I
am proposing. _

.The. question, in short, is whether we can match our will and deter-
mination to our responsibilities and our capacity.

BUDGET SUMMARY

I am prt.asenting my 1969 budget under the new unified budget con-
cept unanimously recommended by the bipartisan Commission on
Budget Concepts I appointed last year. Among the many changes
recommended by the Commission and incorporated in this year’s
budget presentation,two stand out: :
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THE BUDGET MESSAGE OF THE PRESIDENT 9

* First, the total budget includes the receipts and expenditures of
the trust funds, which were excluded from the traditional “admin-
istrative budget” concept. Because some $47 billion of trust funds
are included in the new budget concept, its Zotals are much larger
than those in the old administrative budget.

* Second, when the Federal Government makes a repayable loan,
the effect on the economy is very different than when it spends
money for a missile, a dam, or a grant program. A loan is an
exchange of financial assets. Unlike other outlays, it does not
directly add to the income of the recipient. Consequently, the
Commission on Budget Concepts recommended that the budget
identify and distinguish “expenditures” from “lending,” and, for
purposes of evaluating economic impact, show a separate calcula-
tion of the surplus or deficit based on expenditure totals alone. My
budget presentation follows this significant recommendation.

This budget carries a special section showing the relationship
between the new and the old concepts,

The 1969 budget proposes outlays of $186.1 billion, of which:

* $182.8 billion isspending.

* $3.3 billion is net lending.

Including the effects of the tax increase I am proposing, revenues
in fiscal year 1969 are estimated at $178.1 billion.

On the new budget basis, the overall deficit of $8.0 billion anticipated
in 1969 compares with an estimated deficit of $19.8 billion in 1968.
Thus, the reduction in the deficit is estimated to be $11.8 billion.

A Dbetter measure of the direct impact of the Federal budget on
the Nation’s income and output is given by the expenditure account
(which excludes the lending programs of the Federal Government).
The expenditure deficit in fiscal year 1969 is estimated at $4.7 billion,
a reduction of $9.3 billion from 1968.

Between 1968 and 1969 the normal growth in revenues—associated
with rising incomes and business activity—is expected to be $11.5 bil-
Lion. This more than covers the rise in budget outlays between the two
years—estimated at $10.4 billion. Consequently, all of the revenues
from the proposed surcharge and the speedup in corporate tax pay-
ments will be applied towards reducing the budget deficit.

To carry forward the proposals in the budget, I am requesting new
budget authority of $201.7 billion for 1969, of which $141.5 billion will
have to be provided through appropriation bills or similar action
during the current session of Congress. The remainder will become
available under existing law without current congressional action,

including the social insurance trust funds and interest on the publie
debt,
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10 THE BUDGET FOR FISCAL YEAR 1069

SUMMARY OF THE BUDGET AND FINANCIAL PLAN

[Fiscal years. In billions]

ripti 9
Description :‘GZ:ZI g.:i’::tg ellig:ute
Budget authority (largely appropriations):
Previously enacted. oo eemeiaeeae $135.41 $125.1 |-
Proposed for current action by Congress. .- ceeueocacenaaocf-mmaacaamn 3.31 1415
Becoming available without current action by Congress..____._ 58.7 6.9 73.1
Deductions for interfund and intragovernmental transac-
tions and applicable receipts - -Nn.51 -8 -12.9
Total, budget authority. .- 182.6 186.5 01.7
Receipts, expenditures, and net lending:
Expenditure account:
Receipts 149.6| 155.8| 178.1
Expenditures (excludes net lending) ..o oo occaerans 153.2 169.9 182.8
Expenditure deficit (—) o =361 ~—14.0 —4.7
Loan account:
Loan disbursements. . _.ooooocoeeooneccceccccccanean 17.8 20.9 20.4
Loan repayments. - - - oo ccoeooomeccecm e mc e e —12.6 | -—=15.1 —17.1
Net lending... o oo ool 5.2 5.8 3.3
Total budget:
Receipts - -- 49.6| - 155.8| 178.1
Outlays (expenditures and net lending) .. _.oueoo _aon__ 158.4 175.6 186.1
Budget deficit (—) .| -88( -—19.8 -8.0
Budget financing:
Borrowing from the public. - ——- 3.6 20.8 8.0
Reduction of cash balances, etc__ ..o oo ooooooaoo oL 5.3 —-1.0 *
Total, budget financing oo _ooeeoeno - 8.8 19.8 1" 8.0
Outstanding debt, end of year: L’,:f,
Gross amount oufltnnding ...................... 30.5 .3 370.0 387.2
Held by the public ween 2656 269.2 290.0 298.0

*Less than $50 million.

FISCAL PROGRAM FOR 1969

Econymic background.—The overall fiscal policy for 1969 has
been designed to achieve four major goals:

* Continuation of sustained growth in jobs and real income for

the American people.

* Lessening of inflationary pressures.
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THE BUDGET MESSAGE OF THE PRESIDENT 11

* Improvement in the U.S. balance of payments.

* Reduction in Federal borrowing, aimed at reducing the upward

pressure on interest rates.

In March, the American economy will achieve a new milestone
as it enters its eighth year of sustained expansion. No prior period
in our history has been marked by an expansion of such long dura-
tion. Each month that we continue to move ahead creates its own new
record. And this record translates into jobs, incomes, and rising
living standards for the American people.

During the past 4 years, the continued expansion has resulted in:

* the creation of 7 and a half million new jobs;

* an increase of 21% in national output;

* arise of 18.8% in per capita income after taxes and after adjust-

ment for price change;

* a rise of 12% in output per man-hour in the private sector of the

economy ;

¢ a decline of 614 million in the number of people living in poverty;
and
a rate of unemployment which, for the past 2 years, has averaged
less than 4% of the labor force and now stands at 3.7%.

Many factors contributed to this unparalleled achievement. But
chief among them was the flexible use of fiscal policy—particularly
the tax reductions and reforms of 1962, 1964, and 1965. A lagging
economy was set in motion and sustained in expansion through these
actions.

Between calendar years 1961 and 1965, economic growth was ac-
companied by n remarkable degree of price stability. Wholesale indus-
trial prices rose by about one-half of 1% per year. The annual in-
crease in consumer prices was about 114 %.

Since 1965, however, our economic achievements have been marred
by an accelerated rate of price increases. Although these increases have
not been as great as those in many other industrial countries, the con-
sumer price index in the past 2 years has risen at an annual rate of
2.9%, and wholesale industrinl prices at an annual rate of 1.8%.

Interest rates on loans and securities of all types have advanced
sharply, first in 1966, and then after a short period of decline, again
in 1967. Our balance of payments deficit—which had been reduced
from $3.9 billion in 1960 to $1.4 billion in 1966—took a sharp turn
for the worse in 1967.

The problems of rising prices and interest rates, and a worsening
balance of payments, arise from many causes. And their correc-
tion will require a variety of measures. But central to any attack upon
them is a fiscal policy which-—through a combination of expenditure
control and tax increase—slmrply reduces the inappropriate stimulus
gRFedeml budget deficit in today’s vigorous economy.
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12 THE BUDGET FOR FISCAL YEAR 1069

11958 - 1959 1960
Lo Fcal Yeam

‘We are now spending approximately $25 billion annually to support
our efforts in Vietnam——in the 4 fiscal years, 1966 through 1969 com-
bined, we will have spent more than $75 billion. Our annual expendi-
ture for this purpose amounts to about 3% of gross national product.
Other outlays, exclusive of social insurance trust funds, have been
declining as a share of the Nation’s income and output in recent years.

It is not the rise in regular budget outlays which requires a tax increase,
but the cost of Vietnam.

BUDGET OUTLAYS AS A PERCENTAGE OF GROSS NATIONAL PRODUCT

[Fiscal years]

Average 1965 1968 1969
1958-1960 actual estimate | estimate
actual
Total outlays:
Vietmam_ .. i, * 319 3.0%
Social insurance trust funds..._.._._.__.____._._ 3.09, 3.4¢, 4.2 4.4
Otheroutlays._.__. . . .. oo ... 16.0 14.6 14.2 13.9

*Less than 0.05%.
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THE BUDGET MESSAGE OF THE PRESIDENT 13

The tax increase I am requesting is in the same form as (he one
I recommended last year—a temporary 10% surcharge on individual
and corporation income taxes. I again strongly urge its early approval
by the Congress, with an effective date of January 1, 1968, for corpo-
rations and April 1, 1968, for individuals.

With enactment of the tax measures proposed in this budget—the
surcharge, extension of excises, and the acceleration of corporate tax
collections—the total budget deficit can be cut by more than half
between 1968 and 1969. Without the tax measures, the deficit in 1969
would remain close to $20 billion for the second year in a row. In
an economy already moving strongly upward, such a deficit in 1969
would clearly add sharply to inflationary pressures.

Inflation robs the purchasing power of those living on fixed incomes.
It is a regressive tax which strikes hardest at those least able to afford
it—the poor and the elderly.

By raising the price at which we must sell in foreign markets, infla-
tion also causes our export industries to suffer and our imports to
increase more rapidly. Perhaps even more importantly, failure to take
decisive fiscal action to reduce our budget deficit would raise strong
doubts throughout the world about America’s willingness to keep its
financial house in order.

Finally, unless we take action to reduce the budget deficit signifi-
cantly, Federal borrowing is likely to be so large as to drive up interest
rates and reduce the availability of credit, especially to home buyers,
small businessmen, and State and local governments.

Revenues.—The $178.1 billion in estimated revenues for fiscal year
1969 includes $12.9 billion from the tax measures I am proposing—
the temporary income tax surcharge, the extension of present excise
tax rates, and the speedup in corporation tax payments.

As T have repeatedly noted, the temporary surcharge represents a
modest addition to our current tax bills. It would spread most equita-
bly and fairly the cost of the commitments we must meet. It would
exempt entirely from increased taxation about 17 million Americans
whose low incomes place them within the first two tax brackets. It
would not be haphazard and capricious like the tax of inflation. In
terms of the income of individuals subject to the surcharge, the tax
increase would average about one additional penny on the dollar. And,
unlike inflation, it can be removed promptly if no longer wavranted
by our unusual outlays in Southeast Asia.

I am also proposing that the telephone excise tax of 10% and the
automobile excise tax of 7% be extended at these rates beyond April
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14 THE BUDGET FOR FISCAL YEAR 1969

BUDGET RECEIPTS
[Fiscal years, In billions]
Source ALZ?:ZI eotli',l:gte u:i?-':te
Individual income taxes..... - $61.5 $67.7 ssog
Corporation income taxes - 340 31.3 .
Excise taxes - e 13.7 13.8 4.7
Employment taxes. - . - 27.8 2.7 34.2
All other receipts__._ 12.6 13.3 14.1
Total. ..o ccccmcccceccc s 149.6 155.8 178.1
Under existing Iaw. oo oo oooeemcceeccaccceecnecmeieanean 149.6 | 152.8] 165.0
Under proposed legislation:
TAX IMEASULES... e o e e mcmonaeeameemeeancemmeenmes|mmeamcccen 3.0 12.9
User charges. ..c-e-.-- ———— . N IO 3

1, 1968, instead of dropping to 1% and 2%, respectively, as provided
in present law. In addition, the Congress should enact the proposals
made last year to modify the provisions for current payment of the
corporate income tax so that they correspond to the current payment
provisions applicable to individuals.

An estimated $4.4 billion of the increase in revenues in 1969
will come from employment taxes which finance social security and
other trust fund programs. Under the recent amendments to the
Sociel Security Act, the annual wages on which each employee’s
social security taxes are paid rose from $6,600 to $7,800 as of Jan-
uary 1, 1968, and the combined employer-employee payroll tax will
increase from 8.8% to 9.6% on January 1, 1969.

I am also recommending a number of new and increased user
charges for programs in which the services provided by the Federal
Government yield direct benefits to specific individuals and businesses.
These charges—notably in the field of transportation—will, and
should, shift the burden of financing from the general taxpayer to
those who benefit directly, and make the provision of these services
dependent upon the willingness of the user to pay for them.

Outlays.—The $186.1 billion in total budget outlays for 1969 rep-
resents an increase of $10.4 billion from the current fiscal year. Al-
most all of this increase is accounted for by rising outlays for defense
and for relatively fixed charges under present laws.

Of the total $10.4 billion increase:

* $3.3 billion is for national defense;

* $4.2 billion is for the Federal Government’s social insurance pro-

grams (chiefly social security and Medicare) ;
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THE BUDGET MESSAGE OF THE PRESIDENT 15

* $1.6 billion is for the second step of the civilian and military pay
increase enacted last year; and

* $1.3 billion is for other relatively fixed charges (interest, pub-
lic assistance, veterans pensions, etc.).

CONTROLLABILITY OF BUDGET OUTLAYS

[Fiscal years. In billions]

1967 1968 1969 Change.
Type of controllability actual cstimate | estimate "169369“
National defense. ... ..oovinan e, $70. 1 $76.5 $79.8| +9$3.3
Relatively uncontrollable civilian programs:
Open-ended programs and fixed costs:
Social security, Medicare, and other social in-
surance trust funds_ ... _....occeoeoien... 30.3 34.3 38.5 44.2
Interest oot eeeeea 12.5 13.5 14.4 +.9
Civilian and military pay increase ... ..o | oo )eoiaeail 1.6 +1.6
Veterans pensions, compensation, and insurance. 4.9 5.1 5.2 +.1
Public assistance grants__ ... ... _....... 4.2 5.2 5.7 +.5
Farm price supports (Commodity Credit Cor-
POration) ... ... iieamieam————— 1.7 2.8 2.9 +.1
Postal operations_. ... oooiieio. 8 7 3 -4
Legislative and judiciary. ... coooooeooaonnns 3 4 -4 *
Other .o eeeeaanae 2.4 2.7 2.8 +.]
Subtotal, relatively uncontrollable civilian
PrORIAMS. .. iieciccmmoccman 57.1 64.7 71.8 +17.1

Relatively controllable civilian programs, including
outlays from prior year contracts and obligations. _ 352 39.0 39.5 +.5
Undistributed intragovernmental payments (—) ... —4.0 —4.6 -5.0 -.5
Total budgetoutlays. . ... .c.omeeeo-.. 158. 4 175.6 186. 1 +10.4

*Less then $50 million.

Outlays in relatively controllable civilian programs are estimated to
rise by $0.5 billion from 1968 to 1969. This rise is more than accounted
for by an increase of $114 to $2 billion in payments on prior contracts
and obligations. On the other hand, budget. outlays by the Federal
National Mortgnge Association trust fund are scheduled to decline.
All other outlays in relatively controllable civilian programs will be
essentially unchanged from 1968 to 1969.

Within this relatively stable total, however, there are a large num-
ber of individual increases and decreases. Tight budgeting does not
mean an indiscriminate “hold-the-line” on all programs. Rather, it
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16 THE BUDGET FOR FISCAL YEAR 1069

implies a rigorous application of priorities, providing increases .
where needs are urgent and returns high, slowing the growth of pro-
grams with less urgent priority, and reducing outlays where require-
ments have decreased or programs have become outmoded.

In the application of this priority system, my budget provides
selective increases for a number of urgent domestic programs, par-
ticularly:

* manpower training;

« Model Cities;

» programs to control the rising crime rate;

o family planning and health care for mothers and infants;

* air and water pollution control; and

¢ research in better methods of education, and assistance in

increasing the supply of qualified teachers.

These and the other selected programs for which I am recommend-
ing increases, respond to the most urgent needs of our Nation today—
the basic problems of poverty, crime, and the quality of our environ-
ment. I urge the Congress to give them the most careful considera-
tion. We can ignore thess problems only at grave risk of harm to the

fabric of our society.
BUDGET OUTLAYS
[Fiscal years. In billions]
Description llc’tﬁl u:iq:ggte es:i’nst:tc ?gﬁ.ﬂ“l:.
1969
National defense. ... —coeeeomomeeneene. $70.1 76.5 8| +93.3
Social l;cuunrity. Medicare, and other social insurance ; -
trustfunds....cooeeen L. - c——— 30. 2
Other major social programa: ? #3 3 *
Education. ... - 4.0 4.5 4.7 +.2
Health (excluding Medicare) - ..........._.... 34| 44| 49| 45
Labor and manpower.... .. ——- 1.1 1.3 1.5 +.2
e;ommnc opportunity programs.............._._. 1.5 1.9 2.0 +.1
Uf:nu- : 3.9 4.6 4.9 +.3
Jrban community development, and low and
m?derm income housing._........_._.______ 1.1 2.0 2.3 +4
Regional development. . 2 4 5 +.1
L‘:ﬁ;ﬁ - 25| B35 4| +9
Chvli and military payinerease ... . V...l .~ 1.6 +1.6
otner "o )
ther__.._ SO 34.2 ) . -8
Undistributed intragovernmental payments (—).___| ~4.0 —32: _323 -5
Total budget outlays........_____________ 158.4| 175.6] 186.1| +10.4
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At the same time as I propose selected increases, I have taken other
steps to hold budget totals to the minimum consistent with the national
security and well-being. My budget provides for:

* the cutback of controllable programs in 1968 which the Congress

enacted upon my recommendation;

* reductions, deferrals, and program. reforms, which would reduce
program levels in a variety of Federal activities by $2.9 billion
in 1969;

* a determined effort to slow the pace of federally financed con-
#truction programs as much as possible consistent with orderly
government and sound practices;

* a careful revicw of all hudget requests to insure that increases are
recommended only in case of high priority programs.

Budget authority.—Before Federal agencies can spend or lend
funds, the Congress must enact authority for them to incur financial
obligations and make the payments required to meet these obligations.
Most of this authority is provided in the form of appropriations.

For fiscal year 1969, n total of $201.7 billion of such authority is
proposed :

* New obligational authority of $197.1 billion for expenditure ac-

count programs, and

* Lending authority of $4.6 billion for loan account programs.

Not all of this authority will be fully obligated or spent in 1969 ; some
of it is needed to provide the authority for major procurement, con-
struction, loan contracts, and other large-scale activities in which obli-
gations made in one year result in outlays over a period of years.

Of the total budget authority recommended for 1969, the Congress
would have to act on $141.5 billion during the current session. The
remaining authority will become available under existing law without
further action by the Congress. Such authority consists chiefly of trust
fund programs (under which the revenues of the specinl taxes and
other specific receipts financing the programs are automatically appro-
priated) and interest on the public debt.

The authority for 1969 which the Congress is being asked to enact
is $13.1 billion greater than the current estimate for 1968, but onl.y $6.1
billion higher than the amount enacted 2 years ago. Current action by
the Clongress to provide budget authority varies widely from‘ year to
Year because in several large programs—highways, TVA electric power
construction, and the special assistance functions of the Depnrtme.nt o_f
Housing and Urban Development, for example—budget authority is
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18 THE BUDGET FOR FISCAL YEAR 1969

BUDGET AUTHORITY
[Fiscal years. In billioms]
Duciin 9 | i | bzt
i action by the Congress:

A'l::hevwmlyb'h “IW:;‘;!:!.I-OT ’... " Jos1%5.4 | $125.1 .----‘-38-;
Proposed in this budget.«.ee.omnemmaecmmccacmamennmaoar|semm s enn | n e oo $138.
To be requested separately: » 3.0 .

For supplemental requirements under present | P22 .2 o
Upon enactment of proposed legislation - . . .
Allowances: ] 6

Civilian and military pay nCrease. ... o-wcoecncomnmcnnjoancemconnfemamms=s ¢
Contingencies. . o ovceemencoocnmamonnmnrmmnemmreensasan|oamnasnann 2 .

Subtotal, available through current action by the Congress. 135.4 128.4 141.5

Available without current action by the Congress (permanent

suthorizations) :
Trust funds. 41.7 50.1 4.0
Interest on the public debt. S 13.4 14.4 15.2
Other 3.6 5.4 3.9
Interfund and intragovernmental transactions (=)-cooccaca_.- —6.6 ~1.4 ji
Applicable receipts from the public (—) —4.9 —4.4
Total budget authorty . - —ooccoeecemeomceoceomaen 1826 | 1865 W07

*“Less than $50 million.

provided in 1 year to cover a number of succeeding years. In fiscal year -
1968, there is a considerable decline in the amount of such multiyear
authority.

Of the $15.2 billion increase in total budget authority in 1969, $6.2
billion is for the Department of Defense and military assistance pro-
gram, $3.9 billion is available for trust funds, $0.9 billion is for interest
on the public debt, and $1.6 billion for the military and civilan pay
raises effective July 1,1968,

The remaining increase in budget authority totals $2.6 billion.
Major increases in this remainder are

* $586 million for public assistance and payments to the Medicare
trust fund.

* $507 million for foreign economic assistance, to meet minimal

development needs, primarily in Latin America and Asin, follow-
Ing the reductions in this program last year.

* $442 million for Federal manpower activities of civilian agencies.

* $163 million for the Office of Economic Opportunity (apart from
1ts manpower activities),

. $2t:5d m}ill:o:h for the Atomic Energy Commission, largely associ-
a8 Wi 4 . * 4. * . .
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+ $688 million for the Mode] Cities program.

Major decreases from 1968 to 1969 include:

e $401 million for construction grant programs of the Office of
Education.

* $254 million for the Post Office, reflecting the postal rate increase
enacted in 1967.

* $204 million for health construction grants.

e $218 million for the National Aeronautics and Space Admin-
istration, because requirements for the Apollo program are
declining.

* $81 million for certain Corps of Engineers construction activities.

This budget includes for fiscal year 1968 $3.4 billion in supple-

mental appropriations recommended for enactment this year, along
with the related outlays. Of this total, $1.1 billion represents the
current year's cost of the pay raise for Federal personnel, over and
above amounts the agencies have been able to absorb. The other major
supplemental requirement is $1.6 billion for the Department of Health,
Education, and Welfare, largely for welfare payments and medical
assistance, and for the Government’s payments to the health insurance
trust fund.

BUDGET PROGRAM REDUCTIONS AND REFORMS

In this budget I am recommending two kinds of measures to reduce
Federal outlays.

First, I am proposing certain reductions which primarily reflect
the stringent nature of the 1969 budget. I am, for example, recom-
mending a temporary reduction in certain construction programs, not
because they have outlived their usefulness, but because a deferral
of this construction is appropriate in & period when we must relieve
inflationary pressures by reducing the deficit.

These reductions reflect a cut in existing program levels in terms of
obligations, commitments, or contracts, which can be accomplished
without substantially altering the character of the affected program.
Such reductions are estimated to bring 1969 programs some $1.6
billion below 1968 appropriated levels.

Second, T am recommending long-run reforms and modifications
to eliminate certain programs or make them more effective. As the
economic and social profile of the Nation changes, Federal programs
must also change—or run the risk of being inappropriate, ineffective,
and irrelevant.

Under the reform proposals, the program level of older outmoded
activities would be reduced, or, in certain cases, charges for benefits
would be imposed or substantially increased. These proposed reforms
are estimated to reduce the 1969 budgetary burden for these programs

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



20 THE BUDGET FOR FISCAL YEAR 190690

by $1.2 billion below the prior year's levels. The corresponding amount
for 1970 is estimated at.$1.4 billion.

Change will not be easy. Many revisions will require legislation,
for which I seek congressional support and approval. Many of these
programs have lived long lives and recipients have become accus-
tomed to enjoying their benefits. Nevertheless, today’s priorities de-
mand change—no matter how difficult it may be.

The expenditure savings from these reductions and reforms will
not all occur in 1969, but will be spread over several years. These
proposals, shown in the accompanying table. will tonch nearly every
major agency in the Federal Government.

BUDGET PROGRAM REDUCTIONS AND REFORMS

[Fisesl years. 1o milhons]

Cute below 1968
program level,
Agency and program s¢ funded
1969
BUDGET REDUCTIONS
Agriculture:
Farm operating 1oans. «ceee e ceemnceanciccacacnicaarsaccaccieacnan -3$50
Rural electrification 1oans. . o ceoneeeieenceneenccenenrnrcaaceracnns -45
Forest roads and trails. .eoeceeneecianuceecennceceeccnacccveananas L4
Sewerand water 10aNs. . ..ouenoeiienneeiiaseneeiresaearnanaaaas -2
Water and sewer grants.....ccoecuecceennnacnncaccccamencecmsnsas -3
Watershed protection program....ceoocceccncacceciccecnceaoccauns -17
Flood prevention program. ... ..cevovoecneaaccenncasacsccncnnscens -
Agricultural researeh.. .o oonee e eaeeeae e ~15
Forest protection and utilization. ..o...oveeeevessnsmcoeceonneannes -2
Great plains conservation program.......c.ceececcecccememaracennns -2
L0 P U -1
Subtotal, Agricultire. - .eveemeneeemaeeeenreeeinaneeennanannns 197
Commerce:
Ship cOSIIUEHON. . -« .o oeeceeeiecanancacoaeamemsansmcsascmancas ~156
Research—Maritime Administration. . ... euoeeeoecvoemencreceinns -7
”___”
Subtotal, Commerte. . ....ceenuunnnmeoo i eaemaa——n-e ~163
Health, Education, and Welfare:
College Facility grants. ... oeonenemeeeeceieict o creaecicennaan ~24
Books, equipment, guidance, and testing grants. ... ..o _.oouonn..o -1
Health research facilities construetion. ... oo oonoeoooeneccaeonnan -0
School aid to federally impacted areas.......oevoeeeeoooemenecannne-.. -
Medical library construction grants. .c...eeceeeceeeeomaanaeancecne -10
M
Subtotal, Health, Education, and Welfare. ... ....ooecemnannn.n. —400
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BUDGET PROGRAM REDUCTIONS AND REFORMS—Continued
{Fiscal years. In millions]

Cuts below 1968
program Jeval,
Agency snd program as funded

1969

BUDGET REDUCTIONS—Continusd

"Housing and Urban Development:
Grants for basic water and sewer facilities. . —4$25
Public fadlity loans -10
Special assistance for market rate mortgages—Federal National Mort-
gage Association. =27
Subtotal, Housing and Urban Development —62
Interior:
Reclamation program =27
Indian construction programs -2
Road programs -6
Sport fisheries construction. . -5
Commercial fisheries construction.. . - - ... -1
Subtotal, Interior. . . —61
Justice: Elimination of new prison construction. -1
State: Educational exchange...._...ccccumeeecaaccccaaas -~
Atomic Energy Commission:
Production of special nuclear materials ... cerioccmminnnnnaas -12
Nuclear rocket program . - ~10
Space electric POWEr - o —eooeeenceneesemmmmennacan -8
Civilian application of nuclear explosives (Plowshare) ..o cceveevenene -6
Subtotal, Atomic Energy Commission.. . ccccoccocerarmannonnan -36
General Services Administration: Construction.. ..ococezeacecccanenas -143
National Aeronautics and Space Administration: Manned and unmanned
exploration and other programs. . - ccoececacaioccececommmmannnaaas -447
National Science Foundation: Institutional science programs....coco-.--- -3l
Small Business Administration:
Business loans . . -40
Economic opportunity loans. . .......-. . . -25
Investment company loans. .. —-coveemn.- =25
Subtotal, Small Business Administration. - -9
Tﬂt‘l' W m.. -1 vm
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22 THE BUDGET FOR FISCAL YEAR 1969

BUDGET PROGRAM REDUCTIONS AND REFORMS—Continued

{Fiscal yesrs. o millions)
s e e e . o —
1969 i 1920

PROGRAM REFORMS '

Agrieniture:
Agricultural conservation program—limit to practices with long-term
T RO T TN UUUUUPRRTE S 1P l -3
EEEEEELE e S
Health, Edueation, and Welfare: School sid to federally impacted areas— - x
tic payments more closely to Federal burden.............ccocooenn. aaan eneen ; -100
. e —
Housing and Urban Development: Private housing—place greater reliance !
on the private market (requiting change in statutory intercst sate | ‘
P o) T USSP ‘ -689 ! i
'iae T
Labor: Institute user charges to recover exp under Longshoremen
and Harbor Workers Compensation Act. .. ...ooiveooiiiininioniiiaaaas -3 -3
ey
Transportation:

Waterways—impose LAX ON USers. .. ooereneiaaeesenconseanee. ooe
Highway trucking—increase tax on dicsel fuels and apply gradusted !

use tax by welghtooceonnnn i e -39 -30
Subtotal, Transportation. . . ..ccovoiaiemiiaiciiiiaieianins ; 286 ‘ -3
L e
Veterans Administration: '
Compensation—eliminate statutory payments for cases of arrested
tubereulosis. . . . .ot erannae ~54 ~5
Burial benefits—eliminate duplication with social security. ........... ~4 -
Pensions—count railroad retirement benefits as part of income in setting
amount of VeLerans PensIoN. . ... oeunueee e cerancnaneensnn -7 -1
i e
Subtotal, Veterans Administration. ..............oesenveeem-een -w7| -0
Small Business Administration: Disaster loans—employ more equitable
A FIgOTOUS CHEETIR. - - v ceeeoeeeceemene oo s emoeaeeeaeanens | % -%
-
Water Resources Projects of several agencies-—raise the interest rate used |
for evaluating projects. . ... ... i, i M V)
X
Total, program reforms. ..o oo e aaaaas ‘ -1,23% -1.38
S e
Grand total, budget program reductions and reforms, 1969_. _._..... ‘ —2,867

3 While no immediate savings are realized, the long-term effect could be substantisl.

There have been suggestions for a long-range study of Federal pro-
grams, evaluating their effectiveness and proposing reforms. Clearly
more study of potential program reforms is needed. My proposals this

it Oyear represent a first step on which we can and should act now.
gitized for FRASER
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Throughout the years, it has been easier to discuss the need to re-
structure older Government programs, than actually to change them.
I urge the Congress to take prompt and favorable action in support of
these proposals to cull out lower priority programs.

FEDERAL DEBT

On the basis of all revenues and outlays included in the new unified
budget, the Federal debt held by the public will increase to an
estimated $298 billion on Junc 80, 1969, from $290 billion at the end of
fiscal year 1968. A substantial amount of Federal debt is not held by
the public but by Government agencies and trust funds. Federal gross
debt—which is the sum of the amount held by the public and within
the Government—is estimated at $387.2 billion at the end of fiscal year
1969,

During the past year the Congress substantially revised the perma-
nent statutory debt limit, which applies to concepts used in previous
budgets. It also provided for temporary further increases beginning
with the fiscal year 1969, to take care of seasonal fluctuations. On the
basis of the present fiscal outlook, and assuming enactment of the new
tax measures which I have proposed, it should not be necessary to seek
revision of the limit during this session of the Congress.

If and when it becomes necessary to revise the statutory limit, some
modifications in the scope and nature of the limit may be appropriate,
in line with the recommendations of the Commission on Budget

Concepts.
FEDERAL DEBT AND BUDGET FINANCING
{End of fscal years. In billions]
Description 1967 1968 1969
actual estimete | estimate
Federal debt held by the public. - $269.2 $290.0 $298.0
Plus: Debt held by Federal agencies and trust funds... . ... 2.2 80.0 8.2
Equals: Gross Federal debt . .3 370.0 387.2
Of which:
Treasury debt. 322.9 4.1 356.7
Other agency debt 18.5 5.9 0.5
Budget financing:
Borrowing from the public 3.6 2.8 8.0
Reduction of cash balances, ete. 53 -1.0 b
‘Total budget financing. .- . - -- 8.8 19.8 8.0
Total budget deficit -8.8 -19.8 —-8.0

*Less than $30 million,
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o C e m— e e e = A

Under the revised concepts presented in this budget, the Fed-
eral debt includes a wider range of Federal securities than the
direct obligations of the Treasury Department, which have formerly
been regarded as the public debt. Under the new concept, the debt
includes:

¢ Direct obligations of the Treasury :

¢ Securitiesissued by other Federal agencies: and

o Certificates of participation in assets of Federnl agencies ssued

by the Export-Import Bank and by the Federal National Mort-
gage Association for itself and as trustee for several other agencies.

