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& JUN 1953

MEMORANDUM FOR: Deputy Director of Central Intelligence

SUBJECT : BPBureau of the Budget Reaction to CIA TY 1965
Fiscal Projection

1. Bob Amory advised me yesterday that he considered the ClAa
projected fiscal requirements for FY 1945 {and the four succeading years)
excessive. He said that in his opinion we had failed to comply with the
President's directive to make a genuine effort to effect economies and that
he had ssriously considered rsjscting the Agency's submission. He has,
however, agreed to forward it to the Director, Buresu of the Budget,

2. To recapitulate our positien:

a. The Bureau of the BMMMMA_la
target figure of | for 25X1

the Reserve for FY 1965), This figure was qualified by
the requirement that we ''specifically identify the actions
that would be required to reach a restrictive budget for

FY 1965 with | |in new obligational authority'’
{exclusive of] |for the Reserve or total new
obligational authority of] }o 25X1

b. Requirements as originally submitted by components
aggregated] | tinclusive of approximately] | 25X1
for the Reserve).

¢, After a preliminary review, the Cemptroller recom-
mended a figure of] | {including approximately
| |for the Reserve) as adequate to meest Agency
requirements and this figure was submitted to the Bureau
of the Budget by the DDCI. Approximately| |was 25X1
the estimated amount required in FY 1965 to meet the cost
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of expansion of the Communications Program| | 25X1

and PM requirements of tha! | 25X1
| . The Bureau e Dudget has agreed that these

requirements should be excluded from our ceilin {although they
have not agreed, of course, that this figure of | iia 25X1

an accurate estimate of the cost of these programs),

25X1

3. In suggesting that CIA's request for | |in FY 1968 25X1
wags 80 gxcessive as to constitute a disregard of the Presidential directive
concerning economy, Bob did not apparently mean to imply that the President
had ever focused specifically on the cost of intelligence or had indicated
that economies should be effected if necessary at the expense of the intelli-
gence afiort. Bob also appeared willing to concede that mo very substantial
economies could be esffected by purely administrative efforts to cut down.
Although he sppeared to feel that some reduction in expenditures could be 55y 4
effected by administrative aconomies, ke stated that the kind of reduction
which he had in mind inevitably involved the elimination of programs.

4. As Bob's attitude undoubtedly reflects the general position of
the Bureau of the Budget and probably the atmosphere of the White House,
we can undoubtedly expect to meet very serious resistance during the course
of our hearings and negotiations with the Bureau of the Budget nsxt surnmer
and fall. In anticipation of these negotiations, it would be very helpful to
establish at this time certain gensral guidelines within which the formal
FY 1965 figures should be developed aand presented. {The FY 1945 figures
used in the five-year projection are, of course, regarded as tentative and
preliminary). In general outline, the approsch which I would recommend
is based on the following considerations:

a. Review and Elimination of Progrummq

{1) During the course of the past ysar, the
Financial Policy and Budget Committee has identified
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pretty much all of the activities in which the Agency

is sngaged and has subjected these activitize to at

least preliminary review and assessment. In some
cases, no searcning effort was made to evaluate
programs. Any effort at a re-evaluation of activities
such as the | |
appeared superfluous in view of the fact that indepsndent
investigations at a policy level conducted outeids of the
Agency had resuited in a decision to comtinue and indeed
expand these programs. Rather similar considerations
obtained as regards the | |and operations

improved. Outside of the DD/P, ws have looked at the
various offices of DD/I and identified NIS and the registries
of OCR as the only areas whare further intensive review
seemeod liksly to result in cconomies under existing policies.
In the DD/S, we have found that the expense eof service
activities in largely determined by the substantive programs
which they support., Under an austerity regime, some
reduction in cost might be effected but we have identified
no activities or programs in the support field which could
actually be eliminated. The sizre and the cost of Cormmuni ~
cations, NPIC and Research, of course, are increasing
undar approved directives.
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(2) At Gen. Carter's request, we have undertaken
& new attempt at an inventory of all the Agency's
activities which should make it possible once again to
review possibilities for the elimination of programs.
This inventory will, apart from identifying all of our
programs and activities, and the source of the authority
under which the program or activity is undertaken,
attempt to satablish:

(a) those activities which we are conducting
essentially for somebody else {{.e., communications
support;

{b) those programs which may be psripheral
to our charter [ s traditionally used as an 25X1
example of this category}; and

{c) those activitier which we are conducting
which are also carried on by other Agencies or
Departments of the Government.

