






























































Based on their quality, relevance, and the times, perhaps ten would be
developed into wmajor options for program change and discussed in detail
with the President énd the Cabinet. Thenlperhapé 3 or I comld be selected
for implewmentation and the attendant battles within the Executive Branch

end on the Hill, again depending on their guality and relevance. A few

0
. -

others could be sclected for tentative decision, pending better analysis.

Such 'a process would require.continuous White House monitoring to assure
that the right kinds of issuves werc chosen initielly, that the veediﬂg»out
Aproccss vas done well, and thﬂ the enalyses covered the right considevations.
aff support, this should not place greatl dcnandu on the time
of the President.
The impact of this would go fer beyond the 3 or k progrew changes

actually made. PFirst, it would set the theme and the precedent that the

President cared about the effectivencss and efficlency of Federel progrems

rather than Just the polities and that he reslly meant vhat he seid sbout

pribrities. Second, it would requirc the agencics to devote their best
pecplé {to such questions in order to be ﬁell represented. Finally, since
the &gency‘staffs ould never bes sure which issucs the President would pick
to do battle on, t 1~y would be pressced to do a good job on them all; with
SO0 wany goc: analyses arouuq, somz could be implerented below the level of

pajor Presidentiel involvomont.

Political congtraints

he wajor fectors in puti serether - President's budget
is-thc pressure of Congressionsl. intore : z . of progre
end in their horz districts

andled in 1w s The ezenc

reccaiangd

1he




end cennot be passed'with vhat kinds of side payments.

There should be more explicit analysis of political side payizents end
corréspondingly less pre-filtering within the bureaucracy. We soon will be
eble to get data by Conzressional distriet on what Federal Programs aid what
kinds of people. Ve can begin to correlete re-cleetion Probabilities with
voting behavior of the incumbent. And ve can begin to.calculate explicitly
vhet payoffs (non—monetary, of course) to key Congresswen would enable
bassage of Presidential progrems with least vic ence to the economy and the
President's priorities. This is a very sensitive are%'and probably cannot
be done outside the White House, but muck of the input would nccessarily

be generated by the Budget Burcau.
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The Cabinet

Tt is well-known that the Secretaries are only marginally
the President's men., They soon develop interests,.lovalties.
and constituencies of their own, leaving onlv the President
with his unigue perspective. Thev necessarily argue for more
funds for their programs. and they have to be advocates rather

than objective advisors about ultimate Budget allocations.

One of the dangers in scme of the above suggestions is
hai they givé the appearance of goipg around the Secretarv into
1is agencies. This is, of coﬁrse, i;evitabie because there has
to be considerable staff~to-staff contact between the White House
the Budget Bureau, and the agencies; thevﬁrincipals are too
busy to carry the whole coﬁmuuications load. The nced is to keep
the Czbinet wirved into the process so they can participate as’
their interests dictate and so ﬁhey can have the information on

ovairment-wide budeet dssues that will help them to be wmore
\ & It :

obiective advisors to the Pyesident.

One way of carrying this out would be to have White House st
coordinate with the Secretaries aud the Cabinet as a whole from
thne to time as thev work with agencv and Bureau analytic stafis.
Xf the White liouse spaff nember can function well at all these

levels of goverament, the result should be a much move opea and

constructive flow of information as wzll 2g the generation of signi-’
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cant options for the President's budget. It wouid also seuve {0

e
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keep poople awvare of thz budget implications of scoue of their

4 .

dacisions; this

te

s verv hit or wiss now. perticularly in tho
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NET GROSS

Expenditures Expenditures
S Millions S Millions
SPACE DEVELOPMENT ¥ 4,592 I.l+=,_604
Manned Space Flight 2,924 2,924
Space Research 968 968
Support 384 384
Space Applications , - 311 323
@
A
/l@/ -X' . 4’/,‘" e Mo -
; ,’Note. ~"Figures exccot totsls are-obligations which total ;;5 million
/ less "than actuel expenditures. The totals for Space Development’ are
net of that adjustuent. and- are actual’ exr)endituleo el
N







