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as they can be accomplished within a
sound budget policy . Reductions in ta x
rates would give relief to taxpayers an d
would also release funds for the activit y
and investment necessary for sustaine d
economic growth through private initiative, However, the reduction of tax rates
must give way under present circumstances to the cost of meeting our urgen t
national responsibilities,
M9 The present estimates of budget re •
ceipts for 1958 are based on the assumption that the Nation will continue to hav e
'a high level of business activity with in .
=easing national income, and that the
present tax rates will be continued . These
are the estimates we can make at this
, ;time, but, since they relate to a perio d
':6 to 18 months away, significant changes
may take place before the 'fiscal year
1958 is ended,
M11 :

Receipts from and payments to the

;public. — The restraint on inflationar y

pressures which will be exerted by th e
'budget surplus in the fiscal year 195 8
;`.will be reinforced by net accumulation s
- ,in'the trust funds . . .
. . . the receipts from the public are
estimates to exceed payments to the public by 3 billion dollars 'in the fiscal year
1958.
Budget Message for the Fiscal Yea r
1959 (January 1958 )
M5 This budget reflects . . . those principles of governmental and fiscal soundnes s
that have always guided this administration — economy in expenditures, efficiency in operations, promotion of growt h
and stability in a free-enterprise economy, . , . adequate to cover expenditure s
and permit debt reduction during period s
of high business activity . .
To meet these responsibilities , . , the
budget for 1959 contains recommendations to provide :
[Various shifts in defense spending )
(4) Curtailments, revisions, or eliminations of certain present civil programs ,
and deferments of previously recommended new programs, in order to re strain nonmilitary spending in 1959 an d
to provide the basis for budgetary sav -

ings of several billion dollars annually
within a few years ;
M6 (5) Continuation of present tax rate s
to help achieve a balanced budget i n
1959.
M9 There are strong grounds to suppor t
my confidence that the expansion of ou r
economy will soon be resumed, bringing
higher levels of receipts with present tax
rates. The acceleration of defense, efforts
already under way, the increasing pace of
activity in a number of programs invo lv
— ing State and local as well as Federal
expenditures, the rapid pace of technological advance, . . ,
the expanding needs and desires of our
growing population, and Government
policies designed to facilitate the resumption of growth are among the majo r
factors that justify this confidence . While
there are many uncertainties in forecasting results 18 months in advance, ou r
best estimate at this time of budget receipts for 1959 is $74 .4 billion. This
would produce a balanced budget wit h
a,surplus of $0 .5 billion in 1959 .
[Scaeduled tax reductions
to be-post .
_
poned)

Budget Message for the Fiscal Yea r
1960 (January 1959 )
M5 The situation we face today as a Nation differs significantly from that of a
year ago, We are now entering a period
of national prosperity and high employwent . . .
This budget proposes to increase ou r
military effectiveness, to enhance domes tic well-being, . , . to preserve fisca l
soundness, and to encourage economi c
growth and stability, not only in the fisca l
year 1960 but in the years beyond. And it
clearly shows that these things can b e
done within our income.
. . , this budget fits the conditions o f
today because :
1, It is a balanced budget, — My recommendations call for an approximate equality between revenue s
and expenditures, with a smal l
surplus .
2. It is a responsible budget . —B y
avoiding a deficit, it will help pre 51
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expenditure of Federal funds . Even so ,
the slender margin of surplus can be attained only if economic growth is no t
interrupted.

vent further increases in the cost of
living and the hidden and unfair
tax that inflation imposes on personal savings and incomes.
Under our graduated income tax sysM6
tem, with present tax rates, budget receipts should grow even faster than national income, although the rise in receipts certainly will not be uniform fro m
year to year. Also, some tax reforms and
downward ax adjustments will be essential in future years to' help maintain
and strengthen the incentives for continued economic growth . With a balance in
our finances in 1960, we can look for ward to tax reduction in the reasonabl y
foreseeable future . In'the long run, taxe s
should be so arranged that in periods of
prosperity some annual provision is mad e
for debt reduction, even though at a modest rate."
. . . a very modest surplus of about $0. 1
billion is estimated for 1960, compare d
with a recession-induced deficit of $12 .9
billion in the current fiscal year . This
--- - estimated balance assumes enactment o f
recommendations for extending presen t
excises and corporation income taxe s
scheduled for reduction under existin g
law.
M9

Budget Message for the Fiscal Yea r
1961 (January 1960 )
M5 I invite the Congress to join with m e

in a determined effort to achieve a substantial surplus . This will make possible a
reduction in the national debt.

. . . our resolve . . , to extend economic
growth in the future without inflation .
. . This surplus should be applied to
debt reduction, which I believe to be a
prime element in sound, fiscal policy fo r
the Nation at this time,
M7 During the present fiscal year we have
made encouraging progress in achievin g
sound fiscal policy objectives . The deficit
of $12 .4 billion in fiscal 1959, which was
largely caused by the recession, is expected to be followed by a surplus o f
$217 million in the current year . To safe guard this small surplus, I am directin g
all Government departments and agencies to exercise strict controls over the
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For the fiscal year 1961, I am proposing a budget surplus of $4 .2 billion to be
applied to debt retirement. In my judgment this is the only sound course . Unless some amounts are applied to the reduction of debt in prosperous periods ,
we can expect an ever larger public deb t
if future emergencies or recession agai n
produce deficits.
M7

In times of prosperity, such as we anticipate in the coming year, sound fisca l
and economic policy requires a budge t
surplus to help counteract inflationary
pressures, to ease conditions in capita l
and credit market , and to increase the
supply of savings available for the productiVe investment so essenti41 -to continued economic growth .

M9

[Recommended removal of interes t
ceiling on Treasury bonds.]

M10

[The revenue estimate] is consistent
with an increase in the gross national
product from about $480 billion for caloyidar 1959 to about $510 billion for
'calendar 1960.

M11 [Recommended improvements of the
tax system -- a comprehensive tax revision program . ]

Budget Message for the Fiscal Yea r
1962 (January 1961) •
M5 A budget surplus was achieved in the
fiscal year which ended on June 30, 1960,
A narrowly balanced budget is anticipated for fiscal year 1961. The recom-

mendations in this budget provide fo r
still another balanced budget, with a
surplus, :. fiscal year 1962. The achievement of balanced budgets this year an d
in the coining fiscal year will help foste r
noninflationary prosperity at home an d
strengthen confidence in the dolla r
abroad.
Despite the persistence of hardship i n
some local areas, economic activity continues at a high level . It is imperative for
the extension of economic growth at a
high and sustainable rate that the budge t
"Last message presented by President Eisenhower.

I

Page

Page

be kept balanced and that we act responsibly in fiscal matters .
[The Budget] . . . provides for :
Continuing present tax rates to maintain the revenue needed for a soun d
fiscal plan.
A surplus in good times, as provide d
in this budget, helps make up the deficit s
which inevitably occur during periods of
+
To ig
' norethesep Ann ; pInc t e
recession,
to undermine our strength as a Nation
through deficits, unmanageable debt, an d
the resulting inflation and cheapening o f
our currency.
M8 An 8-year effort has been made by this
administration to stabilize the purchasin g
power of the dollar . This effort, whic h
was a necessary undertaking in view o f
the heavy depreciation of the dollar 's
purchasing power following World War
II, has had a large measure of success ,
but the problem of maintaining reasonable price stability will require close an d
continuing attention in the future .
. . . Despite a leveling out in economi c
activity during the latter part of the calendar year just ended, the total marke t
value of all goods and services produce d
in our country in the calendar year 1980
increased by approximately $20 billion
over the preceding year . . .
M7 Our unsatisfactory balance of international payments provides another compelling reason for pursuing sound financial policies . The relationship betwee n
our budgetary actions and the balance o f
payments needs to be carefully examined
to assure a minimum adverse effect .
Whether the dollar will continue to enjo y
high prestige and confidence in the international financial community will depend on the containment of inflation a t
home and on the exercise of wise restraint and selectivity in our expenditures
abroad .
. . Sound fiscal policies and balance d
budgets will sustain sound economic
growth and, eventually, will make possible a reduced tax burden .
Budget Message for the Fiscal Year
1%3 (January 1982) °
7

This budget . . . has been prepare d
with two main objectives in mind :
*Presented by President Kennedy .

