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SUMMARY OF THE PRESIDENT'S 1955 BUDGET 

A. GENERAL SUMMARY 

U) BUDGET TOTALS 

Table 1 shows actual or estimated budget receipts, expenditures, 
and surplus or deficit for the fiscal years 1950 through 1955, including 
the effect of the recommendations contained in the 1955 budget. In 
addition, the table shows new authority to incur obligations for each 
year and the cumulative unspent ,balances of appropriations at the 
end of each year. ; , I 

For fiscal year 1954 receipts are estimated as $67.6 billion or $3 
billion higher than in fiscal 1953 and expenditures are estimated as 
$70.9 billion or $3.1 billion less than in 1953, resulting in a deficit of 
$3.3 billion for fiscal 1954 compared with $9.4 billion the preceding 
year. Receipts and expenditures for fiscal 1955 are estimated as i 
$62.7 billion and $65.6 billion, and the deficit as $2.9 billion. I 

Certain technical adjustments have been made in the computation i 
of receipts and expenditures, but these changes do not affect the I 

~urplus or deficit. Data for past years have been revised to reflect 
these changes, and consequently the receipts and expenditures shown : 
in the 1955 budget document for years prior to fiscal 1954 will differ . 
from figures previously published. 

New obligational authority includes new appropriations, additions 
to borrowing authority, and certain adjustments to the authority of 
agencies to incur obligations. The lower levels of new obligational 
authority and of accumulated unexpended balances for 1954 and 1955 
lead to less expenditures in these and future years. 

4 



SUl\1MARY OF THE PRESIDENT'S 1955 BUDGET 5 

TABLE I.-Budget totals 

[Fiscal years. In billions] 

- Description 

, 

Receipts: 
Under existing legislation ______ 
Under proposed legislation _____ 

Total receipts __ ~ _________ ~_ 

Expendi tures: 
Under existing legislation ______ 
Under proposed legislation _____ 

Total expenditures __________ 

Surplus (+) or deficit (-) _________ 

New authority to incur obligations ___ 

Cumulative unspent balances of ap-

--

propriations at end of year _______ 

1 Less than $50 million. 
2 Estimated. 

1950 

$36.5 
------
---

36.5 
---

39. 6 
------
---
, 39.6 
---
-3.1 
---

49.3 
---

214. 1 

Actual 

1951 1952 

------

$47. 5 $61. 4 
------ ------
------

47.5 61. 4 
------

44. 0 65. 4 
------ ------
------

44. 0 65. 4 
------
+3.5 -4.0 
------

82. 9 91. 4 
------

250.3 68. 8 

Estimated '! 

I 
1953 1954 1955 

---------

$64. 6 $67.4 $6i.5 
------ .2 1.2 
---------

64. 6 67.6 62. 7 
---------

74. 0 70. 9 64. !S 
------ (1) 1. 1 
---------

74.0 70. 9 65. 6 
---------
-9.4 -3.3 -2.9 
---------

80. 2 60.7 56.3 
---------

78.7 66. 5 54.1 

'), 



6 SUMMARY OF THE PRESIDENT'S 1955 BUDGET 

(2) THE CASH BUDGET 

Budget receipts, expenditures, and the budget surplus or deficit 
reflect transactions of funds which belong to the Federal Government. 
There are many other financial transactions of the Federal Govern
ment which involve funds the Government holds in trust for others, 
such as the social security trust funds. 

By consolidating the trust funds with the budget transactions, and 
by eliminating intragovernmental and certain noncash transactions, 
it is possible to obtain a measure of the flow of money between the 
Federal Government as a whole and the public. Such a consolidation 
is sometimes called the cash budget or the consolidated cash statement. 

Table 2, Cash Budget, shows actual data for fiscal year 1953 and 
estimates for fiscal years 1954 and 1955. Total cash transactions of 
the Government with the public are now estimated to show a small 
cash surplus for the fiscal year 1955. 

TABLE 2.-Cash budget 

RECEIPTS FROM AND PAYMENTS TO THE PUBLIC, EXCLUDING BORROWING 

[Fiscal years. In millions] 

Estimated 
Actual 

1953 
1954 1955 

Cash receipts from the public ____________________ $71, 282 $74, 932 $70,842 
Cash payments to the public ____________ __ ______ 76,554 75, 166 70,727 

Excess of cash receipts ____________________ -------- -------- 115 
Excess of cash payments __________________ 5,272 234 --------

I 
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B. PROPOSED LEGISLATION 

(1) TAX PROPOSALS 

The Budget l\1essage recomluended conlplete revision of our present 
tax system and included 25 specific recommendations covering major 
points. The l\1essage also included recomnlendations that (a) "the 
reduction in the general corporate income tax rate be deferred for 
another year" and (b) "the excise taxes scheduled to be redticed 'on 
April 1, including those on liquor, tobacco, automobiles, and gasoline, 
be continued at present rates; and that any adjustments in the other 
excise taxes be such as to maintain the total yield which we are now 
receiving fronl this source." 

The estimated effect of these legislative proposals upon net budget 
receipts in fiscal 1955 is as follows: 

Effect on 1955 
Proposal receipts (billions) 

1. General tax revision__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - $1. 3 
2. Extension of present rates: 

(a) Corporation income tax_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ + 1.3 
(b) Excises ___________ ______ ___________ __ ._ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ + 1. 2 

To tal _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ + 1. 2 

The 25 recommendations for revision are quoted below. 
1. Children earning over 600 dollars.-At present, parents cannot claim as a 

dependent any child who earns over 600 dollars a year. This discourages children 
in school or college from earning as much as they can to help in their support. I 
recommend that a parent should be permitted to continue to claim a child as a 
dependent regardless of the child's earnings if he is under 18 or away from home 
at school, as long as he is in fact still supported by the parent. Snch dependents 
should, of course, continue to pay their own income tax on earnings above 600 
dollars. 

