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From: T 1 t
SUBJECT: Budg

John Page and I appreciated the courtesy shown to us by you and your
associates during our meetings on Thursday.

As I think you realize, it became apparent during our meetings in the
afternoon that your staff had no new proposals to make with respect to opera-
tional cuts. As I understand it, you are still proposing essentially the same
reductions described in your letter of February 8. In addition, we discussed
your associates' concern about built-in cost increases and their questions about
certain specific FEC operations, We share these concerns, will give them
priority attention, and believe that over a period of time they can be satis-
factorily managed.

But we are now faced with a problem which cannot be managed, and I
think it is my responsibility to be sure you and your associates fully understand
how serious it is.

After continued study, I am thoroughly convinced that the minimum re-
quirements for continuity of this enterprise as an effective instrument of U.S.

policy are:

1. An operating budget for FY 1966 of roughly $1, 000, 000 fnore than
the ceiling proposed by you; . ‘

2, An early start on serious planning for an equipment modernization
program for Radio Free Europe.

I believe that the Board of Directors is in complete agreement with this
view., They see this issue as fundamental, just as I do.

I quite understand the complex and severe pressures upon you. Itis
certainly not my position to try to suggest how best to proceed at your end. We
will do anything we can to help. But the problem must somehow be resolved.
You know better than I the difficulties this organization has had in the past as
a result of ineffective and changing managements. The reality which we all
should face is that a failure to deal appropriately with the current situation will
inevitably bring about a reversion to a similar pattern in the future.

cc:John C. Hughes
v .2/55/65