*First, to carry forward efficiently th e
activities . . . which by national consensu s
have been assigned to the Federal Government to execute ;
*Second, to achieve a financial plan —
a relationship between receipts and expenditures — which will contribute t o
economic growth, high employment, an d
price stability in our national economy .

I

[Assumes GNP of $570 billion in calendar 1982] — brisk recovery will continue . . .
8 The administrative budget for 198 3
thus shows a modest surplus of about
$500 million. Federal accounts on th e
basis of the consolidated cash statemen t
. . show an estimated excess of receipts
. . . of $1.8 billion . . . And in the terms
in which our national income account s
are calculated'' . . . the Federal surplus
is estimated at $4.4 billion.
9 This policy [of a surplus] is the policy
which seems appropriate at the present
time . . . The economy is moving strongly
-forward, with employment and incomes
rising . The prospects are favorable fo r
further rises in the coming year in privat e
expenditures . . . To plan a deficit under
such circumstances would increase th e
risk of inflationary pressures, damagin g
alike to our domestic economy and to ou r
international balance of payments . On
the other hand, we are still far short of
full capacity use of plant and manpower.
To plan a larger surplus would risk choking off economic recovery and contributing to a premature downturn .
Under present economic circumstances ,
therefore, a moderate surplus of the magnitude projected above is the best national policy, considgring all of our needs'
and objectives .

Budget Message for the Fiscal Year
1964 (January 1963 )
This budget is presented in a nationa l
economic climate which is greatly improved over that of two years ago, bu t
which is capable of substantial furthe r
improvement . . .
Our economy has been falling short o f
its productive potential for more than 5
years because total demand for goods and
services by consumers and business firm s
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has been insufficient to keep the economy
operating at capacity . . .
8

The checkrein of taxes on private
spending and productive incentives must
be loosened if our economy is to perform
at maximum efficiency . To that end — as
I pledged last year — 1964 budget incorporates a major program of tax reduction and reform, designed to help sped
the economy toward full employment and
a higher rate of growth with price stdbihty
Although, with the passage of time, the
economic expansion induced by reduction in tax rates may be expected t o
yield a higher level of Government revenues than the present tax system affords,
the initial effect of the proposed tax pro:gram will be a revenue loss . In this setting, I have felt obliged to limit severely
my 1964 expenditure proposals . In national defense and space programs —
where false economy would seriously
;jeopardize our national interest or even
our national survival — I have proposed
expenditure increases . Fixed interest
charges on the debt will also rise . But
total 1964 expenditures for all other pro:grams in the administrative budget, taken
together, have been held to this year's
level, :and even reduced somewhat .

_

10

. . . It is now clear that the restrainin g
effects of the tax system on the economy
were not adequately recognized,
This issue must be faced squarely . Our
present choice is not between a tax cut
and a balanced budget. The choice,
rather, is between chronic deficits arising
out of a slow rate of economic growth,

11

and temporary deficits stemming from
a tax program designed to promote fuller
use of our resources and more rapid
economic growth .
Nevertheless, the prospect of expanding economic activity and rising Federal
revenues in the years ahead does no t
mean that Federal outlays should rise in
proportion to such revenue increases . As
the tax cut becomes fully effective and
the economy climbs toward full employment, a substantial part of the revenue increases must go toward eliminating the
transitional deficit . Although it will be
necessary to increase certain expenditunes, we shall continue, and indeed intensify, our effort to include in our fiscal
program only those expenditures which
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meet strict criteria of fulfilling important
national needs .
12

My tax proposals include substantia l
permanent reductions in individual and
corporation income tax rates as well as a
number of important structural change s
designed to encourage economic growth,
increase the equity of our tax system ,
and simplify our tax laws and .administra tion • • •
13 The proposed tax program, when fully
effective, would reduce tax liabilities by
about $10 billion . compared to :the.present
tax system . . .
15

The expenditure program which I am
proposing in the budget is, I believe, th e
minimum necessary to meet the essentia l
needs of our complex and growing -societ y
in an era of cold war .
In this budget for 1964, most of th e
increase in expenditures over the curren t
year is also for national security an d
space programs, carrying forward effort s
already begun to strengthen our defenses
:and to participate more actively in man' s
attempt to explore outer space,
The total of administrative budget expenditures for all other programs, com bined, has been held slightly below th e
1963 level . , ,
Other moderate expenditure increase s
being proposed . . include new programs and increases in present program s
for education and health, whilch are In .
vestments in our human resources ; retraining for those whose present skills
are no longer in strong demand ; enlargement of employment opportunities for
young people who have left school ; cedevelopment of depressed areas, includin g
the program enacted last year for acceler ating public works in these areas ; improvement of urban areas through better
transportation and more adequate hous ing, especially for moderate-income fam ilies ; and encouragement of science an d
technology important to our civilian
industries,
These increases are offset by decrease s
in other :administrative :budget ,expendi .
tunes,
Budget Message for the Fiscal Year
1965 (January 1964) *
*First message presented by President Johnson .
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In formulating my budget, I have been
guided by two principles ;

11

•I have been guided by the principle
that spending by the Federal Government, in and of itself, is neither bad nor
good . . .
°I have been guided by the principle
that an austere budget need not be and
should not be a standstill budget . . .

. . . I believe — as did President Kennedy
— that the primary impetus needed to
move our economy ahead should come ,
in present circumstances, from an expanSion of the private sector rather than th e
public sector. Therefore, the earliest pos sible enactment of the tax reduction bill
now before Congress is an integral arkd
vital part of my budgetary proposals.

This is, I believe, a budget of economy
and progress . . . It cuts the deficit in
half, and carries us a giant step toward
the achievement of a balanced budget in
a full-employment full-prosperity economy.
8

. . Moreover, this budget makes provisions for the initiation of a new and
major effort to break the vicious circle of
chronic poverty, which denies to millions
of our fellow citizens a just participatio n
in the benefits of life in our country . . .
T.~e urgent and necessary program increase. : recommended in this budget will
be financed out of the savings made pos:sible by strict economy measures and by
an exhaustive secreening of existing pro;grams. As a result of the highly successful cost reduction program launched in
1962 by the Secretary of Defense, the
1965 program of the Department of Defense will require over $2 billion less in
appropriations than would otherwise be
the ease . . .

~9

. . . Administrative budget receipts are
expected to increase in 1965 to $93 .0 billion, $4 .6 billion over 1964 . This increase,
reflecting the expectation of a strongly
growing economy spurred by prompt enactment of the tax program, takes into
,account the estimated revenue losses
from the new tax rates .

Our country is currently in its fourth
postwar period of economic expansion —
a period which started in February 1961,
and has now lasted nearly 3 years .
. . . This is a record of strong expan 'sion — and yet the expansion has not been
strong enough to absorb the margin o f
idle workers and idle plant capacit y
which continues to tarnish our economy' s
performance . Almost 3 years after th e
trough of the last recession, and despit e
the creation of 2Vi million new jobs i n
our economy, the unemployment rate
now stands at 5Vi % . . .
12

This gap must be closed. It must be
closed — as President Kennedy urged a
year ago — by loosening "the checkrei n
of taxes on private spending and produc tive incentives . " . . .
,, ,
program, economic expansion in 196 4
should proceed briskly . . .

13

As the tax reduction takes full effect ,
its stimulus to private consumption an d
investment will shrink the $30 billio n
gap between the Nation's actual and po tential output, and provide approximatel y
2 million additional jobs for the unem ployed and the new workers entering th e
labor force
. The higher revenues ,
combined with continuing pressure fo r
economy and efficiency in Federal ex penditure programs, should hasten th e
achievement of a balanced budget yin .an
economy of full prosperity .

The resulting administrative budget
defirit of $4 .9 billion for 1965 is $5 .1 billion below the deficit now estimated for
the current year and marks an important
first step toward a balanced budget .
. . ,
11

. . Another measure of Federal finances—one which emphasizes the impact
of the Government's fiscal activities on the
economy — is based on the national in come accounts , , . These data indicate
an excess of payments over receipts of
$2.8 billion in fiscal year 1965 .
The Economy and Tax Reduction

The Federal budget is a detailed pla n
for managing the business of Govern ment, but it is more than that ; In settin g
the relationship between Government
expenditures and taxatiuu, the budget is
also a powerful economic force whic h
can help or hamper our efforts to achiev e
stable prosperity and steady growth.