2. Heads of families.-At present, a widow or widower with dependent children 
is denied the full benefit of income-splitting available to married couples. It 
seems unfair to tax the income of a surviving parent with dependent children at 
higher rates than were applied to the family income before the death of one of 
the partners in a marriage. I recommend that widows and \vidowers with de
pendent children be allowed to split their income as is now done by married 
couples. 

This same tax treatment should be authorized for single people supporting de
pendent parents. Furthermore, the present requirement that dependent parents 
must live with their children for the children to qualify for this tax treatment 
should be removed. It is often best for elderly people to be able to live in their 
own homes, and the tax laws should not put a penalty on family arrangements of 
this sort. 

3. Foster children as dependents.-At present, foster children and children in 
process of adoption may not be claimed as dependents. I recommend that such 
children be allowed as dependents. 

4. Expenses of child care.-Some tax allowance can properly be given for actual 
costs of providing care for the small children of widows or widowers who have to 
work outside the home. The same tax privilege should be given to ·working 
mothers who, because their husbands are incapacitated, provide the principal 
support of their families. 

5. llJedical expenses.-The present tax allowances for unusual medical expenses 
are too limited to cover the many tragic emergencies which occur in too many 
families. I recommend that a tax allowance be given for medical expenses in 
excess of 3 percent of income instead of 5 percent as at present. I recommend 
further that the present ceiling of 1,250 dollars for a single person with a maximum 
ceiling of 5,000 dollars for a family should be doubled so that the maximum for a 
family will be 10,000 dollars. However, to avoid abuses in medical deductions, 
.I recommend that the definition of medical expenses be tightened to exclude both 
ordinary household snpplies and. certain indirect travel expenses. 
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6. Med£cal insurance and sick benefits for employees.-Insurance and other Planj' 
adopted by employers to protect their employees against the risks of sicknes [ 
should be encouraged by removing the precent uncertainties in the tax law. 1 -
should be made clear that t.he employer's share of the costs of providing sucI¥ 
protection on a group basis will not be treated as income on which t.he employe~ 
is liable. for tax. This principle should be applied to medical and hospital insur-l 
ance as well as to a full or partial continuation of earnings during a sicknessh 

There should be no t.ax discrimination between plans insured with an outsidd1 
i.nsurance company and those financed directly by the employer. At presentr, 
payments received by a person while sick are entirely nontaxable if made under ad) 
insured plan. This makes it possible for a person subject to high t.ax rates to hav ~ 
a much larger net income while on sick leave than while at work. To preven 1 

abuses, I recommend that a limit of 100 dollars a week be placed on tax-fre 1 

benefits, but this exemption should be extended only to plans meeting certai 
general standards. . 

7. Pension and profit-sharing plans for em7j7oyees.-The conditions for qualifica I 
tion for special tax treatment of emplo?ers' pension plans are too involved. Suc 
plans are desirable. I recommend that the rules be simplified and t.hat greate I 
discretion be given in establishing: plans for different groups of employees, so 10nJI 
as there is no cl.iscrimination in favor of kev executives or stockholders. : 

Under presnnt law, the value of a future 'pension to a surviving widow or chil 
of an employee is included in the husband's taxable estate, even though thE:' 
survivors mav not live to receive the full benefits and there may be no cash availJ, 
able t.o pay the tax. I recommend that such value should not be included in aq 
estate but that the survivors continue to pay tax on the pension in the same mannel 
that it was taxed to the person first receiving it. \ 

At the same time, to avoid unfair competition with ordinary taxpaying busi-~ 
nesses, I recommend that pension trusts be restricted in the same manner as tax
exempt foundations. They should also be subject to rules in regard to percentag~ 
distribu!,ion of their assets comparable to those applying to regulated investmen~ 
compames. f 

8. Taxation of annnities.-Under the present tax law, a person buying a~ 
annuity is taxed on a relativelv large part of each payment until his cost is full, 
recovered, at which time the full amount becomes taxable. The tax rule is s 
strict that often a person is not likely to get his capital back tax free unless he live~ 
beyond his life expectancy. I recommend that the tax treatment. of annuities b~ 
determined on the basis of the life expectancy of the person receiving it. This wit 
permit t.he hundreds of thousands of people who buy annuities to recover thei I 
capital free of tax over their life expectancies and will avoid any change in the taXi 
status of an annuity during a person's lifetime. I 

9. Double taxation ()f dividends.-At present, business income is taxed t.o both! 
the corporation as it is earned and to the millions of stockholders as it is paid out 
in dividends. This double taxation is bad from two standpoints. It is unfair 
and it discourages investment. I recommend that a start be made in the removal 
of this double taxation by allowing stockholders a credit against their own income 
taxes as a partial offset for the corporate tax previously paid. This 'will promote 
investment which in turn means business expansion and more production and jobs 

Specifically, I recommend that the credit be allowed on an increasing: scale over 
the next 3 years. For this year, I recommend that a credit of 5 percent be allowed; 
for 195.5, a credit of 10 percent; and, in 1956 ancl.later years, 15 percent. To avoid 
shifts in the payment dates of corporation dividends, these credits should apply to 
dividends received after July 31 of each year. To give the full benefit immediately 
to small stockholders, I recommend that the first 50 dollars of dividends be com
.pletely exempted from tax in 1954 and that the first 100 dollars be exempted in 
1955 and later years. 

10. Estimated ret'l.l.rns.-The burden on those required t.o file estimated tax 
returns should be reduced by increasing the number of optional ways in which an 
individual can estimate his tax without being subject to penalty for an underest.i
mate. T recommend also that the penalt.ies resulting from underest.imates be 
simplified by being Rtated as a 6-perccnt int.erest. charge on deficieneies. 

11. FiZ'ing date.-To reduce the burdens of preparing and filing retnrn:::> in t.he 
early months of the year, I recommend that the March 15 filing date for individuals 
be changed to April 15. . 