{3) Aes indicated in paragraph 4.a.{]) above, I am
not optimistic that this inventory will reveal any very
obvious opportunity for the elimination of programs.
From the point of view of the Government as a whole,
a more likely basis for retrenchment in the inmtelligence
field appears to lie outside of CIA. I ar: fully aware of
the futility of attempting to accamplish economiss by
persuading other Agencies or the Military SBervices to
retrench or cut back. On the other hand, it occurs te
me that it might be posaible to review our various
activities with the Bureau of the Budget and sstablish
that these, in fact, represent the hardé core of the
American inteliigence effort. To the extent that these
activities are duplicated elsewhere, the burden could
be placed upon the Buresu or the duplicating Agemcy to
justify whatever expenditures are invelved.
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b. Retrenchment by Adopting a Policy of "Holding the
Line'' or by cmz-gz Ceneral Economies

{1} Assurming that no programs can be sslected
for elimination, the question remains as to the dagree
to which the Agency wishas to support and justify
requests foxr increases in FY 1965 over FY 1964. ' To
gome degree these inereasss reflect bujlt-in inflationary
factors such as ingreased wage costs, stc. To some
axtent, they are {nevitable consaguences of past ¢commit-
maents {Communications, NPIC, Research). To some
extent, they reflsct the need for renovation or moderni-
zation of equipment whi¢h has been serioualy depreciated

3 over the y=sma _a= 4 umdey previous ‘hold the line' policies
25X1 {Commo, Finally, requests for increases
result from office jety to meet increasing requirements

for research and analysis as well as collection activity
{ORR, O8], 0O8A, PM programs).

{2} The degree to which we should suppor: these

requirements for additional funds is a matter of policy.
; The Bureau of the Budget has indicated extreme concern
| on the part of the President to keep the budget as low as
possible in an slection year. Every pressure on Heads
of Dapartments and Agencies to cut expenditures to the
minimum is thersfore predictable. Against this must be
balanced the very legitimate needs of the Agency for
additionn]l funds. Just how much susterity the Agency
should voluntarily be prepared to accept appears to me
i a matter which must be established {(within reasonsable
parameters) as & matter of policy.

! ¢c. Problem of Persannel

{1} Ohvicusly, one of the targets of the Bureau of
;i the Budget will bs persennel casts which represent
25X1, something over]  |of the FY 1965 budget (exclusive of
the Reserve). The DeBardeleben Task Force on Manpower
Employment was satisfied that while some reduction in
manpower levels was possible, no very substantial reduction
in the sire of the Agency could be effected in the absence

£ i
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5. with the foregoing thoughts generally in mind, 1 recommend:
a. that the inventory of CIA activities currently being
prepared for the DDCI's consideration be discussed with the ' O’k’ o
Bureau of the Budget, at an appropriate lsvel, with a view /@u\ﬁ”
to establishing the practicability or impracticability of (

elimination of programs or activities presently conducted by
the Agency and with a particular view to identifying areas
where other Agencies may be duplicating these programs;

y

b. that the policy of the Agency on the general subject V_/EL;(Y@C)
of economy or austerity be established in general terms; €

.

c. that the DDCI direct the Financial Policy aand Budget b/*‘/ "
Committes to subject raquirements for personnel increaseas in ps
EFY 1965 to a very searching and critical review. nggx,l
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