Budget Message for the Fiscal Yea r
1966 (January 1965 )
7

This budge, provides reasonably for
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our needs . . . It stands on five basi c
principles :
• Government fiscal policies must pro mote national strength, economic progress, and individual opportunity .
• Our tax system must continue to b e
made less burdensome, more equitable,
and more conducive to continued economic expansion .
• The Great Society must be a bold
society . It must not fear to meet ne w
challenges. It must not fail to seize ne w
opportunities.
The major features of the 1966 budge t
translate these principles into action .
First, excise taxes are substantially reduced. Social security benefits, includin g
hospital insurance, are increased . These
are combined with other expenditure
increases to yield an overall fiscal polic y
designed to maintain our steady econornic expansion .
Second, the budget supports a massive
defense establishment of steadily grow Ing power, within reduced outlays ,
Third, our international and space pro grams are being advanced at a satisfactory rate, but with smaller increases tha n
in earlier years .
8 Fourth, expanded programs and higher
expenditures are proposed to :
• Provide better and more education ►
for our children.
• Extend the war aulAinst poverty .
• Promote advances in the Nation' s
health.
. • Improve conditions in the urban
areas where most of us live .

Nevertheless, we must keep in min d
that our economy is still producing at a
level well below its potential . Nearly 4
million people are out of work. The unemployment rate is still nearly 5% ,
Plants and machines are standing idl e
while human wants and needs go unmet.
An estimated 35 million people continue
to live in poverty .
The revenue and expenditure proposals presented in the 1966 budget ar e
carefully designed to promote continue d
economic expansion and improved economic opportunities .
9 This budget takes into account *.he
need to reduce the Nations balance o f
payments deficit. During the last calendar year, the deficit showed a significant
.decline . To help insure continued improvement, I will intensify efforts to
carry out Federal activities with the leas t
possible burden on our balance ; of payments.
Budget Message for the,F1.5cal Year
1967 (January 1966 )
...
The budget for 1967 bears the strong
imprint of the troubled world we live in.
It provides the funds we now foresee
as necessary to meet our commitments i n
Southeast Asia . . .
In this setting I have sought to frame a
balanced program .

Nearly 4 years ago, this Nation began
its fourth postwar economic expansion.

• We are a rich nation and can affor d
to make progress at home while meetin g
obligations abroad — in fact, we ca n
afford no other course if we are to remai n
strong. For this reason, I have not halted
progress in the new and vital Grea t
Society programs in order to finance th e
costs of our efforts in Southeast Asia .
• But even a prosperous nation canno t
meet all its goals all at once, For thi s
reason, the rate of advance in the ne w
programs has been held below wha t
might have been proposed in less trouble d
times . . .

With the help of last year's incom e
tax reduction — the largest and mos t
comprehensive ever enacted -- this ex -

8 At the same time, I want to Insure that
the necessary increase in budget expenditures is so financed as to promote eco -

Fifth, a large part of the funds for
needed program expansion has com e
from savings, reductions, and economies
in other parts of the budget.
Fiscal Policy

This budget recognizes that a growing
-economy is needed to promote nationa l
strength and progress . It is also needed
to move us toward a balanced budget . . .
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has already outlasted each I th e
previous three postwar recoveries .
pansion
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nomie stability . For this reason, I am
proposing several tax measures designe d
to increase Federal revenues .
The unprecedented and uninterrupte d
economic growth of the past 5 years ha s
clearly demonstrated the contribution
that appropriate fiscal action can mak e
to national prosperity . . .
The 1967 fiscal program consists of th e
following elements :
9

First, apart from the special costs of
operations in Southeast Asia, increases in
Federal expenditures for high priorit y
Great Society programs and for unavoid able workload growth have been largel y
offset by reductions in lower priorit y
programs, management improvements ,
and other measures . . .
Second, I propose to supplement the
expansion of Federal revenues which is a
consequence of economic growth by a
series of tax measures which will yield
$1 .2 billion in fiscal year 1966 and $4.8
billion in 1967 :
• A plan for improving the pay-as you-go effectiveness of the withholdin g
system on personal income taxes .
9 A corresponding plan to accelerat e
the transition of corporate income ta x
payments to a full pay-as-you-go basis .

• A temporary reinstatement of th e
excise taxes on passenger automobiles an d
telephone service which were reduced at
the beginning of this calendar year an d
deferral of the further reductions scheduled in the future .
Third, the combined increase in revenues from economic growth and from
my tax proposals will amount to $11 .0
billion in 1967 . . .
Fourth, as a consequence, the overall
deficit in the administrative budge t
is $1 .8 billion, sharply lower than in 1966
and the smallest deficit in 7 years, despite
the added costs we are incurring i n
Southeast Asia.
1967

10 Fifth, on a consolidated cash basis —
which is the most comprehensive measur e
of budget totals — the 1967 budget wil l
show a surplus of $0.5 billion .
No one can firmly predict the course of
events in Southeast Asia . . .
If, . . , events in Southeast Asia so de- '
velop that additional funds are required ,
I will not hesitate to request the necessary sums . And should that contingenc y
arise, or should unforeseen inflationary
pressures develop, I will propose such, ,
fiscal actions as are appropriate to maintain economic stability .
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Economic Report of the Preoident ,
January 1955
Letter of Transmittal :
III I present below, largely in the words o f
''the Report itself, what I regard as its
highlights .
The need of our times is for economic
policies that, in the first place, recognize
the proven sources of sustai
-conomi c
growth and betterment, and : second
place, respect the need of p,,,ple for a
sense of security as well as opportunity i n
our complex, industrialized society ,
A free economy has great capacity t o
generate jobs and incomes if a feeling o f
confidence in the economic future i s
. , widely shared by investors, workers, busi nessmen, . farmers, and consumers .
' IV The role'of the Federal Government i n
the achievement of these goals is to creat e
an atmosphere favorable to economi c
activity by encouraging private initiative,
curbing monopolistic tendencies, avoidin g
encroachment on the private sector of th e
economy, and carrying out as much of it s
own work as is practicable through private enterprise . . . It should restrain
tendencies toward recession or inflation ,
It should widen opportunities for less fortunate citizens, and help individuals t o
cope with the hazards of unemployment ,
Illness, old age, and blighted neighborhoods.
Last year the Government took man y
steps, both legislative and administrative ,
to encourage economic expansion . . .
The year 1954 was one of transition
from contraction to r,,, -overy. The contraction reflected the efforts of business men to reduce inventories, and was aggravated by a large reduction in rnilitar y
expenditures ,
The contraction was relatively mild
and brief, because of a variety of timel y
public and private actions .
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The Government cut taxes, the Federa l
Reserve System eased credit conditions ,
and the Treasury arranged its financin g
so as not to compete with mortgages an d
other long-term issues . A comprehensive
program for encouraging private enterprise was submitted to the Congress .
Apart from this, the decline In private in comes was automatically cushioned b y
increased payments of unemploymen~ insurance and other benefits and by sharp .
cuts in taxes due the Government on th e
reduced incomes .
V Instead of expanding Federal enterprises or initiating new spending pro grains, the basic policy of the Government in dealing with the contraction was
to take actions that created confidence
in the future and stimulated business
firms, consumers, and States and localities to increase their expenditures .
The vigor of the recent recovery, which '
has already made up half of the preceding decline in industrial production, suggests that economic expansion will prob .
ably continue during coining months . It
holds out the promise that we shal l
achieve a high and satisfactory level o f
employment and production within th e
current year ,
The wise course for Government i n
1955 is to direct its program principally
toward fostering long-term economic
growth rather than toward imparting a n
immediate upward thrust to economi c
activity .
Further efforts to reduce Federal expenditures, together with increasing revenues from a tax base growing as th e
economy expands, should make possibl e
some additional general tax reduction s
next year. Progress could then also be
made in further lowering tax barrier t o
the free flow of funds into risk-taking an d
job-creating investments,
. . 1

Scientific research and development
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activities in all their phases should continue to have the earnest support of the
Federal Government,
VI

IV

Measures should be considered to extend personal security against the hazard
of unemployment, to strengthen minimum wage legislation, to protect savings
in credit unions, and to increase the Presi dent's discretionary authority to vary the
terms of insurance mortgage loans in the
interest of economic stability .