In total, agency obligations other than Treasury securities will
amount to an estimated $25.9 billion on June 30, 1968, and will increase
to $30.5 billion by June 30, 1969,

Increases in borrowing from the public represent the primary means
of financing the budget deficit. Lesser amounts are available from
time to time by drawing down the Treasury's cash halances or from
a portion of the seigniorage on the Govermment's minting operations.

?

BT w Federal Debt Held by The Public
as a Percent of Gross National Product

100 ~
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PROGRAM HIGHLIGHTS

The.budget covers all the expenses which can be reasonably antici-
pated in the coming year. To assure that the total takes into account
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billion in new obligational authority and $2.0 billion in expendi-
tures have been included as special aliowances for 1969. These allow-
ances provide for: (1) civilian and military pay increases required
by law, and (2) unforeseen contingencies and the possible costs of
new programs for which definite estimates cannot be made at the
present time.

The Government’s program and budget for 1969 are outlined briefly
in the table and sections that follow.

BUDCET OUTLAYS
[Fiscal years. In billions]
Function 1967 1968 1969
actual estimate | estimate
Expenditures :
National defense....occoeeoeeoeeoienaecninvmmcamman anee $70.1 $76.5| $79.8
Excluding special Vielnam. . ..o..oooeeeeeencmensceenneaas]  (50.0)]  (52.0)] (54.0)
International affairs and ARANCE. .o ceencrceccaccconnceen 4.1 4.3 4.5
Excluding special Vietnam. ..........cou-eeeeeeeenaacens 3.0 3.9 0
Space rescarch and technology..o oo oo o eeeeusnnnneeneens 5.4 4.8 4.6
Agriculture and agricultural resousces. ...cveococaccconenans 3.2 4.4 4.5
Numl PEIOUPCES . « o eceereccracnocnrcsnsensoaserassoan 2-' 204 2-5
Commerce and transportation. - «..ceveeeemeecacacacecacans 1.3 1.7 8.0
_ Housing and community development. ... .-cesemeecees .6 Jq 1.4
Health, labor, and welfare. . .o ceoerecnanecnan-n 3.5 46.4 51.9
Education._ et emeemeeeteoesasacetameatanecaenanenaennan 3.6 4.2 4.4
Veterans benefits and serviees. ..o oonoomencnemecocccnnoans 6.4 6.8 74
| 12.5 13.5 14.4
&nm‘ wmmt ...................................... 1.5 2-6 2'8
Allowances: 06
Civilian and military pay Increase....oaceoacmceacmmmsnna|-asssnssaafoaanoseses °‘
Contingencies. . eemecememeasecemsesenen|maemmmanes N .
Undistributed intragovernmental payments: 2.0
Government contribution for employee retirement (—)..--. -1.7 -1.9 "3‘0
Interest received by trust funds (=)ceeeemeeeneeenn =23 -27| -3
" 8
Total expenditures ... o...oenmeeeeemenannenamnemanns 153.2 169.91 182,
Tola! expenditures, excluding special Vietnam. ... ... 2.7 (144.9)] (156.5)
Net Lending: 7
Internationa) affairs and fnance. — oo cecrecnacccncncacacenn 5 7 I.l
Agriculture and agricultural resourees. .. - oeeocesnneennnass 1.2 g Vs
sing and community development.. o..occoecccaccnmenae 1.7 3 .
ABORCI - oo e acmemen 1.7 9 .
Total net lending. e e 5.2 5.8 3.3
86.1
Total QUtlaY. . « - o o oooee oo cecnemamnananacensenn 158.4 17561 1
Tolal outlays, excluding special Vietnem. ... - .cee--- 037.9) (130.6 (159.8)
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26 THE BUDGET FOR FISCAL YEAR 10090

National defense—In a world of shrinking distances, our own
peace and security is bound up with the destiny of other nations.
The defense budget for 1969 reflects our resolve to preserve the in-
dependence of Vietnam and to provide the forces essential for safe-
guarding our national security and international obligmtions.

Since 1961, excluding those forces added because of operations in
Vietnam, we have increased our military capability in every essential
category. Our accomplishments include:

* A 15% increase in the number of combat-assigned Awmy
divisions—from 11 to 16
A 62% increase in the funds for general ship construetion and
conversion to madernize the fleet :

* A 200 increase in the nuber of guided-missile surface ships;
* A 20% increase in the number of Air Force tactical fighter and
attack aircraft,and a 100S% increase in the total payload capability
of all fighter and attack aircraft—Air Force, Navy, and Marine

Corps;

* A 400% increase in our fixed-wing airlift eapability—an increase
which will reach 1,000 in the 1970's with the introduction of
the mammoth C-5A transport; and

A 185% increase in the number of nuclear weapons in the strategic
alert forces.

While we stand ready to enter meaningful discussions with the
Soviet Union on the limitation of strategic forces, it is necessary to
assure that our defense capabilities renmmin equal to any challenge or
threat. I am therefore recommending funds in this budget. which will:

* Maintain our decisive strategic deterrent by : continuing to con-
vert. our strategic missile force to the more effective Minuteman
III and Poseidon; equipping those missiles with multiple, inde-
pendently targeted warheads and aids to help them penetrate
enemy defenses: and modernizing our manned homber force
with additional FB-111 aircraft and improved short range attack
missiles.

Proceed with procurement of the Sentinel missile defense system
to meet the threat posed by the emerging Chinese nuclear capa-
bility. In addition, we will begin & revamping of our air defenses.
Augment the firepower, mobility, and readiness of our general
purpose forces by improving their air defenses, buying new fixed-
wing aircraft and helicopters, and procuring other new weapon

systems. We will also replenish munitions, supplies, and equip-
ment consumed in Vietnam.
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* Improve further our airlift-sealift capability by additional pur-
chases of the giant C~5A aircraft and initial procurement of the
fast deployment logistics ship.

* Continue the vigorous research and development effort which
constitutes the Nation’s investment in our future national secu-
rity.

To accomplish these improvements, to meet all of our requirements
in Vietnam, and to meet the full year’s cost of the October 1967 civilian
and military pay raise will require an increase of $3.3 billion in
outlays for national defense in 1969,

We can and will meet all of our essential defense requirements. But
we intend to insure that our defense dollars are spent as efficiently and
effectively as possible. At my request, the Department of Defense will
continue its searching review to reduce costs and to defer or stretch
out all programs in which economies can be effected without reducing
overall defense readiness.

International affairs and finance—Through its international
programs, the United States seeks to promote a peaceful world com-
munity in which all nations can devote their energies toward improv-
ing the lives of their citizens. We'share with all governments, particu-
larly those of the developed nations, responsibility for making progress
toward these goals.

The task is long, hard, and often frustrating. But we must not
shrink from the work of pence. We must continue because we are 2
Nation founded on the ideals of humanitarian justice and liberty for
all men. We must. continue because we do not wish our children to
inherit a world in which two-thirds of the people are underfed, dis-
cased, and poorly educated.

The $2.5 billion in new obligational authority requested for 1960
for the economic assistance program is essential to the success of our
offorts. Most of our assistance is provided in concert with other
industrialized nations, some of whom devote a larger proportion of
their economic resources to this purpose than we do.

Our assistance, even when combined with the growing contribution
of other industrial nations, cannot itself guarantee the economic
growth of developing nations. But it can provide the crucial margin
of difference between success and failure for those countries which are
undertaking the arduous task of economic development. Since outside
aid cannot substitute for effective self-help, we will continue to direct
our economic assistance to those countries willing to help themselves.
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The 1969 economic assistance program will continue the trend
toward increasing concentration on improved agriculture, education,
health, and family planning. The economic aid program I am propos-
ing will:

o Accelerate growth in Latin America by modernizing agriculture
and expanding education, and help lay the foundations for a
Common Market, as agreed at Punta del Este last April.

* Support India’s recovery from recession and drought, and assist
Pakistan’s drive toward self-sufliciency in foad.

¢ Promote progress in the villages of Southeast Asia by helping
them build schools, roads, and farms.

More than 90¢¢ of our AID expenditures in 1969 will be for pur-
chases made in the United States, and I have directed intensified efforts
to increase this percentage.

Upon completion of negotintions now in progress, I shall recom-
mend legislation to authorize a U".S, contribution to a nltilateral re-
plenishment of the resources of the International Development As-
sociation, which is managed by the World Bank. T shall also request
an increase in our subscription to the callable capital of the Inter-
American Development Bank (IDB): this action will enlarge the
borrowing and lending capacity of this vital Alliance for Progress
institution without. requiring expenditure of U.S. Government. funds.
These resources, together with our proposed contributions to the IDB's
Fund for Specinl Operations and the Asian Development Bank, will
permit us to provide effective support for sound development projects
while we share the financial burden with other donors. Onr contribu-
tions will inclnde adequate halance of payments safeguards.

To assure sufficient food supplies for the developing countries, I am
proposing extension of the Food for Freedomn program beyond its
expiration date of December 31, 1968,

The Export-Import Bank will continue to assist the growth of T:.S.
exports, 5o essential to our balance of payments. T will propose legisla-
tion to establish a new Export Expansion Program to guarantee,
insure, and make direct loans for U.S., exports which do not qualify for
Bank financing under existing criteria.

Space research and technology.—This Nation's lendership in ad-
vanced technology was challenged 10 years ago by Sputnik and again
7 years ago by the first Soviet manned flight. We responded to these
c.hnllenges with energy and imagination. We decided to create a na-
tional capability to operate in space. We established as a principal goal
the development of launch vehicles and spacecraft large enough to
transport men to the moon. We joined the strengths of our univer-
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sities, industry, and government to accomplish this goal, to expand
our knowledge of space, and to attain a leading position in aeronautics
and space technology.

Our continuing strenm of progress has been marked by many
dramatic successes and by only a few tragic setbacks. The Mercury
and Gemini programs have clearly demonstrated our progress in
manned space flight. The recent, highly successful launch of the
huge Saturn V rocket emphasizes the great strides we have made in
creating a large launch vehicle capability. We will resnme manned
flight tests of the Apollo spacecraft this year, and proceed toward
the manned lunar expedition.

To meet our most urgent national needs in some areas requires us
to reduce spending in others. New obligational authority requested
for the National Aeronautics and Space Administration in this budget
is about $220 million below the 1968 amount. Expenditures will be
$230 million below 1968, $850 million below 1967, and over $1.3 billion
less than in 1966. This reduction reflects our progress beyond the
costly resenrch and development phases of the manned lunar mission,
as well ns the immediate need to postpone spending for new projects
wherever possible.

Based on a careful examination of priorities, the 1969 budget pro-
vides increnses in some areas to prepare for important advances in
future years, while deferring other less urgent, new projects. The
production of our large Saturn-class space boosters is continued but
at a reduced rate. The development of a nuclear rocket engine to
increase the capability of our Saturn V launch vehicle is also continued,
but at a smaller size and thrust than originally planned, to reduce
development cost.

We will not. abandon the field of planetary exploration. I am recom-
mending development. of a new spacecraft for launch in 1973 to orbit
and land on Mars. This new Mars mission will cost much less than half
the Voyager program included in last year's budget. Although the sci-
entific result of this new mission will be less than that of the Voyager,
it will still provide extremely valuable date and serve as a building
block for planetary exploration systems of the future.

Agriculture and agricultural resources.—In recent years, Federal
agricultural commodity programs have succeeded in adjusting farm
Production to domestic and export needs. Wheat acreage was increased
in 1967 to permit additional food aid for developing countries faced
with low crop production. Cotton acreage will be increased in 1968
since surplus cotton stocks have been eliminated.

The commodity programs have helped raise incomes for many of our
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farmers. However, many poorer families living in rural areas benefit
little from these programs. The combination of rapidly rising farm
productivity and more slowly growing demand for farm products has
left many rural people with low incomes. The result hias been a massive
migration to the cities, limited job opportunities for people remaining
in rural areas, and widespread rural poverty.

Rising farm income plays a major role in improving economic condi-
tions in rural areas. But other meastures are needed:

o The Secretary of Agriculture is working with other Federal agen-
cies and local groups to help more rural people participate in
Federal programs that provide increased economic opportunities
and improved living conditions.

* Legislation now before the Congress should he enacted to aid the
establishment of multicounty area development. districts. These
districts would provide a broad base for planning and coardinat-
ing the development of public services and facilities in rural
areas.

¢ Capital needs of Rural Electrification Administration borrowers
to provide necessary electric power and telophone facilities in
rural areas continue to expand. Legislation should be enacted
to establish a cooperative bank for the telephone loan program and
to permit the use of revolving funds for both the electric and tele-
phone programs.

The Wholesome Meat Act of 1967 provides 2 new gnarantee of safoty
for the American consumer. Under this act it will be possible to bring
the same assurance of wholesomeness for meat sold in intrastate com-
merce as for meat now inspected under the Federal system.

Natural resources.—Federal programs to protect. and develop our
natural resources help strengthen our economic hase and provide
recreational opportunity for an expanding population.

The 1969 budget calls for deferral of some lower priority resource
activities. But ndequate provision has been madeto:

* Protect our forests, conserve our fish and wildlife, and develop

our mineral resources;

* Acquire new recreation areas;

* Clean up the Nation’s water; and

* Continuc water resource development.

Construction costs have been rising sharply in recent years—by 5%
in 1966 and 6% in 1967. To reduce the impact of Federal construction
activities on the economy, I am recommending that ongoing water
resource projects be continued at minimum rates. In many cases this
will require & delay in present construction schedules. New water re-
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source development projects of the Corps of Engineers, the Bureau of
Reclamation, and the Department. of Agriculture, which had been
recommended for starting in 1968 or had been added by the Congress,
will be started over the 2-year period, 1968 and 1969. A small number of
additional projects will be proposed for starting in 1969.

The Water Resources Council is developing a more appropriate in-
terest rate to be applied in formulating and evaluating water projects.
The revised rate will be related to the average estimated current cost to
the Treasury of long-term borrowing. It will be higher than the rate
now in use for project evaluation, The new rate will be applied to
future projects in order to assure the most effective use of Federal
funds in the development of the Nation’s water resources.

Legislation to establish a National Water Commission is already be-
fore the Congress and is essential if we are to deal more effectively with
the Nation's critical water problems.

'We must also take steps to safeguard our scenic and historic areas
and anticipate the resource needs of future generations. Legislation
has been proposed and should be enacted promptly to authorize:

¢ The Redwoods National Park in northern California;

* The North Cascades National Park and National Recreation Area
in the State of Washington;

¢ The Apostle Islands National Lakeshore in Wisconsin

¢ A National Scenic Rivers System;

* A Nationwide System of Trails; and

* The Central Arizona Project.

I also recommend legislation to:

* Augment the revenues of the Land and Water Conservation Fund
by use of part of the mineral leasing receipts from the Outer Con-
tinental Shelf; and

* Establish a Federal-State system for regulation of surface mining
operations.

Commerce and transportation.—Many of the Nation’s most urgent
needs can be secured only with the dividends provided by continued
economic growth. In addition to its overall fiscal policy, the Federal
Government contributes to this growth in a variety of ways. For
example, we:

* Provide aid to American businesses, and stimulate increased

competition;

* Assist depressed areas of the Nation to share the fruits of pros-

perity ; and

* Encourage safe and efficient systems of transportation and com-

munication.
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These are our long-standing goals, which require a slightly different
emphasis each year to focus our etforts on the emerging needs of a
rapidly changing society. The budget for 1969 is responsive to this
need by:

* Encouraging private business to create job opportunities for those

living in blighted urban areas:

* Enhancing the well-being of serionsly depressed regions by help-
ing selected communities take better advantage of existing Federal
grant programs;

* Strengthening centers of potential economic growth within de-
pressed regions to reduce excessive migration to larger urban cen-
ters where job opportunities often are not available:

* Improving our balance of payments, by increasing assistance to
businesses to expand their exports and by attracting more tourists
to the United States: and

¢ Providing improved statistics to aid business, lahor, and govern-
ment in sustaining economic growth.

Our economic growth and well-being rely heavily on fast. efficient
movement of goods and people. The 1969 budget provides for continu-
ing development of a prototype civil supersonie transport, for further
tests of high-speed ground transportation, and for an expanded re-
search program to stimmlate innovation in our congested urban trans-
portation systems.

I have directed the Secretary of Transportation to develop recom-
mendations for providing and financing the facilities and services
required to meet the long-term needs of the Nation's rapidly growing
air transportation network.

I am also proposing a broad program of transportation nser charges
to apply the test of the marketplace to these activities, and to relieve
the general taxpayer of some of the burden of financing specinl hene-
fits for certain individuals and industries.

While we prepare for the future. we cannot averlook the urgent
demands of the present. Safety will continue to receive high priority
in the 1969 budget program. We must attack the tragic toll of traflic
fatalities on the Nation's highways and equip our airways to handle
increased air traffic snfely and efficiently.

Housing and community development.—Most Americans lead a

comfortable life, in comfortable homes and comfortable surroundings.

But millions of families nre still crowded into housing unfit to live

in, located in squalid surroundings, and burdened with wornout. fa-

cilities and inndequate services. Without some assistance and the

development of new techniques, our private economy cannot now
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provide good housing at costs these families can afford. Our cities
cannot afford all the essential facilities and services. The Federal
Government must continue and expand its assistance.

I propose to the Congress that we launch a program, in cooperation
with private industry and labor, to build 6 million new housing units
for low- and middle-income families over the next 10 years.

Under existing legislation and the new measures I will propose,
wo can begin this program in fiscal year 1969 with 300,000 housing
units,

Federal aids for State and local services, especially those for edu-
cation, health, manpower training, and basic income support are, to
a large extent, directed at needy families. In addition, housing
and community development programs are aimed more specifically
at improving their surroundings. This budget provides:

* $1 billion for the 63 Model Cities now planning their programs
to concentrate assistance to some 3.7 million people living in the
mnost blighted areas of these cities, and for approximately 70 cities
expected to start their planning in the late spring.

* $1.4 billion of advance funding for the urban renewal program for
1970, allowing the communities to start planning their action
programs now.

To provide decent housing for all Americans, the housing industry
must be able to compete on equal terms with other sectors for needed
resources. However, in the past 2 years, housing has been at a dis-
advantage in competing for investment funds. The tax increase I have
proposed will help solve this problem. In addition, specific steps
to overcome the competitive disadvantage are being proposed to the
Congress, including:

* Authority to lift the ceiling on interest rates for FHA and VA
mortgages, which currently discournges snvers from investing
in mortgages.

* An orderly transfer of ownership of the Government’s activities
in the secondary mortgage market to private hands, so that pri-
vate capital can be raised and mortgages purchased as required
by market conditions.

Despite substantial progress, our urban problems remain complex.
Their solutions will be difficult. Our understanding of the basic nature
of the problems and of the correct. solutions is deficient. To remedy
this deficiency, the 1969 budget provides for a doubling of the general
research funds available to the Department of Housing and Urban
Development.

Detailed recommendations to nugment our efforts to solve housing
and urban problems will be presented in a separate message to the
Congress,
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Health, labor, and welfare.—Programs that help develop our most
valuable resource—our people—are exsential to the long-run growth
and vitality of the Nation. No society can flourish unless its people
have opportunities for jobs and the skills to perform them, receive
adequate health care, and are free from the fear of basie economic
insecurity. The 1969 budget will permit us to further these objectives.

Outlays for these programs are estimated at £31.4 billion, of which
over 75% will be provided through trust funds which are largely self-
financed.

Health.—Since 1963, Federal ontlays for health have increased six-
fold—from $1.7 billion to £10.7 billion. Medicare has provided in-
surance coverage against hospital and doctors® bills for nearly all
older Americans, Under Medicaid, medical assistance has been ex-
tended to 8.5 million needy individuals, ‘I'he number of medieal and
dental schools has been significantly increased, new mental retardation
clinies nand mental health centers are providing services, and infant
mortality has been reduced.

But our job is far from complete. This budget. will reinforce our
purtnership with State and local governments in attacking health
problems; speed research findings to victims of heart, cancer, stroke,
and related diseases; intensify the attack on air pollution; expand
health care for mothers and children: and increase voluntary family
planning services.

To broaden and supplement these efforts, I will propose legisla-
tion to:

* Attack the problem of infant mortality by providing, for fam-
ilies which cannot afford it, access to health services from prenatal
care for the mother through the child's first year.

* Increase the supply of health manpower.

* Establish more effective leadership and an improved personnel
system for the health activities of the Department of Health,
Education, and Welfare.

Labor and. manpoiwer—The opportunity to work in a meaningful
job is & fundamental right in our society. This opportunity is denied
those who are ill-equipped through lack of education and job skills,
and those who are handicapped by the effects of discrimination and 8
slum environment.

The 1969 budget provides for a wide range of manpower programs
which will enable 1.3 million Americans to start on the rond to economic
self-sufficiency and individual dignity. Another 230,000 disabled
Americans will be restored to productive employment through the vo-
cational rehabilitation program.
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The Concentrated Employment Program, which brings together a
wide range of manpovwer and related services in selected geographic
areas, will be expanded to an additional 70 areas—35 of them rural.
This will bring to 146 the number of the Nation’s most severe unem-
ployment areas which will be served by this intensive effort.

Major increases are also planned in programs to enlist private
employers in training and employing the hard-core unemployed.
State and local manpower planning will be strengthened, and man-
power activities in the Department of Labor have been restructured to
improve delivery of manpower services.

Legislation will be proposed to:

* Update the unemployment insurance program by extending cover-
age, raising benefit levels for unemployed workers, increasing
the length of benefits under certain circumstances, correcting
abuses, and providing for services which would increase the work-
ers’ employability.

* Reduce threats to the health and safety of workers through a com-
prehensive Federal-State program and assure workmen’s com-
pensation benefits to uranium miners who contract lung cancer.

Economic opportunity programs.—~—Poverty in the midst of plenty
casts an ugly shadow on our society. We have a commitment to remove
that shadow.

Wae know that poverty cannot be eradicated overnight. But we rhust
persist in our efforts to help those oppressed by poverty—whether
they live in blighted urban nreas or in impoverished rural counties.
Work and training programs are being expanded and increasingly
aimed at helping the poor. In addition, this budget will enable the
Office of Economic Opportunity to provide: )

* Improved planning capability of local Community Action

Agencies.

* Services for a full academic year to 202,000 children through Head
Start and a summer program for 450,000 children to remove basic
disadvantages suffered by poor children on entering school.

* Head Start Follow Through to help 79,000 children retain the
gains provided by the Head Start program. )

* Assistance to make a college education possible for 31,000 deprived
but talented youths through the Upward Bound program.

* Comprehensive family health services for the poor through nearly
50 neighborhood health centers.

New approaches are being tested through cooperation among ng-
eral agencies in multipurpose neighborhood center demonstration
Projects in 14 cities. These centers will develop service systems to
render assistance more effectively to those in need.
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Although the task is great and the problem complex, we have, in
recent years, made substantial strides in reducing poverty. Between
1963 and 1967, the number of people living in poverty fell from over
35 million to less than 29 million, and from 19% of our population to
under 15%. But 20 million poor people are still far too many.

In addition to programs of the Office of Economic Opportunity,
various other Federal programs provide assistance to help reduce
the number of those living in poverty.

FEDERAL AID TO THE POOR ¢
{Fiscel yesrs. In billions]

Category I yo60 l 1963 wer | iees 1969

l toel | tual tusl . estimete cotimete
Education. ..veveevernenenrenecnns 01 01! 2o, w3 0
Work and training........ccuenene-.-. ® ‘ @ 1.0 . 2. 1.6
Health..._.....oeenrennneaanenn. 6! 9 3.2 | 41 47
Cash benefit payments................. 83! 104 128, 146! 159

Other social welfare and economic serv- ; : i
175 SOOI X1 i 1.0 2.0 3 24, 29
Totahooo.eomroeceaenacacanenss os! ms| aal ue!l a7

i i i

":”':i :.1‘0:. Tepresent new obligetional authority for Federal funde and eapenditures in the case of

t Less then $50 million.

Social security and public assistance~~The 1967 Social Security
Amendments represent a major stride toward improving the incomes
of 24 million of our people—the aged, the permanently disabled, and
survivors or dependents. These heneficiaries are fortunate enough to
have heen covered hy social insurance.

Otbher, less fortunate members of our society must depend on welfare.
To assist those welfare recipients who cannot find work hecause of 8
lack of training and responsibility for dependent children at home,
this budget provides $100 million for training and £35 million for
child care services.

The transition from welfare recipient to wage earner will also be
eased by the recent amendments which provide an incentive to work
by exempting a certain portion of eamings from consideration of
continued eligibility for assistance,

Despite periodic revisions, much of the welfare system is outmoded
and in need of change. Accordingly, I have appointed a commission to
make a comprehensive review of existing welfure and related pro-
grams and to recommend whatever measures are necessary to provide
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a more equitable and effective system of assistance to needy people.

The budget includes funds under proposed legislation to expand the
food stamp program of the Department of Agriculture. About three
million low-income people will have better diets under this program
by the end of fiscal year 1969.

Education.—As a nation we are committed to develop the skills and
talents of all our citizens. The Federal Government is playing an in-
creasingly important role in this effort.

The 90th Congress added the Education Professions Development
Act of 1967 to the historic lnws enacted in 1965 providing Federal aid
to education—the Elementary and Secondary Education Act, the
Higher Education Act, and the National Foundation on the Arts and
Humanities Act. We now have basic legislation to improve education at
all levels. Qur task is to use these tools wisely and imaginatively,
directing them to the areas of greatest need or potential.

For 1969, T propose that the Federal Government continue in its
determination to help make high-quality education available to all of
America’s young people. The budget includes:

* $1.2 billion in grants for improving the elementary and secondary

education of over 9 million children from low-income families;

* Anexpanded Teacher Corps;

* Increased grants for schooling of children with physical and
mental handicaps which hinder learning for 1 child in 10;

* A new program to better the achievement of children whose native
language is not English ; and

* More than two million grants, loans, and part-time work oppor-
tunities for college students, including benefits under the GI bill.

America’s children must be prepared for the challenges of the fu-
ture. To help them moet these challenges, we must explore the ways
students learn and improve the ways teachers teach through:

* Increases in education research, demonstrations, and currifzulum
development, including an experiment in model schools in the
District of Columbia;

* A new $30 million program to prevent dropouts; and

* Innovations in training for the education profession through new
patterns of operation and new ties among colleges and univer-
sities, States, and local schools. )

In order to meet these urgent requirements within a stringent
overall budget, several programs have been reduced or deferred,
including grants for construction of academic facilities nnd purchase
of school equipment.
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I intend to propose legislation this year to:

« Improve Federal support to higher education by providing greater
flexibility in administering student aid, providing counseling and
tutoring for disadvantaged students, and encouraging schools to
share libraries, computers, and other resources.

* Support innovative projects in vocational education, particularly
to aid the disadvantaged.

« Provide advance financing for the newly nuthorized Corporation
for Public Broadcasting.

Veterans benefits and services.—llistorically, this Nation has
provided special benefits for the men and women who have served in
the Armed Forces in times of national danger.

In 1969, special emphasis will be given to programs designed to
help newly discharged veterans find satisfactory employment or to
improve their career opportunities through vocational or academic
training programs. For men and women still on active military duty,
the budget provides for legislation to incrense protection under the
Servicemen’s Group Life Insurance program and for expanded coun-
seling and civilian job-training opportunities in the closing months
of military service.

In addition to assistance in the development of veterans' career
potential, this budget will also permit the continuation and improve-
ment of the traditionnl programs of compensation, pensions, and
medical care. Veterans hospitals will receive new medical services and
improved nursing staffing. Applied medical research and medical
education will be expanded.

Legislation sho_uld be enacted to relate veterans pension payments
more closely to individual needs and provide better protection against
loss of income. Studies are now underway to seek improvements in
other veteran benefit programs.

General government.—Rising crime rates are a major concern of
the American people.

I am determined that the Federal Government do everything prop-
erly within its power to assist onr States and localities in controlling
crime. I have directed Federal agencies to intensify their efforts to
destroy organized crime. The budget reflects expansions in both direct
Federal action and Federal assistance to State and local governments.

Although the main responsibility for combating crime must rest

with our State and local governments, the Federal Government. can
effectively aid thiseffort by :
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* Encouraging modernization of law enforcement, corrections, and

court systems;

* Assisting law enforcement agencies throughout the country to

improve and expand the exchange of information; and

* Assisting in recruiting and training law enforcement personnel.

With the Law Enforcement Assistance Act of 1965, a start was made
toward more effective Federal-State-local cooperation. Last year I
proposed the “Safe Streets and Crime Control Act” to expand on this
promising beginning. We will renew our efforts to secure the enact-
ment of this legislation so that an expanded effort against crime can go
forward.

The Federal (Governinent’s ability to take direct action has been
strengthened by the Prisoner Rehabilitation Act of 1965, the Bail Re-
form Act of 1966, and the Narcotic Addict Rehabilitation Act of 1966.
The budget supports these and other measures in an accelerated drive
against crime.

Iegislation is also needed to provide support for efforts to prevent,
treat, and control juvenile delinquency. Such legislation is now pend-
ing before the Congress and should be enacted promptly.

The efforts of this Administration to bring home rule to the District
of Columbin are well known. I am confident that the Mayor and the
Council, by their actions and with community support, will prepare
the way toward the goal of local self-government. Voting representa-
tion in the Congress is an additional necessity if District citizens are
to participate fully in onr democratic processes. I am again recom-
mending that the authorized Federal payment to the District of Co-
lumbia be established equal to 2555 of District revenues, so that the
Federal Government. will be contributing its fair share toward the
needs of the Nation’s eapital.

NEW BUDGET CONCEPTS

In my budget message last year, I called for a thorough and objec-
tive review of budgetary concepts by n bipartisan group of informed
individuals with a background in budgetary matters. I stated my
hope that this group would recommend an approach to budgetary
Presentation which would assist both public and congressional under-
standing of this vital document.

_In March of 1967, a Commission on Budget Concepis was estab-
lished to make such a review and report its recommendations to me.
The Commission consisted of 16 distinguished Americans, including
the chairmen and ranking minority members of the Appropriations
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Committees of the Congress. as well as top Government financial offi-
cials and eminently qualified private citizens, )

This budget puts into effect most of the major recommendations

in the Commission’s report, which was presented to me on (ctober 10,
1967. These include:

* A single unified budget statement to replace the three concepts
previously used.

o Comprekensive coverage in the budget of all programs of the Fed-
eral Government and its agencies. including some $47 billion
of trust funds as well as Federal funds.

¢ Division between an expenditure account and a loan account,
using the former as a measure of economic impact for fiscal policy
purposes.

o Offsctting against related. expenditurcs thase reecipts of the
Gorernment which are market-oriented in character, rather than
based on the Government’s savereign power to tax and regulate.

* Highlighting action required of the Congress on the budget and
relating that action more closely to ontlays,

e Trenting sales of participation ecrtificates. which had previously
been considered as an offset to Government expenditnres, as a
means of financing the deficit.

Several other changes recommended by the Commission for adoption
in future years are now under preparation for later application.

It is my hope that the far-reaching proposals made by the Com-
mission, and their adoption for this budget, will serve the desired
purposes of improving public understanding of the Federal budget

and overcoming many of the inadequacies of the concepts formerly
used.

PLANNING-PROGRAMING-BUDGETING SYSTEM

To improve the process by which Federal programs are planned
and the Federal budget prepared, the Government. is continning to
develop the Planning-Programing-Budgeting (PPB) system which
has now completed its second year of operation. This system provides
information and analysis to relate the programs we undertake to
the ends they are to achieve, and to chonse the most efficient ways
of using our resources to reach our goals.

