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EXPIRING $830 BILLION PUBLIC DEBT LIMIT

TUESDAY, SEPTEMBER 11, 1979

U.S. SENATE,
SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT

OF THE COMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to call, at 2 p.m., in room 2221,
Dirksen Senate Office Building, Senator Harry F. Byrd, Jr. presid-

m'resent: Senators Byrd, Long, Packwood, Dole, and Chafee.
[The press release announcing this hearing follows:]

[Press Release--Sept. 6, 1979]

FINANCE SUBCOMMTIIE ON TAXATioN AND DEBT MANAGEMENT SETS HEARING ON
PUBuc DEBT

Senator Harry F. Byrd, Jr. (I., Va.), Chairman of the Subcommittee on Taxation
and Debt Management, announced today that a hearing on extension of the tempo-
rar limit on the public debt has been scheduled. The Honorable G. William Miller,
Secretary of the Treasury, Mr. James T. McIntyre, Director of the Office of Manage-
ment and Budget, and Alice M. Rivlin, Director of the Congressional Budget Office,
will testify on the public debt at 2:00 p.m., Tuesday, September 11, 1979, in Room
2221, Dirksen Senate Office Building.

Senator Byrd noted that the temporary debt limit of $830 billion which the
Congress enacted in February of 1979 is due to expire on September 30.

Senator Byrd said, "The Federal debt is the result of the cumulative decisions
which Congress and the Administration make about Federal spending and the
Federal deficit. Each year the Federal debt has grown as deficit has been piled on
top of deficit. No doubt, Congress will be asked to increase the statutory ceiling.

"The greatest problem our Nation faces is inflation. Unless we get Federal spend-
ing under control and reduce the creation of money to finance our debts, record
high levels of inflation will continue."

Senator Byrd noted that the money supply has continued to grow and that
Federal borrowing, to the extent that the Federal Reserve purchases Federal securi-
ties, has a direct impact on the money supply.

By law, the budget is required to be in balance by fiscal year 1981. In addition,
during Congressional action on the debt ceiling in February, the Congress required
the Administration to submit in fiscal years 1981 and 1982 a balanced budget
whether or not the Administration recommends a balanced budget.

Senator Byrd noted that the hearings would give Congress an opportunity to
review the work of the Office of Management and Budget m preparing a balanced
budget and implementing the requirements established by prior debt ceiling legisla-
tion.

Written testimony.-The Subcommittee would be pleased to receive written testi-
mony from those persons or organizations who wish to submit statements for the
record. Statements submitted for inclusion in the record should be typewritten, not
more than 26 double-spaced pages in length and mailed with five (6) copies by
September 21, 1979, to Michael Stern, Staff Director, Committee on Finance, Room
222, Dirksen Senate Office Building, Washington, D.C. 20510.

Senator BYRD. The hour of 2 o'clock having arrived, the subcom-
mittee will come to order.

(1)
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The current debt ceiling of $830 billion will expire at the end of
this month. No doubt the Congress will approve a new increase in
the debt ceiling, an action which it takes almost automatically.
Nevertheless these recurring increases in the limit are concrete
evidence of tle failure of the Federal Government to get. spending
under control. The current economic condition of our Nation shows
the disastrous consequences of continued deficit spending by the
Government. Inflation has risen sharply. At the beginning of the
year the administration projected a 7.4-percent rate of inflation for
1979. It now estimates a rate of 10.6 percent for the year, an
increase above the original estimate of 3.2 percentage points. Even
this projection may be low. The current rate of inflation, according
to the most recent Labor Department figures, is above 13 percent
for 1979 to date.

Inflation is in my judgment, and in my judgment will continue to
be, this Nation's major domestic problem. The decisions which the
Congress makes about spending and the size of the Federal debt
are extremely significant with regard to our ability to reduce infla-
tion.

Our monetary system must react to Treasury borrowing to fi-
nance the operations of our Government. To the extent the Federal
Reserve purchases Treasury securities we are expanding the money
supply and depreciating the value of the dollar. In addition, the
size of the Federal debt creates a heavy interest burden. The gross
interest on the Federal debt in fiscal year 1980 is estimated to be
$67.6 billion. This is over a 600-percent increase in interest pay-
ments since 1963. Furthermore, the budget estimate may be low
because of high interest rates caused by inflation.

If we hope to achieve a prosperous economy in which the well
being of American citizens improves in real doars, we must break
the vicious cycle of more Government spending, more Federal bor-
rowing, bigger debts and more inflation.