To help keep our surging economy i n
a healthy condition the Government i n
1955 held the tax line, The Federal Re serve System shifted from a policy o f
active credit ease to one of moderate re straint, These 'policies contributed in
large degree to the achievement and
maintenance of prosperity without in fiaHon,

A great ten-year program to modernize
the interstate highway system should be
authorized . , ,
Action should be taken this year to hel p
meet our Nation-wide needs for schoo l
construction . . .

VI

Support should be provided for an
Office of Coordinator of Public Works
Planning in the Executive Office of the
President and for a revolving fund for
advances to the States and municipalities
for public works planning,
Conclusion

Our Nation's recent history teaches
that a foresighted Government can do
much to help keep the economy stable ,
but experience affords no good basis for a
belief that the Government can entirely
prevent fluctuations,

Letter of Transmittal :

The development of consumer install ment credit has been highly beneficial t o
our economy . However, it sometimes accertuates movements in the buying of
consumer durable goods . Although present conditions do not call for the use of
any authority to regulate the terms of in .
stallment credit, this is a good time for
the Congress and the Executive Branc h
to study the problem .

Economic Report of the President ,
January 1957
Letter of Transmittal :
III

Economic Report of the President,
January 1956

Our governmental policies have con centrated on building an economic en vironment that favors an orderly expan sion of private activities . The Federa l
Government has not sought to maintai n
good times by expanding our already
huge governmental outlays or by permitting the value of money to depreciate ,
..,

I set forth below, essentially in the
words of the Report itself, what I con sider to be its major conclusions and
recommendations,

Full employment, rising incomes, an d
a stable dollar have been cherished goals
of our society, The practical attainmen t
of these ideals during 1955 was the year's
great economic achievement.

Government must use all practicable
means to promote high levels of production and employment, and to contribut e
toward achieving an expanding az .d
widely-shared national income, earned i n
dollars of stable buying power , . . It
must strive to strengthen competitiv e
markets and to facilitate the adjustment s
necessary in a dynamic economy ,
,,

. we have come to believe that progress need not proceed as irregularly as i n
the past, and that the Federal Government has the capacity to moderate economic fluctuations without becoming a
dominant factor in our economy,

IV Both management and labor should re move restrictions on the operation of
competitive markets and enhance the
economy's adaptability to change, O f
particular importance in a prosperous
economy is the responsibility leaders o f
business and labor to reach agreement s

III , . , I present below, largely in th e
words of the Report itself, what I regar d
as its highlights,
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on wages and other labor benefits tha t
are consistent with productivity prospect s
and with the maintenance of a stabl e
dollar,

mission to perform this important task .
...
To aid agricultural adjustments, recommendations will be made to the Congress for an improved acreage-allotmen t
and price-support program for corn, an d
for steps to deal with problems of land
use and water shortage .

Reliance for stability In economic
growth cannot be placed exclusively o n
the fiscal and monetary policies of Government. The successful extension of
prosperity with price stability calls for a
cooperative effort in which the policie s
of Individuals and economic groups an d
of all levels of government are consisten t
with one another and mutually rein forcing.
...
V The 1953.54 experience demonstrate d
that, when consumer and business confidence is maintained, timely public policies can help keep recessionary tendencies in check . The Government policies
followed in 1955 and 1958 helped to
moderate the upward pressure on prices
and to prevent conditions that would
threaten economic stability.
...
Pressures on prices, costs, and financial
resources in 1958 called for the continuation of policies designed to counter inflationary forces. The Federal Government's budget surplus contributed to thi s
end, as did the credit restraints impose d
by the Federal Reserve System . The
events of the year showed, however, tha t
when production and employment ar e
high, wage and price increase in important industries can create upward pressures on costs and prices generally, an d
that the monetary and fiscal policies o f
Government must be supported by appro priate policies to assure both a high leve l
of economic activity and stable prices .
VI Government can strengthen the enter prise system at this time by preserving a
balanced budget. Accordingly, the Congress should continue tax rates at thei r
present levels, and Federal expenditure s
should be strictly limited.
. .
Recent changes in our financial structure and practices call for careful stud y
of the adequacy of existing facilities fo r
meeting the Nation's capital and credi t
requirements and of the means for exercising appropriate controls over credit ,
As requested in the State of the Unio n
Message, the Congress should authoriz e
a National Monetary and Financial Com 60

The Congress is again requested to enact a program of Federal Assistance fo r
developing the economic base of loca l
areas experiencing persi:itent unemployment .
VII There are grounds for confidence that
the Nation 's over-all prosperity will b e
extended into the months ahead. A moderate rise in business capital outlays is
indicated.
Economic Report of the President ,
January 1958
Letter of Transmittal:
III

In the final quarter of the year, gross
- national product was about l Vi percen t
below the peak reached in the thir d
quarter . . .
In the closing months of the year ,
and currently, the task has been to facili .tate readjustments in the economy essential to the resumption of sustainable economic growth, but to do so without reviv ing inflationary pressures .
As we look ahead in 1958, there are
grounds for expecting that the decline in
business activity need not be prolonge d
and that economic growth can be resume d
without extended interruption . The policies of Government will be directed to ward helping to assure this result.

IV

Financial conditions are increasingl y
favorable to resumption of economic
growth . Credit is more readily availabl e
and its cost is lower, These conditions ,
together with the recent reduction in cas h
investment required of prospective hom e
buyers under Federal mortgage insuranc e
programs, tend to promote increase d
home building, More ample and lower .
cost credit also favors a continuation o f
the large and growing volume of capita l
expenditures by State and local govern -
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ments, and should help moderate th e
decline in investment outlays by busines s
concerns .
At the turn of the year, the compan y
was beginning to feel the effects of a n
acceleration of the placement of defens e
contract awards, prompted by the nee d
to move forward quickly with program s
essential to the strengthening of the Nation's defenses .
..
V

. . . Government, for its part, must us e
its powers to help keep the econom y
stable and to encourage sound economi c
growth with reasonably stable prices .
A legislative program is presented . . .
to help solve urgent problems that con front the Nation . . . Fiscal policies ar e
recommended, to meet, within the frame work of a budget in which expected revenues are adequate to cover projecte d
expenditures, the Nation's needs for
strengthened defenses, for the improvement of our position in science and education, and for other essential activities ,

Economic Report of the President ,
January 195 9
III Letter of Transmittal :
. . . A recovery began in May 1958, an d
by the end of the year most of the groun d
lost had been regained .
...
The events of the last 18 months sho w
again the considerable capacity of ou r
economy to resist contractive influence s
and to hold a downturn within fairly narrow limits . . .
IV Governmental actions also played a n
important role in moderating the recession and helping to bring about a promp t
and sound recovery. Monetary and credi t
policies were employed vigorously to as sure ample supplies of credit . Legislation
was enacted to lengthen temporarily the
period of entitlement of unemploymen t
benefits . Numerous actions were taken t o
spur building activity, Steps were taken
to accelerate Federal construction projects already under way and to speed u p
projects supported by Federal financia l
assistance . Activities under a number o f
Federal credit programs, in addition to

