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1 October 1963

PROBLEM: To ascertain how Agency budget levels may be cut so as to adhere
more closely to the target levels established by the Bureau of .
the Budget for CIA.

'FACTS BFARING ON THE PROBILEM:

1. The Agency budget as presently prepared on authority of the Director

for submission to the Bureau of the Budget calls for| | to support 25X1

five major activities and | permanest positions (Tab A). This budget
level represents a net cut-back of from the Agency
preliminary estimate as submitted om 27 May 1963 to the Bureau of the Budget.
Detail of these reductions are provided at Tab B (columns 5 and 6) and re-

flect cut-backs in consideration of recommendations made by the Bureau of the
Budget on 9 July 1963 to the Director in a discussion held at the Bureau.

2. On 19 August 1963 the DTI was advised by the Bureau of the Budget of

a planning level of which was provided as a guide line for the
preparation of the Agency's Fiscal Year 1965 budget (see Tab C). No figure
was contained in this letter with respect to positions. The Bureau's planning

. totals for the Agency were carefully explained as not constituting a ceiling.

However, the DCI was called upon, in the event that the Fiscal Year 1965
Agency budget submission exceeded the Bureau's proposed planning levels, to
indicate how he would hold the budget within the planning totals if required

to do go, i.e. program identifications of curtailments necessary to come from

3. During this same period (May through September) a gold flow "budget”
was also submitted. This report aiong with a battery of selected data ree
quested by the Bureau formed the basis for a Ffurther review by the Bureau of
the Budget of Agency overseas activities., In a letter of 3 August 1963 to the
DDCT the Bureau of the Budget concluded that "further dollar outflow savings
by CIA are possible without significant impairment of the contribution which
the Agency's overseas program makes to U.S. national objectives and interests.®

This letter attached a list of suggested acztions to this end and proposed

that equivalent adjustments be made in the apportliomment of the Agency!'s

Fiscal Year 1964 funds in order to effect bhe recommended curtailments. (Tab D).
Response to the Bureau's 3 August 1963 letter was made by the DDCI with the
submission of the September gold flow report (Tab E). The Bureau was advised
of certain areas where the Agency would taice sction on their suggested list,

- However, the DDCI response hecessarily left unresolved for further, study those

questions raised in the Bureauls list wher: curtailment involved more than a
unilateral action on the zart of the Agency. It is to this point that we
understand +the Director of the Bureau addressed himself to the DCI in the

30 September 1963 meeting,
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h. Likewise, in this period the Agency has submitted a manpower "budget"
in the form of a report on the manpower control program of the Agency. On
this front and in the context of Fiscal Year 1964 budget levels the Bureau of

- the Budget authorized the Agency to go forward to the Congress in Fiscal
Year 196U citing a Year-end on-duty level of| (Tab F). Recruitment in 25X1
the Agency has permitted a more repid entrance-on-duty than the year-end
figures of the Bureau would permit. Accordingly on 26 July 1963 a temporary
slow down was placed on recruitment with an interim ceiling. The situation
was placed under intensive study by all Deputy Directors and the Comptroller
in the context of the Fiscal Year 1965 budget - then in breparation.

5« Resulting from this study the Director, in a meeting on 12 September,
; - reviewed the proposed Fi Year 1965 personnel levels and authorized a
25X1 | ‘ personnel strength of[fiﬁfi;:kor submission 1n the Fiscal Year 1965 budget.
! During this same meeting and in response to a request for guidance by the DDCI
to meet requirements of the 19 August 1963 letter from the Bureau of the

" Budget (Tab C), the Director also identified those areas of Agency programs
that he felt were candidates for review and possible cut-back if the Agency
was held to the planning Figure of | (Tab_G). 25X1
6. .As a result of this meeting the Agency's Fiscal Year 1965 budget v
as presently prepared supports the| |figure and letters are in 25X1
- DPreparation explaining the areas of cub-bock we woulc undertake if held to
25X1 - ‘the level.