This year the program budgets developed nnder the system have
been employed as the framework within which program costs and
accomplishments were reviewed. As a resilt, the different programs
now stand in a clearer relationship to each other and to their objectives.
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The system is also providing comparisons of the cost and effective-

ness of alternative ways to achieve our objectives. For example:

* The Department. of Health, Education, and Welfare has analyzed
the effectiveness of the cooperntive Federal-State vocational re-
habilitation program. This study indicated that the increase in
lifetime incomes of participants is many times the rehabilitation
cost, confirming previous judgments that this program merits high
priority.

* In the area of non-service-connected veterans pensions, a series of
studies was done to compare various benefit formulas from the
point of view of their cost, the equity with which they treat bene-
ficiaries, and the extent to which they protect beneficiaries against
large loss of pensions from small increases in other income. These
studies have shown the need for legislation, provided for in this
budget, that wounld relate pension payments more closely to the
needs of the beneficiarics.

* Through the program evaluation system in the Zconomic Develop-
ment Administration of the Department of Commerce, the num-
ber of jobs expected to result from proposed development projects
in depressed areas has been estimated in relation to the extent of
poverty and unemployment prevailing in the areas and to the costs
of creating the jobs. This has assisted EDA in judging the most
effective distribution of its resources among proposed projects.

We will extend the application of PPB during the next year, and

strengthen it where it has already been introduced. In particular, we
will continue to improve mensures of the effectiveness of programs
and to develop better alternatives.

IMPROVING GOVERNMENT MANAGEMENT

In recent years, tho Federal Govermment has undertaken a num-
ber of vital new programs to improve America’s urban and rural com-
munities and enhance the way of life of all of our people.

To attain the full benefits of these programs, it is essential that
they be made workable at the point of impact—whether it be the in-
dividual citizen, a State or local government, a university, or any of
the other institutions involved in efforts to carry out our national
goals. Effective and economical management is also essential to ensure
that each tax dolar buys a full dollar’s worth of essential services.

Government organization.—In the past 4 years, we have under-
taken more fundamental reforms in managing the Government than,
perhaps, at any other time in our history. We have witnessed such
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major advances as the creation of two new cabinet ngencies—the De-
partments of Transportation and of Housing and Urban Development.
Significant reorganizations have taken place in other programs, among
them the Public Health Service, the Community Relations Service,
the Federal Water Pollution Control Administration, and the Bureau
of Customs.

New strides were made last year by :

* Providing the District of Columbia with a madern governmental
organization, replacing the obsolete three-member Board of Com-
missioners with a single chief executive and a nine-member council
to exercise quasi-legislative functions.

* Creating the Socinl and Rehabilitation Service in the Department
of Health, Education, and Welfare to unify the administration
of related income support and social serviee and rchabilitation
programs.

* Reorganizing the Bureau of the Budget. to enhance its ability to
help coordinate Federal programs and provide additional staff
services for the solution of interagency and intergovernmental
problems.

A key tool in improving Government organization is the President’s
authority to transmit reorganization plans to the Congress. That
authority is scheduled to expire on December 31, 1968, Legislation 15
being proposed to extend the authority for an additional 4 years to
help ensure the continued ability of the President to reshape pro-
grams and organizational structures to meet changing needs and
circumstances.

The problems e face in the administration of new, comprehensive

attacks on social problems often involve a number of agencies—as
in the new Model Cities program. These problems cannot be solved
simply by shifting functions between agencies. TIeavy emphasis is
therefore being given to improving both the formal and informal
methods used to ensure that agencies work together effectively on re-
lated programs.
_ An example of the efforts being made in interagency cooperation
15 the program involving the Office of Economic Opportnnity and the
Departments of Labor, Housing and Urban Development, and Henlth,
Education, and Welfare to aid 14 cities in the cstablishment of pilot
neighborhood centers to provide comprehensive services to residents
inlow-income neighborhoods.

Federal-State-local cooperation.—The need for cooperation and
coordination between the partners in our federal system has also
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increased. The problems of managing many of our most imnportant
new programs are intensified by their intergovernmental character.

At the Federal level we must do what we can to assist our partners.
We must assure that our programs are designed and administered in
such a way as to mesh with State and local patterns of organization
and operation to the maximum extent possible. We must ensure that
Federal programs promote State and local initiative and action. To
that end, we have taken a number of actions in the past year alone:

* Developed and put into operation a system through which State
and local chief executives have the opportunity—often not pre-
viously available to them—to have a voice in developing Federal
regulations and administrative procedures.

* Established procedures to improve Federal-State coordination
in the designation of development planning districts.

* Provided an opportunity for areawide planning agencies to com-
ment on proposed applications for specific grants that would
affect the orderly development of their metropolitan areas.

* Taken initial steps to shorten processing time on applications un-
der many vital grant programs by 50%.

Improvement is a continuous process, as it must be to meet the needs
of & dynamic and rapidly changing society. We must prepare now to
neet the public service needs of our people in the seventies. One of
the prerequisites to satisfying the awesome demands of the future is
2 corps of competent, well-trained public servants. Enactment of the
pending Intergovernmental Manpower Act will provide a significant
stride forward in filling the gap of trained manpower at the State
and local levels of Government.

Two additional mensures are needed to improve the funding and
management of intergovernmental programs significantly:

* Joint Funding Simplification Act—This measure, which was sent
to the Congress last year, will simplify and streamline the applica-
tion, processing, and administration of a number of related grants
by managing them as a single, unified project.

* Funding improvements and consolidation efforts—To overcome
the serious problems of planning education programs at the State
and local level caused by grant delays, I am seeking early appro-
priations for elementary and secondary education. The amounts
which will be available must be known in the spring, if local com-
munities are to be able to use them most effectively in the ensuing
school year. I am also proposing to consolidate related grants
for college student aid and for vocational education. This consoli-
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dation, coupled with advance funding action similar to that men-
tioned above, will facilitate advance planning by both the institu-
tions and students.

Further action is underway to determine whether additional con-
solidations of grant programs are feasible. As proposals are developed,
they will be promptly forwarded to the (Congress.

Again, as last year, T must stress that State and loeal governments
must help themselves too. Encouraging steps are being taken, but
many serious problems of modernization of executive direction and
financial systems remain which can only be remedied by those
governments and their citizens.

Cost reduction.—I have continued to insist that the executive
branch of the Federal Government be aperated as economically and
efficiently as possible.

Some examples of the actions agencies took in the past year to
cut costs are:

* The Department of Defense achieved savings of over £339 million
by value engineering. Under this program unnecessary equipment,
facilities, procedures, and supplies are eliminated. A good example
is the $2.1 million saved by the redesigm of an aircraft camera.
Performance was improved and unit costs were reduced by about
40%.

The Manpower Administration of the Department. of Labor,

through improved work methads, achieved estimated savings of
over $19 million.

All Government agencies, by sharing automatic data processing
resources throngh an exchange program. aveided costs of over
528 million. Redistribution of ADP equipment avoided new pro-
curement of £80 million.

. '.l‘he National Aeronautics and Space Administration, by ntilizin_g
idle, excess, and surplus Government. property, avoided expendi-
tures of over $22 million for new equipment or facilities. In
addition, NASA saved over $16 million by improving procure-
ment practices,

* A value analysis of the specifications for the computer display
channel of the National Airspace System development ennble_d
the Federal Aviation Administration to avoid costs of approst-
mately $12 million.

The Coast Guard reorganized its search and rescue mission func:

tion along the east and gulf coasts, leading to savings estimat
at $14.6 million.
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* The Post Office has improved its procurement of transportation
to the extent that $107 million was saved in the period from 1965
through 1967.

CONCLUSION

This is a critical and challenging time in our history. It requires
sacrifices and hard choices along with the enjoyment of the highest
standard of living in the world. No nation has remained great by
shedding its resolve or shirking its responsibilities. We have the ca-
Pacity to meet those responsibilities. The question before us is whether
ornot our will and determination match that capacity.

In the past 4 years, this Nation has faced formidable challenges.
Wae have confronted them with imagination, courage, and resolution.
By acting holdly, we have forced a number of age-old concerns—
ignorance, poverty, and disease—to yield stubborn ground.

The rollcall of accomnplishments is long. But so is our agenda of
unfinished business. Our heritage impels us to steadfast action on
those problems of mankind which both gnaw at our conscience and
challenge our imagination.

As your President, I have done all in my power to devise 2 program
to meet our responsibilities compassionately and sensibly. The pro-
gram is embodied in this budget for 1969. I urge active support for
its principles and programs.

LynNvon B. JonNsoN.

JaNuary 29, 1968.
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EXPLANATION OF PRINCIPLES USED IN
COMPILING TABLES

This statement focuses attention on the more sienificant aspeets
of the summary tables, highlichting the changes from  previous
budgets. An explanation of the funding system of the Government
(types of funds, types of budget authority, balunees of budger anthor-
iy, and kinds of action requested of Congress) is contained at the
beginning of part 5 (pp. 191 to 1955, A comparison of certain
totals in part 2 with the totals under 1wo older mensnres - the admin-
istrative and consolidated cash budgets— i~ contained in special
analysis A (pp. 464 to 472). A comparison with the Federal sector
of the national income accounts appears in special analysis B (pp.
473 to 482),

Coverage of the budget.--- The budget covers all Federal agencies
and programs no matter how funded. 11 covers both Federal funds
and trust funds. Mixed-ownership (Government-private) snd non
stock Government corporations are inchided as trust revelving funds.
Two groups of privately owned corporations  the Federal land banks
and Federal home lonn hanks--are excluded from the totals, ns is the
Federal Reserve System. but are presented ns annexed budgers, The
municipal government of the District of Columbin is excluded
Moneys held in suspense as deposit funds are also excluded. .

In many tables the budget outlays are divided between an crpondi-
furc aceonnt and w loan aceount. Budget anthority is also broken be-
tween the expenditnre account and the lonn aceommt in many table.
The portion which permits obligations for expenditure i~ ealled #e¢
obliyational authority, The portion which permits obligations in the
loan acconnt is ealled foan anthority,

C9ntenta of the loan account.— Transactions in the loan nvcoqn‘
are ln_nitcd to thase affecting the principal smennt of loans outstanding
and, ma few cases, the unamortized premium or diseonnt where the
10'.“' 151 the form of a mortgage purchase, Administrative and oper-
ating expenses, interest, writeoffs of loans, and other costs al
revenues are counted in the expenditure account. Therefore, loan
disbursements equal checks issued to make loans less writeoffs a8

losses, .and plus recoveries of loans outstanding. Loan repayments eqt
collections on the principal of loans.
48
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The loan account excludes (and the expenditure account includes)
lending programs which lack certain characteristics of a normal
loan program (for example, nonrecourse loans of the Commodity
Credit Corporation, and loans where repayment is contingent upon
some future happening, such as the discovery of minerals) and foreign
loans not on commercial terms.

Consolidation of funds.— Certain payments between funds are
accounted for as expenditures of one fund and as receipts of
another in financial statements that relate to the individual funds.
When all funds are consolidated into a single schedule as in the budget,
the duplication involved in the interfund and intragovernmental trans-
actions must be eliminated. This is generally done by deducting the
amounts involved from both the outlays and the budget authority
for the agency receiving the payment. However, in a few cases where
the payment is in the nature of a transfer of receipts, the deduction is
made instead from the agency making payment.

In two situntions the interfund and intragovernmental trans-
actions are not deducted from the figures of any agency or function,
but appear as specinl deduct lines in computing total outlays and
budget authority, One of these constitutes the Government’s pay-
ments as employer into trust funds for retirement of its employees.
The other consists of the interest receipts of the trust funds. In the
Intter case, the deduct line on most summary tables includes both the
intragovernmental interest receipts and u smaller amount of interest
receipts from the public, which are offset because they are proprietary
receipts as described in paragraphs below.

Basis for figures.— Receipts and repayments reflect collections.
Outlays are stated in terms of checks issued. Where cash is paid in
lieu of checks, such payments are counted. The accrual basis is gen-
erally used for interest on the public debt; in the case of bonds and
notes where interest expense of the Government is reflected in periodic
changes in redemption value, the interest expenditure is counted when
the redemption value changes.

Offsetting of receipts against expenditures.—All expenditure

figures used in the budget are net of the following types of receipts:

* Refunds of previous erroneous expenditures, to the extent that
statutes permit the money to be used again without further
congressional action.

s Collections of revolving funds, management funds, und trust
revolving funds.

* Reimbursements to appropriations where the law permits such
reimbursements to be merged with appropriations.
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Other receipts frum the public (upart from loan repayments, dis-
cussed above) fall into two classes, treated ns folows:

¢ Those that are collected because of the sovereign or other com-
pulsory powers of the Government ure reported as budget
receipts. Gifts and contributions (as distinguished from payments
for services or cost-sharing deposits by State and local govern-
ments) are also counted as budget receipts,

¢ Receipts whicharise out of the proprietary setivities of the Govern-
ment—that is, interest, sale of praperty and products, charges
for nonregulatory services, rents and royalties, ete.—are not
counted as budget receipts, but ure offset agninst expenditures in
total for each agency and for each function. They nre offset
against new obligational autherity in similar amounts, These
offsets are shown sepurately from the individunl entries in detailed
tables such as those in parts 4 and 5; the offsets have already

occurred, line by line, in the summary tubles of part 2 (except for
tables 5 and 6).

Transactions not counted as receipts or expenditures.—The
proceeds from borrowing are not receipts. Repayments of borrowings
are not expenditures. These rules are applicd whether the barrowing
is by the Treasury in the form of public debt, or by individual agencies
in tl.ua fm:m of agency debt. The sale of certifientes representing
participation in the ownership of a poel of loans is considered to be
borrowing.

. Debt .instrumems issued in lieu of checks, in payment of subscrip-
tons to international lending organizations, sre not considered borrow-
g or an expenditure, but remain a part of the obligated balances until
tl.ley are cashed, at which time they become nn expenditure. These
differ only in form, and not in subatance, from lettems of credit and
op’en-bunk balunces for unpaid obligations.

The Government’s deposits with the International Monetary
Fund (IMF) are considered similar to eash assets, Therefore the move
ment of money between the INF and the Treasury is not in itsel
:onsidered a receipt or expenditure, borrowing or lel;(ling.
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Table I. BUDGET SUMMARY (in billions of dollars)

Description 1967 1968 1969
sctusl estimste estimate
Budget authority:
Requiring current action by Congress:
Previously enacted. ... .....oooooiiiiiiiiaininans 135.4 1250 {eceeeacaans
roposed in this badget. ... .. oovoviniimiamanceriinnesaoe 3.3 141.5
Becomingavailable without current action by Congress. . 58.7 6.9 73.1
Deductions for interfund and intragovernmental trans-
actions and applicable receipts. ... ..voeeiiaaoooot -11.5 -11.8 -12.9
Total, budget authority........ccoovevinenanaans 182.6 186.5 208.7
Receipts, expenditures, and net lending:
ture account: i
........................................ : 149.6 155.8 178.1
Expenduura (excludes net Jending) . ..o oo ooaonnnns ¢ 153.2 169.9 182.8
Expenditure deficit (=). ... .ccovveiereniionanncss -3.6 -14.0 -4.7
Loan t:
Loah GRUOEACEIIS .-« eereeeeesmemarmnens sl  wel 24
LoMn TEPAYMENLS e oo cnneenmannccancancenrnnnsn 12.6 15.1 17.1
Net bending. oo oeoncienenniccaereaneansnnne 5.2 5.8 33
Total . |
footons 6| s8] 1.
Etpendnuru and et lending.....coeenmcnneaenace 158.4 175.6 186.1
Budget defieit (=) c-onemnmeminanencnaceanennan -8.8 —19.8 -8.0
Budget financing:
Borrowing from the public. .........ccouuimnanennns 3.6 2.8 8.9
Reduction of cash balances, ete. . .. ovvnnuacocnoanas 5.3 -1.0
Total, budget fNANCING. . ..o «.nennnmnncenennn 8.8 19.8 8.0
1966
actuel
Outstanding debt, end of year: x
Gross amount outstanding.............. 39.5 341.3 370 387.2
Held by the pablic..... ... - | ase| w2l M 28.0
MEMORANDUM —OUTSTANDING
LOANS, END OF YEAR
Direct loans 34.0 39.8 4.1
Clmrntes) e o ws | wn| W
T o, -
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Table 22 BUDGET RECEIPTS, OUTLAYS, AND BUDGET AUTHORITY

(In milicas of dollars)
Dascription : nlc’l:Zl ; ":.!::“ “ ":"::“
o
e e e
Receipts by source: - i
lndivid?dinmeuxa............................ 61,526 | 6{7’3 ?)‘ﬁ
Corporation income taXes. couvurenecrranmcnossees cee 33,971 3 % ]
Employment taxes. .. ....ocuemmmamuininirenineete 22,813 B.w 3-”‘
Unemployment i SIERNICE . oo oo v maeeeaanrn onr . 3,652 ; J.M % 3
Premiums for other insurance and retisement.......... ‘li.;zg ; ‘§~ 44 l by
F..mmd&ii'.i;.'liil"'l'ﬁ """""""" }.91'; ;.&, ;:3%
e R 1 LI X VI
Total, PeCEptS.....cceonnieeninaaesneereens T uesen | isse | 1eI08
b . e l' -
Outlays by function \
nﬁox?a’l defense_............. 0092 76.489 72'{?’;
Intermnational affairs and finance o 4,650 5.046 D
Space research and technology. 5.413 4,803 569
Agriculture and agricultural resources. e 4,377 5.311 "o
INAUTA) PEBOUTEES . oo oo cemeeneeeaenmeaannnnaans 2,132 .42 sl
Commerce and transportation . .. .. coeeececaceannann- ' 7.46 1,853 I
Housing and community development. _.............. 2,285 3,954 S1.407
Health, labor and welfare. . .ouoecveeeeiaannnoenaee ! 40,084 46.47 e
Education . «cuvceeececucconernreccocuacsncascavans 4,047 4,541 1'“1
eterans benefits and services. ......oeeooiiiiiee. X L S Y-
Interest. - —ooeeooceeeenaanonann 12,548 13,535 7
General government. ..._...oooioiinruniiuaiiaiann. . 2,454 ') .
A e o il rease. ‘= ‘ 1.4
 Coningencia ’T’.‘ff’.f;".’.".‘a ; .'.ZIIZT?'.'.‘i".Z'.'.l'.i.ZI'.'.' """ o] M
Indistribut mmpvunmen payments:
Covernment contributions for employee retirement .. -1,7%51 -9 ’; %
Interest received by trust bunds...... ... . -2,7 -L -
Total, Uty oneeeeee oo enennns 84| 115,63 186,082
Bodget deict (=) .- ecvoceoneneceeneannnes | csan | —eems| 18
Bnd:d anthority by function: ’ N
National defense. -+, c.eeerareeeececee i omae| wmml &3
lnlanmonal affairs and finance. .. ooen.o.. : 5.115 5,261 "]
Space research and technology.. ..o oeiiiioillt 4,966 4,587 63%
Agriculture and cmmlmul P i 5.0 5.833 21
e sasation - 11T AR < X
0N, e emiecanciaaraaan.s . . 'w
Houmg and wmmunity development. . ... o....... 6,924 3.964 4
Health, labor, and welfare_ . ......oooivonmnnnnn.. @40 $3.149 5‘;%’,
BIOM.. - - e e eeemesmsss oo ee oo e oo s 5.331 6.675 780
Veterans benefits and services . .. .ooooovooooeoeannn. 6,99 7.860 o
L S 12,548 13,535 by
gavernmml ................................ 1,440 2,506 ’
C'whanmdunl:myp.ymm IUUUUUTTRUUUE JUUTUU U "g
Contingenties. o cunee o couneaaanee... N PO, 150 5,00
Undistributed intragovernmental payments. ._._...... —4.021 —450| >
Total, budget authority . . oooeoueennnmnenan... 182,562 186,49 0.7
A._-—-—/
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Table 3. BUDGET AUTHORITY AND OUTLAYS BY FUNCTION

(In millions of dollars)
!' Budget authority Qutlays
Description
1967 | 1968 | 1969 | 1967 1968 | 1969
i actusl utlnnc ‘ estimate | actual estimate | estimate
l’.x&tnglilm account: :

ational defense. ..ooceuann.... 75.276  75.780 i 8L317 | 70,095 | 76,49 79.792
International affsirs and finance..” 4,336 4,402 i 4700 41101 43%0| 4,478
Space rescarch and technology...! 4,966 4, 587 4,369 5,423 4,803 4,513
Agriculture and agricultural se- . :

BOUTCESeenencrnononarmennacs o438 4 383 5,13 3,156 | 4412] 4,474
Natural resources. o coevneeeeee-. 3,262 24881 2,271 21130 2,416 2,483
Commerce and transportation....  8.653 ©  9.066 i 8.776 7.3081 7.65| 7.99
Hwnnundmmumty develop- |

....................... ©1.503 - 1.809 2833 577 6971 1.4
Huld\.hboundwlfuc ....... 47,40 531310 60,413 39.512 46,39 | 51,945
Education..-.coceuuceccunrass \ 5430 4673, A58 | 36021 4157) 4364
Veterans benefits and services.....! 6,369, 7.305 | 7.515 6366 6798| 7131
Interet....ooenoenes 12,548 | 1338 1440 12.548 13,535 14.40
General government............ 246} ° 2548 g
I\ll(t;}mu:ec‘fo“:i l’ ] ;

i iy g e a0
Contingencies e o e evnennrete. ... - 150 | 550 |. 100 350
Undistributed intragovernmental : . :
payments: " p I
ernment contributions for .
employee reti Rl ~1,735 | —1.913 ~2,007 | =1.735 | —1.913 2,007
Interest reccived by ¢ tl:ustﬁmdu. | Z2.287 | ~2.678 ‘ Thoi | S22 | 2678 | 3,02
Total, new obligatiznal au- ‘
thority and c'x‘;engu:urle‘:. ‘ 171,944 . 179,325 ‘, 197,105 | 153,238 | 169,856 182,797
Loan account: ‘ !
National defense. _............... et 3 =2
International affairs and finance_.i 779 . 865 i 608 540 ne 67
Agriculture and agricultural re- | . 135

BOUTCRN.cooooooieoeeeeomann- PoLas L 450! sy nall 8 .
Natural resources.............. 17 4 19 . 2;
0 mu;ndmmpomuon...., 938 | ZI7 i b3} 138 ‘53

ouun comm

'.T ....... li '.m.’den"’p- 5,420 0 2,095, 2.1 1,708 | 3,257 |.3§g
Hulth. labor and welfare 570 18 =538 5712 2] - »
Vetrans bens and verv Comoam @) 81 B

any and . 590 555 |
Genenal covemn:mt-..'mm ..... -3, -4 : -3 - 2 ~40 =3
Total, lox ; ; : | l
mhﬂ:s:??t?{f.“.’.l 10, 618 ALY 4,618 5.176 5.779 3,265
Total, budget autherity and :
o f.'....l 82562 | | 186,499 i 201723 | 158,414 | 175.635 | 186,062
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Table 4. BUDGET AUTHORITY AND OUTLAYS BY AGENCY

(In millions of dollara)
Budget suthoruny Outlays
Description 1967 1969 1969 1967 1965 . 10
© actual  gstsmate . eotimete , octwal  qitimate { estimate
ure account: i i
islative Branch............. 261 m 2 4 oy W
e Judiciary. .o ......... N % 103 - 88 9%: 10
Executive Office of the President.- by ) k1] b3 2. . 3
appropriated to the Presi. ,
tooo...... neaeeaans 5401 4815 619 485 506 SN
Deartmensof ecdtue. ... R R+ SIS + B
ommerce. ...... . H 3
Department of Defensee- N . ! ) ! s
L CJLT 7.5 M6 67,466 TI.604
Department of Defense—Civil.. 1,337 1,338 1,307 1310 1378 1.3
Dq_anmem of Health, Educa- : : '
uon.lndtWe:‘fue.-.. ......... 41133 45,568 514680 3806 40.787 « 45,89
Urban Development...... ... L e 27630 s s LT%
Department of the Interior.... .. o4 844 M. 05 nsf 9l
Department of Justice............ 406 62 42 49, g 5B
Department of Labor. ... 4578 4772 490 3.247; 3.8%6¢ 39
Post Office tooll K25 74 em: 14 o) W
Department of State......_.....  “402° 399 48, 419 4| 4
Department of Tramsportation. .. 6,262 6,69 6,55 | 5.428| 5.753| 6.8
Treasury Department......... .. C13.084 14456 . 15,410 | 13,098 1 14,460 | 15,45
Atomic Energy Commission...... 2,19 20509 | 2,755 | 2264 2,333 | 256
eral Services Administration.. 16 32 371 1M: 43|  SH
NaAt:n;l.Ampautia and Space ’ o5
ministeation..... ... __ 4966 4,587, 4,369 - 9,423 4.80) .
Veterans Adminiuution: ....... 6.339 7.;7; i 7.% i Zﬁ; i 6.768 2 7.1
Other independent agencies.. .. 6.0 5782 6384 3.283) 3598 378
Allowances for: : t |
Civilian and military pay in. . ’
crease................_... e . 1,600 - S X
Contingencies.......__ 77T ey e oo! 3
Undistributed intragovernmental . . ' |
payments:
vcn;ment contributions for . . : 2.00
employee retirement. ... =17 19 2,007 -7 —1.913, L
nterest received by trust funds.. ~2.257 . -2,678 —g.% : —Z.IB; - —1.678 | -3,
[ PO A SR S
Total, new obligational ay. ! : :
thority and expenditures. 171,944 179,325 - 197.105 | 153.238 i 169.85% '”i’.’
w : x‘——— b | ——— 0 S e vor —a. _z. e 4 ceems —""‘"_’—1
Funds appropriated to the Pres;. i . ! R
dent.... ... ... 2 " s 2 | LR
Dwunmmtm:oumlm ....... 1.2 95 684 53 '3‘,’ %
(L 7 . 1
Department of Defense—Mili. 0 e 8 2 ; :
qutw """ of Defense—Cinil. i . ’ s -
tment ense ... : LA
Department of Health, E:i:u- ] o ’ i ' ¢
tion, and Welfare.. ... .. i 507 106 —98: 71 ni -

*Less than $500 thousand,
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Table 4. BUDGET AUTHORITY AND OUTLAYS BY AGENCY—Continued

(In millions of dollars)
} Budget authority Outlays
Description o i
;1967 - 1968 1969 1967 1968 1969
; actual | estimate | estimate | actual | estimate | estimate
Loan account—Continued ! |
Department of Housing and ! ' :

Usban Develornent ......... I 5947 3,879, 2579| 2098 3,565| 1,460
Department of the Interier. . ... 13 19 10 M. 21 12
Department of Labor. ........... ) na -114 114 ~114
Treasury Department........... ' L ., . * * *
General Services Administration. ... -3, —46 —4] -3 —~46 —41
Veterans Administeation.__.._... H 590 ; 555 302 490 370 268
Other independent agencies. ... . ... i 2136, Lel5) Lau 1.587 | 1,587 | I,365

Total, loan authority and ' : i
netlending........_.._.. ' 10,618 | 1074 4618 5. 176 | 57791 3,265
Tetal budget authority and outlays: | l
lative Branch. ......._.... i 261 272 295 240 274 285

e Judiciary.._............._. [ 91 [ 103 ] 9 102
Executive Office of the President.!| 290 3| 3 B 2 b4
Funds appropriated to the Presi- i i

demto... ... 5.428' 4,8% | 6143| 4.872) 5076 | 5424
Department of Agriculture. ... . 7,928 7800 7.5%| 588 67051 716
Department of Commerce........ 1,04 9l | 1027 738 782 853
Department of Defense—Mili- |

tary. . ieeio ... 72,2877 70755 79.M6| 67.465| 73,695 | 76,657
Department of Defense—Civil..i 1,357 | 1,358 | 1,%7| G310} 1378 1.3
Department of Health, Educa- |

tion, and Welfare ... | 41,6401 45,673 | 51,370 | 35.153 | 40,859 | 45,769
Department of Howsing and |

Urban Development...........0 7,368 5,703 5342 2.793| 4551 3216

ent of the Interior. ... ! 656 863 857 59 m 923

tment of Justice. ....... .. P46 542 409 444 355
Department of Labor._.......... co4.692) 4772 | 4,836 3.361| 3.876| 3,800
Post Office Department.... ... oRA5 1,14 920 | 1.141 ,087 761
Department of State............. ) 39 428 419 428 4%
Department of Transportation...  6.262 | 6.696 | 6,525| 5.428| 5753 | 6,28

teasury Department. .. ....... i 13,083 ¢ 14,456 | 15,410 | 13,008 | 14,46) | 15,425
Atamic Energy Commission. ... 219 25091 2,755 2.264 2333 2,346
General Services Administration. . "y 316 3% 131 389 493
Natuon_al Acronautics and Space i

nistration................. 49661 4,587 | 4,369 | 5.423| 4803 | 457
Veteugn Administration. . ..__.. 6,929 7,88 70| 6,846 7,139 7,382
Other independent agencies. ... 8,231, 7.397| 7.5 480 5.8 | 5.127
Allowances for; !

Civilian and military pay in- . i 1.600

ontingencies...._........ ... ecceaee.. b
Undistributed intragovernmental f
c::ymenu: b ; ' . : :
emment contributions for i ! :
employee retirement ... ~1.735 | —1,913 | —2.007 | —1.735 | —1.913 —2.00%
Interest received by trust funds.| —2, 287 | 2608 | -3.02 -2,267 | —2.678 | —3.04
Total, budget authori
wtl-ysff..--.-..f’.'.'.'f'.l- 182,562 | 186,499 | 201,723 | 158,414 | 175,635 | 186,062

*Leos than $500 thousand,
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e et O

Table 4. BUDGET AUTHORITY AND OUTLAYS BY AGENCY ~-Continued

tin millions of dollars)
Budut sutheraty : Ostler
. e et e oo - i & 5 v o e " e ant————————
Description 1967 1968 . 1% 1%7 1968 1969

sctusl  estimate  estimete | actusl atimele otimste

i e o — o - o R A & e ———
MEMORANDUM : |
Portion requiring current action by ‘
Congress...oveneenenacencnnnn. 135,432 123,400 © 141,496 :
Portion not requiring current ac- i
tion by Congress............... 58.667 69,944 : 73,085 .
Deductions for: |
Interfund and intragovernmental : :
transactions. ... .caenernnn... ©—6.569 -7.415 8200
Applicable receipts from the - . :
(o N 48 4430 4,608 |
Total, budget authority..._.. 162.562 186,499  201.723 l

1969 Budget Relavion of Audlomehon hOvﬂm

e mena P i g

b
t-

To be held for Ostlays ’

in Later Yeors 165.9 236.4
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Table 5. BUDGET AUTHORITY REQUIRING CURRENT ACTION BY
CONGRESS (in millions of dollars)

et -—i_‘ {‘- 1968 estimate 1969 entimue
l___-_, I
Desaription . . Yo ; Trans- l Later
»E enscted : Enscted * s:‘n:{.:'}':l ; Total TES{:: H ::u.t'::.l Total
I . :

o ] i ' 4. m 306 |oeeenens- 306
ltive Branch.._.... ' m : 0
ty e the ¢

Flgn:ds:i:;‘t'""“e.d““‘: nl ¥ R ;) A
to | ; .
| p::‘-."a:.,’:‘.'.‘_.,.;.’.@ szl ams. 0| 4ms| 52| 6| 638
Diﬁ:f'.".‘.".‘.f;fé;li 11 eAn s | 130 7 7.3::
ent Me H [ THR SR - v | 7 I 8.
DE a— ; D‘ a3l w3 8, mi &) o
D?fm-"mﬁ?lfu&‘..bff | non| i wo| non| mw) B 2
cpartment of De- | i 13e3: 1 L] 136 o :
B, ot Wl 'f ' 15,368
ot e 217 | 12858 16| Mde| S| 8 .
S ' o| s
il VPl ea2) 3] 25| 3.3% | 3387 '
Depam‘nmmt of the Inte- 1586 | 1.592 2! 1.1 |,ﬁg ...... W l.a‘g
Depariment o Jusie...| 48| A7, 4 “lomb o ou| m
Dcp‘nmentof bor. .. 638 %2 i M 1,174 920 [.ocaven-n 90
Post Office Department..; 1,215 ! i 30 M8 L. 418
Se.mrunmtof;&_aru.... 35 | 389 - | 20
partment rans-
portation. ........... ' 6,204 ‘ 'ogg i 2%; l';;i %:(7;%2 _________ 1,016
Rowury Depurtmept. . , 2,755
omic Evrey Con-| ) op | 2309 ot Mkl ma 9
General  Services Ad- ' T Y T ) 1 T
ministration...o. ... L oeser sm, 4 M| O
Nation;l AeroAnw'\ip ! ' ' H 4370
 Space ‘ : 4589 | 4370 Loooene :
tration. ..o 4,968 4,589 ........ J 9! 7,59
Veterams Administration.| 6,59 | 749 | 76| 7.57 7,528 -
erindependentagen- | el asi0f 8| ws| ezl M4 b
Allowaness for: 77" : | ! ;
Civilian and military | e 1,600 1 1,600
pay increase...._... { ......... e e TN ""‘igﬁ’! _________ 550 550
Contmgenciu ________ ormemeee jemeesaes ! I{
Tottl::'ﬁ budget au- : ‘ ‘ : !
ty requiring | . J : :
current action by ! ; : i 138,359 | 3,136 | 141,49
Congressn o | 120m | 337 | 12800 | 12

*Less than $500 thousand.