those in the housing field, helped counte r
the recession . And the acceleration of defense procurement, which was being undertaken in line with national securit y
policy, exerted an expansive effect.
The 1957-58 recession shows that th e
major emphasis of Federal policies t o
counteract an economic downturn shoul d
be placed on measures that will act
promptly to help shift the balance of economic forces from contraction to recover y
and growth . Though an effective contribution can be made by the acceleratio n
of public construction projects alread y
under way, little reliance can be placed
on large undertakings which, however ,
useful they may be in the longer term ,
can be put into operation only after an
extended interval .
The 1957-58 experience is also a re minder that there is no simple prescription for corrective action which can b e
applied with only minor variations i n
every business downturn . It emphasized
the importance, in a situation in whic h
powerful corrective forces are at work, of
avoiding hasty and disproportionate action, such as tax reductions that needlessly endanger the prospects of futur e
fiscal balance, and prejudice the orderl y
revision of the tax structure .
As production, employment, and in come moved upward in 1958, the economic policies of Government became
increasingly concerned with keeping th e
recovery on a sound basis and promotin g
a sustainable long-term expansion . Monetary and credit policy was shifted with a
view to limiting the expansion of bank
credit to a sustainable pace, The large
financing operations of the United States
Treasury are being conducted with a view
to enhancing the basic stability of ou r
financial system and promoting soun d
economic growth. And the fiscal operations of Government are moving in the
direction of restoring a balance between
outlays and incomes and thereby countering potential inflationary tendencies ,
IV As 1959 opens, there is reason for confidence that the improvement in busines s
activity which began in the second quarter of last year will be extended into th e
months ahead . Factors that influence decisions on business capital outlays hav e
become more favorable, and an uptur n
in these expenditures may already b e
underway . . .
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V Our gbjective must be to establish a
firm foundation for extending economi c
growth with stable prices into the months
and year ahead . This will not come abou t
automatically, To attain our goal, w e
must safeguard and improve the instittitions of our free competitive economy , , ,
We must wage a relentless battle agains t
impediments to the fullest and most effec tive use of our human and technologica l
resources, We must provide incentive s
for the enlargement and improvement o f
the facilities that supplement huma n
effort and make it increasingly prod►tctive. Finally, an indispensable conditio n
for achieving vigorous and continuin g
economic growth is firm confidence tha t
the value of the dollar will be reasonabl y
stable in the years ahead,
Action to meet these challenges is required on many fronts, by all groups i n
our society and by all units of government ,
Leaders of labor unions have a particularly critical role to play, in view o f
the great power lodged in their hands ,
Their economic actions must reflect
awareness that the only road to greate r
material well-being for the Nation lie s
in the fullest realization of our productivity potential and that stability of price s
is an essential condition to sustainabl e
economic growth.
VI The terms of agreements reached between labor and management in wag e
and related matters will have a critical
bearing on our success in attaining a hig h
level of economic growth with stabl e
prices. It is not the function of Government in our society to establish the term s
of the contracts, but it must be recognized that the public has a vital interes t
in them. Increases in money wages an d
other compensation not justified by th e
productivity performance of the econom y
are inevitably inflationary .
. . .
The chief way for Government to discharge Its responsibility in helping t o
achieve economic growth with price stability is through the prudent conduct of it s
own financial affairs . The budget submitted to the Congress for the fiscal yea r
1980, which balances expenditures wit h
receipts at a level of $77 billion, seeks t o
fulfill this responsibility . If Government
spending is held within the limits set In
62

the proposed budget, the growth of ou r
economy at the rate that may be expecte d
would make it possible in the reasonabl y
foreseeable future to provide, through a
significant further step in tax reform an d
reduction, added incentives and mean s
for vigorous economic growth and improvement .

Economic Report of the President ,
January 198 0
Letter of Transmittal :
III The major conclusions and recommendations of the Report are set fort h
below, in part in the words of the repor t
itself .
By the first quarter of 19,59, the recovery that started early in 1958 had al ready carried production and income to
levels higher than ever before attaine d
in the American economy. A considerable
further advance was scored during th e
remainder of 1959, despite the deep effec t
of the 118-day strike in the steel industry ,
. . . there are good grounds for confidence that this economic advance ca n
be extended through 1980 . . .
...
IV Three elements stand out in the Government's program for realizing the objectives of . . . the Employment Act : first,
favorable action by the Congress on th e
recommendations for appropriations an d
for measures affecting Federal revenues
presented in the Budget for the fiscal yea r
1981 ; second, use of the resulting surplus ,
now estimated at $4 .2 billion, to retir e
Federal debt ; third, action by the Congress to remove the interest rate limitation that currently inhibits the noninflationary management of the Federa l
debt . . .
these Government policies must b e
supplemented by appropriate privat e
actions, especially with respect to profits
and wages . . .
.. .
Further progress is needed in establishing a broad public understanding of th e
relationships of productivity and reward s
to costs and prices. It would be a grav e
mistake to believe that we can success -
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fully substitute legislation or control s
for such understanding . Indeed, the complex relationships involved cannot b e
fixed by law, and attempts to determine
them by restrictive governmental actio n
would jeopardize our freedoms and other
conditions essential to sound economi c
growth.
Economic Report of the President ,
January 196 1
Letter of Transmittal :
III The major conclusions and recommendations of the Report are set fort h
below, in part in the words of the Repor t
itself.
Production and employment decline d
in the latter part of 1960, and unemployment rose, owing in large measure to a n
inventory adjustment . . . It is encouraging, however, that the declines in produc tion and income were moderate . . .
IV
. . . The over-all deficit in the Unite d
States balance of payments last year remained close to that in each of the tw o
preceding years, but the structure of th e
deficit changed markedly . Short-term capital outflow accelerated . . .
..
The Federal policies needed to pro mote balanced growth and, to a considerable extent, be applied under existing administrative authority. But ther e
are certain areas in which legislative action is needed .
First, funds appropriated by the Congress for the fiscal year 1962 should be
held within the limits of expected revenues . . .
Second, Congress should give the Secretary of the Treasury authority to rais e
funds in the long-term capital market
when, in his judgment, this is in th e
public interest, even if the cost of th e
funds is above 4 1/a percent ,
Third, legislation is needed to en able the Federal Government to give
constructive assistance to areas wher e
there is high and persistent unemployment , . .
Fourth, legislative needs in the areas
of health, education, and welfare, anti -

trust enforcement, long-term agricultura l
adjustment, unemployment compensation, and housing and community development are outlined in the Report . . .
Finally, I recommend again that Congress amend the Employment Act o f
1946 to make reasonable price stability
an explicit goal of nailuiiai economi c
policy, . . .

Economic Report of the President ,
January 1962
To the Congress of the United States :
3 My first Economic Report is an appro .
priate occasion to reemphasize my dedi cation to the principles -of the Employment Act . As a declaration of nationa l
purpose and as a recognition of Federa l
responsibility, the Act has few parallel s
in the Nation's history.
4 Progress in 196 1
Last January the economy was in th e
grip of recession . Nearly 7 percent of the
labor force was unemployed .
...
5 At the same time, gold was leaving th e
country at a rate of more than $300 mil lion a month .
* 66
In my message to the Congress o n
February 2, I stated that this Administra tion's "realistic aims for 1961 are to reverse the down-trend in our economy, t o
narrow the gap of unused potential, t o
abate the waste and misery of unemploy ment, and at the same time to maintai n
reasonable stability of the price level ." In
a message on the balance of payments o n
February 6, I added a fifth aim, to restore
confidence in the dollar and to reduc e
the deficit in international payments .
...
The "Program To Restore Momentu m
to the American Economy" which I pro posed to the Congress on February 2 resulted in prompt legislation t o
extend unemployment insurance bene fits on a temporary basis ;
• make Federal aid available, throug h
the States, to dependent children of
the unemployed ;
63
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The standing challenge of the Employment Act is not merely to do better ,
but to do our best — the "maximum ." At tainment of that maximum in 1963 woul d
mean a GNP of approximately $60 0
billion . . .

• liberalize social security benefits ;
• promote homebuilding under the Housing Act of 1961 ;
• raise the minimum wage and extend i t
to more workers ;
8 • provide Federal aid under the Area
Redevelopment Act, to revitalize th e
economies of areas with large and persistent unemployment .

