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MEMORANIUM FOR THE DIRECTOR

SUBJECT: Impect of President's Economy Messures on FY 1965 Pedersl
Budpet

1. Atteched is a resume with tebsz of the rrincipel stetements
end directives of the Pregident oo the subjects of the state of the
Nationel economy end economies in Federal progreass depigned
rerticulerly to impect upon the FY 1965 Budget - doller and mEnpower
levels.

<« The budget policy of President Johngon has been vigorous
retrenchment In Government enmployment, e very criticel lock at each
proposed progrem incresse, and p reappreisel of activities or
merginel value. However, he hes deplt generocusly with thoee
progrens which he considers to be responsive to "humen needs” -
heslih, education, eredicetion of poverty, ete.

<+ While the apecific programs’® Tigures and the Presidential
decisions nertaining thereto sre not yet evellable, the Buresu of
Lie Budget reports that the 1965 Budget will show reductions for
the Defense Department, Atemie Energy Commission, Department of
Agriculture, Post Office, end Veterans Administration. It will
cerry incresases for the Peace Corps, Health, Educetion snd Welfsre,
Housing snd Home Finence, snd Lebor. The Foreign sid budget for
FY 1965 is to be lower then the FY 1964 request end somewhat
closer to what appears to be e Congressionsl accepisble level.
Reseerch and Developuent funds ere projected et something less then
$16 million. (Adjusted R & D funds for FY 196k, efter Cougrescionsl
cuts, are estimated by Buresu of the Budget et $15.2 billion) This
R & D level 18 cleimed by the reporting officer st the Buresu of the
Budget to be extremely tight in the light of PIrogran requests.

L. It wes mlsc reported by the Bureeu of the Budget that the
dolisar totale of the President's Budget will be less then those now
being reported in the press, l.e. $103 billien and thet they will
spproximete 16% of the Gross National Product slightly lese then the
Eisenhower years. (Third quarter estimetes for GNP for 1963 are
£568 billion., President Johnson's stetement af Teb 9 cites the
Council of Econcmic Advisors as steting U.S. is now pegsing the
3600 billion GNP mark. Other estimetes run a8 high ss $618 billion
in FY 1964 /Prudential Insurance/).
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5. BOB sdvises that final GNP, expenditure, and revenue

estimates, 28 they will appeer in the President ‘s Budget, are still

6. Apprope to the tax bill and revenue estimptes, the BOB
reports that, given the reduction of texes, the President's Py
1965 Budget will result in 8 deficit. However, because of the
President's economy policy and tight budget levels, the FY 1965
deficit is expected to be considerebly lees than the $14 biliion
cited to you by Mr. Gordon, Director of the Buresu of the Budget,
last fall.

T. The Bureau of the Budget's over-all civilisn employment
celling for June 30, 1964, is 2, 512,000. The carresponding
flgure for FY 1965 is 2,511, 600, requir & decresse in over-sll
government employment of 40O during FY 1965. This is reported
to be same 75,000 below the initial Agency requests to the Bureau
of the Budget. Further, the President has esked all Agency heads
to personally establish new end-year manpower target levels below
the allowsnce levela to be contained in the FY 1965 Presidenting]
Budget snd to report these new levels for hig perscnal review by
10 Jenuery 1964. (Sce Tab13).

budget figures, e.g. Agency responses to the Cebinet mesgage/
Gordon memorantum (Tab 2) eantmined reductions of $511 millien
in eppropristions, $233 million in expenditures, and meve thap
10,000 joba. Agencies algo withdrev more then $136 millian and
neerly 1,800 jobs in appesls of Budget Buresu ellowances. These
and other changes will make it exceedingly a1fficult to meet the
statutory deadline for delivery of the Budget to Congress.

9. The Burean adviges that to date no Congressionsl leaders
have been informed of the FY 1965 budget totels, progrem levels,
expendifure or revenue estimetes and thet these are being held
closer than in any previous time. However, it iz felt that some
break will be required by the time of the Stste of the Unien
addrens.

Marshsll 5. Csrter
Lieutenant General, UBA
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