NET GROSS
Expenditures Expenditures

$ Millions $ Millions
SOCTAL SIRVICES ' 56,865 27,881
Public Housing . 320 560
Health Services Assistance : 10,127 10,178
Education 3,563 3,724
Public Assistance 13,480 13,694
Retirement Plans 28,418 ‘ 28,760
Law Enforcement and Justice 523 523

Parks and Public Facilitics 434 442






















APPENDIX A







SPACE DEVELOPMENT

| Manned Space Flight

Lunar Landing
Other Manned Space Flight

Space Research
Scientific Investigationé
in space
Space Technology
Support

Space Applications'

GROSS

NET
Expenditures Expendjtures

S Millions S Millions
4,592 4,604
2,924 2.924
2,502 2,502

422 422

968 968

494 494

474 474

384 384

311 323







NET GROSS
Expenditures Expenditures
S Millions S Millions

Setovd

SOCIAL SERVICES ‘ ‘ 64,742 66,529

Public Housing : 320
Health Services Assistance 10,127

Medicare _ 7,130
Medlcaid ' 2,093
Direct Health Care . 303
Public Health Programs 601

Education ' 3,563

Primary & Secondary 2,065
Higher Education 1,498

Public Assistance . 13,480

Income Maintenance 3,998
Unemp loyment & Disability Insurance 5,798
Vocational Training &Opportunities 3,199
Indian Assistance ' 485

Retirement Plans : 28,418 -

Social éecurity ' 24,792
Civil Service Retirement 3,626

Lawv Enforcement and Justice 523

Executive Branch 40
Judicial Bra: :h - 483

Parks and Public Facilities 434

Veterans Beneflts 7,877








































Major program issue: Deferral or phase-down of RXD on liquid metal
' fast breeder reactor (IMFBR).

FY 1971 budget impact:  $55-1T70 million

FY 1971-7h budget impact: $1 to $13 billion.

Budget impact beyond FY Th: over $2 billion.

Sceial impact: lover electricity cost starting in-1985.

The AEC's highest priority civilian program is the IMFBR, which will produce
benefits in the form of lower cost electricity after 1985--with the bulk of the
benefits not occurring until after the year 2000. Investigation has revealed
the unexpected fact that the IMFBR will cost approximately $5 billion to develop,
with the Federal Government paying zbout $4 billion of this. The FYTO cost is
$200-250 million (95% Federel Government). : ,

The AEC has used & set of optimistic assﬁmptions that give the LMFER the

" gppearance of providing a marginelly accepteble rate of return, 10%. However,

the electric utilities and the electrical manufacturers that ordinarily conduct
R%D on electricity generation receive an eversge rete of return of 10%-15% on
their investments. Analysis shows that less optimistic assumptions than the AEC's

ield excecdingly low or even negative rates of return: the project could even be
a net loss to the economy of up to $3 billion. '

AEC assumes that there will be no major new uranium discoveries and no uranium
imports, so that the price of uranium will rise rapidly. AEC forecasts of the
rate of growth of electric pover consumption and their use of the reactors for losr
load duty also inflate the total number of LMFBR's that nust be procured and the

. economic benefits. AEC estimetes of cepitzl end operating costs of the IMFER and

the - dates in which the LMFBR will be comzercially avellable also ere more optimistic
than those of industry end university experts.. Further, other technologies such &s
fossil fuel MED plants mey becoms highly competitive in the next two decades.

There is strong evidence thet the AEC development (as opposed to continued
research) is premature. Current estimates of economic benefits are marginal and
there are lerge uncertainties that could produce large losses. The often-clted
characteristic of these reactors that they produce more atomic fuel than they con-

" sume is cause for technicel fascination, but doss not promise free power; only

lover costs that may or may not be worth the cost of development.
There are téo imporfant 2lternatives to the rapia develqpment proposed by AEC:
(1) A two-year deley of the program: |
R To learn the reéult of the current uranium ezpldration-boom (results

should start coming in during 1959 to 1970), which should give never
" end higher coniidence predictions of a long-tern uranium price;

-- To learn more about the outlook for competing technologles; Psac
hopes to evaluate the nearest term competitor, MHD, in the next year;




{ . -- To redesign the program (perhaps with more international competi-
~ . tion) so that the present value of the R&D costs will make the
relationship between benefits and costs more attractive;

(2) A longer or indefinite delay to continue a low-cost level of effort
in IMFBR research so that a decision later in the 1970's may be made
--3f then desirable--to cepture the benefits available after the year

2000.