9 Our Goal of Economic Growt h
. , , . We have not in recent year s
maintained the 4 to 4 1/4 percent growt h
rate which characterized the early post war period . We should not settle for les s
than the achievement of a long-ter m
.growth rate matching the early postwa r
record . Increasing our growth rate to 4 1/4
percent a year lies within the range o f
our capabilities during the 1960 's, It wil l
lay the groundwork for meeting both ou r
domestic needs and our world responsibilities ,

Prompt executive action was taken to
accelerate Federal purchases and procurement, highway fund distributions ,
tax refunds, and veterans' life insuranc e
dividends . The Administration raised
farm price supports, expanded the foo d
distribution program, and established
eight pilot food stamp programs .
Monetary and credit policies responde d
to the dual demands of economic recover y
and the balance of payments . On the one
hand, the Federal Reserve System maintained general monetary ease . . . On the
other hand, both monetary and deb t
management policies countered down ward pressures on short-term rates, wit h
a view to checking the outflow of funds
to money markets abroad .
The Federal Budget played its proper
role as a powerful instrument for promoting economic recovery, The measures
to relieve distress and restore economi c
momentum expanded purchasing powe r
early in the year. Subsequently, major
increases in expenditure for nationa l
security and space programs becam e
necessary. In a fully employed economy,
these increases would have required ne w
tax revenues to match . But I did no t
recommend tax increases at this point
because they would have cut into privat e
purchasing power and retarded recovery.
...
7 Coals of Economic Policy
The unfinished business of economic policy included (1) the achievement of full employment and sustaine d
prosperity without inflation, (2) the acceleration of economic growth, (3) th e
extension of equality of opportunity, an d
(4) the restoration of balance of payments equilibrium . Economic policy thu s
confronts a demanding assignment, bu t
one which can and will be met within th e
framework of a free economy .
8 Our Goal of Full and Sustained Prosperity Without Inflation
64

Our Goal of Equal Opportunit y
. . . In 1960, 7 million families and individuals had personal incomes lower
than $2,000. In part, our failure to over come poverty is a consequence of ou r
failure to operate the economy, at potential ,
,. . 1 0

. , , legislative proposals now pending
will be particularly effective in improving ,
the lot of the least fortunate .
I urge action by the Congress to
provide Federal aid for more adequat e
public school facilities, higher teachers '
salaries, and better quality in education .
Our Coals of Basic Balance in International Payments
We must attain a balance in our international transactions which permits us t o
meet heavy obligations abroad for th e
security and development of the fre e
world, without continued depletion of
our gold rf-serves or excessive accumulation of short-term dollar liabilities t o
foreigners, Simultaneously, we must con tinue to reduce barriers to internationa l
trade and to increase the flow of resource s
from developed to developing countries .

11 Policies for 1962
For 1962 as a whole, GNP is expecte d
to rise approximately $50 billion abov e
the $521 billion level of 1961 . This woul d
be another giant stride toward a full y
employed economy .

-
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Budgetary Policy
I have submitted to the Congress a
Budget which will balance in fiscal 1963
as prosperity generates sharply rising ta x
revenues .
12 Prompt enactment of the proposed ta x
credit for investment would give th e
economy further strength .
A surplus of $4 .4 billion in fiscal 1963
is expected in the national income ac counts budget . . . The surplus would b e
several billion dollars higher if the econ •
omy were operating steadily at a leve l
high enough to hold unemployment to 4
percent.
Either surplus — prospective or potential — Is both a challenge and an opportunity, A government surplus is a for m
of saving — an excess of income over expenditure .
If private demand shows unexpected
strength, public policy must and will ac t
to avert the dangers of rising prices . If
demand falls short of current expectations, more expansionary policies will b e
pursued . . .
-

Monetary and Credit Policies
The balance foreseen in the Budget for
fiscal year 1963, and the surplus whic h
would arise at full employment, bot h
indicate that fic .:al policy is assuming a
large share of the burden of forestallin g
inflationary excesses of demand . Wit h
monetary and related policies relieved of
a substantial part ' of this burden, they
can more effectively be used to assure a
flow of investment funds which will trans form the economy's present capacity t o
save into future capacity to produce.
13 At the same time, monetary and deb t
management policies must continue t o
protect the balance of international payments against outflows of short-term
capital.
Balance of Payment s
I am hopeful that the target of reason able equilibrium in our international payments can be achieved within the nex t
two years ; but this will require a determined effort on the part of all of us . , .
.
16 Prices and Wages

17 The Nation must rely on the goo d
sense and public spirit of our busines s
and labor leaders to hold the line on the
price level in 1962 . If labor leaders in ou r
major industries will accept the productivity benchwork as a guide to wage objectives, and if management in thes e
industries will practice equivalent restraint in their price decisions, the yea r
ahead will be a brilliant chapter in the
record of the responsible exercise o f
freedom .
Measures for a Stronger Economy

The final section of my Report is a
summary of my recommendations for
legislative action (1) to strengthen our
defenses against recession, (2) to
strengthen our financial system, (3) to
strengthen our manpower base, and (4 )
to strengthen our tax system .
A Program for Sustained Prosperit y
Recurrent recessions have thrown th e
postwar American economy off stride at
a time when the economies of other major
industrial countries have moved steadil y
ahead. To improve our future performance I urge the Congress to join with me
in erecting a defense-in-depth agains t
future recessions . The basic element g. of
this defense are (1) Presidential stand-b y
authority for prompt, temporary incom e
tax reductions, (2) Presidential stand-b y
authority for capital improvements expenditures, and (3) a permanent strengthening of the unemployment compensation system.
21 Strengthening the Financial System .
Proposals of the Commission on Money
and Credit . . . The Commission's Report

represents the results of thorough analysis and deliberation by a private grou p
of leading citizens representative of business, labor, finance, agriculture, and th e
professions . The Commission's finding s
and recommendations deserve carefu l
consideration by the Congress, the Executive, and the public — consideratio n
which should result in legislative and
executive actions to strengthen government policy under the Employment Act
and to improve the financial system of th e
United States .
..
24 Strengthening Our Manpower Base ,
(1) I urge speedy passage of the
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proposed Manpower Development and
Training Act.
(2) For the same reasons, I urge en actmeut of thr Youth Employment Opportunities Act.

our recent record of price stability an d
balance of payments improvement,
XIII Tax Reduction and Reform in 196 3
. . . if we are to restore the healthy glo w
of dynamic prosperit y to the U.S. econ a omy and avoid a lengthening of the 5 year period of unrealized promise, w e
have no time to loose. Early action o n
the tax program outlined in my State of
the Union Message —and shortly to be
presented in detail in my tax message will be our best investment in a pros porous future and our best insurance
against recession .

(3) I have already my reconamendations for improvement of the FederalState unemployment compensation system .
(4) I am asking the Congress for more
funds to increase the effectiveness of the
U. S. Employment Service,
--

(5) I ask for enactment of the pending proposal to amend the Welfare and
Pension Plans Disclosure Act . . .
'Strengthening Our Tax System

"-

XV

. . I am proposing . major reduction
in individual income tax rates . Rates
should be cut in three stages, from thei r
present range of 20 to 91 percent to the
more reasonable range of 14- to 65,per cent.

XVII .

The second step in my program to lift
investment incentives is to reduce the
corporate tax rate from 52 percent to 4 7
percent, 'thus restoring the pre-Korea n
rate .

. . . The center-piece of these pro`posals is the 8 percent tax credit against
tax for gross investment in depreciable
machinery and equipment .

-

. . , My other proposals for tax reform are designed to improve the equity
and efficiency of the tax system and will
, Offset ;1he remaining net revenue loss

. . : Economic Report- of the ''President,
January 1963
IX To the Congress of the United States :
In response to the requirements of the
Employment Act of 1946, I report to
you
• that the "economic condition" of the
Unite(i States in 1982 was one of con tinued advances in "employment, production , and purchasing power ;"

-,

• that the "foreseeable trends" in 1963
point to still further advances ;
that more vigorous expansion of our
economy is imperative to gain th e
heights of "maximum employment,
production, and purchasing power"
specified in the Act and to close the
gun that has persisted since 1957 between the "levels . , . obtaining" and
the "levels needed" to carry out the
policy of the Act;

-

• that the core of my 1983 "program for
carrying out the policy of the Act is
major tax reduction and revision, carefully timed and structured to speed
our progress toward full employment
and faster growth, while maintining
66

- .: .- The third step toward higher levels o f
" capital spending is a combination o f
structural changes to remove barriers t o
the full flow of investment funds . . .
. side-by-side with tax measures, I
am confident that the Federal Reserv e
and the Treasury will continue to main twin, consistent with their responsibilities
for the external defense of the dollar ,
monetary and credit conditions favorabl e
to the flow of savings into long-ter m
investment in the productive, strength o f
the country,
XIX Impact on Prices and the Balance of Payments
. prices have been essentially stabl e
for 5 years, This has broken the inflation ary psychology and eased the task o f
assuring continued stability .
We are determined to maintain thi s
stability and to avoid the risk of eithe r
an inflationary excess of demand in ou r
markets or a renewed price-wage spiral .
Given the excess capacities of our econ omy today, and its large latent reserves
of productive power, my program of fisca l
stimulus need raise no such fears ,
...