In the taxation of businet>R the same objectives of fairness, simplicity, and re
duction of tax barriers to production and normal economic growth are import-ant. 
The present tax law should be revised on the basis of these stancl.ards. 
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Particular attention should be given in the revision of the law to the problems 
of small and growing business concerns. I cannot emphasize too strongly the 
social and economic importance of an environment which will encourage the for
mation, growth, and continued independent existence of new companies. 

12. Depreciation.-A liberalization of the tax treatment of depreciation would 
have far-reaching effects on all business and be especially helpful in the expansion 
of small business whether conducted as individual proprietorships, partnerships, or 
corporations. At present, buildings, equipment, and machinery are usually 
written off uniformly over their estimated useful lives. The deductions allowed, 
especially in the early years, are often below the actual depreciation. This dis
courages long-range investment on which the risks cannot be clearly foreseen. 
It discourages the early replacement of old equipment with llew and improved 
equipment. And it makes it more difficult to secure financing for capital invest
ment, particularly for small business organizations. 

I recommend that the tax treatment of depreciation be substantially changed 
to reduce these restrictions on new investment, which provides a basis for economic 
growth, inoceased production, and improved standards of living. It will help the 
manufacturer in buying new machinery and the storekeeper in expanding and 
modernizing his establishment. It will help the farmer get new equipment. All 
of this means many more jobs. 

Specifically, I recommend that business be allowed more freedom in using 
straight-line depreciation and in selecting other methods of depreciation. Larger 
depreciation charges should be allowed in the early years of life of property by the 
use of the declining-balance method of depreciation at rates double those per
mitted under the straight-line method. Other methods which give larger depre
ciation in early years should be accepted, so long as they do not produce deductions 
which exceed those available under the declining-balance method. 

The new methods of depreciatbn should be allowed for all investments in 
buildings, equipment, and machinery made after January 1, 1954. This would 
include farm buildings and equipment and new construction of commercial and 
industrial buildings and rental housing. 

Faster depreciation, it should be noted, will merely shift the tax deductions. 
from later to earlier years. It will not increase total deductions. The c11ange 
should, in fact, increase Government revenues over the years because 0f the 
stimulation which it will give to enterprise and expansion. 

In addition to the tax treatment of depreciation, which is important for all 
businesb, there are other features of the tax law which are of special importance 
to small business. 

13. Research and development expenses.-At present, companies are often not 
permitted to deduct currently for research or development expenses. This rule 
is especially burdensome to small concerns because large companies with estab
lished research laboratories can usually get immediate deductions. I recom
mend that all companies be given an option to capitalize or to write off currently 
their expenses arising from research and development w·)l'k. Our tradition of 
initiative and rapid technical improvements must not be hampered by adverse 
tax rules. 

14. Accumulation of earnings.-At present, the penalty tax on excessive ac
cumulations of corporate earnings operates to discourage the growth of small 
companies which are peculiarly dependent on retained earnings for expansion. 
The tax in some form is necessary to prevent avoidance of individual taxes by 
stockholders, but I recommend that the law be changed to make the Government 
assume the burden of proof that a retention of earnings is unreasonable. 

15. Taxation of partnership8.-The tax law applicable to partnerships is com
plex and uncertain. I recommend that it be simplified and made definite. It 
should be possible to form partnerships and make changes in them without undue 
tax complications. 

16. Optional tax treatment for certain corporations and partnerships.-Small 
businesses should be able to operate under whatever form of organization is desir
able for their particular circumstances; without incurring unnecessary tax penal
ties. To secure this result, I recommend that corporations with a small number 
of active stockholders be given the option to be taxed as partnerships and that 
certain partnerships be gi ven the option to be taxed as corporations. 

17. Corporate reorganization8.-The tax law applicable to reorganizations and 
recapitalizations of corporatiom is also complex and uncertain. This part of the 
law should be simplified and made sufficiently definite to permit people to know 
in advance the tax consequences of their actions. 
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The owners of small corporations frequently find it necessary to rearrange their 
interests in a corporation in anticipation of estate taxes, to secure new capital, or 
to make stock available for a new management group. I recommend that the 
tax law permit tax-free rearrangements of stockholders' interests in corporations, 
so long as no corporate earnings are withdrawn. Such changes will remove some 
of the tax pressures which force the sale of independent companies to larger corpo
rations. At the same time, the law should be tightened to prevent abuses by 
which corporate earnings are withdrawn through the issuance and redemption of 
corporate securities. It should also be amended to a void abuses through the 
purchase of corporations to acquire tneir rights to loss carryovers. 

18. Loss carryback.-At present, losses may be carried back and offset against 
prior earnings for 1 year and carried forward to be offset against future earnings 
for 5 years. I recommend that the carryback be extended to 2 years. This will 
benefit established companies which become distressed. The 5-year carryforward 
should be continued to permit new businesses to offset their early losses against 
later profits. 

19. Soil conservation expenses.-At present, only limited and uncertain tax 
deductions are allowed for soil conservation expenses on farms. I recommend 
that such deductions be allowed up to 25 percent of the farmer's gross income. 

20. Accounting definitions.-Tax accounting should be brought more nearly in 
line with accepted business accounting by allowing prepaid income to be taxed 
as it is earned rather than as it is received, and by allowing reserves to be estab
lished for known future expenses. 

21. Multiple surtax exemptions, consolidated returns, and intercorporate divi
dends.-I recommend that the lavl be tightened to remove abuses from the use 
of multiple corporations in a single enterprise. I also recommend that the 
penalty tax on consolidated returns and intercorporate dividends be removed I 

over a 3-year period. 
22. Business income from foreign sources.-I recommend that the taxation of 

income from foreign business investments be modified in several respects. The 
investment climate and business environment abroad are much more important 

. than our own tax laws in influencing the international flow of capital and business. 
Nonetheless, our capital and management know-how can be helpful in furthering 
economic development in other countries, and is desired by many of them. Our I 

tax laws should contain no penalties against United States investment abroad, 
and within reasonable limits should encourage private investment which should 
supplant Government economic aid. 