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis




58 THE BUDGET FOR FISCAL YEAR 19069

Table 6. RELATION OF BUDGET AUTHORITY TO OQUTLAYS

(In llnllmns of dollars)
1967 1968 1969
actual estimate estimate
Budget authorily requiring current action by Congress:
Enacted or transmitted herein:
Appropriations_ .. ...t 1122,542 | 120,922 | 133,90
Authorizations to spend debt receipts............_.. 7,742 3,801 2,552
Contract authorizations..........cceeceven veecnnn 5.110 320 1,848
Reappropriations and reauthorizations. ... _......._. 38 30f...........
Transmitted separately:
PrAtIONS . « o e e eeeeneeeeammcamenemmemmmade e e aann 13,14 3,051
Contract authorizations. ................ .......feceeeeeeens 186 8
Total, budget authority requiring current action
by Conll'eu zub ) ' ..... e-n ........ 135,432 128,400 141,496
Budget authority becoming acailable without current action
Congress:
Appropridtions. . ....o.ouoceeenzeeiinicieaaaaaas t 54,451 158,517 1 64.964
Authonutlom to spend debt receipts............_.... 1,264 2,819 2,133
Contract authorizations...........coceccceecvaaaann- 2,952 8,608 5.989
Offsels in determining totals (table 12):
Interfund and intragovernmental transactions. . . ........ —6,589 -7.415 ~8.240
Applicable receipts from the public................... —4,948 ~4,430 —4,618
Tohl. lmd(et authority for the (tables 3
Ty 182,52 186,49 | 20178
Umd Salantes anl adjustments: !
Brought ey start of year (table8)........{ 120,28 134,490 | 140,063
Written off (rescinded, lapsed, etc.).._ ... 21,160 ~2,467 ~1,550
Carried forward at end of year (table 8) ~140,063 | ~145,672
Application of new authority to prior obligations:
Budget authority of year, obligated previously. ... ... -913 —957 ~1.40
Budget authority of subsequent year, obligated cur-
rently. oo ccareecieccacacaean 957 1,49 1,46
Obligations incurred, net (table?)_....._....__. 168,175 178,931 194.597
OGIl(ach balances:
Brought forward at start of year (table8)._.._.._.... 9,387 79,023 82,238
Written off, less restorations, in expired accounts. ... .. 208 387 -65
jency ApPrOPHations..-ee..cececemaccoccacecnencl 831 0] ceceaesn-
Carried forward at end of year (table8)....._........ -19,03| -82.238) —90.708
Outlays (expenditures and net lending). .......... 158,414 175,635 186,062
MEMORANDUM !
Outlays out of current avthority_ . ._.....___........... 118,883 131,28
Outlays out of prior aUERGIIEY ... .. .oooooomn oo ||| Y02
Total, outlays. ... ........... e maanan 158,414 175.635 186,082
3407 wethiee AR ochers oer.'s ';az"'::.',:.:ws.:'“.s,; o 1000 SToey miar ey 1365

2 Includes adjustment of -Sb million for d

3 lncludes adjustment of —$22 million in 1967 and -86 million in 1968 for deficiencics in expired
accounts.
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Table 7. OBLIGATIONS INCURRED, NET (i millions of dollars)

Desceiption 1967 1968 % 1969
actual estimate ‘ catimate

f
Legislative Branch. .« ooooueo e 235 265 i 92
The Judicary. ..o oo 8 951 102
Executive Office of the President . . ... .............._.. 28 31 33
Funds appropriated to the President. _........._....__. 3,962 3,737 | 4,775
Department of Agriculture. ... ...ooooooiiiiiin 5.921 7.138 ! 7.413
Department of Commeree. . _.....ooooooeiiiiaoi. . 905 895 885
Department of Defense—Military . .._....... 72,662 30! 19.346
Department of Defense—Civil. . ........__.. 1.250 1,376 1.412
Department of Health, Education, and Welfare... 36,599 42,289 47.382
Department of Housing and Urban Development 3.049 2,133 ‘l 3,153
Department of the Interor. ... ..cooooceeoanns 508 803 l 895
stment of Justice. . 400 463 | 548
tof Labor. . ovooviieeeiiai it 3,484 3,812 § 3,783
Post Office Department ... .o ooooiooiiiiiiiiaaaaas LN 1174 920
Department of State. ..o .uovuneriemraaascnaniaaaecns- 393 403 | 429
Department of Transportation. . ..ocoonuacemenoacaoans ! 5.368 5,930 : 6,970
Treasury Department. .. o covnoeiceanscummcraoaeemeaan 13,068 14,429 | 15,341
Atomic Energy Commission. ... ccvneciccccancaonnaes 2,272 2,559 1 3.04
Genersl Services Administration. .. .. _ococeamiinne. 24 289 ! 3%
National Aeronautics and Space Administration__...._.. 4,984 4,857 4,361
Veterans Administration. o .. .oooreeescnceenneavnnns 7.085 7.183 7,458
Other independent agEnGES . -~ .vvnnnoomooneooes o mnn 8,741 9,189 l 8.611

Allowances for: !
Civilian and military pay increase. . .oo.oooeiienmniioaninrre oo i 1,600
tINRENCIES. . oo eoneccncmcvaracnsacacncascnsans I 150 i 550
Unéoisuibuted -djmtn:uenu to :mx:lu lbo;re: 1.3 L1 2.007

vernment contributions, as employer, for retirement. -1, -1, i -2,

Interest received by trust funds -« oeeesnn s —22 | -6 -3.04
Total, obligations incurred, met...._...oceunnens 168,175 | 178,931 ) 194,597

t
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THE BUDGET FOR FISCAL YEAR 1969

T:.ble 8 BALANCES OF BUDGET AUTHORITY (m-i!liouol (lollm)

s 1| s it | s 0 | s v

Description ——

Obli- Uuobli-} Obli- | Unebli-] Obli- | Unebli| Obli- | Unebli.

gated nudi gated | gated | gated | goted | gated | gated

lgg\s}mve Beanch........... 3; k1 Zg 43 18 40 2; n
Exe:uuve Oﬂ'ue of the Presi- l ‘

...................... 5 $ b * 4 * 4 .
Funds appropm!ed to the ;

President.........ccaoo..o. 7.840x 7.510 7.992: 7,450} 7,422 7,037, 8,105/ 7,054
DepamnentofAmcultuu-... 5,405  912: 5,538 2,596 6,025| 2,700! 6,322f 2,348
Department of Commerce. _. .. 952 260 1.136 369 1,1 176! 1,270, 180
Departmcnt of Defense—Mili-

...................... 26,891 |5.78|I 32.072| 15.097| 32,8891 12,664] 35,585} 12,310
Deputment of Defense—Civil. 319 19, 290 26 325 17 427
Department of Health, Eduea- '

tion, and Welfase.......... 4,983 23,055, 6.402) 28,0277 7.751| 31.688] 9,294 35,750
Departmmt of Housing and

Urban Deve | SO 5,2600 9,9111 6,331] 10,3471 5.861] 13,678 6,402 15,277

667 4|0i 834 440 1,013 374] 1,14 238

37 38 2 37 56 31 102 21

384 9,572: 495 10,782]  432{ 11,741 4151 12,794

547 s 580 s 667|....... 8.......
Department of State..._..... 102 37 82 33 15 72 2
Department of Transportation.| 7.337| 2539, 7.271| 3.,408| 7,412 4,108 8,101} 3,663
Treasury Department. ........ 94 30. 100; " 505 3 459 |
Atomic Energy Commission. ..} 1,128, 394 1,138 319 1,364] 270] 1,842 ......
General Services Administra- i

...................... 383 277} 129 352 19 7 83 306
National Aecronautics md

Space Administration. . 2,261 33 1.8200 312 1,877, W 1.672 39
Veterans Administration. ... 812! 8,373 1.047] 8,10 0911 8,485 1,140{ 8,714
Other independent agencies....| 3,946 41,599, 5,545] 46,505] 6,074| 46,462] 7,166} 46,899
Allowances for: Conungenctu.. ....... T $0| ....... 250| .......

Total, balances cartied I I | l I

forward............. 69.387!|2|.228-| ” 023l|34.490| 82.238|l40.063 90.708'145.672

. Lcu llun 8500 thousand.
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Table 9. MEANS OF FINANCING AND OUTSTANDING DEBT
(In millions of dollars)

Description 1967 1968 1969
sctual estimate estimate

BUDGET FINANCING

Borrowing from the public:
Nonbank investors_ ... ..oouooceecoemmrcccreccenn ~1.403
Commercial banks. . ..oomvneeemcrremensaann 405
Federal Reserve banks. oo o ooeooveemcoeenenenee- 4,549
Total, borrowing from the public.... . cconemee..- 3,551 20,840 8,000
Other means of financing the budget debicit:
Seigniorage on €oins.. - oo seooinnnconnrencniaeinn 813 410 226
or increase (—) in available cash and mone-
BAYY 383688 ¢ oo et ceeana 4,858 -1,018 173
Inctease or decrease (—) in liabilitics for:
ouuundmg (net of items in transit)_........ (37 PO IO
Deposit fund balances. .- oo ccneooooeceenne —-1,056 —428 —445
Total, other means of financing. ... .cecveeeeencn 5,212 —1,035 —~46
Total, budget financing. ... ...ococomecemamnnne 8,823 19,805 7,954
1966 1967 1968 1969
aclusl actual estimate estimate
OUTSTANDING DEBT AT END OF
YEAR
Gross Federal debt:
Public debt (issued by Treasury)........ 316,098 322,893 344,094 356,671
Agency debt (issued by agencies). . . .... 13,375 18,451 25,899 30,495
Total, gross Federal debt. _......... 329,473 341,343 369,993 387,167
Holdings by federally administered funds:
Publicdebt. ... .. .cooceoiiiana. 63,697 70,537 77.191 85,573
Agencydebt ... 167 1,647 2,802 3,594
Toul holdings by federally adminis-
ﬁmd:py--.uy. ....... 63,864 72,184 79,993 89,167
Net, Federal securities held by the
Public. . e oo . 25,609 | 29.160 | 290.000| 298,000
COMPARISON OF DEBT WITH
PUBLIC DEBT LIMITATION
AT END OF YEAR
Public debt. ..., ..ooeooeeeeno.. 316,098 | 322,893 | 344094 | 356,671
P ortion &.
Public debt issued to Intermational
Monetary Fund and international lend-
Ing organizations. ... .. .ooooceoeoan. 3,810 3,328 2,937 2,237
Azmcbn debt subject to limitation on
debte e 462 512 4,568 4,632
Pubhc debt not subject to limitation (—). 266 262 255 250
Tohl. debt subject to public debt
Timitation, elllm F: ......... 320,102 326,471 351,34 363,290

The applicabl 1 l. 1965: $330 billion from July

1. 196t $55Hable p 7‘:’.‘.'.‘..‘1'»15.':"""'""':;.':3 gii’bh‘ﬁ‘:g}‘:&“;{i‘{u. 1968. The x...:' limitaton sire
at ) ¢ H tion, emporary incresse
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62 THE BUDGET FOR FISCAL YEAR 19690

Table 10. EMPLOYMENT (FULL-TIME PERMANENT) IN THE EXECUTIVE

BRANCH
As of June
Description
1967 1968 1969
actual cstimate estimate
Defense and Post Office:
Department of Defense, Military and Military Assistance !.| 1.193.657 | 1,220,500 { ' 1,223,500
Post Office Department ... oocoooooinrinimiainiccaaaaann 528,254 550,600 | 568,400
T T P 1,720,911 | 1,771,100 | 1,791,900
Civilian agencies other than Post Office:
Department of Agriculture. ... ..o iaat 85.713 85,800 86,300
Department of Commerce. ... oouoemenoaaiiaaaaaeooan 25,900 26,200 27,000
Department of Defense, Civil 2. ... .. . ... ...... 31,950 32,200 32,600
Department of Health, Education. and Welfare........... 97.792 105,400 108,800
Department of Housing and Urban Development......... 14,250 14,800 16,200
Department of the Interior. ... . ....cooiiiicaaas 60,606 61,100 63,500
Department of Justice. . .....cuoeereerovccnecenacanaans 33,176 33,650 34,200
Department of Labor.... o oooeeone e ccaeaaaaaan. 9.461 9,700 10,700
Department of State. ... oooemoie oo 26.849 26,900 27,000
Agency for International Development._. ... ........_. 16,713 17,600 18,100
Peace Corps._ .. occeeeennee. et e emtea———————- 1,240 }.400 1.600
Department of Transportation......c.occeouiervananaans 55.187 57,700 59.600
Treasury Department. o .o oouocemooreceiecaacnaanan- 81.591 82,000 85,500
Atomic Energy Commission._ ... _....oovmiminiinnnaoan 7.013 7.150 7,300
General Services Administration. ... ......oceveaan.-. 37,117 38,300 39,700
National Aeronautics and Space Administration.........._ 33,726 32,400 32,600
Veterans Administration. . ... ....cooooiiiiiiieoaiaan. 150,225 152,100 154,000
Other agencies:
Selective Service System_ . ..o aaans 7.085 7.200 6.900
Stmall Business Administration.........c..cooaeeaaoa- 4,142 4,300 4,700
Tennessee Valley Authority. ... c.oooiioiiniiaaniian 11.903 12,350 12,700
The Panama Canal.. ... .. ... .. ... 14,571 14,950 15,000
United States Information Agency. . ......ccoooueee... 11,686 11,650 11,700
Miscellaneous agencies. . . o.ovnovieueneinneniaaananan 32,204 33,550 35,100
Subtotal.._ ... ... ... ... ereaamtenaann 850,140 | 868,400 | 890,800
Allowance for contingencies >._.... ... ... . ..cooceeeeifemnacncaaan 2,400 4,800
Total e et e 2,572,051 | 2,641,900 | 2,687,500

Note.—~The hgures for 1968 and 1969 include tentative estimates for employment under appro-
riations proposed for later trammittal. More detailed information on employment is contained in
pecial Analysis F on pages 527 to 535,

t In addition. there are approzimately 42,000 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 techniciant
to direct Fedecal cmzlnyu status in fiscal year 1969, Salarics of these technicisas have been and wil
continue to be paid by the Federal Government.

Employment of the United States Soldiers’ Home is included under “Other agencies’ and eacludet
member.emplayees.

3 Subject to {uu distribution.
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ANALYSIS OF RECEIPTS

This section of the budget presents the estimates of revenues and
discusses the economic assumptions on which the estimates are based.
Also included is a discussion of legislative proposals which affect
Government revenues.

CurreNT Ecoxoumic OuTLook AND Prorosep Tax LEGISLATION

The tax system, through its effect on after-tax income, influences
how much individuals and businesses buy and save. In this way,
Federal tax policy, along with expenditure and monetary policy,
affect production, employment, and purchasing power in the Nation.
The present economic expansion, the longest in our history, about to
enter its eighth year, is due in part to the effective use of tax policy.

In early years of this expansion, the slack existing in the economy
demanded that prime attention be given to the question of how to
employ fully our physical and human resources. Since lnte 1965, how-
ever, the problem shifted from one of slack and under-ntilization of
resources to one of maintaining full employment without inflation.

Present levels of prices and interest rates, and the overall rate of
economic growth suggest that the economy needs more fiscal restraint.

To complement this budget’s stringent policy on controllable out-
lays, a three-part tax program is being recommended. It is in the same
form as proposed last year.

» A temporary 109, surcharge on individual and corporate in-

comes;

o The acceleration of certain corporate income tax collections;

e A postponement of the reduction in excise rates on antomobiles

and telephone service, scheduled under existing law for April 1,
1968.
64
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With these fiscal measures, the inflationary pressures are expected
to ease and economic growth continue. Thus, the basic economic as-
sumptions underlying the revenue estimates are:

ECONOMIC ASSUMPTIONS

|Calender years. In billions]

1966 | 1967 1968
actusl preliminsry estimate
Gross national product. .. .oooveieeonn. $743.3 $785.1 $846
Personal income. . ov.uo v 584.0 626.3 675
Corporation profits before tax.....cvueonnonnn 83.8 80.1 87

Rerenue effect of proposed legislation.—The 10% income tax surcharge
is proposed to become effective January 1, 1968, for corporations and
April 1, 1968, for individuals. Increased tax collections in fiscal 1969
from the surcharge on individuals will average about one extra penny
un each dollar of income. In total, the added income tax receipts, in-
cluding those from the ncceleration of corporation income taxes, would
be $2.7 billion in fiscal 1968 and $10.2 billion in fiscal 1969. The
recommended extension of present automobile and telephone excise
tax rates would also prevent the loss of $0.3 billion in 1968 and $2.7
billion in 1969 from reductions scheduled under present law. The
surcharges and excise tax extensions will expire on June 30, 1969.
Transportation and other user charges are also being recommended,
with an estimated increase in revenues of $0.3 billion in 1969.

.'l‘hcse revenue proposals would raise budget receipts over their
yield under existing law by $3 billion in 1968 and $13.2 billion in
1969. The economic projections on which the tax estimates are based
assume enactment of the revenue legislation. If the legislation were
not enacted, inflation could push the dollar value of national output
and income higher, with the result that the increase in revenues
under present laws could be somewhat higher than implied by the
above economic assumptions.
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66 THE BUDGET FOR FISCAL YEAR 1969

ESTIMATED EFFECT OF PROPOSED LEGISLATION ON BUDGET RECEIPTS

Proposal l"iu':)l6 guv ; l-'iuﬁ)l6 I‘"
Income taxes:
Proposed surcharge:
Individual income taxes. .. couneicemeoneeeciirceaeecrenaaaaes $930 $6,920
Corporation income taXes. . .o o veeeereencuneeaceaneceoonnnnneeas 970 2,880
Acceleration of corporation tax payments. .. ......oceceeccccicaann 800 400
Subtotal, income tax proposals. .. ... ... . c.ieieociaaacea.. 2,700 10, 200
Excise taxes—extension of present rates:
AULOMObIlES -« - oo oot ieeieeceeetemeeaseannnaeaannan 190 1,500
Telephone service. . ... ueuvnveeenerconencaconnnssennmnesennssanns 16 1.160
Subtotal, excise EXtensIONI. . . e eeeeeenenairncceeeeacnnaannne 306 2.660
Uhser charges: }
‘Transportation:
AVIRtION SEIVICES. o . oo eeeneeceececincaeccccnnonscnsecasosuanc|oscasnacene 40
WRLeTWRYS .« o v eeeeeeeeccaecemcecnmansceneesanssnsssmonesns|onasasennnn 7
Highways—increase diesel fuel tax and apply graduated use tax on
heavy trucks. ... iieiieiiieeiecreeccecarcenaanencfenonancnens %9
L0 3 I n
Subtotal, user charges Ve _oo. oo iciiincciiniianenarafennecoanaee 27
Total, revenues under proposed legislation. ..........cccneen.... 3,006 13,157

t Ex¢cludes charges which are offsst againet the expenditures of the programs to which
they apply.
Revenue effect of changes in the tax structure.—Two changes in the tax
structure are scheduled under existing law:
« automobile and telephone excises would be reduced on April 1,
1968, and

e social security taxes will rise from expansion of the covered wage
base (effective January 1, 1968) and a hike in the combined pay-
roll tax rate (effective January 1, 1969).

The proposed tax program, as mentioned above, includes legislation
to defer the change in excise taxes. The change in revenue resulting
from proposed changes in the tax structure, at the projected levels of
personal income and business profits, can be calculated as follows:

1968 1969
estimals  estimels
Increase in revenues from proposed Jegislation (above) ... .................. $3.0 $13.2
Changes in revenues under provisions of existing law:
Reductions (—) of present excise tax rates (proposed for extension)........ -0.3 =27
Scheduled increases in social security taxes. ......oooeenmnnniimnnnann. 0.3 33

Digitized for rTotaliincrease in revenues due to proposed changesin tax structure_...... 3.0 13.8
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ANaLysis oF RECEIPTS BY SoUrRCE

Individual income {ax receipts are estimated at $80.9 billion in fiscal
1969, $13.2 billion higher than in 1968. Higher personal incomes will
account for a little over one-hulf of the increase and the remainder
will result from the 109, surcharge.

BUDGET RECEIPTS BY SOURCE
{in millions)
Estimste
Description Actual,
1967
1968 1969
Individual income taxes...........ciiieeaaiaeianiencacanans $61,526 | $67,700 | $80,900
Corporation income taXes. - ooneennneeeenceaneecnnmcrsnnnann 33,9711 31,300 ] 34,300
Employment taxes. ....ooooumeieviierentoniiiacaccaaemanes 783 2,70 34154
Unemployment insurance........ccovueemeemoeeaeaenanannas 3.652| 36601 3.5
Premiums for other insurance and retirement. . .........ocoen-- 1,853 2,009 .25
Excise taxes. o oooooenniiiiieii e e e ecaas 13,7197 13,848 14,671
Estate and gift tames. o ..oooonoeineoineeiiaenannannnn 2,978 3,100 3,400
Customs. ... oo 1,901 2,000 2,070
Miscellaneous receipts. . .o.oonve vntevinmeienancancacanane 2,168 243| 274
Total, budget receipls. ......oovmenemanniaaneaaes 149,591 | 155.830 | 178,108
MEMORANDUM
(Excluded above; offset against expenditures)
Interfund and intragovernmental transactions_ _............-. 6,589 7.415 8,240
P "’F‘ittlry receipts fromthepublic. . ... ... . ..ol 4,948 4,430 4,617

:Single people who earn up to $1,900 and a married couple with two
children who earn $5,000 or less will pay no additional tax. The effect
o1 certain taxpayers is illustrated in the following table:

INCOME TAX OF MARRIED COUPLE WITH TWO CHILDREN
{Calendar years 1963, 1967-69]

Wage income 1963 1967 1968} 19692
8000, . $65 # # $#
$00, 420 290 29 %0
00 877 686 7 0
$Mooo0, .31 L4 .19 1,10
05000 . 2,481 2,062 2.217 2,165
000, . . 3181 4412] 4703] 463

. Note, A
s grester,

} Assumes effect; te of h is 7. Apr. 1, 1968, efective date.
o * Aviuenes cl::ﬁ:: ::t: of ::::lu:::: :: ;‘7. utn:n‘l.n-"'nlio- d-u.d June 30, 1969,
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Corporation income tar receipts are expected to be $34.3 billion in
fiscal 1969, up $3 billion over 1968. The increase is due to the expected
rise in corporation profits as well as the full year effect of the 109
surcharge.

As part of the continuing effort to put tax collections on a current
basis, two further accelerations in corporation tax payments effective
in fiscal year 1968, are being proposed:

» The percentage of a corporution’s estimated tax for any given
calendar year to its final liability will be increased to 80 from 70.
The 80% requirement is already applicable to those individuals
who are required to pay taxes on the basis of their estimated
tax liabilities. Increased revenue from this proposal would be
$400 million in fiscal 1968.

e The present exemption on the first $100,000 of corporate tax
linbility from the requirement of payment on a current estimated
basis will be eliminated over a 5-year period. This change would
put corporations on the same tax basis as an unincorporated pro-
prietor who now must make estimated tax payments on his
entire liability over $40. The revenue increase under this proposal
is $400 million in fiscal 1968 and $400 million in 1969.

Employment tazes are expected to yield $34.2 billion in 1969, which

is $4.4 billion above 1968. This increase is a result of:

* 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,

e Anincreasein wages subject to tax from $6,600 to $7,800, effective
January 1, 1968, under present law. This increase will have little
effect on fiscal year 1968 receipts because most contributors will
not reach a $6,600 salary for the year until after June 30.

¢ Anincrease in the combined tax rate on employers and employees
from 8.89, to 9.6% as of January 1, 1969, under present law.
(This includes an increase in the combined tax rate on employers
and employees from 19, to 1.29%, for health insurance for the
aged.)

Excise tazx receipts in fiscal 1969 are expected to be $14.7 billion,
about $800 million higher than in 1968. Proposed transportation user
charges account for around $300 million of this increase. Collestions
will also increase from excise taxes reflecting iucrensed sales of the
products and services involved. The estimates reflect the effect of the
legislative proposal to retain, until July 1, 1969, the telephone excise
tax at 10% and the automobile excise tax at 7%. Under present law
the telephone tax is scheduled to be decreased to 19, on April 1, 1968,
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and be repealed on January 1, 1969. The automobile tax is scheduled
to decline to 29, on April 1, 1968, and to 1%, on January 1, 1969.

User charges.—Legislation is being proposed in several areas to
relieve 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 where
legislative authority exists. Al present charges sre reexamined
regularly to assure that they adequately reflect the costs incurred.

In the transportation area, legislation has been proposed to bring
the payments by operators of heavy trucks closer to a fair share of
highway costs; receipts to the Highway Trust Fund would be augmented
by raising the tax on diesel fuel and by increasing the use tax on
heavy vehicles according to a scale graduated by weight.

Legislation will be proposed for additional user charges to help
cover commercial and general aviation shares of the cost of the Federal
airway system, following the completion of systems studies now
underway.

A user charge of 2 cents per gallon, increasing to 10 cents per gallon
over the next 5 years, is proposed on fuel used by vessels navigating
the inland waterways.

Cuances 1IN THE Receirts TaBuLAR PRESENTATION

Table 11 is different from the tables of budget receipts which have
been shown in previous budget documents. It covers both Federal
funds and trust funds, and adds to the total of budget receipts on the
basis of the general concept recommended by the Commission on
Budget Concepts. Thus table 11 includes only essentially govern-
mental receipts, and, except for refunds which are shown explicitly,
cach entry is shown on a net basis. (See the introduction to Part II
of this volume and Special Analysis A for discussion of the new budget
concepts.)

Some items which in previous years have been included in table 11
8S receipts are now shown in table 12. They are of two types:

* Proprietary receipts from the public—These are being treated,

as the Commission recommended, as offsets to expenditures.

* Interfund and intragovernmental transactions.—These items are
Payments by one agency or fund of the Federal Government and
receipts of another in exactly the same amount. They do not affect

. the budget deficit, and are excluded from both outlays and receipts.