Finally, there is a real question about why the Federal governient, rather
than industry, should undertake what is simply a technological economic invest-

ment.










‘Major Program Issue: Phase down of R&D on nuclear space rocket.
(Project Rover)

FY Budget Impact: About $50 million

FY 71-74 Budget Impact: Abcout $560 million

Budget Impact Beyond FY 7h: About $500 million

" social Impact: Same as Other Space Programs

AEC and NASA estimate that the program will cost about $1,400 million over
the next ten years. NASA's most serious Justification of the project is that
it will reduce the cost of manned Mars landings that could be planned for the
1980's at the earliest.* However, there are many uncertalnties:

(l) The prograw is premwature because other technologicél problems are
expected to teke longer to solve for a manned Mers landing --e.g., 500 day life
support. The projJect could be de .yed perhaps 5 years with no loss of benefits.

(2) The U.S. may well decide not to preqé for a manned Mars landing in the
1980's; current cost estimates for such a venture are $40--$100 billion plus -

$4 billion per mission.

(3) The manned Mars landing can be carried out with chemical rockets, but
at a higher cost with current technology estimates. Because of its high ‘R&D
costs, however, Project Rover will cost just about as much as it might save.

The following table shows three major : ternatives'té the current program
end the savings over the current pace of the project:

Dollars** Saved (Spent) Over

Alternative to Current Pace of Current Pace, in $ Millions, at
Project Rover ~ - Discount Rate
SR T Total Present velue at 10%
1. Phase down project in FY70; restart T - Discount

project in FY75; use nuclear rockets for
manned Mars landing(s) in 1980's = (100) 120-500

2. Phase down proJect in FY70; restart

project in FY85; do not go to Mars until o
530-1,300

1990's (100)

3. Phase down ﬁroject in ¥Y70; do not restart .

project; use chemical rockets for manned kars .

landing(s) in F¥85 (1,400)-1,700 50-1,6C0
FY 85 and- FY 83 (3,900)-1,000 (490)-1,L00

This table is based on $20 million research funding per year while the
project is phased down. The 1C% discount column reflects the productivity of
resources in aliernative uses during the phase-down pericd.

% Other uses such as lunar Terry missions, unmanned decp-space misslons, ‘or
earth orbit mancuvering are cven more tentative. )
**These cslimates encorpass a range of e:pliclit cost and benefit essuxptions,
from those scrzewhat mores optimistic than the agencies have advanced to those thau

RO} > o O o T o~




Major Progrem Issue: Indian Welfare

FY70 Budget Impact: Estimated $5-15 million

FY?l-fh Budget Impact: Estiﬁatéd $SO-lOO.million/§ear

Soclal Tmpact: Improved economic and social conditions of disadvantaged

Indians '

In 1957 the Federal Government spent about $5,000 per Indian family for prograws
on Indien reservations. Yet three-fourths of Indien families have an income
below the $3,000 poverty level. Budget and program data available suggest sub-
stential improvements in the economic status of poor Indians could be erffected

by substantlal reallocation of current Federal outlays on Indians.

Analysis conducted by the Bureau of Indian Affairs indicates that additional

Indian income generated per Federal dollar varies from $10.80 for direct employ-
ment activities to as low as $1.25 for range lands. Similarly, cost per addition-"
al Job opportunity created ranges from a low of $1,100 to $15,900. . :

While income and employment opportunities are not the sole objectiveé served by
Indian progrems (such as education, preservation of Indian culture, etc.), the
data does suggest that substantial redirection o7 existing Federal outlays for

- Indiens could produce significant savings or significant ellevietion of Indian

problems with current funding levels. :

-

- Consideration should be given not only to redistribution of outlays among eiist-

ing activities. Redistribution might also be made emong groups of Indians. Some
Indian tribes have high per capita income, yet still receive substential Federal
assistence. An additional consideration is the viebility of a guarenteed income

.in place of outlays on selected activities.