Specifically, I recommend the following new provisions in our taxation of 
business income from foreign sources: 

(a) Business income from foreign subsidiaries or from segregated foreign 
branches which operate and elect to be taxed as subsidiaries should be taxed at a 
rate 14 percentage points lower than the regular corporate rate. This 10'wer rate 
of tax should apply only to earnings after January 1, 1954. 

(b) The present definition of foreign taxes which may be credited against the 
United States income tax should be broadened to include any tax other than an 
income tax which is the principal form of taxation on business in a country, 
except turnover, general sales or excise taxes, and social-security taxes. This 
country, by its tax laws, should not bring indirect pressure on other count.ries to 
adapt their tax systems and rates to ours. 

er) The overall limitation on foreign tax credits should be removed. This 
limit.ation discourages companies operating profitably in one foreign country from 
starting business in another foreign country wh.ere operationR at a loss may be 
expected in t he first few years. 

(d) Regulated investment companies concentrating on foreign investments 
should be permitted to pass on to their stockholders the credit for foreign t,axes 
which would be available on direct individual investments 

23. Payment dates of COl poration income tax.- Over the past senral years, 
corporation income-tax payments have been gradually shifted forwarrl into the 
first two of the regular quarterly dates. By 1955, t.he ent,ire tax will be due in t,,·o 
equal installment.s in March and June. 

The irregularity of tax receipts increases the problems in managing the public 
(lebt and is an un <;ettling influence in the mone~T markets. The irregularity of i.ax 
paymentR also may make it harder for corporations t.o manage t.heir mYll financing. 

1 recommend that, beginning in the fall of 1955, a start be made in smoothing 
ont corporation in come-tax paymentR by requiring arh'anee payments in Septem
ber anel December before the end of the taxable year. Each or thc<;e payments 
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should be made at 5 percent of the amount due for thc entire ycar ill 1955, risi ng 
to 25 percent each in 1959 and later years. 

These adyance payments will require estimates of income for the ycar somewhat 
comparable to those no\," required of indiYiduals. Though estimates of profits 
are difficult to make accurately, no payments ,,·m be required before thc middle 
of the ninth month of a business '-ear. 

24. Admin£strative provisions.-=-The administratiye features of the tax law:; 
are unnecessarily complex. Different provisions haye been adopted over the 
years to deal "itb particular problems, with little regard t.o consistcncy. E'pccifi
cally, I recommend that the parts of the law covering assessments, collections, 
interest. and penalties, the statute of Imitations, and other administratiye pro
Yision~ be simplified and brought together in one place. This will result in 
sa,-ings to both taxpaSTcrs and t.he Goyernment. 

An eifecti,-e and fair administration of the t.ax laws is vital to every individual 
in the country. The Internal Reyenue Service has been reYitalized during 
the past year and is being organized and managed on a basis that will assure 
fair and equal treatment to all taxpayers, maximum realization of taxes from 
revenue laws, and the contribution by each taxpayer of the share of the cost of 
Goyernment that Congress intends that he should make. 

The regulations and administration of the tax laws are being tightened to 
preyent abuses by which a small minority of taxpayers avoid their fair share of 
taxes by misuse of expense accounts and other improper practices. 

25. General simplijicai£on of tax laws and other revisions.-The revision of the 
tax laws should be comprehensive. Many unnecessary complications have 
deyeloped over the years. The entire Internal Revenue Code needs rewriting and 
reorganization. 

Jointly, the Treasury Department and the staff of the congressional committees 
have deyeloped many recommendations for changes other than those which I 
haye described here. Some of these relate to the estate and gift tax, and the 
administrative provisions of the excise taxes. 

(2) OTHER LEGISLATIVE RECOMMENDATIONS 

In table 3 other proposals which affect budget expenditures or 
new obligational authority in fiscal 1955 are summarized; and proposals 
affecting trust funds are indicated in table 4. 

The President renewed his request to the Congress to raise the 
debt limit. 
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TABLE 3.-Summary of other legislative proposals 

[Fiscal year. In millions] 

Function and program 

EXTEN'SION OF PRESENT MAJOR PROGRAMS 

National security: 
Military public works, Department of Defense ______ _ 
Mutual military program _________________________ _ 

International affairs and finance: 
Mutual economic and technical cooperation _________ _ 
Surplus agricultural commodities disposaL __________ _ 
Contributions to voluntary international programs ___ _ 

Agriculture and agricultural resources: Increase in borrow-
ing authority of the Commodity Credit Corporation ____ _ 

Transportation and communication: 
Federal-aid highway program _____________________ _ 
Forest highways ____ - - ___________________________ _ 

Subtotal, extension of present major programs _____ _ 

NEW LEGISLATIVE PROGRAM 

Social security, welfare, and health: 
Grants to States for public assistance _________ :. ____ _ 
Expansion of grants for hospital construction _______ _ 
Program to stimulate wider coverage and greater bene-

fits from private health insurance ________________ _ 
Expansion of vocational rehabilitation services for the 

disabled ______________________________________ _ 
Creation of a National Commission for Health Im-provement ____________________________________ _ 

Housing and community development: Advance planning 
of local public works _______________________________ _ 

Education and general research: 
Program to strengthen the Office of Education ______ _ 
National Conference on Education _________________ _ 

Agriculture and agricultural resources: Cooperation with 
State and local agencies on watershed protection _______ _ 

Natural resources: 
Aid for non-Federal development of water resources __ 
Federal projects _________________________________ _ 

Transportation and communication: 
St. Lawrence seaway ____________________________ _ 
Proposed postal rate increases (increased revenues) __ _ 