Te Given the current bressures to rcduce the over-all levels of the ¢

government budget in order to accommodate the President's tax program, and

to minimize the predicted deficit resultirg therefrom, trs Bureau of the
Budget has been exercising an extremely firm hand in the ouwdget review process
over the Fiscal Year 1965 budgets of all agencies. A% CIA over the past
months Bureau examiners have employed the Presidential directive f'or manpower
control programs, for gold flow reporting and for reduction of overseasg Pro=
Jects alongside their normal program review mission in both the budget y M
forfmlation and execution stages. In so doing, as indicated in the tabs to
this paper, the Bureau has repeatedly cited specific aspects of the Agency!'s
brograms which they feel should be curtailed on the tri-front of manpower,
gold flow and program levels., They have both formally and informally cited
the high cost of maintaining nereonnel ~wewmomna TR

25X1

~PETIPIETELVEIUE TO the U.S. Govermment or to the Agency's progrems. With
the reluctance of the Agency to totally condescend to their views, they have
. & generated an arrangement to have the Special Grour review the covert action
activities "base" at least once each year vhile ut the same time not abdicating
their own responsibility for & more concentrated and thorough review in the
context of the budget,
‘ : omare =t
I SESh ¢
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8. Likewise, the Burecau has not accepted the progrums of the Orrick
Committee as a carte blanche for expansion of the Agency's communication
services. Nor are they ready to accept estimates developed in the over-
head reconnaissance fields as being sacrosanct. The Bureau examiners have
also raised doubts as to the validity of the size of our administrative
forces both overseas and at Headquarters. The records of their positions
have been regularly reported by the Comptroller to the Financial Policy and
Budget Committee, and to the Deputy Directors and need not be elaborated
upon further.

9. Meanwhile the Agency tactic in these negotiations has been to take
& more studied approach to reductions and to allow for increases, albeit
gingerly, in some of the higher priority program areas. Attached at Tab H
is an outline by organizational components of the CIA budget submission as
presently prepared for transmittal to the Bureau of the Budget. The Bureau's
planning totals as derived from their 19 August 1963 letter and subsequent
discussions with the Bureau representatives are also set Fforth. The column
of differences indicates amounts and locations which in themselves can be
identified to program areas of the respective divisions. Tab B sets forth
these data in more historical perspective and oroposes alternatives for
adjustment downward of our present proposals. )

25X1
DISCUSSION
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| EXECUTIVE OFFICE OF THE PRESIDENT

BUREAU OF THE BUDGET
WASHINGTON 25, D.C.

AUG 19 1963

'Honorable John A. McCone

Director of Central Intelligence - PR

' - Washington, D. C. 20505

Dear Mr. MéCbne:

In our meeting of July 9, 1963, to dloC uss the 1965 budget issues, we
are still subject to .further

review. Since that time the Director hos gone over the budget outlook

with the President and discussed witn him some of the major program

<

¢ -~ dssues. As a result of the review which has taken place since our meet-

ing, the earlier figures have been revised. The attachment sets forth
the approved planning totals of new obligational authority to guide you

in preparing the detailed 1965 budget request for your agency.

It should be understood that the amounts shown for 1965 are not intended

t€fﬂ.to establish the final figures to go in the budget. Detailed budget sub- .
©  misslons will be subjected to a criticel review this fall before finel R
‘‘decisions on the 1965 budget are reached. These planning figures are not ‘

intended to establish the amounts of your budget submission, nor is the
program detall shown on the attachment meant to limit your flexibility of
Judgment withln the totals. The President would be pleased if you find

.. 1t possible to submit budget estimates coming to lower amounts. If, how-

i ever, you should find it necessary to submit proposals which exceed the

planning totals, you are also requested to indicate how you would hold

o your budget within the planning totals.

‘..:;.The amounts shown on the attachment for the years beyond 1965 have also
"' been arrived at in keeping with the President's overall budget objectives.
- They are furnished to serve as general guides for your longer-range pro-

gram planning and for considering the effect of 1965 budget proposals oa
the years beyond.

©*  We recognize that the delays in the enactment of appropriation bills
' during this session of Congress may cause problems in the preparation ol
. your 1965 budget proposals on a timely basis. Nevertheless, the President

is faced with a statutory deadline for traasmitting the Budget to the

- Congress. You. cooperation is therefore urgently requested in the subm.s-

eion of your budget proposals on schedule by September 30, 1963, regard..ess
of the status of congressional action for the current year. If necessa:ry,

. the 1964 column of the budget schedules can be adjusted later to reflect

i‘ifinal congressional action.
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i Enclosure .

‘Bureau of the Budget staff will be available to discuss the basis for the '

attached figures, and to give you any other assistance which would help

’ in making an’ effective and. timely budget submission.