Seigniorage on silver, which formerly was included as a receipt is

Now considered as a means of financing rather than as Government
income,
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Table 1. BUDGET RECEIPTS BY SOURCE, NET (in millions of dellars)

1967 ‘ 1968 1969
Individual incotme tazes:
Withheld ... ..ocviaeaarirencaareaevannaannas 50,521 56,400 67,300
Other. ... ieiectcccticcrececacanrccsnacas 18,850 ! 20,325 2,255
Gross individual income tazes. . . ................ @37 | 76.7zs| 90,555
Refunds. . ...ocoooieieaenmeecenceenaeennnes -85 | 9.0 | -9.6%
Net individual income taxes. _......ccvvenenn... 61,526 67,700 80,900
Corporation income tases. . ... .o o ceooeeaooeooo. 34,918 32,400 35,200
.......................................... 946 -1,100 ~900
Net corporation income taxes. ......coccoocunnn. 33,971 31,300 34,300
Employment taxes (trust funds):
eral old-age and survivors insurance ! ... _........ 22,354 22,730 25,569
Federal disability insurance?..........ccocnanann... 2,269 2,764 3,538
Federal hospital insurance ¥ .. ... ..o oen..... 2,689 3,635 4,3%
Railroad retirement accounts ... _....cceeeennnnnnn. 793 866 957
Refunds......cceeeeeeeciieiicevieneccsanmmeanen ~282 -265 -~300
Total, employment tazes. ........cueueeennennnnn 27,823 2,7% 34,154
nemployment insurance (trust funds):
State tazes deposited in Treasury?.._................ 297 2,900 2,800
Federal unemployment tax veceipts 2. .. __....._..... ! 595 62l 659
Railroad unemployment tax receipts . ................ i 146 144 14
Refunds. . c.ooneenaciticatneeneencscercscanenans -6 -8 -
Total, unemployment tazes... . . oo ooocernnnnn.. 3,652 3, 660 l 3.5%
P'Mf;nsd.) for other insurance and relirement (trust |
Feded mpplencnal pefialimoce | ) )@
retrement con-
DALORS. . o eeeeneacaneieccseneeenarnananaan 1,206 1,335 1,380
Total. premiums for otherinsurance and retirement.. 1,853 2,00 2_._27_5_
Excise taxes:
acturers’ excise taxes
Federal hnds:
Gasoline. ..oo.eemeceireeeenaneeenananan 31 30 2
Passenger automobiles......ocooeeeioinaanenn-- 1,414 1,545 1,645
Firearms, shells, and cartridges. ........coenean.t 28 ba 30
Fishing rods, creels, ete. .o oocovnnecacvecaannnn 10 1 12
Pistols and revolvers.. .. oo ooeemeeemrieaanannes 4 5 6
All other, incdluding repealed...................... -10 b 3 SO
Trust funds:
NG e necnesnemcenmnenesesnssnmamsnncnn 3,106 3,030 312
Automobile trucks, buses, and trailers..........._.. 525 466 o
ires, innertubes, and tread rubber.. ... ... ..... 543 527 554
Dicsel fuel used on hi R, 190 198 310
on certain vehicles %... ... ...on.ennenn H2 m 85
Truck parts and 8ccess0ries. . -.o.evummenemennenns 9 4] ]
Lubricating oils - 108 % B
Total, manufacturers® excise taxes. ....ooeeuenon-. 6.19 6,105 6:“_‘

See footnotes ot end of table.
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Table 1. BUDGET RECEIPTS BY SOURCE, NET (in millions of dollars) —Continued

1967 1968 1969
actual extimate estimate
Excise taxes:—Continued
Alcohol taxes:
Distilled spirits... ... ooovminiicaciiaaciaaccnns 2,967 3,09 3.220
Beer. ot it imeee——a——emaaae 94} 970 .
Rectification tax. ......coeeeoiiracceanaienaaens 25 25 27
LY P 121 130 135
Special taxes in connection with liquor occupations. .. 2 b 2
Total, alcohol tax_. ... ... . cooiioiiaiio. 4,076 4,242 4,404
Tobacco taxes:
Cigarettes (small) ... o i i, 2,023 215 2,150
(Ciism (large) ... E 5? 55; 5?
1garett tubes. ... aeiiaean
Kl other e o i | 1
Total, tobacco taxes. .. .oounnoeneveiiianaan 2,080 PR/ 2,207
Documents. . .. ... oo cmns 68 ;> 71 IO
Retailers’ excise tax (repealed) ... oooioveneoaanan 4 [
Miscellaneous excise taxes:
General and toll telephone and teletype service . ... 1,102 1,180 1,240
Transportation of persons by air_ . _............_... 170 204 23
Other aviation user charges. ......cooooooevomooao oo 40
&Jd used on inland vrl_tumy:..-:;‘.‘;j. ....................... 7S . z
Sugr tas uxch including occupationa] taxea. - 104 108 109
Coin-operated gaming devices. _.._............c..-. 17 17 17
nterest equalization tax. .. ... ..eoioinininaen 20 20 20
oreign insurance policies. . ... oooeeroiomacaaan- 16 19 21
All other miscellaneous excise taxes.........cooaee 7 3 2
Total, miscellaneous excise taxes. .. ..o .ocounnns 1,442 1,557 1,692
Undistributed depositary receipts and unapplied col-
lections. ... ... ... ... .. e e 11 7% EOUTY U
Ciross excise taxes_... . ..oomiiinieaniaiannaonns 14,114 14112 14,931
Refunds. . e —395 ~264 -260
Net excise taxes. . . oo oovooenmemmenencmenas 13,719 13,848 14,671
Estate and g e 3,014 3,140 3,40
Refund oo L3 —80 ~%
Net estate and gift taxes. ....ooovooenmnaoneone 2,978 3,100 3,400
Customs . s 1,972 2,012 2,142
Refunds, - 0 0 . -7 -12 -1
Net customs. .. oo oo e amaaanaan 1,90 2,000 2,070

See footnotes at end of table.
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Table 11. BUDGET RECEIPTS BY SOURCE, NET (in millions of dollars)— Continued

‘ 1967 1968 1 1969
: sctusl estimate | estimate
T T e T
Miscellaneous receipts: ¢ ' ! !
Miscellaneous 38, -« .eeeemmoeneeeeeeneanes | % 3 | "
Deposit of esrnings, Federal Reserve System.. ... P88 21751 2.4%
Bullion charges._.......eeuuemneemnenneananennnn. ! 2! 41 5
i
Fees for permits, regufatory and judicial services: ; !
Jmmigration, p:upott. and consular fees............ ! 3 33 37
Patent and copyright fees.......... N 25 26 n
Registration and filing fees. . . . .. 2 20 25 by
Fees for lqgl and judicial services . 20 2 3
Migratory bird hunting stamps. . . 5 5 5
Miscellancous fees for permits, licenses, etc. ... M 8! "
Total, fees f its, fatory and judicial
ol e fo pemits, repitoy sod il | | g
Fines, penalties. and forfeitures. .. ............_...... 17 ' 4 2%
W tions and ies under militar .
e e e iy o) %] %]
Gifts and contributions. . ..o« eeverernaernnnnnnns. 4] 5 5
Total, miscellancous receipts. . .o..oeeeve.ennnn.. IR 2,74
'{,:;l. budget receipts 149,59 | 155,830 | 178,108
Federal funds. .. ... oo NP ‘ 16,005 | 133,271
Trustfunds. ... .oooeeiieieeieceiiaanaan 37.812 I 39.825 4,89
—T—A—;mnll.lpo;l“:l_uch of these items cqmo;;—r:q the coverage of certain State and municipal
;.";‘.:. . These s ts were formesly included in ' Deposits by States.” The amounts are 80
) 1967 1968 1969
Feders) old-age and survivors trust fund. ............. 1,838 2,033 2,300
Federal disability insurance trust fund. . ... ..... 183 243 3l
Federal hospital snsurance tsust fund. .. ... ... ... 206 324 32

t “Deposits by States™ are State payroll tezes which cover the benefit part of the program. The
Federa] payroll taz covers administsative costs ot both the Federal and State level. Railroad
u’l.ulnqleyl:cn ta3 receipts cover both the benefits and administeative costs of the program for
the railrosds. X

3 These tages which are ususlly classibed as miscellancous enciee tazes have been included with
othet highway tazes,

¢ Truet fund amouats in miscellancous receipte are: 1967, 43;: 1966, 47; 1969, 51.
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Table 12. RECEIPTS OFFSET AGAINST BUDGET AUTHORITY AND

OUTLAYS (in millions of dollars)

1967 1968 1969
sctual estimate estimate
INTERFUND AND INTRAGOVERNMENTAL
RECEIPTS
General fund contributions to insurance programs:
sy S —
titary service credits, vanous programs. ... .cccceeucn-s
Supplementary medical insurance.....cceoeeioneceianeen 623 Vg 895
Hospital insurance. . .. oovooioeoeiacvccsccnaceannaan 327 541 465
Veterans life insurance .. . oo e ceeninemcanaan 7 5 5
Total, general fund contributions to insurance program. 1.078 1,407 1,714
Government contributions to employee retirement. _ . ___.._. 1,735 1,913 2,007
Interchange receipls of trust funds:
o3pital INSUIANCE . .. ooe e iiaiiniemenneacceenam——— 16 44 55
Railroad retirement . oo ... 638 566 625
Railroad unemployment insurance. . . n » 2
lemployees’ retirement ..o viommeaenccocanaan 1 i 1
Total, interchange receipts of trust funds. ... _.____._ 684 640 710
Miscellaneous governmental veceipts: Forfeitures, claims. .. b7 3 I 10
Miscellaneous propri receipts:
Interest on (ﬁvmz upil’:l. in enterprises. ... ........ 676 672 653
Interest received by trust funds....ooooeeeceoemeceenann- 2,268 2,639 3,017
Dividends and other eAmings.. . - eocvoeonnnnnannenes a 27
Charges for services and special benefits. ... _....._... Y] 102 103
ymullts and cl;(i:anca .undAcr :(en‘\g{uy extended 8
ployment pensation Actof 1901 ... oo..i] 0 0 deaeeciiiannfaiiineeos
Recoveries and refunds. . . ..o oo eee oo coademianeeee 15 e
Total, miscellaneous proprietary receipts............. 3,069 3,455 3,800
Total, interfund and intragovernmental receipts.._. ... 6,589 7.415 8,240
PROPRIETARY RECEIPTS FROM THE PUBLIC
Vﬂum life [T g ] s T, 500 496 487
Seigtorage. . e eeeeaeeaeannn 4 16 17
Interest:
Interest on domestic loans to individuals and private orga- "
Inteen o Forcign ours e dfrd Forcign cliaions - 18| e
nterest on foreign loans erved foreign ceae
Miscellanecus interest collections.. ... - - coeneonoeeonns 40 61 a
Total, nterest . - - oo emeoeeaae e eeeannn 319 kY. 321
Rents:
Rent on Outer Continental Shelf lands.—. oo oo cvereene 596 45 420
Rent of land and other real property.... . - 33 33 3
Rent of equipment and other personal property 0 4 40
Total, renmts. . oo oo e eeeeoaceema——aae 670 508 493
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Table 12. RECEIPTS OFFSET AGAINST BUDGET AUTHORITY AND
OUTLAYS (in willicas of dollars) —Continued

1967 1968 1989
sctual etimate estimsle
PROPRIETARY RECEIPTS FROM THE PUBLIC~Con.
Royalties:
Royalties on Outer Continental Shelf lands............... 4 65 1]
Miscellanecous royalties. . ..o crcmcmiaaceaaaa..t 148 169 1n
Tota), royalties. ... ooremcaiaeecaaacancnaaann 189 234 252
Sale of products:
Sale ef timber and other natural land products_ .. _....... 229 247 254
Sale of power and other utilities. ... ................ 249 m 28
Sale of other products. .. . o.cocceiacceaaicaaccaaaae 29 33 i L
“Total, saleof products. . ..o oo 507 550 51
Fees and other charges for services and special benefits:
Admission permits and fees....o.cnoeereiiniiaanaa 10 12 13
Business concessions... ... oueeencencoecennacannaaas 1" 12 12
Charges for administrative and professional serviees... ... 20 n bi)
Charges for communication and transportation services. 6 21 H
Other feesand charges. ..o oo eeiaaaeaaanns 124 4 I
Total, fees and other charges for services and special
[ 172 208 .
Sale of Government property:
Sale of land and other real property. .. ouooounainnn. .- 61 75 68
Sale of equipment and other personal property_........... 1,674 1.391 1.560
Sale of scrap and salvage material...oo ool .oo Lol 29 3 3
Total, sale of property . ...ococoeonrociomcencnann. 1,764 1,499 1,658
Realization upon loans and investments:
Reptymmu of investments in Government.owned enter- 5 p
.............................................. 4
Reptymmu from States and other public bodies..._._.._. 58 3 E
Repayments of domestic loams to individuals and private
OFEANIZATONS e oo e oceeeootom oo e e mne 184 195 193
Repayments on foreign loans and deferred foreign collections. £/ 183 183
Repayments on miscellaneous recoverable costs....._._... k') 115 135
Miscellaneous repayments on loans and investments....... 3 2 2
Total, realization upon loans and investments._ . ...... 665 502 521
Recoveries and refunds:
léecovenu m?- profits Jnd COMtS. ... . iiieiiios I)‘l’ ;6 ;?
ecoveries oreign aid programs. ... _........... 3
Other recoveriesand refunds. . ... ..ol 8 » LY
Total, recoveries and refunds.__......__._.._..__... 139 88 8
Total, proprietary receipts from the public.._.___.____ 4,948 4,430 4,617
Tohl, receipts offset against budget authority and
T T 1,537 11,845 | 12,857
Of which;
Federal funds_ ... ..oo.oimimniiiiiimenians 3,938 3,215 3.1%
Trust funds. ... oooo e aeaee. 7.59 8,630 9.7
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Table 12. RECEIPTS OFFSET AGAINST BUDGET AUTHORITY AND
OQUTLAYS (in millions of dollars)-—Continued

1967 1968 1969
actual estimate estimate
MEMORANDUM
These receipts are offset as follows in tables of budget author-
ity and outlays:
Distributed by agency and function:
Interfund and intragovernmental payments. _......_._... 2,586 2,864 3.
Proprictary receipts from the public. ... ................. 4,930 4,391 4,59
Undistributed by agency and function:
Government contributions to employee retirement. _...... 1.735 1.913 2,007
Interest received by trust funds:
Interfund and intragovernmental receipts. ... .......... 2,268 2,65 3.0z
Proprietary receipts from the public................... 18 39 25
i1 R 11,537 11,845 12,857
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ANALYSIS OF FEDERAL ACTIVITIES BY FUNCTION

This section of the budget presents the major elements of the pro-
gram recommended for the Federal Government for fiscal year 1969.
It describes, for each of 12 major functions served, trends and
developments anticipated in existing programs and new programs
the Congress is being asked to enact.

In line with the recommendations of the President’s Commission on
Budget Concepts, the tables and textual presentation in this part of the
budget reflect several basic changes from previous years. There are
three major departures from past practice:

» All Federal activities designed to serve a particular purpose are
consolidated, with Federal funds and self-financed trust funds
combined as appropriate into a comprehensive total.

o In each program, “expenditures” and ‘net lending” are separately
identified.

 Receipts from the public arising from market-oriented or business-
type activities of the Government are offset against the expen-
ditures for the function to which they relate—thus highlighting
the net impact on the budget.

In relative terms, the changes being made in accordance with the
Commission’s report do not significantly alter the functional fofals
that would have been reported on the “consolidated cash” basis pre-
viously used in this part of the budget. However, the size of many
of the individual components and the forin of their presentation differ
considerably from former budgets.

SUMMARY

In fiscal year 1969, total budget outlays are estimated at $186.1
billion, including $182.8 billion of expenditures and $3.3 billion of
net lending. The total compares with overall outlays of $175.6 billion
estimated for fiscal year 1968.

Expenditures.—National defense programs account for $79.8 billion,
or 43.7%, of the estimated 1969 expenditure total. About one-third
of defense expenditures are for our operations in Vietnam. Defense
expenditures in 1969 are expected to be $3.3 billion higher than in
1968—%1.3 billion of the increase is accounted for by Vietnam, the
remainder by other defense programs.
Civilian expenditures are estimated at $103.0 billion in 1969, and
account for 56.3%, of total expenditures.
¢ Health, labor and welfare programs ($51.9 billion) make up
one-half of total civilian expenditures. The social insurance
78
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trust funds—chiefly social security, unemployment insurance,
and Medicare—account for $39.5 billion of the spending for this
category.

¢ Other major social programs—notably education and housing

and community development—represent another $5.8 billion in
expenditures.

These three functional categories combined will account for 56%
of civilinn expenditures in 1969. They will increase by $6.5 billion
between 1968 and 1969, accounting for over two-thirds of the overall
rise in civilian program spending.

All other expenditures will comprise 24.8% of the estimated total
of expenditures and will rise by $3.2 billion in 1969.

BUDGET OUTLAYS

{Fiscal years, In millions}

Function 1967 1968 1969
actusl estizmate | estimate
Expenditaves:
National defense. . . oo oeveen e crseeeamenanmnemnae $70.095 | $76,491 | $79,792
Excluding special Vietnam, ... ....ooooiaiiimnaeannns (49,961)} (51.960) (54,008)
International affairs and BRANCE. « oo oo ooneoeinrneaaaaenan 4,110 4,330 | 4.478
Excluding special Vielnam. . . ... . .cociioiieiinnanaaaaans (3.687)] (3.872) (3,998)
Space research and technology.....ooovomvemeocaoncnamaacnns 5,423 4,803 4,573
Agriculture and agricultural resources. ... ..ocoiiianenn- 3,156 4,412 4,474
Natural £e30UPCEs . - - v oo oo mmaam e meaaanmmen 2,113 2,416 | 2,483
Commerce and transportation. . ......occescmcecnmrannannas 7,308 7,695 7.9%
Housing and community development. .- ..oeooneucznnnan 577 97| 1.429
Health, Iabor, and welfare. ... vovvooamceeeeneanaemnnaa 39,512 | 46,396 ! 51,945
EduetiON. - oo oo o oo eannn 3,602 4,157 4,364
Veterans benefits and Bervices. . . oo ooveneeconecnsannenncens 6,366 6.798 | 7.131
IO o o e e e e naane 12,5481 13,535 | 14,400
Ceneral GOVEMMMENL. oo .o« ceeeeeeeensanmmmnmemmmemes 2,452 2,618 2,827
Mlownncu
Civilian and military pay increase. ..o o.oooinieimiocamaorfoamremsanafanonennone 1,600
COnbNgenEies. ... oo eveamens e eemeammmannn]eamenmnans 100 350
Undistributed intragovernmental payments:
Government contribution for employee retirement (=). ... —1.735 | -1,913 | —2,007
Interest received by trust funds (=) coeoiioioiaiananacn =2,287 | —2,678 | —3.042
Total expenditures .. .. oo oneeonannecanneamncanoaans 153,238 | 169,856 | 182,797
Total expenditures, excluding special Vietnam. __........-. (132,681)] (144,867)!(156,533)
Ne Lending :
Tnternational afairs and france. . ...o..oreovnceeascesesn 540 ne| 65
Agiculture and agricultural resourees.. - .« .. o.ececeocnenoes 1,221 899 | 1.135
Housing and community development.. ..o -ooznseecee- 1.708] 3257 1.3%5
A her e aoaamans 1,705 %07 %
Total net lending. . —-..ceooucneernnmamnacencosnnmmnens 5,176 57791 3.265
Total outlays. ... ooeeceenemaecemam e e anmamamens 158,414 | 175,635 | 186,062
Total outlays, exchuding specicl Vidnam. .. ..ooeeveeeees (137,857)] (150,646)(159.798)
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e mmmie cimemn e 4 e e m——e— R W—he 45t e —— ¢ Mt ot

Net lending.—The estimated net lending of $3.3 billion in 1969
represents a reduction of $2.5 billion from 1968. The largest single
factor in this decrease is a decline in mortgage purchases under the
secondary market operutions of the Federal National Mortgage Asso-
cintion. In accordance with the recommendation of the President’s
Commission on Budget Concepts, the net lending figures do not
reflect proceeds from the sales of participation certificates, which are
now considered part of the gross Federal debt.

Totals for net lending primarily represent the difference between
disbursements and repuyments of principal on loans in the loan
account. Each functional section with major loan programs includes
a table showing the gross disbumsements and repayments in these
programs. In 1969, 755, of the Government's net lending will help
promote housing and agriculture programs.

Adjustments and allowances.—Apart from the outlays estimated
in the functional categories, the budget includes several allowances
and adjustments. An estimated $2.0 billion in allowanees is provided
in addition to the functional figures for (1) the second stage of the
pay increase enacted in 1967 for military and civilian personnel and
(2) unforeseen contingencies and the possible costs of programs on
which detailed, specific proposals have not yet been completely
formulated.

On the other hand, adjustments are made in arriving at the totals
to deduct from the functional figures the contributions of the Govern-
ment as un employer to Federal employee retirement trust funds, and
for the interest received by trust funds on their investments. These
adjustments, estimsted at $5.0 billion in 1969, are made since the
transactions involved oceur solely within the Government accounts
and do not result in any flow of funds between the public and the
Government. The sume amounts are deducted from the receipts side
of the budget, o that these adjustments do not affect the size of the
budget deficit.

NATIONAL DEFENSE

Our defense forces are stronger today than at any point in ouf
history. They are designed to counter all forins of military thres!
to this Nation and our allies.

This budget provides for all of our essential defense requirements in
South Vietnamn and elsewhere. Where military and international con-
ditions dictate, vital programs have been expanded. At the same time:
stringent standards were applied in the budget review to all proposed
outlays. A searching examination was conducted to identify thost
programs which could be reduced, deferred, or stretched out withou! -
reducing overall defense preparedness.
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Substantial economies and management improvements have also
been realized through the Defense Department’s highly successful
Cost Reduction Program. This program will be intensified in 1969 to
encourage even greater management ilnprovements.

NATIONAL DEFENSE

{Fiscal years. In millions)

‘ B:pcnd:hma and net Recom-
! lending mended
Program or ageney NOA
; and LA
t 1967 1963 1969 or
; actua] | estimate estimate! 19692
, . |
Espenditares: | ‘ % !
Department of Defense~—military: : i :
Military personnel: i :
Prescnt PrOgIamS « - v vemmenersmseeesnnnnnes '$19,767 (21,800 ‘szz 770 £23,014
Proposed legislation. .. . .ecveveaceccacarsocrccoccfooncoveatenrocen 23
Operation and maintenance
Present programs. ...eeececccerencecocccccssonen 19,000 | 19,800 | 22.213 | 22,787
Proposed Jegislation. .. .o enenvceeceeececaccoacssoroconanenfoncences 4 52
Procutement.. ... .c..cci ieine cimes seseenncmen 19,012 1 21,470 | 23,445 | 23,254
Research, development, tat. md evaluation.......... 72,1601 2,200 7.800| 8,006
Military construction. ......c.c.caccmacaiacicocanan 1,536 | 1,565 1,450 1,430
Family housing. . .o.cevoceeeicioceiacecrennnannnne 482 520 5710 602
Civildefense. .. .c.ooeoneeeeronaceen sccmnmrancnns 100 93 8 77
Revolving and management funds and other. _......... 5121 1,402 |—1.608 1)
Military trust funds. ... .ooneeeenceneecanaccecaanes 20 10 7 7
Subtotal, Department of Defense—military?......... 67,466 | 73,694 76,658 | 79,116
Sublolol, excluding spetial Vietnem... ............... (47,333){(49,163)}(50,874) | (54.191)
Mibitary assistance:
Grants and credit sules:
Present programi........cocemcancee cceocnnnnas 873 550 519 420
Proposed legislation. ... ooeooceccimcnnasmnmensfonnemacfocecieas 6 120
Trust fund 3. . oo oeeoeeeeeeeceieecaneennaanaaane ~8| =5| -—70 —80
Alomic energy .. .....ooieieicaeeceiaananeaeeanaas 2,264 | 2,333] 2.546| 2,75
Delense-selated activities:
Stockpiling of strategic and critical materials......... 19 ] 2 2
Expansion of defense production. ... .o ccoeoeenes ~102 2| 4leoooo...
Selective Service System_ ..o ccocecacccinanaas 58 61 64 o4
Emergency prepasedness activities_.. .c.oooccnvannnn 1 12 8 6
Interfund and intragovernmental transactions 3(—) . .... -nl nl (~nf (=D
Applicable receipts from the public 3 (~)._............ —487 | —178| —108 | ~—108
Subtotal, expenditures. . ..._.vceneoacaaccoceeenn 70,09 | 76,491 | 79,792 | 82,317
Subtolal, expenditures, excluding special Vietnam. . . .. (49,961)1(51,960)(54.008) (57.391)
Net Leading 3| —2] -4 .
) T F S 70,092 ; 76,489 | 79,789 | 82,317
Total. excluding special Vietnam. . ....ocecoseenan- (49,958)|(51,958)1(54,005) (57.391)

Ltll than $500 th d.
! Compares vnth‘ n.:-“:b ligational -uthom 8 OA) for 1967 and 1968, as follows:
OAs 1967, $75,276 million: 1968, ;8 million.
Siditived § H?ﬁt A 67 lm :lh.:ls‘sood:b.ur" .9‘60. ‘Iu: than 3500 thousend.
igitized for Federal funds and trust funds. .
Y bl cipts from the
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Total outlays for national defense programs are estimated to
increase in 1969 to $79.8 billion, comr pared with $76.5 billion in 1968
and $70.1 billion in 1967. In addition to the cost of the military func-
tions of the Department of Defense, these estimates include outlays
for utomic energy and for other activities which directly support the
defense effort.

Expenditures for the Atomic Energy Commission will rise, primarily
as a result of increased activity for the design, underground testing,
and production of nuclear weapons.

The combined outlays of the various defense-related activities
of agencies other than the Department of Defense and the Atomic
Energy Commission will also rise. Outlays for the expansion of defense
production will increase in large part due to the use of Defense Pro-
duction Act authority to stimulate the expansion of copper production
in the United States. Small increases will be required for the inanage
ment of the stockpile of strategic materials and for the activities of
the Selective Service System. Qutlays for the emergeney preparedness
activities of the Office of Emergency Planning and the Department
of Health, Education, and Welfare are estimated to decline slightly
from the 1968 level.

Department of Defense.—Expenditures for the military functions
of the Department of Defense are estimated at $76.7 billion in 1969,
$3.0 billion more than now estimated for 1968 and $9.2 billion more
than in 1967. New obligational authority of $79.1 billion is proposed
for the Department, compared with $72.8 billion for the current
year. About two-thirds of the expenditures in 1969 will be made from
new obligational authority being sought in the budget. The balance
will result from obligational authority granted in prior years. The
funds requested for 1969 will cover all currently anticipated defense
requirements for the fiscal year, including the possibility of a contin-
uation of combat in Vietnam beyond this period. However, plans have
been made for an orderly decline in defense production whenever
combat ends.

Of the total increase in military expenditures between 1968 and 1969,
$1.3 billion is for special Vietnam support, and $1.7 billion is to meet
continuing defense requirements. The increase in expenditures aside
from Vietnam is principally attributable to increases in military and
civilian pay, and selective improvements in our strategic and general
purpose forces.

Support of Vietnam.—The following table shows the budget expendi-
tures directly attributable to our effort in Vietnam.
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ESTIMATED EXPENDITURES FOR SPECIAL SUPPORT OF VIETNAM OPERATIONS

[Ia millions]

Defense Special Vietnam expenditures
Fiscal year ;uhjl.d‘i‘::“.
neely iunn‘ Defense Econemic Total
assistance !
[, $46,070 $103 | ... $103
1966....c e eeerceceareacinaanen 48,597 5.812 $282 6,094
[ S 47,333 20,133 424 20,557
1968, . oeeeeeeeecrnraan 4,163 24,531 458 24,989
1969, .. e ececaeccas 50,874 25.784 480 26,264
! These expenditures are part of the International { ion. For a di ion. see page 95.

Expenditures for special Vietnam support include amounts related
to ammunition and supplies consumed in the theater of operations,
attrition of aircraft and other equipment, the manpower necessary
to support the combat effort, and the support of free world forces
in Vietnam.

The scope of our activities in Vietnam is reflected also in the mili-
tary forces committed in that nation’s defense. The following table
shows that deployments to Southeast Asia, which are now leveling

off, have not been achieved at the expense of forces required for other
missions,

TOTAL MILITARY PERSONNEL AND DEPLOYMENTS TO SOUTHEAST ASIA

11a thousands)

Total Militery
Date military personnel in
v Asis
June 30, 0968, 2,685 21
June 30, 1968 s 2,653 103
June 30,1966 . s 3,09 3
June 30, 1967 s 3,376 529
December 31, 1967, estimate. oo oo oo e e eeeeaeeeees 3,400 568

Active forces.—As shown in the Summary of Active Forces, this
budget supports a total strength of approximately 3% million men and
Women, a decrease of about 13,000 from 1968.
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SUMMARY OF ACTIVE FORCES

Estimated
L. Actual,
Description Jur’:ﬁ;O. June 30, | June 30,
1968 1969
Military petsonnel (in thousands):
ATTNY .« e eeeeeaaceeeesnescascnaccceaccasnanneaannnn 1,442 1.5% 1,508
| 3 PPN 752 768 79
Marine Corps. _.oouoimmnenecnnnceaccasaccaammasascnanna 285 302 306
T o N 897 834 868
Total, Department of Defense_...oooveoeoccaaaacen.. 3,376 3,490 3,477
Selected military forces:
Strategic forces:
Intercontinental ballistic missile squadrons:
Minuteman_ . ..o ot e meerannaaan——— 20 20 2
L7 VO PP SU 6 6 6
Polaris submarines/missiles (in commission)......_..._._. 41/656 41/656 41/65%
Strategic bomber wings:
2 2L U 12 1} 10
BrS8 e mianaantanaan——n 2 2 1
Manned fAghter interceptor squadrons_ ... ... 28 2% 9
Bomarc interceptor missile squadrons. ... oooooa oo 6 6 6
Army air defense missile battations. .. ..o oioeeuiiiao. 18 18 18
General purpose forces:
Army diVIsIons . - . o e eereaannan 17 19 19
Army maneuver battalions_._.........ccviiiiiemimmanaan 201 a2 M
Army aviation UIts_... . ...cevoeioaearee e enaaeanen 183 218 4
Army special forces groups. ... .oz iienicaaeinnaaeecens 7 7 7
Warships (in commission):
Attack CAITIETS. o o oce oo oo e e e 15 15 15
Antisubmarine warfare carmiers. oo eeoniiiniaaians 8 8 8
Nuclear attack submarines. .. ... ..o coocenieao.nn 28 % “
(00 7 S 327 320 309
Amphibious assault ships (in commission) .. ... .........- 162 157 166
Carrier air groups (attack and antisubmarine)............. 27 27 5
Marine Corps divitions/aircraft wings.. .. -.vcceem.aons 43 43 4
Air Force tactical forces squadrons. .. _._.ovoooiaenmnonno. 126 136 13
Airlift and sealift forces:
Airlift aircraft squadrons:
C-130 through C-141 .. ooee i 4 “ L
C-124and C-7. oiimeeeieme e e anan 16 14 "
Troopships. cargo ships, and tankers. .. _...........oo.ane 130 130 1%
Addenda:
Active aircraft inventory (all programs):
ATy ool et ae e e 9,490 | 10,671 | 11,464
VY. ne oo ee oo e e e e eamana 8.417| 8%2( 8,606
Alr FOree ) oo i eeeeeaecaanmcerimanesnnn 15,017 15,127 15.04
Helicopters included in service aircraft, above........... 8,902 | 10,519 | 12,48
Commissioned ships in fleet (all programs)..__.._..__..__. 931 936 90
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For planning purposes the resources of the Department of Defense
are summarized and reviewed in terms of major mission-oriented
programs. The funds required for these programs in 1969 are sum-
marized on the following table in terms of total obligational authority.
This financial measure includes the new obligational authority enacted
each year by the Congress, plus the obligational authority granted in
earlier years which is no longer required for its original purpose and
can be used to finance new needs.

SUMMARY OF THE DEPARTMENT OF DEFENSE BUDGET PROCRAM

{Fiscal years. In billions)

Total obligetions] authority
Major military programs 1967 1968 ] 1969
actual estimate | estimate

SRt egie fOrEes . oo oo eeene e eeenceeemateeaneeeanens $6.9 $7.9 $9.6
General purpose forces. ... .. oo oo ceennmeaeenceaecennanan 327 3.6 35.2
Intelligence and cOmMUNICAtIONS . -« -« - o oomne e eeeennnenens 5.3 5.7 6.3
Arlift and sealift. ... .ot iieieieeeeieeaceceaecen 1.9 1.9 1.8
Guard and Reserve forces. . .oonmnnemonoem e esemneaenn 2.7 27 3.0
Research and development.. oo oenoocnmncseneaeveeaeaen 4.8 4.6 5.1
Central supply and maintenance. . .- .o oc.vnceeeneneneeennnns 7.1 7.1 7.3
Training, medical, and other general personnel activities. .. ... . 8.5 9.4 9.8
Administration and associated activities. ..o .oeoconeceecnnnnn 1.5 L6 L7
Military assistance funded by Department of Defense........... 1.6 .60 21

!
Subtota) . e emen—a—anann 72.9 75.0 . 8.9
Adjustment for reticed pay acerual_. .o .o ooooooeoneeeeanne -4 -3 -1
Total obligationa! authority . o« oo oeoeoeeerarcannann 7.5 747 8.8

Of which: :
New obligational authofity......-....oovmmneemeenneannnnns n3| nsi »i
Prior year funds. . .o oo oo eeaaenn | 1.8 2.5
Other financial adjustments. . ...ovnoovneoeeeenenen e 1 a1 2

Strategic forces.—Our strategic forces constitute a powerful deterrent
to nuclear aggression against this Nation and its allies. To deter such
sggression, we maintain a varied, reliable, and credible force which can
withstand a surprise attack and retaliate with sufficient power to
destroy as a viable society any aggressor or combination of aggressors.

At the end of 1968, our strategic offensive forces will include more
than 1,050 land-based ICBM’s, 41 submarines in commission capable
of carrying 656 missiles, and more than 600 manned bombers. The
Planned defensive forces will include 26 fighter interceptor squadrons,
6 Bomarc interceptor missile squadrons, 18 air defense missile battal-
lony, and extensive warning and control systems.
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While continuing to stand ready to enter meaningful discussions
with the Soviet Union on the limitation of strategic forces, we now
plan to augment further our formidable strategic capabilities by taking
the following actions:

o Provide our Minuteman and Poseidon systems with penetration
aids and multiple warheads capable of being directed to separate
targets.

« Continue the conversion of submarines from Polaris to Poseidon
missiles for an increase in payload of two times, and the con-
version of Minuteman I to the improved Minuteman III.

¢ Procure additional FB-111 manned bombers and improved short
range strategic missiles for the FB-111 and some B-52 bombers.

o Proceed with procurement of the Sentinel missile defense system
to meet the threat posed by the emerging Chinese nuclear capa-
bility.

e Start a revamping of our air defense system to include eventually
a new airborne warning and control system and an improved
interceptor aircraft.