The hearing today will have as witnesses Mr. G. William Miller,
Secretary of the Treasury; Mr. James McIntyre, Director of the
Office of Managment and Budget; and Mrs. Alice Rivlin, Director
of the Congressional Budget Office.

The committee is delighted to have each of you with us today.
We appreciate your being here.

Secretary Miller, you may proceed as you wish.

STATEMENT OF HON. G. WILLIAM MILLER, SECRETARY OFTHE TREASURY
Secretary Miu~mt. Thank you very much, Mr. Chairman. I cer-

tainly would like to--
Senator BYRD. If you will delay just a moment, Senator Dole has

a statement which I will insert in his behalf at this point in the
record.

[The statement referred to follows:]
STATEMENT OF SENATOR BoB DoLz

Mr. Chairman, we are faced once again with a request from the administration to
extend the temporary limit on the public debt. We are now dealing with cumulative
deficit figures that approach a trmion dollars.

These are not figures to be proud of. Our government does not need to set a new
record deficit every year, but without a forthright and unflinching determination to
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balance the budget, such records will continue to be set. The administration and the
Congress have set the goal of balancing the budget for fiscal year 1981. In view of
our current economic situation, it remains to be seen whether the administration
can come up with figures that will do this. While Inflation boosts tax receipts, the
recessionary trend means less real growth. To achieve a balanced budget will
require a close, hard look at every spending decision Congress makes. It is no longer
adequate to count on the increased tax revenues to moderate the deficit-we should
look to reducing the role of the federal government in the national economy.

The perpetual need to increase the debt ceiling dramatizes the failure of govern-
ment to respond to the public's demand for fiscal responsibility. As things presently
stand, we are unwilling or unable to take the long view, with the result that day-to-
day spending decisions add-up to an increase in the deficit that no one professes to
want. I trust that we will take this occasion to consider what actions we can take to
put an end to the never-ending rounds of deficit spending ratified by increases in
the debt limit.

Secretary MILUER. Thank you, Mr. Chairman.
Mr. Chairman, I certainly want to echo your sentiments about

the importance of inflation-it is the top priority, it is the top
problem we face, and there is no question that it has built up over
some 15 years and that it is now deeply imbedded in our economic
system. It will require an integrated strategy consistently a applied
over a number of years to wring out inflation, and a good deal of
this of course begins with discipline in fical policy.

I don't want to pass up the opportunity to say that my experi-
ence in government now is less than 2 years. I first came here in
March 1978. In that period of time I have been impressed with the
attitude of Congress and of the Senate and this committee in
supporting that kind of fiscal discipline moving from much higher
deficits toward lower deficits and changing the direction of fiscal
policy. We have seen that happen and I think it is the right
climate. Now is the time to pursue it.

The subject today is a more specific aspect of that as you point
out. With your permission, I would appreciate having a copy of my
prepared statement inserted in the record and I might just make a
few comments then that would lead to a more open discussion.

Senator BYRD. That will be fine.
Secretary MImuZ. First I would just like to outline what we are

suggesting. As you point out, the debt ceiling is now at $830 billion
and will expire at the end of this month. What is being proposed is
an increase in that ceiling for the period over the next year. Our
projections of what kind of financing requirements the Nation will
have, based on the decisions on spending and taxing made by the
Congress, contemplate that over this period of time the additional
financing would bring the public debt to $883 billion at the end of
fiscal year 1980.

As has been the practice of the Treasury for some 10 years or
more, we also propose that in addition to that projected ceiling that
there be an increase of $3 billion as a contingency so that we will
not be trying to make too fine a guess at what conditions may be a
year from now. That means we are requesting a debt ceiling expir-
ing September 30, 1980, of $86 billion.

Now this is an increase of $56 billion, so the next point I would
like to make briefly is just to reconcile in general that figure with
the deficit that is being contemplated by Congress in its budget
action for fiscal year 1980 and how that fits in with this particular
number.
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To round off a bit, using the midsession budget review which Mr.
McIntyre has prepared with slight updating for interim develop-
ments but not a basic restructuring we are looking at around a $30
billion deficit in fiscal 1980. The difference between that number
and the $56 billion is made up of two Other components. One is the
Federal financing of off-budget agencies-most of that is the Feder-
al Financing Bank to take care of agencies that are not in'the
budget-and the second is the issuance of Federal securities into
the trust funds that have surplus funds that are counted as part of
the budgetary process. The debt ceiling does apply under the pres-
ent law to debt held by those trust funds as well as debt held by
the public, and so it is for that reason that we have a difference
and sometimes a confusion, and I hope we can be clear on why that
works that way.