-
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This is my fast report to you under th e
Employment Act of 1946 .

XXI Tax Reduction and Future Fiscal Policy
Work on the development of an ac ceptable plan for quick tax action to
counter future recessions should continue ;
with the close cooperation of the Congress, it should be possible to combine
provision for swift action with full recognition of the Constitutional role of the
Congress in taxation,

As the Employment Act requires, I
shall in this report
• assess our progress toward our eco nomic goals ,
• review the current and foreseeabl e
trends in the U .S, economy in relatio n
to its potential, and
• set forth my policy and program fo r
achieving our national economic potential

Other Economic Measures

XXII Transportation

"

Among the recommendations in my
Transportation Message of April 1962
were measures which would provide or
encourage equal competitive opportunity
under diminished regulation, consisten t
policies of taxation and user charges, and
support of urban transportation and expanded transportation research.

6

We have not yet met this test . New
high ground is not the summit.
,,,
the size of the job that lies ahead of
us is measured by —
1. Unemployment — 5 1/1 percent of
our labor force is still idle, eve n
after a year-to-year advance of 1: $30
'billion in our GNP.
7

2. Productivity advance — we need

XXIV Policies far Faster Growth

...

Tax Revision

'

Tax reduction will remove an obstacle
to the full development of the forces of
growth in a free economy . To go further,
-public policy must offer positive support
'to the primary sources of economic
energy. I propose that the Federal Government lay the groundwork now for
positive action in three key areas, each
singled out by the Cabinet Committee as
fundamental to the long-run strength an d
resilience of our economy: (1) the stimulation of civilian technology, (2) the support of education, and (3) the development of manpower . In each of these areas
'I shall make specific proposals for action,
Together with tar revision, they mark the
beginning of a more conscious and active
policy for economic growth.

January 1964

3 To the Congress of the United States:

-

;

about two billion new jobs each
year to offset the labor-saving effects of rising output per worker. "

If we are to master these problems, w e
must above all enact the tax bill (H .R .
8363 )

• not in one or two or three months, but
now;
• not in diluted, but in strengthened
form, with an immediate drop from an
18-percent to a 14-percent withholding rate.
•.. .
9

We enter 1964 with optimis m
• riding the strong mount of an expanlion that has already crossed the $604
1,111ion mark, and
* responding to the expected spur of a
quickly enacted $11 billion tax cut .
With the tax cut, promptly enacted, our

Economic Report of the President,

-

The Job Ahead of Us

XXIII ''Permanent Unemployment Compensation
tion
I will propose later this year'that Congress enact permanent improvements in
our Federal-State system of unemployment insurance to extend coverage to
more workers, and to increase .-the _size
and duration of benefits .

. . . the acid test of economic policy i s
whether we can make full use of our
growing labor force and our rising pro ductivity — our full potential.

gross national product for 1964 should

rise from $585 billion for 1963 to a projected $623 billion (understood as the
midpoint of a $10 billion range) . . .
67
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10 Prospects are favorable for continuin g
in 1964 our good record of price stability
and stable unit labor costs . . .

reliance on the creative force of competition.

11 Monetary Policy and Balance-of-Payments Measures

Housing and Community Development

A strong upswing in the economy afte r
the tax cut need not bring tight money o r
high interest rates, especially when
• our balance of payments is improvin g
so sharply in response to measures be.
gun in 1961 and reinforced last July;
• the budget for fiscal year 1965 will cut
the Federal deficit in half and eas e
pressures on interest rates from Treasury borrowing.
It would be self-defeating to cancel th e
stimulus of tax reduction by tightenin g
money. Monetary and debt policy should
be directed toward maintaining interest
rates and credit conditions that encourag e
private investment.
But monetary policy must remain flexible, so that :
40It can quickly shift to the defense if,
.unexpectedly, inflation threatens :.or the
balance of payments worsens .
- 13 Labor and Manpower Policies
In 1946 we must redouble our efforts
to meet these problems of our workin g
people ;
1. Automation, Technological change
is a prime mover of our economic growth
— but it can lead to painful job displacement .
• A special high-level commission should
be established to determine how we
.can best gain the benefits of automalion while minimizing its human costs .

The burden of displacement on the individual
must be eased by extending the coverage
and increasing the benefits of our unemployment insurance programs,
3 . Unemployment insurance.

.

14 Transportation and Technology
It is particularly urgent that the Con .
gress now enact legislation before it
to assist our cities in modernizing their
mass transportation facilities ;
• to revise and strengthen our national
transportation policy and place more
68

Authorizations expire this year for several of our major programs . They need to
be renewed and extended .
14 • to renew the decaying areas of our
,cities, while minimizing the burden o f
dislocation. -on families and small busi
nesses;
• to allow cities to acquire land for openspace urban use and to facilitate, bette r
urban planning ;

n to strengthen our program ,of ,low-rent
public housing;

• to provide for construction of mor e
specialized housing for the ,elderly.
'The War on Poverty

In the State of the Union Message, I
announced that this Administration wa s
declaring unconditional -war On poverty
in America

1

15 There are two major prongs to our '
:specific attack on poverty in America n
First, to enable every individual to
build his earning power, to#l
u l capacity
:Second, to assure all citizens of decen t
living standards regardless of economic reverses or the vicissitudes',of
human life and health .

3'Economic Report of the Preslden4 _
January 198 5
To the Congress of the United :States :
I am pleased to report
• that the state of our economy is excel lent;
• that the rising tide of our prosperity ,
drawing new strength from the 1964 .
tax cut, is about to enter its fifth con secutive year;
• that, with sound policy measures, w e
can look forward to uninterrupted and
vigorous expansion in the year :ahead,
,,,
5 The Role of Economic Policy

, . , since 1960 a new factor has

-

4
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.emerged to invigorate private efforts, Th e
vital margin of difference has come fro m
Government policies which have sustained a steady, but noninflationary ,
growth of markets.
I believe that 1964 will go down in
our economic and political history as th e
year of the tax cut, "
It was not the first time that taxes wer e
- cut, of course, nor will it be the last time .
But it was the first time our Nation cut
taxes for the declared purpose of speeding the advance of the private econom y
toward "maximum employment, producduction, and purchasing power."

6

Monetary policy has supported fisca l
measures . The supply of credit has been
wisely tailored to the legitimate credit
needs of a noninflationary expansion ,
while care has been taken to avoid th e
leakage of short-term funds in response
to higher interest rates abroad .