Labor and manpower: Expansion of unemployment com-
pensation coverage: Administrative costs _____________ _ 

General government: 
Unemployment compensation for Federal employees __ 
Increase in Federal payment to the District of Colum-bia ___________________________________________ _ 
District of Columbia public works prograrn _________ _ 

Su btotal, new legislative program ________________ _ 

Total legislative proposals ______________________ _ 

1955 

Recommended E . 
new obliga- stunated 

tional expendi-
authority tures 

$1,108.0 $100.0 
2, 500. 0 700. 0 

875.0 300. 0 
300.0 --------
135.0 70. 0 

1,750.0 --------

575.0 --------
22. 5 --------

7, 265. 5 1,170.0 
1====11=== 

108.0 108.0 
62. 6 5. 6 

26. 2 1. 1 

8. 8 7. 8 

.3 .3 

(1) 3. 0 

.3 .3 
(2) 2.3 

3.0 2. 4 

10. 0 10. 0 
.5 .4 

105.0 5. 8 
-240.0 -240.0 

22.1 22. 0 

25. 0 25. 0 

10.0 10.0 
7.0 5. 0 

1----------1--------
148. 8 -33.0 

1=========1======= 
7,414.3 1, 137. 0 

1 New obligational authority recommended for fis'cal 1954 of $10.0 million. 
2 New obligational authority recommended for fiscal 1954 of $2.0 million, and 

expcnditures in fiscal 1954 of $1.5 million. 
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TABLE 4.-Proposed legislation affecting trust funds 

[Fiscal year. In millions} 

Function and program 

Social security, welfare, and health: Expansion and improvement of 
old-age and survivors' insurance: 

Additional receipts ________________________ - ___ - ____________ _ 
Additional disbursements ____________________________________ _ 

Net accumulation in reserve _______________________________ _ 

Labor and manpower: Extension of coverage of unemployment insur
ance: 

Additional deposits by States ________________________________ _ 
Additional withdrawals by States ____________________________ _ 

13 

1955 
estimated 

$100. 0 
40S.0 

-30S.0 

145. 0 
60. 0 

Net accumulation in reserve________________________________ S5.0 
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C. RECEIPTS, EXPENDITURES, AND NEW OBLIGATIONAL AUTHORIT1' 

(1) BUDGET RECEIPTS 

The estimates of budget receipts for the fiscal year 1955 in table ~ 
are in accordance with the recommendations for taxes, and are base9 
upon the continuation of business conditions, personal income, an~ 
corporation profits at substantially the present high levels. ' 

Budget receipts under existing legislation are estimated as $67 ,43~ l 
million for fiscal year 1954 and $61,470 million for fiscal 1955. It i~ 
estimated that the proposed legislation will result in an increase i~. 
budget receipts of $189 million in fiscal 1954 and an increase of $1,17) 
million in fiscal 1955. ~'I 

In addition to the tax proposals the Budget Message include l 
recommendations for legislation which would affect amounts collecte : 
as employment taxes. The recommended expansion and improvemen ~ 
of old-age and survivors insurance (table 3) is expected to result i~! 
additional collections of $100 million under the Federal Insuranc~, 
Contributions Act. Since the appropriation to the Federal old-ag~! 
and survivors insurance trust fund is deducted from total receipts ill: 
determining .net budget receipts this recomme~dation does not affec~i 
budget receIpts. The recommended expanSIOn of unemployment; 
compensation coverage (table 3) will result in additional revenueE~ 
which more than offset the administrative costs resulting from sucli 
extension. The effect on budget receipts is $16 million. !' 

Under present law certain excise tax rates are reduced ou April 1;, 
1954, and this change would necessitate the payment of some floo~:1 
stock refunds in fiscal 1955. The proposed extension of the presen~ 
excise rates would eliminate these refund payments. I 

The appropriation to the railroad retirement trust fund equal ta 
the taxes under the Railroad Retirement Tax Act has been exclude~ 
from the totals of budget expenditures and deducted from the total 
of budget receipts. This does not affect the budget surplus or deficit,1 
and has been applied to the fisures for all the years shown in this 
budget so that they are on a comparable basis. I 

! 
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16 SUMMARY OF THE PRESIDENT'S 1955 BUDGET I, 

(a) Net and gross 
(2) BUDGET EXPENDITURES I'" 

The budget expenditure totals in the past have understated thf 
scope of the Government's activities in that they included only th~ ' 
net basis of the spending by a number of enterprises which are engageq 
in business-type operations with the public. f 

These public enterprise activities are car!ied on through "revol~ing. 
funds." In the summary tables of prevIOUS budgets, the recelpte:' 
of such funds were subtracted from expenditures and only the differ1 
ence was reported as a budget expenditure. In this budget variou~ 
tables show both gross and net expenditures. In table 6 of thiJ 
pamphlet the net expenditures are shown by major programs and i1 
table 7 the gross expenditures by major programs) so that the gros 
and net expenditures can be compared. 

In table 8 net expenditures by agency are shown. !i 

TABLE 6.-Net expenditures by major program Ii 
[Fiscal years. In millions] I, 

Major program I Aetual 
1953 

Estimate~ 
I 

1954 1955 

I 
National security _______________________________ $50, 274 $48,720 $44,86q. 
Veterans services and benefits____________________ 4,298 4,160 4, 19~ 
International affairs and finance__________________ 2,216 1,779 1. 25q 
Social security, welfare, and health_______________ 1,910 1,947 1, 80~ 
Housing and community developmenL___________ 549 57 -2771 
Education and general research_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 277 278 22~ 

Agriculture and agricultural resources_____________ 2,936 2,654 2,361 
Natural resources __ ____________________________ 1,358 1,172 1,10 
Transportation and communication____ _ _ _ _ _ _ _ _ _ _ _ 2, 077 1, 856 1,41 
Finance, commerce, and industry_________________ 76 164 16Z 
Labor and manpoweL__________________________ 281 265 2811 
General government____________________________ 1,439 1,175 1,1601 
Interest_______________________________________ 6,583 6,600 6,875: 
Reserve for contingencies __ ,______________________ ________ 75 1501 
Adjustment to daily Treasury statement basis_____ -292 ________________ \ 