Total obligational authority of $9.6 billion is requested for this
program in 1969, compared with $7.9 billion in 1968. This increase is
due primarily to the deployment of Sentinel and large procure-
ments of Minuteman and Poseidon missiles.

General purpose forces.—This Nation relies on powerful and highly-
versatile tactical forces to deter a wide range of lesser military
threats, against which the use of strategic nuclear power would not be
approprinte. Most of our forces are devoted to this mission.

Funds provided in this budget will further augment the firepower,
mobility, and readiness of our general purpose forces and replenish
the munitions, supplies, and equipment consumed in Vietnam. High
production capabilities also assure our readiness to respond rapidly
and effectively to unforeseen contingencies, Total obligational author-
ity is estimated to require $35.2 billion in 1969, compared with $32.6
billion in 1968.

The creation of one division from existing units in South Vietnam,
together with the formation in fiscal year 1968 of an additional U.S.-
based division, will bring our active forces to 19 Army divisions and
four Marine Corps divisions, plus supporting elements. The mobility
and flexibility of these ground forces will be enhanced by increases in
helicopter procurement. Improvements will also be made in our
forward air defense systems, in particular for defense against low-alti-
tude aircraft.

Navy general purpose forces will be strengthened by the procure-
ment of a number of new ships and the major conversion or modifics-
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tion of others. Funds are requested in 1969 to procure long lead-time
items for our third nuclear attack carrier and for two nuclear guided-
missile destroyers. Among the new ships approved for procurement in
this budget are two nuclear attack submarines and the first five of
a new type of destroyer. Improved reliability and substantial econo-
mies in the construction and operation of the new destroyer and missile
ships are expected to result from multiyear contracting, and standard-
ized design and production. Amphibious forces will be improved by
the procurement of a new type of multipurpose assault ship. When
completed, a single ship of this type will combine the troop and cargo
carrying, assault, and helicopter-base capabilities now requiring four
specialized ships.

Antisubmarine warfare capabilities will be enhanced by the addi-
tion of more eilective sensors and torpedoes, continued modernization
of our land-based air patrol squadrons, and by the development of a
new carrier-based aircraft. Air defense of the fleet will benefit from
the procurement of the Standard missile—a more reliable, versatile,
and faster-reacting weapon than the Tartar and Terrier missiles which
it replaces.

Superior air tactics and improved ability to confuse enemy radar
have contributed to a lower-than-expected aircraft loss rate in Vietnam.
As a consequence, our program for the replacement of aircraft will
!)e lower than anticipated. Procurement for our tactical air forces will
include A-7 attack aircraft and advanced F-111 fighters for the Air
Force and Navy, the A-6 all-weather bomber for the Navy and Marine
Corps, and F—4 fighters for all three Services.

Continued purchase of the smaller A-37 attack aircraft will con-
tribute to the ability of our Special Air Warfare Forces to react
quickly to emerging threats. Efforts will also be made to improve
further the accuracy of our air-dropped munitions.

Intelligence and communications.—Total obligational authority for
these specialized activities will amount to $6.3 billion in 1969 com-
pared with $5.7 billion in 1968. This increase reflects improvements in
our advanced command and communications systems. In addition to
‘ommunications and general space support systems, this category
includes intelligence and security functions, weather service, and
vceanography.

Ve are continuing to buy the H-53C helicopter for our rescue and
Trecovery units. This aircraft has greater range and speed, and will
Survive better under fire than the models it replaces. Our ability to
rescue downed combat aircrews should be measurably enhanced.

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



88 THE BUDGET FOR FISCAL YEAR 1969

Airlift and sealift—Qur demonstrated capacity to move large forces
rapidly and to supply them in sustained combat at great distances
is designed to permit effective counteraction in the early stages of a
conflict. This capacity today is provided by our transport and troop
carrier aircraft, troop and cargo ships, and stocks of equipment pre-
positioned overseas.

The 1969 budget provides for continued acquisition of the giant
C-5A air transport and the procurement of the first four new fast-
deployment logistics ships. The latter are large, high-speed vessels
which complement our airlift forces with a capability for rapid,
large-scale reinforcement by sea.

Our medical evacuation air fleet will be modernized through the
procurement of the new C-9A aircraft which will permit the movement
of patients more rapidly and in gresater comfort over long distances.

Guard and Reserve forces.—To be effective in an emergency, reserve
forces must be capable of rapidly reinforcing the regular forces. This
requires highly-trained, well-equipped units which complement those
of the active forces. To provide this capability, the 1969 budget will
provide total obligational authority of $3.0 billion, compared with
$2.7 billion in 1968.

This request will provide for a paid drill training strength of 660,000
for the Army, 126,000 for the Navy, 132,000 for the Air Force, and
48,000 for the Marines.

Research and development.—This program supports research activ-
ities and finances the development costs of new systems not yet ap-
proved for operational use. The cost of systems already approved for
procurement are included in appropriate mission-oriented programs.
The new Sentinel system, for example, is funded in the Strategic
forces program.

Total obligational authority for 1969 is estimated at $5.1 billion,
an increase of $0.5 billion over 1968. Scientific research, a critical
underpinning to the Nation’s defense, will receive increased support
this year. To lay the technological and scientific base for future
weapon systems, and to shorten development lead-time in the event
of a greater-than-expected threat, a wide range of additional ex-
ploratory and advanced development effort is being undertaken,
perticularly in the strategic area.

Major emphasis in 1969 will be placed on further reducing the vul-
nerability of our retaliatory forces to enemy weapons, and on develop-
ing more advenced anti-ballistic- missile and strategic surveillance
capabilities. The next generation of tactical aircraft—including new
fighter aircraft and their weapons, an antisubmarine aircraft, and &

light transport—will be in the design or development stage. Improve-
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ments in land combat systems, particularly those applicable to coun-
terinsurgency, will be pursued to improve air and surface mobility,
firepower, surveillance, and command and control. Increased effort will
also be placed on new capabilities in air defense for our ground and sea
forces. Work will be initiated on s new class of escort ships.

Continued development of the orbiting laboratory (MOL) will
result in a larger Defense space program in 1969. Satellite communica-
tions, improved launch vehicles and rocket engines, and enhanced
capabilities for nuclear test detection and early warning of missile
launches remain among the other high priority space efforts of the
Defense Department.

Central supply and maintenance.—Total obligational authority for
this program is estimated at $7.3 billion in 1969, compared with $7.1
billion in 1968. Despite the expansion of logistics support to Vietnam
and the rapidly rising expense of maintaining our increasingly com-
plex and sophisticated defense systems, a vigorous attempt has been
made to hold down costs in this area through improved management
and greater efficiency.

Training, medical, and other general personnel activitics.—Among the
centrally-ndministered personnel activities in this program are the
operation of general hospitals, basic and specialized training, travel and
transportation for permanent change of station, debt-service payments
on family housing, and homeowner’s assistance. Total obligational
authority for these activities will rise to $9.8 billion in 1969, pri-
marily due to increases in pilot training and other specialized training,
and the higher medical costs associnted with larger military forces.

Special efforts are being made to expand the opportunities of those
who serve in the Armed Forces. The Department will continue to seek
the elimination of housing discrimination against military personnel and
their families. “Project 100,000”" will be extended this year. Under this
Program highly motivated individuals with correctable educational
and physical handicaps are enabled to become fully qualified service-
en, and more produetive citizens if they choose to return to civilian
life. The program provides intensive military instruction, practical
training, and medical care, as is available to all members of the
Armed Forces.

To complement this program, Project Transition has been initiated
to permit personnel leaving the service to prepare themselves more
“dcqumtely for civilian life. For those who desire assistance, this pro-
Aram seeks to provide counseling, skill enhancement, education, and
Job placement.

. Proposed legislation.—A number of improvements are being sought

ln (.0 » . sy .y .
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The budget provides expenditures of $70 million in 1969 to increase
travel allowances for military personnel, provide Federal employee
status for civilian National Guard technicians, and increase the bene-
fits under Servicemen’s Group Life Insurance.

Military assistance.—New obligational authority for military
assistance grants, which fell from §728 million in 1967 to $380 million
in 1968, will rise to $420 million in 1969. New obligational authority
for the direct financing and guarantee of credit sales of military
equipment, which fell from $54 million in 1967 to $20 million in 1968,
will rise to $120 million in 1969. The increase in new obligational
authority for credit sales is required to replace funds previously
available from a revolving fund which will terminate on June 30, 1968.

The military assistance trust fund finances cash sales of military
equipment and related services to European and other developed
nations of the free world. On delivery, payments by the purchasers
fully repay charges to the fund.

Atomic energy activities.—Expenditures by the Atomic Energy
Commission in 1969 are estimated to be $2.5 billion, $213 million
higher than in 1968. A substantial increase in expenditures for the
design, testing, and production of nuclear weapons, and smaller
increases in other arens, will be partially offset by an estimated
further decline in expenditures for procurement of uranium concen-
trates.

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

ATOMIC ENERGY COMMISSION PROGRAM

[Fiscal yeass. In millions]

Program l 1967 1968 { 1969
. i e
Procurement and production of raw and special nuclear materials. $542 9 $489
Military applications. . ..o ooeeneemeeeeineameneeeennnns 89 1,012 1,28
Space applications . . oo oo e nan 159 122 14
Central station nuclear power development ... .......cco..... 127 163 38
Other civilian applications. . c...ooveemnmnneiiaeea... 26 M 3
Basic research in the physical and biomedical sciences. .. ... “ 421 555
Nuclear science and technology suppost. ... 13 132 7
General SUPPOTE. e o e eeeaeeeeeeee e eemeee e nn 131 123 13
Totsl program funding. .- - .o ooeooenemeeeanaennns 2,417 2508 308
Carryover funds and other adjustments.......................... 218 1| -
st
New obligational authority........ooeeeeneonnoonne.. .. 219 | 259 27
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Nuclear materials.—Costs for the procurement of raw uranium
concentrates will decline further in 1969, reflecting a decrease in the
unit cost of the Government’s purchases. Because of a further reduc-
tion in plutonium requirements for military purposes, two of the nine
operating production reactors will be shut down in the latter half of
fiscal year 1968.

Military applications.—The primary military applications of
stomic energy comprise the nuclear weapons program and the naval
reactors program. Largely as a result of the recent decision to deploy
the Sentinel anti-ballistic missile system, expenditures in the weapons
program will increase substantially above 1968, Additional funds will
be needed for the development and full-scale underground testing of
nuclear weapons, as well as for construction of facilities to produce
the nuclear warheads for the Sentinel and other advanced weapons
systems. The cost of the facilities for the production of advanced
weapons is now tentatively estimated at $285 million. However,
uncertainties regarding scope of the facilities could cause a change
in the present estimate.

Central station nuclear power development.—The principal element of
AEC's program in this area is the effort to develop an economic fast
breeder renctor, which promises to produce more fissionable nuclear
muterial than is consumed in the process of producing power. This
long-term program will be intensified further in 1969.

Basic research.—AEC’s far-reaching program of basic research in
the physical and biomedical sciences will be marked in 1969 by the
start of construction of a 200 billion electron volt (Bev) proton
accelerator which is already being designed. This facility, to be located
30 miles west of Chicago, is now estimated to cost $250 million ex-
cluding supporting research equipment. It will accelerate protons
to extremely high energy levels and will be used on the frontiers of
basic research in high energy physics.

INTERNATIONAL AFFAIRS AND FINANCE

The fundamental objective of our international programs is a
beaceful world community in which all peoples can progress toward
fuller, more satisfying lives. Patience, determination, and under-
standing are required as we pursue this objective through our diplo-
matic, financial, and cultural relations with other nations.

Our foreign assistance efforts this year again affirm our commit-
Ment to cooperate with other advanced nations in supporting eco-
nomic and social progress for the less fortunate two-thirds of mankind.
The tasks of economic development cannot be completed quickly or
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92 THE BUDGET FOR FISCAL YEAR 1069

INTERNATIONAL AFFAIRS AND FINANCE

{Fiscal years. In millions)

Expenditures and aet Recom-
ing mended
Program or agency Va'iy
16 | 1968 | ises | “Fer
sctusl | estimate]| estimate} 19691
Expenditares:
Conduct of foreign affairs:
Department of State 2. . _.oomeeriiiiaeaan $321 | $337( 8355 $350
U.S. Arms Contro! and Disarmament Agency......... 10 9 10 10
Tariff Commission......cuceeeeccececscnnccsuacoces 3 4 4 4
Foreign Claims Settlement Commission 23__.......... 21 200 1 )
Department of Justice (trust funds). . ......coe...o. 2 4 53 Jeeereeaes
Treasury Department (trust funds)..__......._..... 8 5 6 5
Economic and financial programa:
Agency for International Development:
Development Joans. ....oeeeeccecccenaanccoaaan 662 625 670 76
Technical cooperation 2. . . ...ccvecnccneccccamcean 224 203 216 238
Alliance for Progress. oo eeovneeeeecencccncaans st 465 516 625
Supporting assistance. . ... oceeecmiciiiiennaae 587 602 621 59
Contingencies and other... ... ceveceeeceeccanana 537 33 310 280
Applicable receipts from the public (=) 2.._....._. -51] —-63] -69 -
Subtotal, Agency for Intemational Development 33} 2,268 [ 2,145 | 2,264 | 2,434
Subtolal, excluding special Vielnam............... (1,844)] (1,687)| (1.784)] (1,954)
International financial institutions:
Present programs..c.c.ooeneeinmreencveanann 170 2 200 n
Proposed legislation... ... . ooooeeoeoeeeimiren st eimeaaaieacaan 10 46
Esport-Import Bank........ .. ................... —=104] =144} N0 }........-
Peace Corps?d. . onmneeeiieenianannanaenn n 108 10 13
Otherd. ...t ee i eeeeieeaeaannanans ! 20 21 20 "
Food for Freeom. ... .....ooveueneneoeneaanans | 1.452] 01,315 1,444 918
Foreign information and exchange activities: l
United States Information Agency 3. . _.............| 185 187 194 n
Department of State and othes %, _.o...coo.ieu..... 59 68 6l 5
Applicable receipts from the public (=)3... ............ 47 -153| 14| ~IH
Subtotal, expenditures......... .o.eeeuoonnnnn. 400 4,30 4478 4700
Subtotal, expenditures, escluding special Vietnom. ... (3,687 (3.872)| (3.998)] (4,200
Net Lending: Economic and fmancial programs:
Esxport-Import Bank:
Present Drograms . « oo .o oo eaaeanans 540 716 660 L
Proposed Jegislation. . ... ...ooeeeoiimieoeaiaaifemaeeaacfaacanaas L S
Subtotal, net lending. . .........cooouieeiennnnnns s0| 716 er5| 8
Total. .. oo o em e e e eaae 4,650 5046 | 5,153 5308
Tolal, excluding special Vietnam..................... (4.27)| (4.588)] (4.673)] (4628

""fo.n&v;:ﬁ::.i:lh wew obligstions] authority (NOA) and leading authority (LA) for 1967 ood

OA: 1967, $4.336 million; 1968, $4.402 million.
LA 1967 4779 miiam (960, §865 mallonr >
3 lnu‘ludutbﬂlb Fc‘dn:l lu:du and trust funds. o f the
elevant “Interfund and int ions™ - i i L
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THE FEDERAL PROGRAM BY FUNCTION 93

without sacrifice. Qur assistance can only be a catalyst and supple-
ment to the self-help actions which the developing nations themselves
must undertake, In 1969, more than 90% of our development lending
will be undertaken in concert with other developed nations or within
a regional or multilateral framework.

CREDIT PROGRAMS—INTERNATIONAL AFFAIRS AND FINANCE!

JFiscal years. In millions)

Program or sgency 1967 1968 1969
actual estimate | estimate
Economic and fnancial programs:
Export-Import Bank:
Commitments. oo oo cicicieaimeanca e ennen ($2,.661)F ($2.111)] ($2,440)
Disbursements__..... ... oo iciianas 1,167 1,6451 1,680
Repayments. ..o eeecraam 627 929 1,005
Net Jending. . oeonetieeee e ccmeenceecacann 540 716 675

! Excluding credit programs in the expenditure account.

Total outlays for international affairs and finance are expected to be
$5.2 billion in 1969, $107 million more than in 1968. Higher ex-
penditures for Food for Freedom shipments and economic assistance
will be largely offset by substantial decreases in (1) expenditures
of the Foreign Claims Settlement Commission reflecting final settle-
ment of World War II claims in 1968 and (2) net lending by the
Export-Import Bank.

Agency for International Development.—The Agency for
International Development administers our economic assistance pro-
grams through three principal instruments:

¢ Long-term, dollar repayable development loans provide the capital
assistance for projects and imports necessary for economic
growth.

* Technical assistance grants contribute to the development of the
human and institutional resources required for effective long-
term development.

*» Supporting assistance loans and grants are provided in a limited
number of countries to strengthen pohtxcal stability and secunty
in order to maintain an environment in which economic and
social progress are possible.

AID Jloans to foreign countries are classdied in the budget as ex-
penditures rather than net lending, consistent with the recommenda-
tions of the President’s Commission on Budget Concepts.

Total e\pendltures of the Agency for International Development

are estimated to rise by $119 million in 1969. Efforts to minimize the
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94 THE BUDGET FOR FISCAL YEAR 19690

effect of these assistance programs on the U.S. balance of payments
have been successful and will be intensified. More than 909, of AID
expenditures in 1969 will be for purchases of U.S. goods and services.
Special measures are being taken to insure that exports financed with
AID support do not substitute for U.S. commercial exports. Thus,
AID helps to promote the long-term growth of markets for US.
exports by stimulating new trade patterns and opportunities.

The AID budget program is summarized in the table below in terms
of total obligational authority. This includes primarily new obliga-
tional authority granted each year by the Congress, plus the obliga-
tional authority becoming available each year from loan repayments
and recoveries of prior year obligations.

SUMMARY OF THE AID BUDGET PROGRAM

{Fiscal years. In millions]

Total obligational autherity
(Federal funds)
Major assistance programs
1967 1968 1969
sctual estimate | estimats
Esst Asia (excluding Vietnam). ... ... .cooeiiiiiionnan $276 $209 Q€7
T T SN 495 470 480
NearEastand South Asia. .. ... ... ... ... ... _........ 1893 467 06
AfTiea . e remean 203 140 179
Latin America (Alliance for Progress) ... ... ... ........ 585 538 708
Contributions to international organizations................_.. 144 135 15¢
Contingency fund (unalloeated)....................._..... l.._...... 44 50
General support.. .. ... 140 138 152
Total obligational authority *. .. _._............... ... b2,735 2,141 2,706
Of which: !
New obligational authority . ._......__.................i  2,M43| 1,895{ 2,500
Prior yearandother funds. . ... ... .. ... .. ... _..... { 592 245 26

! Excludes trust funde not requiring congressional action. .
? Includes $320 million of 196¢ funds, which were available to support 1967 programs in Indis
sand Pakistan because aid to those corntries was suspended during the Kashmir erisis.

Fast Asia (excluding Vietnam).—In 1969, some $277 million is
planned for the East Asia program, about the same as in 1967, but
$6% million higher than in 1968. Most of the increase is for the U.S.
share of u multilateral stabilization and development program in
Indonesin, which is recovering from a long period economic mis-
management. In Korea, further economic progress permits us to
continue shifting our aid from supporting assistance to development
lending. Increased technical cooperation funds will support new re-
gional initiatives in Southeast Asia, primarily to improve education
and agriculture.
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Agency for Intemational Development — Program Trends

$ Biltiom
0~

East Asia

- Lotin Ammo N :

R

oi e T o 1y Orhery
1961 1962 1963 1964 1965 - 1968 1967 © 1968 1969
Fiscal Yeors . : Estimote

Vietnam.—Economic and social progress in Vietnam are absolutely
essential to the stability and security of Southeast Asia. In 1969 the
Commercial Import Program will help control inflation by providing
foreign exchange to pay for imports needed to meet the requirements
of the Vietnamese economy. Assistance will be given the rural citizens
of that strife-torn country to build in safety their homes, farms and
schools. Total obligational authority in 1969 is estimated at $480
million, an increase of $10 million above 1968.

Near East and South Asia.—The development assistance program
will increase from $467 million in 1968 to $706 million in 1969. Most
of the increase is for our share of assistance given through inter-
national consortin to Indin and Pakistan. This aid will help speed
Indin’s recovery from 2 years of recession by providing over $200
million for the purchase of fertilizer to help expand farm production
and by supporting India’s import liberalization program undertaken
last year. The increase will also help maintain Pakistan’s progress
toward sustained economic growth.

Africa.~—In 1969, our assistance to Africa will (1) concentrate
lending and technical assistance in those countries making significant
Progress toward economic growth; (2) seek to foster increased co-

Operati i i i ri i iza-
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96 THE BUDGET FOR FISCAL YEAR 1969

tions such as the World Bank and the new African Development
Bank in providing high priority assistunce, especially in agriculture,
health, and education; and (3) encourage and support. viable regional
programs in these areas. Total obligational authority in 1969 will be
$39 million above the 1968 level.

Latin America—In 1969, finuncial assistance for the Alliance for
Progress will be increased by $170 million to carry out the decisions
reached by the American Presidents at Punta del Este in April 1967.
Included in the Declaration of the Presidents were commitments to
increase agricultural productivity, promote education, encourage
science and technology, and provide support for economic integra-
tion. We have pledged to assist the Latin American nations in these
efforts to advance the pace of chunge in our hemisphere. Our aid
i~ closely related to the recipients’ self-help actions and to the programs
of other donors through the Inter-American Committee on the Alliance
for Progress (C1AP).

The term “foreign assistance” generally applies to both economic
and military axsistance, as authorized by the Foreign Assistance Act.
The following table summarizes total expenditures and new oblige-
tional authority for both programs. Military assistance is discussed
under the heading of National Defense.

FOREICN ASSISTANCE TOTALS

{Fiscal years. In millions)

Expenditures : New obligationa)
: (Federal funds) suthority
1967 l 1968 1969 1967 1968 1969
{ actusl eati- enti- actual eati- | recome
L N ; | mete mate mate |mende
: !
bnonolmc assistance ' ... _........... ; $2,315 ! $2,205 | $2,330 | $2.143 | $1,895 | $2.500
Military assistance ... ... ... ... 873 5% 525 782 400 540
' i S
L U ~ 3088 2,955 | 2855 2.905| 2,205 3,00
: |

! Excludes vrust funds not requiring congressional ection and deduction of applicable receipts.

Other economic and financial programs.—The United States
promotes economie growth abroad through various activities in addi-
tion to louns and grants provided by AID. Prominent among these are
U.S. contributions to international financial institutions which provide
ndditional resourees to support economic development. These institu-
tions ure important instruments for mobilizing capital and coordinat-
ing economic assistance. A table summarizing the new obligational
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INTERNATIONAL FINANCIAL INSTITUTIONS

{Fiacel yeare. In millions}

New obligational authority
Institutions
1967 1968 1969
actual estimste | estimate
Inter-American Development Bank:

Fund for Special Operations. _.....ooueoveenecineneenanaas $250 $300 $300
Ordinary capital. o .. one oo e ceccaccameanrec)oeecmcaceefomcnenan 1206
Adian Development Bank (ordinary capital) . oo oeenoenieofoaoameaed s 20
International Development Association .o ouooeeeoooonannn. 104 104 1240
B LT T 354 404 766

'Praposed for separate transmittal.

Through its Fund for Special Operations, the Inter-American
Development Bank (IDB) provides long-term loans at low interest
rates for economic and social development projects in Latin America.
Increased emphasis will be given to multinational transportation,
communication, and power projects which promote greater regional
economic integration. The ordinary capital of the IDB finances devel-
opment projects for borrowers capable of meeting more nearly com-
mercial terms. Authorizing legislation will be sought for a $412 million
increase in the U.S. subscription to the Bank’s callable capital, with
the first installment of $206 million to be requested in 1969. The
availability of callable capital makes it possible for the Bank to raise
funds in private markets without requiring Federal expenditures.

The Asian Development Bank, financed by subscriptions from 19
Inembers from that region and 13 nonregional members, provides loans
und technical assistance to the developing countries of Asia. The $20
illion subscription requested for 1969 is the third of five installments.
Legislation is pending in Congress to authorize a U.S. contribution to
ﬂA multilateral special fund for the Bank primarily for use in Southeast

sia,

The International Development Association (IDA), an affiliate of
the World Bank, provides long-term loans to developing nations
throughout the world, repayable on easy terms. Its resources will be
exhausted during 1968. Upon completion of negotiations between

PA and donor nations, legislation will be sought to authorize a new
US. contribution. A 1969 appropriation is proposed for separate
transmittal,

The Export-Import Bank supports the growth of U.S. exports
through its direct loan, insurance and guarantee programs. Net lending
"): the Bank is expected to decrease from $716 million in 1968 to $675
million in 1969, reflecting higher repayments of principal on loans
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98 THE BUDGET FOR FISCAL YEAR 1069

U.S. balance of payments deficit. By the end of 1969, the Bank'’:
insurance and guarantee programs will protect $2.7 billion of U.S. ex-
ports against both commercial and political risks.

Transactions of the Bank which are classified as expenditures include
guarantee and insurance costs, interest paid, and other expenses.
In 1969, receipts of the Bank, primarily from interest received on loans,
will exceed expenditures by $110 million, $34 million less than in 1968.
Legislation is now before Congress to extend the life of the Bank which
is due to expire on June 30, 1968.

The Peace Corps will continue to provide Americans with expanded
opportunities for significant service abroad. By August 31, 1969, there
will be over 15,000 volunteers in training or overseas. During 1969
volunteers are expected to be active in about 60 countries working
alongside the peoples of these nations in & variety of projects:

¢ 419, will participate in education programs, with a growing

number involved in teacher training.

¢ 239, will be working to modernize agricultural production and

marketing.

¢ 149 will be engaged in improving health conditions.

Food for Freedom.—The principles embodied in the 1966 amend-
ments to the Agricultural Trade Development and Assistance Act
(commonly called Public Law 480) will continue to be applied in
1969:

o All sales agreements specify commitment for self-help activities

by recipient countries.

s An increasing proportion of food shipments is being paid for in
dollars or local currency convertible to dollars. This proportion
is expected to increase from 17% in 1967 to more than 50%
in 1969.

e Food aid and dollar nid are being closely linked in the develop-
ment and negotiation of agreements to assure most effective use of
both types of resources. '

¢ The emphasis in donation programs is on child feeding and food-
for-work projects, which are oriented to development purposes.

Although efforts to expand food production in the developing
countries have been substantially increased, the full impact of these
mieasures on output will take time to be felt. Larger shipments of U.S.
agricnltural commodities are needed to help fill the gap between supply
and demand in the short run. Accordingly, Food for Freedom
expenditures will rise by an estimated $129 million in 1969 to & totsl
of $1.4 billion. About two-thirds of these expenditures will be under
snles agreements; the rest will be for a donation program, administered
in part through private voluntary agencies.
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Legislation will be proposed to extend the Food for Freedom pro-
gram beyond its expiration date of December 31, 1968.

Foreign information and exchange activities.—The 1969
budget provides for an increase in U.S. Information Agency activities
in Latin America and Europe. Greater emphasis will be placed on
programs designed to reach audiences outside the major cities,
particularly youth groups at universities. A major new radio facility
in the Philippines will be completed during the year, and work will
continue on the new facility in Greece scheduled for completion in
the spring of 1971. The recommended new obligational authority for
1969 provides for three exhibits in the Soviet Union as part of a new
cultural exchange agreement.

Expenditures in fiscal year 1969 for the educational and exchange
activities of the Department of State are estimated at $52 million.
These expenditures will support programs to exchange leaders, pro-
fessors, scholars, teachers, and students with other countries of the
world.

SPACE RESEARCH AND TECHNOLOGY

New obligational authority of $4.4 billion is recommended for the
National Aeronautics and Space Administration in 1969, a decrease of
$218 million. This is 59 less than the current year and $597 million
less than 1967. Expenditures for 1969 are estimated to be $4.6 billion,
a8 $230 million decrease from the current year.

SPACE RESEARCH AND TECHNOLOGY

{Fiscal years. In millions)

Expenditures R‘gc?.m_;
NOA for
1967 1968 l_969 1969 1
sctual | estimate | estimate

Manned space flight:
Manned lunar landing. . . - oo ooemee oo $3,587 | $3,028 | $2.571 | $2,362
Extended manned [ S, 62 138 422 463
SPRCE SEENCES. ... eeecee e e meeenemean 674| 563 498 4
Space applications. ... - - ooceememeeooemeeeeaen ) s 7 148
Space technology. ... - oo o e oo eeeeeeaea M| 40| 45 410
ASreraft technology -« - e meme e ocece e eemamaee 89 n3 120 131
SUpPOLting ACtVItIen2. - o oo e oce e aeam oo mmemnae 42| 4 394 378
Applicable receipts from the public (=) cnmoomrencnnnns -2| —4| -3 -3
Total. oo e eeeeenanen 5423 | 4,803 | 45731 4,39

t Compares with new obligational authority (NOA) for 1967 and 1968, as follows: 1967, $4,966
willion; 1968, $4,587 million.
Includes both Federal funds and trust funds.
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100 THE BUDGET FOR FISCAL YEAR 1069

Manned space flight.—The Apollo program is creating a large
space booster capability and moving rapidly toward achievement of a
manned expedition to the moon in this decade. Modifications to the
Apollo spacecraft required by the tragic fire last January are being
made and manned flight tests of the Saturn IB will resume this year.
The flight last November of the first Saturn V launch vehicle was a
dramatic success. The first manned flight using this massive rocket
will occur this year if scheduled unmanned flights are successful. Five
manned Apollo flights of the Saturn V are scheduled for calendar
year 1969, one of which may well be the first manned landing on the
moon.

Expenditures for the Apollo program will decline by over $450
million in 1969 as the primary effort moves past the costly develop-
mental phases to operational use of the systems.

In the Apollo Applications program, 1969 funds will support pro-
duction and modification of a limited number of Apollo systems for
use in scientific and developmental programs, and preparations for
flights in 1970 and beyond. Multiple rendezvous techniques and re-use
of systems left in orbit will reduce the cost of this successor manned
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space flight activity. The ability of astronauts to remain in space for
long periods of time will be systematically investigated, and engineer-
ing and scientific experiments will be undertaken in earth orbit.
Funds are provided for a limited effort to prepare for additional ex-
ploratory flights to the moon after 1969. To support the Apollo
Applications program, new obligational authority will increase by $186
million in 1969.

Space sciences.—The unmanned lunar flights of the Surveyor
and Orbiter spacecraft will be completed in 1968. Following the suc-
cessful pattern of unmanned lunar flights, a series of orbiters and
probes for planctary exploration will be under development in 1969.
Mariner missions to Mars will be in preparation for launch in 1969 and
1971. A second-generation planetary spacecraft is again proposed for
development, starting in 1969. The Voyager has been replaced by a
smaller spacecraft for launch on Titan IIT rockets in 1973 to permit
further exploration of Mars at much less than the original Voyager
would have cost. Space flight programs for the advancement of
astronomy, geophysics, and bio-science will also continue in 1969.

Space applications.—Increased funds in 1969 will be devoted to
expanding those fields in which space systems can be applied for direct
economic bencfit. Satellites are now in operation as components of
communications, navigation, and weather forecasting systems. The
budget provides for enlarging an aircraft program with other Federal
agencies to provide techniques and instruments for remote measure-
ment of earth resources. Detailed studies will be undertaken on pro-
})osed satellite systems for acquiring data on earth resources in the
uture,

Space technology.— Advanced research and technology work
on which future missions must be based will continuc in 1969. The
program to develop a nuclear rocket engine for eventual use on the
Saturn V accounts for most of the increase in funds from 1968.