Current funding levels would permit income floors on the order of $2,000 to $4,000
per femily of 5 plus frec educetion and redical care (or perhaps $3,000--$5,000 if
higher-income Indians pald local taxes for education and Mediczid replaced free

medical care). These numbers are Just informed guesses that could be firmed-up
by a little analysis. '

- Analysis should include detailed examination of current Federal outlays and their

distridbution to determine bow they cen be feesibly redistributed to attain maximun
impact on the income and sociel conditions of those Indians worst off. Potential
sevings for the seams level of benefit, or redistribution of funds to achieve
higher overall results, might total $50 to $100 million.







The Administration has several alternatives:

l.

Accept Boeing airframe proposal (Feb. 15-April 15, 1969)
and appropriate $247 million for FY 1970 to be followed by
about $1/2 billion further Government investment in the
next three years.

. Accept Boeing's airframe proposal but stretch out the

project one additional year by appropriating only $152
million in FY 1970 but including an ad¢ tional cost of
the delay, totaling about $35-60 million in subsequent
years.

Renegotiating airframe contract and engine contract to
stretch out project more than an additional year at a
likely cost increase of 10-20%. - Delays up to 4 years
appear to enhance the economic’viability of the SST, but
it also reduces U.S. predominance in and of being first
in new aircraft technology. Beyond four years, competing
designs abroad may capture the market and dictate

developing the next generation of aircraft.

Cancel the project entirely, which will reduce the FY 70
budget by $247 million and FY 70-74 budgets by about
$3/4 billion. ) :

However, cancellation of the engine contract may require
$100 million additional expenditures beyond FY 1969,










: . Table I .
Coampaxigon of Alternatives to the Ei1L Burton Progrom

Cherecteristics of Benefdeliaries :
} Location

Denelit- Aro distribution Income distridbution Central Suburds

cost rercent 1,000 Raco City of  Other

ralio 21 21-55 55t 4,000 9,999 410,000 N W _O 250,000+« c¢ 250,000+ Urban Ruway

N~

7171 Duzbon 055 N, 3 38 13 M 1287 119 7 63 6

Teiphborhood hoolth . . | | "
focilities 1.3 | €o 95 | 65 20 15 N, » o

inerease 4n . ' . ‘ ‘ . o
" whyoiclono o - _ . 27 891 1 U 3

fowily pleantng - 59 | - B 5 s
Iaternity centere in | |

6035 5

2188 1




Major Program Issue: Phaéing down to a "base" manned space
program.

FY 1970 Budget Impact: $1/2 to $1 billion.

FY 1971-74 Budget Impact: $1 to $1-1/2 billion/year.

. Budget Impact'beyond;FY'19742""Smallefl"“

Social impaét: Small.

. As with DOD programs, the manned space program can be analyzed
~ in terms of a "committed base" pPlus options. However, the

- NASA budget submissions view a program of ('~ " three

- manned launches per year as "minimal” to keep launch crews
alert; the only lower option is viewed as a phaseout of the
manned space program. Such a rate of activity forces the

- total NASA budget to about $4 billion per year.

Investigation reveals that it is

of money with the constraint that
business" in manned space flight.
together from rough data,
‘budget for the next three
the United States-could:

possible to save large amounts
we avoid "going out of

The table below, drawn
indicates that on an average NASA
years of $2-1/2 to $3-1/2 billion,

1. .Continue a."staying in businésé"'post—Apollo program of
one manned launch (Lunar or Orbital) per year;

2. Carry on a subsfantial unmanned program of about 17
Jlaunches per year (the planned FY 1969 level);

3. Give the space program a "new direction" and a major ten-
: year goal with a commitment to a "Grand Tour" unmanned

flight past Jupiter, Saturn, Uranus, and Neptune in the
late 1970's. 4

Various combinations of options over and above the "base” are
possible. A noteworthy possibility is "Increment B" to reassure
the advocates of a military space option that, even with the

smaller manned space program, we still have the same "mobiliza-
~ tion time" to a large space program as we had in FY 1968.