TotaL _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 73, 982 70, 902 65,570\ 



SUl\I1l\1ARY OF THE PRESIDENT'S 1955 BUDGET 

TABLE 7.-Gross expendit'ureS by major program 

[Fiscal years. In millions) 

17 

Estimated 
Major program Actual 

1953 
1954 1955 

National security _______________________________ $50,274 $48, 721 $44;860 
Veterans services and benefits ____________________ 4,327 4, 190 4,223 
International affairs and finance _________________ 2, 656 2,249 1,885 
Social security, 'welfare, and health ____________ :.. __ 1,910 1,947 1,807 
Housing and community development ____________ 2,118 2, 357 1,903 
Education and general research _______________ , __ -_ 277 278 223 
Agriculture and agricultural resources _____________ 6,448 8,087 6, 752 
Natural resources _______________________________ 1,499 1,349 1, 337 
Transportation and comm unica tion _______________ 4,474 4,446 4,277 
Finance, commerce, and industry ________________ 1,205 1, 151 917 
Labor and manpower ___________________________ 284 267 282 
General governmenL ___________________________ 1,444 1,178 1, 164 Interest _______________________________________ 6,583 6, 600 6,875 
Reserve for contingencies ________________________ -------- 75 150 

Total budget expenditures _________________ 83,499 82,895 76, 655 
Adjustment to daily Treasury statement _______ ..:.:._ -292 -------- --------
Deduct applicable receipts _______________________ 9,225 11,993 11,085 

Net budget expenditures ___________________ 73, 982 70,902 65, 570 

" 
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TABLE 8.-Net expenditures by agency 

(Fiscal years. In millions] 

Estimated 
Agency Actual 

1953 
1954 1955 

Legislative branch ______________________________ $61 $63 $66 
The Judiciary __________________________________ 27 29 30 
Executive Office of the PresidenL ________________ 9 10 9 
Funds appropriated to the PresidenL _____________ 1,828 1, 702 1,380 
Independent offices: 

Atomic Energy Commission _________________ 1,791 2, 200 2, 425 
Veterans' Administration ____________________ 4,334 4,190 4, 165 Other _____________________________________ 830 520 478 

General Services Administration _________________ 1,107 936 751 
Housing and Home Finance Agency ______________ 385 -103 -385 
Department of Agriculture ______________________ 3, 217 2,945 2, 497 
Department of Commerce _______________________ I, 063 1, 080 979 
Department of Defense: 

Military functions __________________________ 43,610 41, 550 37, 575 
Mutual military program ____________________ 3, 954 4,200 4, 275 
Civil functions _____________________________ 813 617 540 

Department of Health, Education, and We]fare ____ 1,920 1,949 1,787 
Department of the Interior ______________________ 587 549 528 
Department of Justice __________________________ 171 184 176 
Department of Labor ___________ ~ _______________ 300 299 361 
Post Office Department (general fund) ____________ 659 440 89 
Department of State ____________________________ 271 159 214 
Treasury Department ___________________________ 7, 325 7, 292 7, 445 
District of Columbia (Federal contribution) _______ 12 16 35 
Reserve for contingencies ________________________ -------- 75 150 
Adj ustment to daily Treasury statement- _________ -292 -------- --------

Total ___________________________________ 73,982 70, 902 65, 570 

(b) Controllability of expenditures 
Budget expenditures for certain Government activities are, by law, 

relatively nondiscretionary, and depend largely on factors outside 
the annual budgetary process. While relatively few in number these 
represent a large amount of dollars and the budget each year has to 
provide funds for them. Table 9 shows that budget expenditures for 
the national security program and for those items which are relatively 
fixed under provisions of existing and proposed legislation amount to 
an estimated $59 billion in the fiscal year 1955, 90 percent of all budget I 
expenditures. The remaining "all other," $6.6 billion, or 10 percent I 
of the total, include some items related to the first two categories. I 

The record of budget expenditures since the outbreak of aggression : 
in Korea in June 1950 shows considerable variation in the relative 
changes from year to year in the three major categories shown. 
While expenditures for national security have risen mal'kedly and 
those for uncontrollable major programs have fluctuated within rather 
narrow limits, Government spending in all other categories has been 
steadily declining. 
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TABLE 9.-Analysis indicating controllability of net budget expenditures 

[Fiscal years. In millions] 

Estimated 
Description Actual 

1953 
1954 1955 

National security program _______________________ $50,274 $48,720 $44,860 

Relatively uncontrollable major programs under 
existing and proposed legislation: 

Legislative and the judiciary _________________ 88 
Interest on the public debt and refunds_______ 6,583 
Claims and judgments______________________ 129 
Veterans' compensation, pension, and benefit 

programs_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 3, 383 
Payments to employees' retirement funds _ _ _ _ _ 324 
Payment to Railroad Retirement Fund for 

military service credits____________________ 33 
Grants to States for public assistance_________ 1,330 
Grants to States for unemployment compensa

tion and employmeut service administratiou_ 
Veterans unemployment compensatiou _______ _ 
Unemployment compensation for Federal em-

202 
26 

92 
6, 600 

148 

3, 232 
34 

35 
1, 389 

190 
40 

ployees ________________________________________________ _ 
Federal-aid highway grants__________________ 509 541 
Conservation of agricultural land resources_ _ _ _ 273 225 
Removal of surplus agricultural commodities_ _ 82 205 
Agriculture price support____________________ 1,943 1,404 

TotaL _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 14, 905 14, 135 

All other ______________________________________ 8,803 8,047 

Net budget expenditures __________________ 73,982 70,902 

NET BUDGET EXPENDITURES 

[Fiscal years. In billions] 