7 The Unfinished Tasks

1. Four years of steadily expanding
job opportunities have not brought us t o
-full employment. Some 3.7 million of our
citizens want work bU are unable to fin d
it . . .
"

2. Four years of vigorous efforts hav e
not yet brought our external payment s
into balance. We need to complete that
task — and we will.
The stability of the American dollar is
central not only to progress at home but
to all our objectives abroad .
8 3 . . . . No planned economy can have
the flexibility and adaptability that flow
from the voluntary response of workers ,
consumers, and managements to the shifting financial incentives provided by fre e
markets.
4. American prosperity is widel y
'shared, But too many are still preclude d
from its benefits by discrimination . . .
The war against poverty has begun ;
its prosecution is one of our most urgen t
tasks in the years ahead,
5. Our goals for individuals and ou r
Nation extend far beyond mere affluence,

The quality of American life remains a
constant concern ,
The task of economic policy is to creat e
a prosperous America . The unfinishe d
task of prosperous Americans is to build a
Great Society.
9 Economic Prospects for 196 5

Approval of the fiscal program I hav e
recommended means that GNP in 1965
should expand over 1964's record leve l
and reach — as the midpoint of a $1 0
billion range — $ 660 billion for the year.
Federal Fiscal Polic y
Private demand will be strong in 1965.
It will be further sustained by Federa l
fiscal measures .
Purposeful expenditures, stimulative
tax reduction, and economy in Government operations are the three, weapon s
which, if used effectively, can relieve our
society of the costs and consequences of
waste.
Carrying out these principles, I have
submitted t . : udget which will once again
contribute expansionary force rather than
restrictive pressure on our economy.
As measured by their effects on in comes and production, Federal expenditures, grants, and transfer payments i n
,calendar 1965 will e- .ceed by $5 billion
their amount in 196 , 1 . The largest single
part of this increase will arise from the 7
percent increase in Social Security payments I have proposed,
10 The reduction or elimination of man y
excise taxes (wher. fully effective, $1 .75
billion a year) — partially offset by appropriate new or increased user charges
-- will accomplish a net tax reduction o f
nearly $700 million within calendar yea r
1965. In addition, another $1 billion reduction in corporate income tax liabilitie s
becomes effective this year, So does a
further $3 billion reduction in persona l
-tax liabilities (.although not ;in withholding rates) .
11 Monetary Policy in 1965
As in 1964, an expansionary monetary
policy will be tempered by the urgenc y
of our balance of payments problem. But
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barring domestic or international emergency, our monetary and debt-management policies can serve — as they hav e
since 1960 — to accommodate the credi t
needs of a noninflationary expansion .
12 Maintaining Wage-Price Stabilit y
The remarkable price stability of 195963 persisted throughout 1964. There is

good reason to believe that it will continue in 1965 .

Yet watchful caution must govern pub lic and private policies in 1965.
International Economic Policies

Continued cost and price stability is
fundamental to correction of our balanc e
of payments deficit — it is the foundatio n
on which we must build our entire effor t
to achieve external equilibrium .
15 . Manpower Policies for a Flexibl e
Econom y

job opportunities and men must b e
matched. Workers must have the requisite skills — and the opportunity to gai n
new skills if advancing technology find s
less use for their old ones .
To a substantial degree, strong deman d
for labor will bring workers and fobs together. But sole reliance on strong demand would place price stability unde r
an unnecessary threat .
. ..
16 Maintaining Incomes of the
Disadvantaged

Not every person can share fully in th e
fruits of our progress through his own
daily productive effort. Large numbers of
our retired and handicapped cannot work .
17 America 's efforts to eradicate povert y
are quickly taken shape under the Offic e
of Economic Opportunity . Programs o f
community action, educatio% training ,
and work experience will strike at th e
roots of poverty, especially among ou r
youth . I urge a doubling of appropriations to intensify these efforts .
Improving Urban Life
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The Federal Government has neither
wish nor power to abolish the legal
boundaries that divide an urban area .
But the Federal Government helps cities
because many aspects of urban life pose
problems of national as well as local concern. We can increasingly require — as a
condition for Federal help — that th e
separate units work and plan together t o
assure that Federal aid and federall y
financed facilities will be used effectively in improving urban life.
Economic Report of the President ,
January 196 6
3 To the Congress of the United States :
A year ago I reported that we were "in
the midst of the greatest upsurge of economic well-being in the history of an y
nation." That upsurge, now about to
enter its sixth year, continues withou t
let-up.
In the light of these unprecedented an d
continuing gains, some observers are pos ing questions not heard in almost a
decade.
• Will there be enough plant capacit y
to produce all the goods and service s
buyers will seek?
• Can our employers find the labor the y
will require to man their production
lines?
• Cai: we avoid bottlenecks in major industries or key skills that would ham per our expansion?
• Can we keep destructive price-wage
spiral from getting underway?
• Can we move ahead with the Grea t
Society programs and at the same time
meet our needs for defense?
My confident answer to each of thes e
questions is YES .
...
We face the challenges of prosperit y
while some 200,000 of our fellow citizen s
and billions of dollars of our resource s
are engaged in a bitter defense of freedom in Vietnam . . .
10 Economic Outlook for 196 6
Demand will continue to grow rapidl y
in 1966 and production will respond . The
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vigor of investment spending demonstrates strong business confidence in th e
growing sales, rising profits, and fir m
opei ating rates which spur expansion an d
modernization . The rising defense needs
of the Federal Government are an important new force in the economy . . .
. . . As the midpoint of a $10 billion
range, $722 billion is the projected leve l
of GNP in 1988.

could carry the pace of expansion beyond prudent speed limits.
The Uncertainties
. . If the tax measures I am not : proposing, in conjunction with the moderating influence of monetary policy, do no t
hold total demand within bounds of th e
Nation's productive capacity, I will no t
hesitate to ask for further fiscal restraints
on private spending .

Fiscal and Monetary Policy
The fiscal program I recommend for
1988 aims at full employment without
inflation.
11

I have reviewed every program of Government to make room for the necessities
of defense. I have sharply reduced or
eliminated those civilian programs of lowest priority.
But, as I indicated in my State of the
Union Message, I am unwilling to deClare a moratorium on our progress
toward the Great Society . My budget wil l
add $3.2 billion to our war against poverty, ignorance, and disease. Yet savings
elsewhere will hold the rise in the Administrative Budget — apart from the adde d
costs of Vietnam — to only $800 million.
Moreover, I am asking the Congress to
enact promptly a combination of pro.posals affecting tax payments in the year
ahead :
• a rescheduling of the January 1, 1988
and later excise tax reduction enacted
last June for automobiles and telephone
service;
* a graduated withholding system that
will improve the pay-as-you-go basis
of our personal income taxes without
increasing tax rates or tax liabilities ;
• a corresponding speed-up in payments
of corporate income taxes this year and
next, also without increasing tax rates
or tax liabilities; and
0 a method of paying self-employed Social Security taxes on a current basis,
•••
I will also look to the Federal Reserve
System to provide assistance in promoting the objectives we all share :
• meeting the credit needs of a vigorous
and growing economy, while
0 preventing excessive credit flows that

12 Maintaining Cost-Price Stability to 1966
One of the problems of prosperity w e
face in 1966 is that of achieving stabilit y
of prices and costs at full employment .
The attached Report of the Council of
Economic Advisers contains a thorough
discussion of its guideposts for noninA.dtionary wage and price behavior To
maintain price stability in the expr,ndin g
economy of 1988, it is vitally Important
that labor and industry folly-w these .
guideposts ,
'''
13 International Economic Policies for 1966
...
Decisive progress was made in 196 5
toward reducing our balance of payment s
deficit. Though the results for 1965 ar e
gratifying, we cannot afford to relax . We
have not yet balanced our external accounts.
''. '
14 As we achieve and maintain balance i n
our external accounts, dollars will n o
longer add to international monetary re serves as they have in the past . We
learned long ago that we cannot rely on
gold alone . The free world must look t o
new sources of liquidity — rather than t o
deficits in the U.S. balance of payments
— to support growing international trade
and payments .
15 Urban Problems and Policies
. . . we have been developing a progra m
to rebuild — in cooperation with State
and local governments, private agencies ,
business enterprises and local citizens —
16 the physical, institutional, and social environment of our urban areas .
I am asking the Congress to consider
proposed legislation to carry out thes e
objectives,
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Transportatio n

I am recommending the creation of a
Department of Transportatio n
• to manage the vast Federal promotional programs in highways, waterways, air travel, and maritime affairs ,
and
• to take leadership in the developmen t
of new transportation policies in accor d
with current realities .
20 Perhaps our most serious economic
challenge in 1988 will be to preserve th e
essential stability of costs and price s
which has contributed so significantl y
to our balanced progress .
I do not know what additional burdens
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of defense the American economy will b e
asked to assume in 1988 . Whatever the y
are, they will be met, and they will be
small relative to the growth of our abundance. But in an economy approachin g
full use of its resources, the new requirements of Vietnam make our task of maintaining price stability more difficult.
To insure against the risk of inflationary pressures, I have asked Americans to
pay their taxes on a more nearly current
basis, and to postp .rae a scheduled tax
cut. If it should turn out that additiona l
insurance is needed, then I am convinced
that we should levy higher taxes rather
than accept inflation — which is the most
unjust and capricious form of taxation.