S . . Sincerely, P

:LL\ER B. s; -
Acting Director
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' EXECUTIVE OFFICE OF THE PRESIDENT 4 s
BUREAU OF THE BUDGET /5 G .
WASHINGTON 28, D.C. : »? /7

AUG 3 1963

Lt. Gen. Marshall 8. Carter

Deputy Director of Central Intelligsnce

- Central Intalligance Agency .
Vashington 25, D. C, :

Dear Genaral Certers

As evidenced by his special mesraga of July 18 on Balance of Paymants, .
ths Prosident continues to ettach the highest significance to actions
token by each departrment and cgney to reducs dollar expanditures
abrood. I note from tha CIA's Juns 15 report on international tionge
actloneg and your lattar forvaniing “his report, that the Agency has
mads 8ot progross in reducinz 4ts8 foreipn dollar expenditures, as

well es in improving tho sccuracy of the data submitted to the Bureau.

We have recently corpleted rovicws of tha Azency report and of the

dota submittod on overseas officas end personnel under Bulletin 63-13.
We concluds that, while rocomizing the progross made by the Agency
during the past year, further dollar outilow savings by CIA are possie
ble without significant impadiramt of the contribution vhich the e
Ageney's overseas brogram maken to U.8. national obJectives and Co
interasts.

Attoched to this letter is a 11s% of suzsested actions prepared by ST
ny staff which cover both reductions afiecting overscas offices end e
porsonnal and program activiiico. Sows of thesa actions werge dige o
cussed in our seasion on tha 1565 Dudget Previev ard normally would
Couo up again during the fall review of tha ¥y 1965 estimates. Howe
ever, given the President's Policies on this matter, I feel 1t ime
Perutive to move ahead with decisions on thess and other itams which
would achiove savings in doller outflow. I am, themfore » submitting
this list for your consideration and propose that equivalant dollay
adjustments be made in the apportiomment of the Agoncy's FY 1964 funds.

In addition, 1t 18 the Burcau's visw that many of your overseoas
stations ore manned at & level which can no longer be justified in
the light of ths urgent natfonal requirement to mintmipa dollar o=
penditures abroad. During the 1965 Zudget review my staff will
exardne carefully all overscas rositions. Meanwhile 4t s hoped you
vill teko sotion to xeduce these eztablishments at the earliest

b
A

.. Slincerely,
(si~ned) Kermit Gordon,
--E-WI0 GORDON _—
~ o _ , Director .~ . ,.,,,;,,;.;g o
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be thnl even further doliar outilow ¢ Filrcs could Be reclizoed and

puroested severel speelfie actions to this end,

L oheve delayed reesonding to yaur Letter ponding preparation and

2bidy of the A ncy'f repular cuaxterly ¢ Uonission on irzucrnationul trange

fm.c~ The renaired by your Circular fo. A-8". Tuip cverborly report has just

Goca vormloted and ds attoched ca Tod A, T4 wen my Zoeiling that the ox-

;.,r:‘-:;»:-i.,:‘z;-*e seined In oodng throueh this eon ler e zeredoe one more time would
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the maulting data would inecre thab our xenly 40 your letter was based on
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_ A In conclusion, the Dimvebter cnd I 2ily support the President's

; polieles on the bolence of yaymoats proulen crd rocognize the fuportonce
of reducing the dotler cubflow. Wils nubjJect 1s repeatedly brought to
the sttention of ell =y senlor {Ticlals.

Taitkiully yours,

Jorcenll 8. Carber

Lieuvtopznt Genernl, USA . ;
Deputy Director . )
25X1 BD/comp/] fue£/9 Sept 63 s

Distribubion:
Original end 1 - Addressee
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E 1 - Comptroller - NS =
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EXCERPT from letter to DCI from Director, Bureau of the Budget, dated
20 December 1962,

"The President has also approved the following estimate of total employment _
25X1

for your Agency:

June 30, 1963 -
June 30, 1964 -

These employment estimates are ‘the meximms on which your budget justifi-
catlions should be based. Initial apportionment plans for fiscsl year 1964
- should be accompanied by an employment plan indicating any modifications in
 the cmployment estimate needed to reflect congressional action on approp-
.. ristions and changes in Inter-agency finsncisl arrangements, if sny, which
_ have developed. Any changes in Agency plans during the remainder of this
- Tiscal year and during the fiscel year 1¢64k should be brought to the
|~ attention of the Buresu of the Budget 1f they indicate that end-of -year ..
. employment will differ significantly frow. the figure listed above for 1963
- or from the modified flgure srrived st in. connection with the spportionments
~ for 196k, This procedure should be kept in mind as you proceed with steps
to assure an sdequate manpower control system for your Agency in accordance
. with the recent revision of Bureau of the Budget Circular Noe A-lilh," -

.
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