96 
6,875 

135 

3,244 
32 

1,293 

205 
61 

25 
555 
196 
233 

1,165 

14, 11.5 

6, 595 

65,570 

Actual Estimated 
Description 

1950 1951 1952 1953 1954 1955 

---------
NationaJ' security program _________ 
Relatively uncontrollable major 

$13.0 $22. 3 $43. 8 $50. 3 $48. 7 $44. 9 

programs ______________________ 15.6 12. 1 12. 3 14.9 14.1 14. 1 
AllotheL ________________________ 11. 0 9.6 9.3 8.8 8. 1 6.6 

------------------
Total ______________________ 39. 6 44. 0 65. 4 74. 0 70. 9 65.6 
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I 
I 

(3) NEW OBLIGATIONAL AUTHORiTY 'I 
New obligational authority represents the total of all new authori71 

zations enacted by the Congress permitting Government agencies tq I 
incur financial obligations. In addition to new appropriations, it 
includes mainly autho.riz~tions to enter i!lto. contracts prior to t~1i 
-enactment of apprOprIatIOns, and authOrIZatIOns to make expendl- I 
tures from borrowed money. ' - " fl 

The estimate of total appropriations and other. authorizations fo~ : 
the fiscal year 1954 and, likewise, the total of recommendations fo~ : 
new obligational authority for the fiscal year 1955 are less than esti~ 
mated budget expenditures and also less than estimated budget rej-I 
ceipts for the corresponding years. : 
, . The following table shows that the new obligational authority rec 
ommended for the fiscal year 1955 is $56.3 billion. This is $35.1 bi! I 
lion less than the highest post-Korean amount of $91.4 billion enacteq 
for the fiscal year 1952. It is $15.5 billion less t~an the amount rec{ 
ommended to Congress for the fiscal year 1954, In the budget docu,' 
ment dated January 9, 1953, and $4.4 billion less than the currently, 
revised estimate for the fiscal year 1954. I 

This grouping of the budget proposals by agencies as contrasted 
with grouping by major program is believed to be the presentation 
most useful to those persons interested in following the progress of th€1 
budget proposals in the Congress. 1 

i 

~ 
TABLE 10.-New obligational authority by agency 

[Fiscal years. In millions] 

I 

Actual Estimated Recom-

I 

Agency 1953 1954 mended 
1955 

Legislative branch ______________________________ $76 $83 $6~ 
The JUdiciary ____ __________________________ ~ _ ~ _ 28 29 30 
Executive Office of the President _____ ____________ 9 9 9[ 
Funds appropriated to the President ______ ..: _______ 1, 908 932 1,185\ 
Independent offices: 

Atomic Energy Commission ___ _____ _________ 4,079 1, 042 1,366i 
Veterans ' Administration ____________________ 4, 191 4,273 3, 89~1 Other __ ___ ____ ____ ________________________ 1,050 665 592, 

General Services Administration ______ ___ .., _______ 317 163 1551 
H ousing and Home Finance Agency ______________ 1,357 454 85 
Dppartment of Agriculture _____ ________ _________ I, 510 2,499 2, 935! 
Department of Commerce _______________________ 911 982 9731 
Depart men t of Defense : 

30,993
1 Military functions _______________ ~ __ ~ _______ 48. 776 34,495 

Mut ual military program _____ :... _____ ~ __ ___ __ 4, 236 3,800 2,500 
Civil functions ___ ___ ____ ___ __ _____ ___ __ __ __ 598 505 580 

D epartment of H ealth, Education, and Welfare ___ _ 1, 934 1, 863 1,806 
D epart ment of Int erior ___ ____ ___ ______ __ __ ___ __ 590 499 488 
Depart m ent of .Justice ___ _____ ___ ___ ____ _______ _ 173 179 178 
Department of Labor ____ ____ ____ ________ ____ ___ 295 299 388 
Post Office D epar t ment (general fund) _____ __ _____ 660 439 89 
Department of State _________ __ __ ______ ____ ___ __ 241 142 269 
Treasury Department ________________ ___________ 7, 279 7, 250 7,471 
DistIict of Columbia (general fund) _________ ___ __ 18 16 31 
Reserve for contingencies ______ ______ _________ ___ ------ - - 100 200 

Total ________ ___________________________ 80,236 60,718 56,283 
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ApPENDIX TABLE I.-.!II ajar trust funds 

[Fiscal years. In millions) 

Estimated 
Description Actual 

1953 
1954 1955 1 

Federal old-age and survivors trust fund: 
Receipts: 

Appropriation from general receipts _____ _ 
Deposits by States ____________________ _ 

$4,086 $4, 600 $5,469 
44 100 13.5 

Interest and otheL ____________________ _ 387 442 477 
Payments of benefits and administrative 

expenses~ ______________________________ _ 2, 748 3, 368 4.217 

Net accumulation during year __________ _ 1, 769 1, 774 1, 86~ 

Balance in fund at close of yeaL ________ _ 18. 364 20. 138 22,002 
1=======1======1====== 

Fnemployment trust fund: 
Receiots: 

Deposits by States and railroad unem-
ploy men t taxes _____________________ _ 1, 391 1, 344 1,474 

IllteresL _____________________________ _ 203 222 216 
PaYl:nents: "Wit.hdrawals by States and other 

expenditures __________________________ _ 1,004 1,095 1,255 

Ret accumulation during year ____________ _ 590 471 435 

Balance in fund at close of yeaL ________ ~ __ 9, 244 9, 715 10, 150 

Railroad retirement fund: 
Receipts: 

Appropriations from general receipts _____ _ 658 675 640 
Interest ____ . __________________________ _ 89 98 105 