Aircraft technology.—Technology originally developed for space
Programs is now being applied to the improvement of aircraft.
Increased efforts will be devoted to improvements in a broad range
of technical aress related to aeronautics, including noise reduction
and aircraft capable of vertical or short takeoff and landing.
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AGRICULTURE AND AGRICULTURAL RESOURCES

Federal agricultural programs are designed to support and enlarge
the contribution of our farm and rural economy to the Nation’s overall
economic prosperity.

American agriculture possesses an unparalleled productive capacity.
Today, one farmer feeds and clothes more than three times as many
people as he sustained a quarter of a century ago. However, many
rural people have benefited little from this progress, and some have
suffered as a result of it. Because of the rapid advance of productivity
in agriculture and the slower growth in demand for farm products,
employment opportunities in farming have been greatly reduced. As
a result, large numbers of farm families, unable to make the transition
to new occupations and to a new environment, are living in poverty.

The recommendations in this budget for manpower development
programs will strengthen employment and training services in rural
areas. Other budget programs will improve health services and
educational opportunities for rural people. The Department of
Agriculture will provide increased assistance for low income rural
housing and for public facilities in rural areas. The Department will
also continue to encourage coordinated planning and administration
of public investment through multicounty area development districts.
These districts would provide a broader economic base for many rural
areas to attract more private investment and to provide more ade-
quate public services.

Budget outlays for agriculture and agricultural resources are esti-
mated at $5.6 billion in 1969, an increase of $298 million over 1968.
Despite rising outlays for annual commodity programs and net
lending estimated for 1969, the overall increase has been held to 8
minimum by reductions in other programs.

Agricultural expenditures in 1969, largely for price support and
related programs, are estimated at $4.5 billion, while loan programs,
largely for rural electrification and telephone systems and for rural
housing and farm operations, will result in net lending of $1.1 billion.

Farm income stabilization.—Expenditures for price support
and related programs are estimated to increase by $72 million to $2.8
billion in 1969. The largest part of these expenditures is for direct
payments to farmers participating in the annual commodity programs.
These programs help to stabilize farm income and commodity prices
by adjusting supplies of farm commodities to demand. Direct pay-
ments to farmers fluctuate over time primarily with the need to divert
agricultural land in order to bring commodity output into balance
with domestic and export demand.
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AGRICULTURE AND AGRICULTURAL RESQURCES

[Fiscal years. In millioas}

Expenditures and net Recom-
ending mended
Program or agency .:ldOCA
1967 1968 1969 or
sctusl | estimate | estimate| 19691
Expenditares:
Farm income stabilization:
Price support and related programs.. ... ... $1,652 | $2,703 | 82,775 | 43,275
Conservation reserve, cropland conversion, and crop-
land adjustment programs. ... ccoceocccaamanan. 196 m 200 195
Removal of surplus agricultural commodities....... ... 145 175 178 407
National Wool Act. . ocooeeercnrmreccreacecceacaaes 35 64 63 64
Sugar At ..o e e cmeeaema——————- 82 86 87 82
(073173 2 157 190 156 156
Subtatal, farm income stabilization. __.._.._..__... 2,267 | 3,428 3,459 4,178
Financing rural electrification and rural telephones. . ... 12 13 13 13
Agricultural land and water resources:
Soil Conservation Service—conservation operations 2_.. m H5 L1 117
Agricultural conservation program payments (including
CCCloans) ... oeceeciceiaeeiencecsecncnmannenan 216 217 203 100
Other . oot 26 30 30 25
Financing farming and rural housing:
Farm Credit Administrations. .. ..._...._......_... =2] —~48 e+ 3 (SRR
Farmers Home Administration and other?.__......._. 1 74 9 92
Research and other agricultural services:
Present programs 2. ... oovnneeieeeee e 570 623 675 661
Proposed legislation for inspection fees. ..o oooeennecnleaaccas)imeannes -3 -3
Interfund and intragovernmental transactions (—)...... ~5 -5 -6 -6
Applicable receipts from the public (=) ..eaceovannnnnn. -32] -4 =36 -36
Subtotal, expenditures. . ... oiooiiiiiiioaa.. 3,156 ) 4,412 4,474 5.13
Net Lending :
Farm income atabilisation_ ... .. o.oveoeoecoeinnann. 02| -2 24 4
Financing rural electrification and rural telephones 3. .. 22 219 360 234
Financing farming and rural housing:
Farm Credit Administration (trust funds)....._.... on| M| MM 541
Farmers Home Administration andotherd_._......._.. 56 —100] —20 426
Subtotal, net lending. oo eonnoonecciancmaaneaaan 1.221 8991 1,135 1,225
Total e 4,377 1 5311} 5,609 6,356

19 ! Compares with new obligational authority (NOA) and lending authority (LA) for 1967 and
68, as follows:

NOA 1967 34 318 million: 1968, $4, 383 million.
' 67, 1,405 million: 1968, $§1, 450 million.
aeludn beth Fedeul funds and trust funds.
wd igures for 1968 and 1969 reflect legislative proposals to establish s cooperstive telephone bank,
tevolving funds for the electric and telephone programs of A
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CREDIT PROGRAMS—AGRICULTURE AND AGRICULTURAL RESOURCES!

{Fiseal years. In millions)

Program or agency 1967 1968 1969
actusl estimate | ¢stimate
Farm income stabilization: Commodity Credit Corporation:
Disbursements. ... oo ceccmacecccaacueaan $277 $161 $220
Repayments. ..o e aecemcnccccccccvecsoamccccnennnnn —15 —190 —19%
Netlending. . .ooooenmocceeeemeeccmeccccmmnane 262 - A
Financing rural electrification and rural telephones: Rural
Electrification Administration:
Commitments. .. . e —————— (472) (420) (470)
Disbursements. ... ccceeecccccaceecana 412 470 550
Repayments oo ooeeeecacceeceeccnccmccnascaeccenaae -180 —192| -—1%0
Net lending. ..o eeeccccecaes 232 279 360
Financing farming and rural housing:
Farmers Home Administration and other:
Disbursements. . oo ieemcccmen—aa- 1,245 1,426 | 1,352
Repayments. . ..o cceccececceeenascannnan ~1,188 | —1,526 1 —1.372
Net Jending. ooeeen e eeeeeeceeme oot cemeens 56 —100 ~20
Farm Credit Administration (trust funds):
Banks for cooperatives:
Disbursements_ ..o eiiinan. 1.815 2,101 2,310
Repayments. . e —1,622 | —1,852| —2,132
Net lendmg..ooveeemes e caecemeccmcmccnnsann 193 49 238
Federal intermediate credit banks:
Disbursements........ocooeeeuenmanes Leceeecrcanmannnnn 6,999 8,349 9,48l
Repayments.. ... oo eeeeeerccem———aan —6,520 | —7,849 | —8,948
Netlending. ... ooonnne i cnceccccccacancanen 478 500 533
Total, met lending.. .. _...o.oocemeeeiiaciaennn 1,221 89| 1,13

1 Execluding eredit programs in the expenditure account.

Higher expenditures in 1969 will result from larger feed grain pay-
ments and lower sales from the Commodity Credit Corporation’s
stock of cotton. These increases will be partially offset by lower
loans for feed grains, tobacco and wheat and increased sales of CCC-

owned wheat and feed grain stocks.
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The following table provides information on all the operations of
the Commodity Credit Corporation, including the Food for Freedom
program which was discussed earlier under international affairs and
finance.

COMMODITY CREDIT CORPORATION OUTLAYS

[Fiscal years. ln millicns)

Program 1967 1968 1969
actual estimsate | estimate
Agriculture and agricultural resources:
Price support operations:
Wheat certificates issued. connoovnneeerecacecaccanaan $652 $725 $742
Feed grain payments. . oo onoeeceecicceeecmeeanan 1,340 960 1,415
Cotton payments . ... cuveceromacremnncancemancnnanons 813 865 755
Other price support OPerations. ... .cocveenaucmecencnacasn 2,935 3,35 3,133
Receipts and adjustments.. ..o cneeccaae- —4,088 ( —3,203| -3,269
Subtotal, expenditures, price support operations. . _...... 1,652 2,703 2,775
Other expenditure activities ..o ooveoe e cecenanan 62 92 61
Netlending. oo e e 262 -2 24
Subtotal, expenditures and netlending. ..o oooe o onnnn. 1,976 2,766 2,860
International affairs and finance:
Food for Freedom:
Groas expenditures.. .o cee oo eeo i ineaeacacomo———- 1,671 1,701 1,791
Receipts and reimbursements. ... . ccoioooaiiiamannn =219 ~—386 —~347
Subtotal, expenditures._ ... ... ...o.cicieeiiamraacaaaa- 1,452 1,315 .44
Total outlays.... o eeeeeneecceececeeeecermeceannaaa- 3,427 4,080 4,304

_Financing rural electrification and rural telephones.—Con-
tinued financial assistance will be provided through the Rural Electri-
fication Administration to help distribute electric power and supply
Improved telephone service to rural areas. The previous table on
('fedit programs shows the magnitude of the REA loan programs.
Electric and telephone loan commitments will be maintained at
about the 1968 level.

Legislation is recommended to establish a cooperative bank for the
telephone loan program and revolving funds for both the REA electric
und telephone loan programs. This legislation will assist in meeting
the growing capital needs of REA borrowers.
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Agricultural land and water resources.—Expenditures
1969 for technical assistance and other conservation operations of tl
Soil Conservation Service will continue at about the same level as
1965, Work will proceed on 34 authorized resource conservation ar
development projects and will begin on 10 other projects for whic
plans will be completed in 1969.

New obligational authority of $100 million is recommended for tk
1969 agricultural conservation program year. Fiscal year 1969 e
penditures, however, will be $203 million since they are based on th
1968 congressionnl authorization. The proposed program level wi
provide the cost-sharing assistance necessary to continue long-ter
practices that prevent irreparable damage to land resources and the
would not be applied without Federal assistance.

Financing farming and rural housing.—J.omns of the Farr
Credit Administration through the Federal intermediate credit bank
and the banks for cooperatives are primarily to help finance agricul
tural production and marketing.

In 1969, the Farmers Home Administration will continue its em

FARMERS HOME ADMINISTRATION
Direct and Insured Loan Commitments !

[Fiscal years. In millions]

Program clements 1967 19638 1969
actual estimate | estimete

Improving farm income: l
Farm operating loans. ... ... . ..oiiiiiiaa., $300 $275 $250
Farmownershiploans. .. .oooeoooiieeeiaaaann. 260 205 20
Soiland waterloans. ... ..o, 2 55 B
Emergeney loans.. ...t 95 64 ¢
Community development services..........._ e ceeeucsma—an——- 2 4 3

Improving housing:

Loans to individuals with above moderate incomes..._....... 48 50 0
Loans to individuals with low to moderate incomes...... . ... 380 421 «“
Farm labor housing loans_ .. ... ...oooiiii .. 4 15 15
Rental housing Joans. ... ....._.co.oveioaneiaano.. 51 16 B
Very low income housing repair loans................_...._. 3 3 i
Public facilities and business expansion: Water and sewer loans. 125 130 13
Resource protection: Watershed protection loans_.__..._...... 6 5 3
Recreation, wildlife and natural beauty: Recreation loans. ... 2 k) | »
Total loan commitments_... .........cconeemomneemen... L322 L5] 136
[0 11 S 505 ! 458 4%
Tmsured. .o.oooeeniime e s 87 &
l PN

t Represents obligations of direct loans and approvals of insured Joans.
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phasis on helping low-income people in rural areas. To do this, FHA
has three major types of loan programs: Those to improve farm in-
come, those to provide housing for rural families, and those to provide
publie facilities for rural communities.

Wherever possible, grants for planning of water and sewer facilities
will be made within the framework of a multicounty area develop-
ment district.

Research and other agricultural services.—Expenditures are
estimated to increase by $39 million in 1969, of which $20 million
will be used to carry out the Wholesome Meat Act of 1967. This
amount will permit financial and technical assistance to help the
States establish more effective intrastate meat inspection systems.
Similar legislation will be proposed to strengthen Federal and State
poultry inspection programs.

Extension Service expenditures in 1969 will be $8 million higher
than the 1968 level, and research expenditures will be increased by
$9 million, as work originally authorized by Congress for 1968 is per-
formed in 1969.

To help improve agricultural statistics, a comprehensive review
will be made of the entire crop and livestock statistical program,
including data needs and possible sources.

NATURAL RESOURCES

Programs for the conservation and development of natural resources
help to maintain the Nation’s economic growth and to meet the needs
of a growing population. Total budget outlays for natural resource
Programs are estimated at $2.5 billion in 1969, an increase of $58
million over 1968. The requested new budget authority for 1969,
however, is $2.3 billion, which is $227 million below that of 1968,
zs llower priority resource development activities are being deferred or

elayed.

Land and water resources.—As in previous years, the largest
part of estimated expenditures for natural resources in 1969 will be for
h.md and water resource programs. These amounts will permit con-
linuing construction of water resource projects started in previous
Years, construction of power supply and transmission facilities, and
various programs for water pollution control and water resources
research,

Because of the critical water problems found in many regions of
the Nation, it is essential that legislation to establish a National
Water Commission be enacted without delay so that new approaches
for water programs and policies can be explored.
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NATURAL RESOURCES
{Fiseal years. In mallions] R
L ekt D
Program or agency e e .:‘dolfo\
V ; ; L
i .'3:11 ; u:i’::u§ ..L‘:m i 19:; '
Expeaditares: 3 : ',
Land and water resources: i ; 4
Corpsof Engineers .. .. oennriiiiieeiiicnaaaans $1.301 I 31! %31,313 $1,283
Department of the Interior: { : :
Bureau of Reclamation .. _...................... w, »° ™ 8
Power marketing agencies®. .............oe.... ... 133, 1 153 151
Federal Water Pollution Control Administration. ...} 130 19 248 326
Office of Saline Water *...__.........coooeenn... (PN TR %
Office of Water Resources Research_..__..._... 6 9 ! 13
Bureau of Indian Affatrs. .. .................... 106 " n I 13
Bureau of Land Management2................... & 83! 76 | 76
Tennessee Valley Authority. . ...................... | | e %
Soil Conservation Service—watershed projects. ... ... 108 106 9 6
International Boundary and Water Commissioa. ... ... ni n 15 9
Federal Power Commission and other ... ... ... ... 17 3} 25 b1
—
Subtotal, land and water resources............... ... 15| 2.465| 2.5% 0 244
Forest resources: S =
Forest Serviee?........_....._.._..........._._ . %1 95 470 486
Bureau of Land Management..................._ . 1 2| 2
Recreational resources: ! i
Bureau of Outdoot Recreation....... ... ... ) 105 160 | )
National Park Service and other 3....... ... ... 1261 140) 148! N0
Fish and wildlife resources®. ...__.. ... 136 153 158 | 158
Miberal resources: i
Bureau of Land Management.. ... . . T 50 50 | 50
Bureau of Mines and other ) 83 80 l 76
General resource surveys and sdministration?. . 75 %0 | 1% n
Intuftmd and i.ntngovtmmenul transactions (—).____. ~! . -1 et
Applicable receipts from the public (=Y. — 1,410 im], 348 i~1.381 | —1.380
B DR Ml I D
. \ | |
Subtotal, apendiures...........___.. . 2113 2416 | 2,483 2.0
Net Lending: { %_" i
Land and water resourees. ‘ i i ‘
Other. ... ______. O e 18 j 15 6 i
.............................. " 1: b | O
Subtotal, net lend; ; | T
ot lending. .o L SR TS 7! 4
v 1 H N ==t
Total_________. — S
------------------------------ % 22| 24m| 249 218
1968, an fellome " 2¢™ obligational suthority (NOA) and lending authority (LA) for 1967 834

NOA: 1967, $3.262 million: 19 o

 niten Do g, 0 18 2~
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Water and related power developments.—The budget provides for
continuing construction of ongoing water resource projects at mini-
mum rates. While no ongoing projects will be stopped in 1868 or
1969, actions taken in the current fiscal year and the stringent budget
recommendations for 1969 will, in many cases, delay completion
schedules.

Construction of new projects of the Corps of Engineers, the Bureau
of Reclamation, and the Soil Conservation Service, planned for
starting in 1968, including those added by the Congress, will instead
be initiated over the 2-year period, 1968 and 1969. In addition, the
budget provides new obligational authority in 1969 for the Corps of
Engineers to begin construction or undertake land acquistion for
10 projects, and for the Bureau of Reclamation to initiate one project.
Both agencies will continue advance planning on projects which could
be started in future years.

Legislation was recommended last year which would provide relief
for the eritical water problems in the Central Arizona area by sub-
stituting therinal power arrangements in place of proposed hydro-
electric dams in scenic segments of the Colorado River Gorge. Congress
should move promptly to complete action on that legislation.

Financial assistance by the Soil Conservation Service for watershed
protection projects will continue in 1969 at a minimum level. New
obligational authority is recommended to start construction on five
additional projects in 1969. With the stretchout of 1968 project
starts, a total of 30 starts are now planned for 1968 and 55 for 1969.

The interest rate now being used by Federal agencies in formulating
and evaluating proposed water resource projects is significantly lower
than the cost of borrowing by the Treasury. To improve the evaluation
and selection of projects, administrative action is underway to relate
this rate more closely to the average estimated current cost to the
Treasury of long-term borrowing. The new interest rate, which will
be higher than the rate now being used, will be applied in preparing
future project evaluation reports.

The Bureau of Reclamation and the power marketing agencies of
the Department of the Interior will continue to provide essential
facilities for reliable electrical services to the public in areas where the
Federal Government provides a substantial portion of the required
power demands. The Bureau of Reclamation will proceed with con-
Struction on the Third Powerhouse at Grand Coulee Dam, and the
Bonneville Power Administration will continue construction on its
Mmajor transmission grid in the Northwest.

Legislation is again recommended to permit the Bonneville, South-
¢astern, and Southwestern Power Administrations to use revenues
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110 THE BUDGET FOR FISCAL YEAR 1969

from the sale of power to finance capital outlays and operating costs,
on a basis consistent with other business enterprise activities of the
Federal Government. Under the new budget concepts applied in the
1969 budget, the proposed revolving fund legislation will have no
effect on total budget expenditures, since these revenues are being
deducted from expenditures as part of applicable receipts from the
public. ’

The activities of the Tennessee Valley Authority in 1969 are esti-
mated to result in net expenditures of $150 million. These activities
are financed in part through power proceeds and the sale of revenue
bonds and in part by appropriations. The following table shows the
gross activities of the Authority and receipts from power operations
and other activities:

TENNESSEE VALLEY AUTHORITY

{Fiscal years. In millions]

Program 1967 1968 1969
actual estimate | estimate
Obligations:
Poweroperations. _.__.___.________ . $259 $261 287
Other program operations_.._._.___..__..______________ 46 47 i
Capital outlays for power supply and transmission system
facilities.. . 223 213 ul
Other capitaloutlays_ ... __._.______ ... 53 40 2
Total obligations_____.__________. . .. 581 561 7
Receipts:
Power operations___.______.___ —1354 —395 ~410
Other receipts. ... .~ TtY” —26 =27 =
Adjustment for change in obligated balmu:____::::: -------- 99 =31 -0
T S
Expenditures ... 102 109 150

In 1969, th'e Tenn%see Valley Authority will continue construction
of a $392 million nuclear powerplant and a $325 million coal-fired
powerplant. These facilities are needed to meet increased power 4
mand§ in .the coming years, '

.Le'glslat-lon has been proposed to provide the Federal Power Con
mission with a.dequate authority to encourage and coordinate compre”
hensive planning of the Nation’s electrical power systems by bot
public and private utilities, The legislation is essential to achieve

1mproved. electrical power system reliability and minimize future ' k
of extensive power failures,
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Water quality and research.—High priority is being given to programs
to improve water quality for public water supplies, recreation, fish
and wildlife, and industrial use. The budget includes new obligational
authority of $225 million in 1969 for grants to communities to assist
in the construction of waste treatment facilities.

A total of $32 million has been included in the budgets of Federal
sgencies for water pollution control projects at Federal facilities
in order to comply with Federal and State pollution control standards.
New obligational authority is also recommended to increase research
and demonstration activities to improve water pollution control.
Progress is being made in approving water quality standards developed
by the States under the Water Quality Act of 1965.

Research to find new sources of water for the Nation will also
continue. Of particular importance are the efforts of the Office of
Saline Water to find lower-cost desalting methods and the Bureau
of Reclamation’s program to determine the feasibility of augmenting
natural precipitation by artificial means.

Public domain and Indian lands.—Expenditures of $76 million are
estimated in 1969 for the Bureau of Land Management to manage the
public domain lands. Mineral leasing activities on Federal lands, in-
cluding the Outer Continental Shelf, result in large reccipts to the
Federal Government. Oil and gas production from federally owned
lands now represents more than 129% of the Nation’s oil and gas
production. The Bureau of L.and Management and the Geological
Survey will improve leasing and management practices relating to the
valuable resources of the Outer Continental Shelf.

New obligational authority of $113 million is recommended for the
Bureau of Indian Affairs to build schools for Indian children and
to improve the well-being of Indian people. Funds are included to
initiate a kindergarten program in Federal Indian schools and to start
construction of seven new schools for Indian children. New obligational
suthority is also recommended to provide increased assistance for job
training, housing, and expansion of industrial activities on or near
reservations. Legislation has been proposed to increase the authori-
zation to extend direct loans to Indians for farming and business pur-
Poses, and to authorize guarantees of private loans. Other programs
to improve the health and education of Indians are included in other
related functional sections of the budget.

Forest resources.—Federal forest lands provide a large part of
the Nation’s timber supply and provide recreational activities, includ-
g hunting and fishing, for millions of visitors each year. In addition,
these lands supply watershed protection and grazing for livestock.
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The Forest Service and the Bureau of Land Management have been
engaged in o joint analysis of their timber sales policies and procedures.
After appropriate consultation with interested groups, these agencies
intend to put into effect by July 1, 1968, an essentially uniform timber
appraisal system within a framework for achieving fair market value
returns to the Federal Government from the sale of public timber
resources.

The Forest Service has also undertaken to improve the manage-
ment of recreational resources in the national forests. A modern data
system is being developed on recreational capacity, visitor days, and
facility investments. When fully operational, this system will help
forest managers to estimate more accurately future requirements for
outdoor recreation and improve decisions on recreation investments
to assure the optimal economic return.

Recreational resources.—The number of visitors to national
parks and other Federal recreation areas—one indication of the
demand for outdeor recreational resources—continues to expand at
a rapid rate. Rising land prices, however, make it more and mere
costly to acquire recreation areas.

The 1969 budget gives increased emphasis to the acquisition of
recreation lands in newly-authorized Federal areas. New obligational
authority of $130 million is recommended for the Land and Water
Conservation Fund in 1969, an increase of $11 million over 1968.
This amount will permit needed additions of Federal nreas and
provide for grants of $65 million to the States for acquisition and
development of their recreation areas. In view of rising land prices,
greater emphasis is to be placed on the use of grant funds for acquiring
land in authorized areas rather than developing existing areas.

Because revenues expected to be available to the Land and Water
Conservation Fund over the next few years will fall far short of
requirements consistent with an adequate recreation program, legisla-
tion is being recommended to authorize the use of mineral receipts
from the Outer Continental Shelf to nugment the Fund up to a level
of $200 million a year for 5 years. ’

Legislation has been recommended to establish a National Scenic
Rivers System and a Nationwide System of Trails. Legislation has also
been proposed to authorize the Redwoods National Park in northern
California, &« National Park and a8 National Recreation Area in the
North Cascades region in the State of Washington, and the Apostle
Islands National Lakeshore in Wisconsin.
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Visitors to Federal Recreation Areas
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Mineral resources and fish and wildlife—Research programs
conducted by the Bureau of Mines and the Office of Coal Research
will continue to aid industry in the development and use of mineral
resources. Emphasis is being given to research on the abatement of
tir and water pollution and other harmful environmental effects
from the use of fossil fuels. A new research program will be initiated
in 1969 to seek major improvements in the technology of underground
mining and tunneling.

The Department of the Interior will conduct research in 1969 on
techniques for concentrating shale oil underground, proceed with title
clearance on Federal lands, and appraise oil shale resources.

Strip mining operations have left ugly scars on millions of acres of
Innds, and resulted in serious pollution from acid drainage and sedi-
ment. Legislation will be proposed to establish a Federal-State system
for regulation of surface mining operations.

The budget provides for expanded research to accelerate develop-
nent of the technology to produce low-cost fish protein concentrate.
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General resource surveys.—The topographic mapping program
of the Geological Survey is undergoing a major shift in emphasis
to help solve the mapping problems of our cities. Over half of
some 3,000 existing urban aren maps are obsolete. In 1969, emphasis
will be given to mapping areas in cities of over 250,000 population
which are cither unmapped or require resurveying, and to a specisl
“interim’’ revision program for existing urban area maps.

Since conventional revision methods are costly and time-consum-
ing, the Geological Survey has developed u special photogrammetric
technique for updating only major changes in buildings, highways,
and other physical structures in urban areas. With this technique,
called interim revision, topographic maps can be produced at low
cost within 1 year.

COMMERCE AND TRANSPORTATION

Federal programs for commerce and trunsportation are aimed pri-
marily at promoting consistent and healthy growth of the Nation's
economy.

Total outlays for these programs are estimated at $8.1 billion in
1969, $268 million more than in 1968. Sizable increases are antici-
pated for air transportation programs, including further progress
on the development of a civilian supersonice transport. Regional eco-
nomic development efforts and C'oast Guard activities will also be
augmented. These increnses will be partially offsot by a decline in
the size of the postal deficit, reflecting postal rate increases.

Advancement of business.—Business assistance programs con-
tribute to the general welfare of all citizens as consumers as well a¢
to the progress of individual businesses. In addition, these programs
incrensingly seek to enlist the active participation of the business
community in the solution of deep-seated social and economic problems,
such as hard-core unemployment and.regional economic imbalance.
Similarly, technological and financial assistance for small businesses is
being brought to bear on stubborn urban and rural economic problems.

Expenditures for the various activities nimed at the advancement of
business ure estiinated at $153 million in 1969, compared with $160
million in 1968. The decrease is lurgely the result of increased receipts
for the Federal Deposit Insurance Corporation and lesser expenditures
for small business assistance. Net lending will total $67 million in 1969,
compared with $114 million in 1968.
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COMMERCE AND TRANSPORATION
[Fiscal years, In millions]
Ezpenditures and net Recom-
Program or agency e mons
snd LA
1967 1968 1969 for
actus] | estimate | estimate | 1969 !
Expenditares:
Advancement of business:
Export promotion ?. .. oo ceiiececancmen— $18 $20 $29 $32
Small business assistance. ... coeeocecnnecerrennnnnn 75 60 4 13
Physical environment 2. ___ .. ..o 176 168 17 178
Physical standards.......ovoerimomeciimeneccnnn- 38 31 » M
Promotion of technology ? - .ocvereniiemaccrecnnnnn- 54 57 » 61
Economic and demographic statisties 2. __.........__. k) 46 ] 50
Federal Deposit Insurance Corporation (trust funds)...| —239 | —261 7 —274 | ........
Other aids to business 2. . ... vineiiiicir e 33 » 40 37
Ares and regiomal development:
Department of Commerce: Economic development
T T 52 153 186 229
Appalachia andother 2. .o neieieaiaennnn 86 159 29 216
Air transportation:
Federal Aviation Administration. . «.oooovememnennnnn 883 892 | 1,228 1,064
Civil Aeronautics Board subsidies. ... o...ooooieeo.. 62 58 54 53
Water transportation:
Maritime Administration 2. ... eoieeaeooo 302 364 380 482
Coast Guard 2. _ .t creeenaaen 97 486 608 559
(0 DN -7 5 12 5
Ground transportation:
Highways: ¢
Present programs_ee o cee oot eee i 4,041 | 4,363 4340 4,787
Proposed legislation. . .oo oo ooooeeemncmceameassimemeeemeacens 1] 85
T SN 10 21 28 2|
Postal service. ..o oot 1,141 1 1,087 767 920
Regulation of business.. ... ooeeroeoeeeccnenn. 101 100 107 m
Interfund and intragovernmental transactions (—).... .. ~1 =% —8 —8
Applicable receipts from the public (~) ... ..._..... —47 1 —132 | 149 —149
Subtotal, expenditures. ... ...coiienciennennn 7,308 | 7,605 | 7,99 8,776
Net Leading:
Advancement of business: Small business assistance. . ... 101 114 67 150
Area and regional development: Department of Com-
merce: Economic development assistance__.......... 2 53 65 8
ORer . 8 —8 —8 -6
Subtotal, net lending.. o« oeoneieemoaaremveaannen 138 158 125 32
Total o iiiiiinarneanaaannanann 7,446 | 7,853 | 8,121 9,008

! Compares with new obligational authority (NOA) and lending autherity (LA) for 1967 and

1968, &3 follows:
NOA: 1967, $8,653 million; 1968, $9.066 million.
1 LA: 1967, $938 million; 1968, $217 million.
8cludes both Federal funds and trust funds.
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CREDIT PROGRAMS—COMMERCE AND TRANSPORTATION

{Fiscal years. In millions)

Program or agency 1967 1968 1969
actual estimate | eatimate

Advancement of business: Small business assistance:

Commitments. . ... oo aee e naeaas ($357) ($429)] (3459)

Disbursements. . ... e 280 410 421

Repayments. ... .. oot aaiaannaan =212 —29% -320
Netlending ! .. et e 68 14 102

Atea and regional development: Department of Commerce:
Economic development assistance:

Disbursements ... .o 34 58 n

Repayments. ... . oeuo o eeeeeaamas —4 ~5 -7
Net lending. oo oo e 29 53 65

Other:

Disbursements. ...t 17 —* —*

RePAYMENtS. -« o e e oottt emmmem e -9 -8 -8
Netlending. ..o 8 -8 -8
Total. netlending.. .. ..ooo oo 138 158 125

*Less than $500 thousand.

! Excludes transactions in obligations of Government-sponsored enterprises in the following
amounts: 1967, $33 million; 1968, $0; 1969, —$34 million.

Ezxport promotion.—To increase our exports, the 1969 budget pro-
vides for a substantial expansion of overseas commercinl exhibitions
and for increased information on potentinl markets for the sale of
American products. These expanded efforts, in turn, will help improve
the U.S. balance of payments.

The Department of Commerce recently conducted an evaluation
of the benefits and costs of its various programs to promote U.S, ex-
ports. Based in part on the conclusions of this evaluation, combined
supplemental funds for 1968 and increased amounts for 1969 will
provide for (1) the opening of four new U.S. trade centers oversess,
bringing the total of such centers to 10; (2) an increase from 16 to
29 in the number of trade and industrial exhibitions; (3) establish-
ment of a new export planning staff in the Department of Commerce
to develop ways to determine and to benefit from export opportuni-
ties; and (4) inauguration of a new Joint Export Association program,
which will develop techniques to aid in selling U.S. products in other
countries.
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Small business assistance.—The Small Business Administration will
devote a major share of its attention in 1968 and 1969 to encouraging
wider participation by private institutions in its financial assistance
programs. The agency will attempt to increase private participation

primarily through its authority to guarantee loans made by private
banks.

Physical environment.—The Environmental Science Services Ad-
ministration (ESSA) will intensify its efforts to improve understanding
of the atmosphere, the oceans, and the eartb. New obligational
authority of $178 million recommended for 1969 will provide for
substantial progress in the World Weather Watch, a global weather
system, which will lead to more reliable and longer-range weather
forecasts.