Payment of benefits, salaries and expenses ____ _ 465. 490 513 

Net accumulation during year ____________ _ 282 283 232 

Balance in fund at close of yeaL __________ _ 3,183 3,466 3,698 

Federal employees' retirement,funds: 
Receipts; 

Employee contribution _________________ _ 
Transfers 1 rom budget accounts and other_ 

425 427 427 
321 31 30 Interest ______________________________ _ 215 227 236 

Payment of annuities, refunds, and expenses __ _ 363 421 448 

Net accumulation during year ____________ _ 598 264 245 
1=======1======1====== 

Balance in fund at close of year ___________ _ 5, 652 5,916 6,161 
1=======1======1====== 

Veteram' life insurance funds: 
Receipts: 

Transfers. from general and special ac-
counts~ ____________________________ _ 84 75 36 

Interest on investnients ________________ _ 200 208 208 
Premiums and other receipts ____________ _ 427 522 485 

Pavments: 
. Dividends to policyholders _____________ _ 

Benefits and ,JtheL ____________________ _ 
190 297 217 
470 533 524 

Net accumulation during year ________ _ 51 -25 -12 
1=======1======1====== 

Balance in fimds at close of yeaL ____ ,_ 6. 613 6, 588 6, 576 

1 Includes proposed legislation. 
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ApPENDIX TABLE H.-Cash budget 

RECEIPTS FROM AND PAYMENTS TO THE PUBLIC 

[Fiscal years. In millions] 

RECEJPTS FROM THE PUBLIC 

Individual income taxes _________________________ $32,478 
Corporation income and excess profits taxes _ _ _ _ _ _ _ 21, 595 
Excise taxes _____ __________________________ ~ _ _ _ 9, 943 
Employment taxes __ __________________________ 4,998 
Estate and gift taxes___________________________ 891 
Customs______ ____ __ __ __ ______________________ 613 
Internal revenue not otherwise classified_ _ _ _ _ _ _ _ _ _ 49 
Deposits by States, unemployment imurance______ 1,371 
Veterans life insurance premiums____ _____________ 428 
Other budget and trust fund receipts _ _ _ _ _ _ _ _ _ _ _ _ _ 2, 037 
Refunds of budget receipts (-) __________________ -3,120 

Total receipts from the public _ _ _ _ _ _ _ _ _ _ _ _ _ 71, 283 

PAYMENTS TO THE PUBL1C 

National security ____ __ __ _ _ __ __ _ _ __ _ _ _ _ _ _ __ _ _ __ _ 50, 423 
Veterans services and benefits_____ _______________ 4,883 
International affairs and finance__________ ________ 2,177 
~ocial security, welfare, and health_________ _______ 5,393 
Housing and community development _ _ _ _ _ _ _ _ _ _ _ _ 444 
Education and general research__________________ 279 
Agriculture and agricultural resources____ _ _ _ _ _ _ _ _ _ 2, 953 
Natural resources ___ ____ ___________ _ ·___________ 1,368 
Transportation and communication____ ___________ 2,066 
Finance, commerce, and industry______ __ _________ 12 
Labor and manpoweL __ ____ ____ __ ___ ____ _______ 1,291 
General governmenc ___ _______ __ ____ ____________ 1,326 
I n teres t _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 4, 715 
Deposit funds (net) 1 _ _ _ _ __ _____ _ _____ _ ____ _ ____ -471 
Reserve Jor. contingencies _____ ___ ___ _____ _____ __________ _ 
Deduction (- )"from Federal employees' salaries for 

retirement funds _ _ _ _ _ _ _ _ __ __ _ _ _ _ __ _ _ __ _ __ _ _ _ _ -421 
Clearing account for out'3tanding checks and tele-

graphic reports ___ ___ ____ _____ __ ___ __ _ ._ _ _ _ _ _ _ _ 312 
Adjustment to daily Treasury statement basis_ ____ -197 

Estimated 

1954 1955 

I 

$33, 433 $30, 32~ 
22, 809 20, 261 
10, 227 1 0, 23~' 
5,530 6,41 

955 95 
590 59 

--i;325- ---1;455 
522 48B 

2,529 2,604 
-2,988 -2, 49~ : 

74,932 ~,I 

48,934 
4,926 
1, 744 
6, 122 

82 
280 

2, 709 
1,185 
1,844 

95 
1, 365 
1,470 
4,821 
-70 

75 , 

~ .. . 

45, 04J 4,90 I 
1,24 I 

~~~fi 22 I 
2,33 I 

1,11 I 
1,40 

1, 5~~ 
1 32e' 
5: 172 

~ 
15q ! 

-423 -42~ ' 
7 -ld 

-------- -------=1 
Total payments to the public ___ ___ __ ~ _ _ _ _ _ 76, 554 75, 166 

-----, 
70,727 

I========I========I~=-=-=~ 
Excess of receipts from the public __ __________ ____ __ ___ __ _ _____ __ _ 11~ 
Excess of payment to the public ______________ ___ 5,272 234 ______ __ 1 

RORROWING AND REPAYMENT OF BORROWING 
FROM THE PUBLiC 

Excess of payments to or receipts from (-) the 
puhlic __ .. ____ __ ____ ___ __________ _________ _ ~_ 5,272 

Receipt" from exercise of monetary authority (-) 2_ - 55 
Increa:-;e or decreasc ( - ) in Treasury cash balance _ -2,299 

Borrowin~ from i.he public (nct) ___ ___ ~ ____ 2,918 

234 
-73 
280 

441 
Hcpa,nncllt of borrowing from the public 

(net,) . . _ _ ____ _________ ____ __ ___ ________ ____ • __ _ 

=== ! 

I 
I 

- 1151 

- 49 
------- -1 

. ! 

i. 

164
1 

--------------------------------------------------~----- I 
I Excllld~H depoHit. flllld:;; of quaHi-governmcntal corporations and 

Pavment.s Ullioll. 
i COllHist.H mainly of sC'igniorage on silver. 
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