In 1969, important improvements will be made in the detection and
tracking of violent storms through the use of satellites, radar and
other techniques. ESSA will also develop further scientific information
needed to support Federal programs to advance our capabilities in
weather modification and to combat air pollution.

Physical standards.—The fundamental objective of our physical
measurement activities is to provide improved standards or reference
points upon which the Nation’s vital scientific and technical measure-
ment system can rely. In the coming year, efforts will be continued to
obtain more accurate measurement of physical quantities and better
definition of physical constants, and to disseminate more widely the
vast amounts of technical data published in these fields. These efforts
ure selected on the bases of scientific and technological opportunities
and of economic usefulness to the general public.

Economic and demographic statistics.—The Census Bureau will con-
centrate its major activity in 1969 on preparations for the 1970
decennial census. This census will be an immense undertaking not only
because of the increase in total population but also because of the
need for more inclusive and intensive coverage. By improving cover-
nge, the 1970 census will provide more valuable data, particularly

keyed to the identification and solution of problems in our larger urban
centers.

Area and regional development.—The major objectives of
our economic development programs are to reduce unemployment and
to ncrease family incomes in the Nation’s most seriously lagging
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areas. In 1969, the Economic Development Administration will
stress industrial loans to development centers, and loans and grants
for development facilities in our most depressed areas. Total outlays
are estimated to increase by $45 million to a total of $251 million in
1969, as projects approved in prior years are completed. Of this
amount, $65 million will be provided in the form of net lending.

The development program of the Appalachian Regional Commission
provides public facilities and services in areas which are critical to the
economic growth of the region. Emphuasis is being given to the develop-
ment of a regional transportation system, improved vocational edu-
cation, health services, and utilization of natural resources.

The five other regional commissions (New England, Upper Great
Lakes, Ozarks, the “Four Corners” region in the Southwest, and the
Coustal Plains) will initinte a new program authorized in the last
session of Congress to supplement grants of various Federal
agencies as n means of tying Federal programs into an overall regional
development strategy.

Transportation.—Transportation is one of the Nation’s largest
industries. Our transportation system is the most extensive in the
world, yet it is not adequate for today’s needs. To meet the challenge
in the years ahead will require concentrated and cooperative action
at all levels of government, labor, and industry.

Created to provide a single national focus on transportation prob-
lems, the new Department of Transportation came into being on April
1, 1967, bringing together in one agency the planning and coordination
of Federal transportation programs which previously had been widely
dispersed. This organizational iinprovement will enable the Nation to
respond effectively to the opportunities and the problems that con-
front our mobile society: attacking congestion in the skies and on the
highways, improving traffic and motor vehicle safety, and developing
new systems for high-speed intercity travel.

The proposed reallocation of urban transportation responsibilities
between the Departments of Transportation and Housing and Urban
Development will make possible a coordinated approach to urban
transportation problems.

Expenditures for transportation programs are estimated at $6.7
billion in 1969, including $4.2 billion from the highway trust fund.
The increase of $511 million in total expenditures over 1968 reflects the
emphasis being given to improving the capacity, efficiency, and safety
of the Nation’s transportation system.

AAir transportation.—In 1969, expenditures of the Federal Aviation
Administration are estimated at $1.2 billion, including $877 million
for air traffic facilities and services to handle the rapidly increasing
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growth of air traffic both safely and efficiently. New obligational
authority of $70 million is requested for new facilities and equipment,
including additional components for the National Airspace System.
This semi-automated system for air traffic control enhances the
ability of air traffic controllers to expedite aircraft movements both
en route und at the terminal.

The Secretary of Transportation is currently conducting an in-
tensive study of the long-term needs for the Nation’s airways and
airports. Recommendations for meeting these needs and for financing
the costs of air transportation facilities and services will be sent to
the Congress when the study has been completed and reviewed.

Firm plans for construction and flight-testing of a prototype civil
supersonic transport were inade last spring. Costs are shared 90% by
the Federal Government and 109, by the contractors. The Govern-
ment share is repayable through royalties on commercial sales of the
aireraft. New obligational authority of $223 million is estimated for
the 1969 increment of this program, with associated expenditures of
$351 million.

Appropriations of $65 million for 1970 are being requested for grants-
in-aid for airport development. These funds nre requested 1 year in
advance to aid communities in arranging for their share of the costs of
upproved projects.

Subsidy payments by the Civil Aeronautics Board to air carriers are
estimated at $54 million in 1969, a decrease of over $4 million from
1968. This reduction results primarily from improved routes, mergers
of subsidized air carriers, and increased revenues from continued
growth in air traffic.

Water transportation.—Expenditures by the Coast Guard are
estimated to amount to $608 million in 1969, an increase of $122 million
over 1968. Eleven new cutters and 37 new aircraft will be delivered.
These will replace obsolete facilities and improve the capability of
the Coast Guard fleet. Also included are funds for a national oceano-
graphic cutter and research funds for further development work on the
.Nutinnul Oceanographic Data Buoy Network and other initiatives
In the field of marine sciences.

The Coast Guard also performs a military support role in Vietnam.
Patrol bonts and cutters are engaged in the surveillance of small craft
to prevent the infiltration of enemy reinforcements and supplies.

The Maritime Administration in the Department of Commerce
brovides assistance to ocean shipping. Expenditures for this purpose
tre estimated at $380 million in 1969, an increase of $16 million from
1968. Vessel operating subsidies will remain at about the 1968 leve)
85 the Government continues to charter subsidized vessels for world-
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wide shipping. Funds will be provided for the construction of 10 new
vessels as part of the continuing program for modernization of the
subsidized fleet.

Vessels to be put under construction in 1968 und 1969 will have
significantly increased cargo capucity and more efficient loading and
unloading equipment. These structural improvements will partially
offset otherwise higher operating costs.

Ground transportation.—Expenditures by the Department of Trans-
portation for highway programs are estimated at $4.4 billion in 1969,
an increase of $28 million from 1968. These expenditures are pri-
marily grants to States from the highway trust fund for (1) the 90%
Federal share of the cust of constructing the 41,000-mile Interstate
Highway System, now almost three-fifths completed, (2) the 509%
Federal share for construction of primary and secondary roads, and
(3) an expanded Federal program to reduce congestion on urban
streets and highways.

Commerce and Transportation - Program Trends
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Legislation has been proposed to transfer financing of forest high-
ways and public lunds highways to the highway trust fund, so that
costs will be borne by highway users rather than by general tax-
payers. Pending legislation would continue the highway beautification
program designed to control outdoor advertising and junkyards on
Interstate and primary roads and to provide highway landscaping and
scenic enhancement on the Federal-aid Highway System.

Due to increased costs, highway trust fund revenues under existing
legislation will prove insufficient to complete the Interstate System
on schedule. For this reason, legislation will be proposed to (1) extend
the life of the highway trnst fund, thereby adding revenues, and (2)
incrense the scheduled authorizations for the Interstate System
consistent. with the new cost estimate. Proposed legislation will also
provide an authorization of $1 billion for 1970 for the primary and
secondary system, and an additional authorization for 1971.

To promote highway and motor vehicle safety, expenditures for
research and development of standards and for State and community
safety grants are estimated to rise to $99 million, an increase of 853
million over 1968. The amount of grants to States alone is estimated
to increase by $44 million, reflecting expanding State and community
highway safety programs. Legislation is being proposed to provide
contract authorization of $50 million for 1970 for the State and
community highway safety program. Together with funds carried over
from prior years, this will permit the continued growth of the safety
programs.

Important new steps will be taken by the Department of Trans-
bortation further to ensure the safety and protection of motor vehicle
drivers und passongers on the Nation’s highways. In addition to motor
vehicle standards which became effective January 1, 1968, new and
mproved standards will be issued effective January 1, 1969. A new
uniform tire grading system is also planned by the Federal Highway
Administration. As new vehicles meeting these standards come into
use, fatalities and injuries from highway accidents should diminish.
_Legislation is pending to authorize the Department of Transporta-
Uon to regulate the safety of gas pipelines.

The newly created Federal Railroad Administration performs safety
regulation and inspection nctivities, sponsors research on railroad
safety problems, carries out high-speed ground transportation research
a.nd demonstrations, and manages the Alaska Railroad. Demonstra-
tions of improved rail passenger service between Boston, New York,
and Washington, to begin in 1968, will continue in 1969.

Pos.ta'l service.—Obligations for postal services are estimated at
87.‘5 billion in 1969, compared with $7.0 billion in 1968. Revenues and

Telinh . oape s
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billion in 1969—reflecting recently adopted postal rate increases, as
well as increased mail volume. The following table summarizes the
program of the Post Office Departiment.

SUMMARY OF POST OFFICE DEPARTMENT PROGRAM

{Fiscal years. In millions}

ltem 1967 1968 1969
actual estimate | estimate
Obligations by major program:
Direct servicestomailers. _......ocooemeernircn cvnnncunnn $589 $650 $679
Processing of mail. ... .coooo it i 1636 1,829 1,965
Delivery services. . oo aecr i iciccrcaeccccanans 2,665 2.960 3.3
T AN POIAION. - - ce o e ceeemeeacemcaceannscnnamannnnnnan 989 1,123 1,215
Auxiliary seevices. . ..ot icenareacacaaean 109 121 124
Enforcing postal laws. ... .. . eieiiiiiaaaee » 35 #
Research and development. _......convnieieeeniriiannans 12 16 »
General postal sUpport.. .. ...cooceerennreencncanecnnnnenn 255 260 307
Total obligations. .......cooveeeemeiiieennrineennnns 6,284 6.9%4 7,497
Financing:
Revenues and reimbursements. .. ......_....ccciviiimnmannn. 5.113 5.820 6,57
New obligationa) authority weed. .. ... . ... ..o ... 1,17t 1,174 92
Total financing. .. ..c..oooeieereenomiiaaceaeecaeen 6,284 6,994 7.49

Increases in obligations in 1969 primarily reflect continuing growth
in mail volume, increases in pay scales for postal workers, and addi-
tional investments to modernize the postal service.

Mail volume is expected to increase by 3.8% iu both 1968 and 1969.
Estimates of mail volume compared to recent experience are shown in

the following table:
MAIL VOLUME
! 1964 1963 1966 1967 V 1968 1969
| sctual | actual | actual | actual [ estimate jestimste
Millions of pieces.._............_...... | 69,676 | 71673 | 75,607 | 79,165 | 82,159 | 85,0

3.2 5.2 4.7 3.8 3.8

Percent increase from previous years_____. i 2.7

The lower rate of inerease in mail volume estimated for 1968 and
1969 assumes a return to more normal rates of increase from the
abnormally high rates prevailing in 1966 and 1967.

The postal deficit, excluding public service costs, will be $78
million, compared with $449 million in 1968 and $590 million in 1967.
The reduction in the postal deficit for 1969 reflects increases in revenue

totaling $389 million in 1968 and $959 million in 1969, resulting from
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the postal rate increases effective January 7, 1968 and other rate
increnses effective in 1969. This reduction is partially offset by addi-
tional costs of $329 million due to pay increases effective in October,
1067.

HOUSING AND COMMUNITY DEVELOPMENT

The goal of the housing and community development programs, set
by the Housing Act of 1949, is the realization of a decent home and a
suitable environment for every American family.

Progress toward the goal of decent housing is assisted by Govern-
ment programs to support the private market. For those families who
are unable to afford housing at the prices which must be charged in
the private market, the Government provides additional assistance
in the form of low interest loans for rental housing for moderate income
families, and annual contributions to local public authorities provid-
ing housing for low income families. The rent supplement program,
the latest addition to the variety of programs aimed at reaching our
national housing goal, provides payments to private housing sponsors
on behalf of low income tenants. Under these programs, over 920,000
homes will have been provided for families with low and moderate
incomes by the end of 1969.

A 10-year program is proposed to provide 6 million housing units—
homes and apartments—for low and moderate income families.
The program will begin in 1969, under existing and proposed legis-
lation, with 300,000 units.

Expenditures for housing and community development are expected
to double, rising from $697 million to $1.4 billion in 1969. The increase
reflects higher grant disbursements as the Model Cities program gets
underway, and progress is made on projects approved in prior years
for such essential purposes as public housing, urban renewal, water
und sewer facilities, open space, mass transportation, and neighborhood
facilities.

Not lending is estimated to decrease by $1.9 billion to $1.4 billion,
brimarily because of an anticipated reduction in mortgage purchases
by the Federal National Mortgage Association (FNMA).

Because considerable time is required for advance planning and
tonstruction, program decisions for housing and community de-
velopment are made well in advance of the time of disbursement.

hese 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
activity 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.
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HOUSING AND COMMUNITY DEVELOPMENT

[Fisca} years. la millions}

Eapenditures snd net Recom-
lending mended
Program or agency NOA
snd LA
1967 1968 1969 for
actusal | estimate | cotimate| 19691
Expenditures:
Public housing programs. . ... ... .oooeooo.. $251 $297 | $350 $380
Aids to private housing:
Department of Housing and Urban Development:
Supplements to the private market:
Rent supplement program_................... 1 4 16 17
Other .o e eeeeemraareann— —-17 =21 16 6
Support of the private market: Federal Housing Ad-
ministrationandother?. ... .. .. ... .. ... ~7] <138} N0 ... ...
Federal Savings and Loan Insurance Corporation. ... .. =201 | 384 | -~378.........
Urban renewal and community facilities:
ModelGities.. ..o on oo eeeieicceeacanen i 25 250 1,000
Aids to improved land use:
Urbanrenewal._ ... ... . ciiiiiaaaaan. 370 499 699 750
Open spacelandgrants...._. . ... ... .. .. 19 60 60 .. . ...
Urban planning assistance and other_............._ 22 3l 46 55
Proposed metropolitan development legislation. . ....{. ... .. oo 3 10
Assistance for public facilities:
Urban mass transportation. ... .......ooccnamen... 42 100 150 19
Basic water and sewer facility grants____.._.... ... 6 90 130 150
Neighborhood facility grants and other............. 12 2 39 “
Researchandother. .. ... ..o ... 32 39 55 75
Proposed legislation. . ... ... oo ieeecneecifeeenaan 14 3
National Capitalregion?. _..... .. ... ..co....c...... 66 90 104 140
Interfund and intragovernmental transactions (—)_.....| —~19 -15 ~14 -4
Applicable receipts from the public (—)......_......... * * | .
Subtotal, expenditures_ . __.. .. ... ... 577 07| 1,49 2,833
Net Lending:
Public housing programs_. . ... ... ... . ... ... 14 2 e [ T
Aids to private housing:
Department of Housing and Urban Development:
Supplements to the private market .. __..._..... ... 248 744 456 1,205
Support of the privatemarket 2. .. _____.. ... ... 1,269 | 2,440 809 709
Federal Savings and Loan Insurance Corporation. ... .. 44 -8 | PO
Urban renewal and community facilities. ... ___..___.._. 114 42 6l 80
National Capital region.___....._._........__......... 19 16 65 141
Subtotal, net lending... ... oo o.iviimeomann. 1,708 | 3,257 | 1,355 2,1%
Total e aas 2,285 | 3,95¢] 2,784 4,968

*Less than 3500 thousand.
1 Compares with new obligational authority (NOA) and lending suthority (LA) for 1967 and
1968, as lollov:
NO 1967 :; zg)' tm“non. :;z: :'2 5”69, ml“:on
million;
Digitized !demSERh Federal ‘lll:d.l lnd trust funds. mion
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Public housing programs.—Last year, legislation was requested
to increase and accelerate the public housing program. Early enact-
ment will allow work to start on 65,000 new homes in 1968 and 85,000
in 1969. In addition to the conventional method of having local com-
munities plan and build this housing, new techniques developed over
the past 2 years will be emphasized. Existing housing will be leased or
purchased—and where necessary, repaired—to increase the supply of
standard housing available for low income families. Private builders
will speed public housing production by building housing on their own
‘sites and then selling it to local authorities under the new “turnkey”
approach. In many cases, private firms will also manage the housing,
and increasingly, individuals or groups of tenants will manage their
own homes. Local housing authorities borrow the money to finance
construction or purchase of public housing units.

Expenditures in the public housing program represent the Federal
contribution to meet that portion of the debt service which cannot
be paid from rent receipts. Expenditures will rise by $53 million to
$350 million in 1969. Net lending, which provides temporary financing
during the initial stages of housing development and varies from year
to year, is expected to decrease by $38 million.

Aids to private housing.—The Federal Government provides
a number of direct and indirect assistance programs to encourage more
and better private housing. However, receipts exceed expenditures for
this category because of the premiums received on insured mortgages
and savings and loan accounts. Net receipts from Federal aids to
private housing are estimated to decrease by $82 million to $457
million in 1969, reflecting increased expenditures in the rent supple-
ment program and lower net revenues in various loan and insurance
programs. Net lending is expected to decrease by $1.9 billion to
$1.2 billion, as private investors provide more mortgage financing
under legislation proposed to lift the ceiling on interest rates on
Government-insured and guaranteed mortgages, and to transfer
secondary market mortgage purchase activities to private ownership.

Supplements to the private market.—The Government helps families
with low or moderate incomes obtain decent, privately-sponsored
housing at prices they can afford by making payments to supplement
their monthly rent or by lending money at low interest rates.

_ The successful rent supplement program has shown the way for
Incrensing the supply of standard housing for low-income families by
¢ombining private ownership and Federal financial aid. The Govern-
Ment pays the private housing sponsor—nonprofit organizations or
Imited dividend corporations—the difference between the rent a
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CREDIT PROGRAMS—HOUSING AND COMMUNITY DEVELOPMENT

[Fisesl years. In millions)

Program or agency

1967

1968

1969

sctual estimate | estimate
Public housing programs:
Disbursements. ... .o noeie i iacmeamcmeemaaonnn $158 $223 $226
Repayments. ..ot ccacrccnranene —-144 - ~242
Netlending. ..o ceeecaeccacaeceananaa 14 2 -16
Aids to privale housing:
D?mment of Housing and Urban Development:
ederal ilr;wml kMurtgage Am‘)z:uuv.‘mf (E'SMA):

on arket operations (trust fu

ot At Lo67| 237 98

Repayments. . oe e creenecccransaacaccnacoamanan -236 -295 -314

Netlending. oo oeomeaeeee e ccccccmaecnan B3l 2,012 643
Special assistance functions:

CommItmMents .« .o oe o eeememarcarccacacacmarmcaacans (807) (959 (575)

Disbursements..... o ocueoecioaeaccecccaecaeaeaa. 178 75 520

Repayments. ... occuueecenaeccnoccecnncacmacaanas —~69 -851 110

Net lending. - oooeeeuomcceenaceeeeecncomccamcnas 109 639 410
Urban renewal rehabilitation loans:
Disbursements. ... ceeereeieamcrcceccanenmaa———- 5 17 .|
Repayments. ... ceeeeeiioeececaeacceeeaaccananmnnnn . -1 -1
Net 1ending. o -oveeeomcernicacsccsscnacacnaacennn 5 17 19
Housing for the elderly:

PIUMIEMENS o eececeaemcevcemmeeeacomacnennecana. 84) (85) (85)
Disbursements. ....ouoveereeaneccceecemecnnnarcenanes 78 9% 100
Repayments. ... cececancarceacceccnssrnncennnas -1 -1 =2

Net lending. . oo oeeeerecseenecernncaeacaonnann 77 89 ]

Federal Hounng Administration and other:
Disbursements ' . oo oo ceeceen s 714 655 3%
Repayments .o riiiiiiiaiaaanan -220 -7 | -
Net 1ending. - o e meeeemenceamcmececacecncmnanees 494 428 %
Federal Savings nnd Loan Insurance Corporation:
1Y YT N 53 12} coenuean
Repayments. oo ceeiceaem————. -9 —-20 -2
Netlending oo voeenmeeeneeaeecennnes reamaranne 4“ -8 -2
Urban renewal and community facilities:
Public facility loans:
COMMIMENES . o o o - e e coecceeeeeeeea e me e eemmnn @n (50) )
Disbursements. -« oo oo eeernooennenennneonn 59 45 #
Repaymenta...... ... .. 0 LTI -3 —4f -
Net 1ending. . -eveoeeeneccmeecoeees e 56 41 Y
Urban renew:l ind other:
SDUTBEMENtS. — e oo oeeceeecoeeeeeeeeonmaeeaeemaaenns 602 453 455
e —543| —453| -4
Net lending. ..o oeemmeeeoeeeceeemeeeeeeeeeeaeaa 58 | L
National Capital region:
DishUrsements. ..o ceeeeeoeoeeemceeeeaeeaaaeemns p) 19 6
RepAYMEnts oo oot cimce e nan -3 -3 -3
Netlending_ ..ot cmmann 19 16 65
Totalnet lending._ _ ... ..o eeooomoaoamaeo. 708 3,257 1,3%

‘I.eu than $5060 thousand.

nbut§£ ments .ndl"::l ments exclude FNMA ruuhnu hcm FHA in the following amount¥
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family can afford and the rent required to pay the total costs of the
apartment. As this housing is completed and occupied, expenditures
will increase by $12 million to $16 million in 1969. The Congress has
suthorized contracts committing the Government to make up to $42
million of rent supplement payments annually. The 1969 budget re-
quests an additional $65 million of annual rent supplement authority.

The largest current lending program supplementing the private
housing market provides rental housing for families with moderate
incomes. The Federal National Mortgage Association purchases mort-
gages with 3%, interest rates for such housing under its special assist-
ance functions. These low interest rates permit families with incomes
too high to qualify for public or rent supplement housing, but too low
to afford other available standard housing, to obtain better accom-
modations. Commitments of $500 million are estimated for this pro-
grom in 1969.

Housing and Community Development = Piogram Trends
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Also under its special assistance programs, the Association purchases
Government-insured or gnaranteed mortgages which generally have
the qualities required by private investors but which are at the time
not readily acceptable by them. In the past 2 years many of these
mortgages have been offered to the Association for purchase because
the maximum interest rate permitted by law has been lower than the
interest rates in the mortgage market generally. In addition, when
private investors sought higher yielding investments than fixed
interest-rate mortgages, the Congress authorized the Association to
purchase $1 billion of Government insured or guaranteed mortgages
on newly constructed low-cost housing.

In 1968, the Association expects to commit $459 million for market
rate mortgages. However, legistation is proposed to permit interest
rates which will enable these mortgages to be financed privately.
The budget for 1969, therefore, includes commitments for only $75
million of these mortgages, limited to types which are unacceptable
to the private market because of their unfamiliarity, rather than their
lower-than-market yield.

Net lending for all FNMA special assistance functions is estimated
to be $410 million, down $229 million from 1968, primarily reflecting
the anticipated return to reliance on the private market.

Support of the private market.—The Federal Government supports
the private housing market primarily by (1) insuring mortgages
through the Federal Housing Administration (FHA), (2) insuring
accounts in savings and loan associations (which invest heavily in
mortgages) through the Federal Savings and Loan Insurance Cor-
poration (FSLIC), and (3) purchasing insured mortgages through
the Federal National Mortgage Association.

The FHA expects to make commitments to insure mortgages on
1.1 million housing units in 1969, compared to 914,000 units in 1968.
These commitments will facilitate $14.2 billion of private financing
for the construction or sale of houses and apartment buildings. How-
ever, the expenditure impact of these programs on the Federal budget
is small. Operating expenses and the payment of insurance claims
nre more than offset by collections of insurance premiums and proceeds
from sales of acquired property. As a result, net receipts are estimated
at $87 million in 1969, which is $8 million lower than 1968.

The FSLIC' expects net receipts of $378 million in 1969, slightly
lower than in 1968. This reflects the continuing excess of premium
payments and prepayments over expenses, permitting insurance
reserves to build up townrd the statutory goal of 2% of insured
suvings.

Net lending in support of the private housing market occurs pri-

marily in the Federal National Mortgage Association’s secondary
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market operations. The Association buys federally-insured or guar-
anteed mortgages when mortgage money is scarce, and sells them
when it is more readily available. In 1968, a record $2.4 billion of
mortgages are expected to be purchased. The anticipated revision in
interest rates on insured or guaranteed mortgages under proposed
legislation is expected to increase the supply of private mortgage
money in 1969. In addition, legislation is proposed to accelerate the
transfer of the Association’s secondary market operations to private
ownership, as anticipated by the FNMA Charter Act. As a private
corporation, these operations will not be subject to the constraints
of the Federal budget and can raise money in the private capital
market to meet mortgage purchase needs.

The Federal Housing Administration’s insurance activities in sup-
port of the private market also include some incidental lending. FHA
acquires mortgages in connection with (1) insurance claim payments
and (2) Government financing of the sale of acquired properties
when private mortgage funds are scarce. FNMA purchases the
mortgages which finance the sale of FHA-acquired homes, primarily
in its management and liquidating programs. In 1969, the Association
expects to purchase $200 million of such mortgages, down from $500
million in 1968, reflecting the expected relaxation of the restriotive
ceiling on mortgage interest rates.

Urban renewal and community facilities.—Federal assistance
in the solution of community problems will continue to emphasize
the coordination of all Federal, State, and local activities and resources.
Expenditures are expected to increase by $567 million to $1.4 billion
In 1939 as the model cities program enters its first full year of operation
and urban renewal and public facility projects are completed or make
continued progress. Net lending, primarily for public facilities in small
communities and preliminary urban renewal financing, is estimated at
$61 million, $19 million higher than 1968.

Model Cities.—Sixty-three cities have launched detailed planning
of their programs to upgrade the physical and social fabric of large
blighted areas. These plans will demonstrate that the interrelated
broblems facing the people of our cities can be attacked, melding
to a unified program the many diverse efforts to improve such
services ns education, skill training and employment, health, welfare,
fecreation, and physical development. Some of these plans are
®Xpected to be completed late in 1968, and the remainder in early
1969. The first 63 cities will then begin their action programs with
‘!le aid of supplementary grants to help cover costs not met by other
Federal nids. These action programs will help rejuvenate 65 blighted
freas containing 3.7 million people.
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Approximately 70 more cities are expected to start preliminary
planning for model cities programs in late spring, 1968; some will be
able to start their action programs before the end of 1969.

The budget provides new obligational authority of $500 million for
supplementary grants, which together with $200 million appropriated
in 1968 will allow grant commitments of $700 million over the 2-year
periond. In addition, $500 million will be availuble from the urban
renewal program. Total expenditures in model cities in 1969 are
expected to reach $250 million, compared to only $25 million in 1968.

Atds to improved land use.—Through the urban renewal program, the
Federal Government aids local communities beset by physical deterio-
ration and rising costs to transform slum-laden land into attractive
areas that serve the community’s people. First priority is being given
to projects that increase the supply of housing for low and moderate
income families or that provide jobs for those now living in blighted
areas. Total commitments for urban renewal projects, including $500
million from authority available specifically for model cities, are
estimated at $1,250 million in 1969. An advance appropriation to
fund $1.4 billion of commitments in 1970 is also j roposed in the 1969

URBAN RENEWAL COMMITMENTS AND PROGRAM ACTIVITY

{Fiscal years., Dollars in millions}

-

Program 1967 1968 1969
actusl estimate | estimote
Redevelopment or rehabilitation projects..._................. $721 s818t s1.102°

Number of new projects. .. .. ..o iaieannn... 151 176 205
Acresof land. .. ..o..co o 14,250 | 16,700 | 20,500
Code enforcement projects. - . .. ._..oeenoieooe s $50 $56 $102
Number of new projects. .. ......oovueneeoiumeeoancennans 39 46 78
Acresof land. ... s 20,163 | 25,700 | 43,600
Rehabilitation grants.._.._.ooooonomeeimtiiemncnecaeenns st $15 8
Number of grants........oeeeeeeooeiooo... eeeammeaan 7,959 11,000 § 13,000
Demolition of condemned structures and other................. $10 $8 $
Number of demolition projects.........ooceeeoeooocnnnn.... 2 3} 15
Structures demolished. . .......o...ooooiiiiii e 4,495 1,768 | 2,100
Urban renewal demonstrations. ... .o cooooooonnnnennnnna. $i $2 2
Number of Projects. .o o oeenennooimeceeceeoeemannanns 6 5 2
Community renewal programs. . ... . oooooemoiennannnn. $6 310 $10
Number of cities assisted. ... ....._.ooooooooooioio. - 15 2] L

S

Total commitments. .. .......ccoueoveneemaennannn.. $197 $908 | $1.250

Deduct authority available from prior years_..._...._..... .. -72 ~58 {....cener
New obligational authority......o..oooeoeernnn oo . 8725 $850 | $1.250

Model Cities portion. . ..« oo eeeocoeeeeemoenemaedeaeneenns ($100)]  ($500)
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budget. The number of projects being planned or carried out will
increase by 72 to 1,632 in 1969, and the number completed will increase
by 100 to 509.

The open space land program provides grants to localities with
comprehensive development planning and programming for the entire
urban area. In 1969, grants of $85 million will be committed for about
600 projects. These projects will (1) preserve 76 thousand acres of open
space land, primarily in the growing suburbs, (2) create 120 parks in
developed areas of the cities, and (3) support beautification programs
in 100 cities—including landscaping small, “vest pocket’” parks in
densely crowded areas.

The urban planning assistance program aids States, regions, metro-
politan areas, and small cities to plan their development and to
program and coordinate their various activities. In 1969, $55 million
will be committed to aid 950 planning bodies.

Legislation is proposed to authorize funds for the initiation of the
metropolitan development incentive grant program in 1969. These
incentive grants will encourage more orderly planning and devel-
opment of our metropolitan areas. The 1969 budget includes $10
million of commitments for this purpose. '

Assistance for public facilities.—Coordinated, interjurisdictional
comprehensive planning and programing is also one of the primary
aims of the public facility grant programs. Such planning is a require-
ment in the urban mass transportation and water and sewer grant
programs. Grants for neighborhood facilities can be made only if
they are necessary for local health, welfare, recreational, or similar
community service programs, and are consistent with comprehensive
planning for the community.

In the urban mass transportation assistance program, grants
totaling $165 million will be committed to aid (1) the construction
and acquisition of equipment for 25 mass transportation systems,
(2) the planning of 17 systems, and (3) the training of 100 system
managers, Initial studies for the design of s mass transportation
Tesearch program are approaching completion, and $25 million of
commitments is proposed for carrying out the first stages of such a
program in 1969.

) I.Veeded water and sewer facilities will be constructed in 290 commu-
Nities through the assistance provided by $150 million of commitments.

Neighborhood centers bring needed health, education, employment,
Tecreation, and other social services close to the disadvantaged people
In the crowded areas of our communities. These centers will be aided
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through the commitment of $40 million of grants for the construction
of buildings to house the centers, $10 million more than in 1968. This
sum will aid 130 centers.

Net lending for public facilities is primarily for loans to smaller
communities, which have the greatest difficulty in borrowing in the
private market on reasonable terms. In 1969, commitments for $40
million of loans are expected, primarily for local hospitals and water
and sewer facilities.

Research and other—The long term solution of problems in the field
of housing and urban development requires a better understanding of
the forces affecting urban growth and decay, the development of new
and lower cost methods of providing housing which meets the require-
ments of urban growth, and assessment of the effectiveness of Federal,
State, local, and private activities aimed at solving these problems. A
new program of research to accomplish these objectives is being started
in 1968 with a $10 million appropriation. This appropriation will be
doubled in 1969 as the program enters its second year. This program
will include support of a private, nonprofit Institute for Urban De-
velopment being set up to carry out some of the basic conceptual
studies required.

The ability of States and localities to cope with their problems,
now aided through the urban planning assistance program, will
be further strengthened by two other programs started in 1968 and
increased in 1969. Training for local officials involved in community
development programs is assisted by grants to support State training
programs. Commitments for these grants will rise from $3 million in
1968 to $7 million in 1969. Technical assistance and information
relating to community problems and programs can be provided by
States wit