The third point I would like to make is that there is a need in
debt management not only to operate within a ceiling but to look
at the maturity of our debt and to have some reasonable system
where we are not constantly on a treadmill of refunding maturing
debt. We need some orderly structure. In January 1976 the average
maturity of the privately held public debt was 2 -years and 5
months, really quite short. There has been an effort to lengthen
that maturity by a combination of refinancing longer term and
progressively offering some longer term securities for new cash so
that now we have built up to where the average maturity is 3
years and 8 months, still relatively short but relatively improved.

Now we have already almost exhausted the Treasury's authority
to issue bonds of more than 10-year maturity. The present authori-
ty under law is $40 billion and we have issued $37 billion. So we
hope that as a part of the process of this debt consideration that
you would be willing to authorize extending that long-term debt
authority to $55 billion. We would not necessarily issue $15 billion
more but then we would have the authority so that if market
conditions were favorable, we could use that and tend to lengthen
out our debt.

The fourth point I would like to make is something to do with
the procedure in which the debt ceiling is revised from time to
time. The House Ways and Means Committee and the House itself
has considered the possibility of linking the debt ceiling determina-
tion to the budgetary process recognizing that the financial needs
of the Nation are really determined as Congress establishes its
decisions on spending and taxing in the budgetary process. I think
in the House that would be a very favorable development because
it would couple together events that could be handled by the
House, I think, more expeditiously. I

I believe in the Senate there is some reservation about that
system but I hope that the Senate would be sympathetic to moving
in that direction in the House. If the Senate felt that it would be
better to keep the item separated, then I think that should still be
possible even though the House may couple them. I hope that can
be looked at as a way to facilitate this discussion in future years.

Finally, Mr. Chairman, I would like to call attention to the
importance to this Nation of maintaining its integrity, of maintain-
ing. its commitment to the full faith and credit backing of its
obligations and its willingness to demonstrate forcefully that the
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Nation stands behind its obligations. As these .debt ceiling provi-
sions expire, we have had some periods in the past when there has
been a temporary hiatus where there has been no authority to
issue additional securities and there has been the impression of
disorder and lack of fiscal integrity. I hope that in this process we
will be able to act expeditiously in order to avoid that kind of
deadline. I want to thank you very much for setting these hearings
as early, I believe, as they have been held so we could come up
with a timely decision and not have a crisis at the last moment.

Thank you very much.
Senator BYRD. Thank you, Mr. Secretary.
I will ask the staff to notify me at the end of 10 minutes so I may

yield to Senator Packwood.
On that last point, while I have not checked the record I believe

that this is the earliest that any debt ceiling hearings have been
held in either house. As a matter of fact, you and I, Mr. Secretary,
set this date the day before you were confirmed into your new
position.

Secretary MILLER. That is right and I appreciate your confidence
in feeling that I would be confirmed.

Senator BYRD. I felt our Government was getting in you a man of
extraordinary ability and I felt there was no doubt about your
ability. I am pleased you are involved in Government and in the
position you are in now. Senator Packwood and I have consistently
worked together to try to hold these hearings at the earliest possi-
ble time.

Now in the past, past administrations would like to delay these
proceedings as long as possible so as to make it as difficult as
possible for the Senate to amend what the House did. I remember
one case, about 1966 or 1967, Senator Smathers was handling the
debt bill, and I had an amendment to reduce it. They brought it up
on the floor of the Senate the last day before the Fourth of July
recess and beat me by one vote. The main argument against my
amendment was that, if my amendment carried, the July recess
would not take place. Since then, I have been very desirous to get
the matter up at an early date.

Now let me ask you this. What is our national debt now, today,
or yesterday or the first of the month, whichever figure you might
have?

Secretary MiLLz. Well, the schedule that we have attached to
my testimony shows that the public debt that we project at the end
of this month will be $823 billion.

Senator BYRD. Do you happen to have it for September 1 by any
chance?

Secretary MiuzR. Yes, sir. I will get that.
Senator BYRD. Anyway it is $820 billion you say--
Secretary MILUR. $828 billion at the end of this month.
Senator BIYRD. At the end of the month, $823 billion.
Secretary Miuzx. Mr. Chairman, at the beginning of the month

it was $811 billion. $811 billion at the beginning of the month and
projected to be $823 billion at the end.

Senator BYRD. Now if my arithmetic is correct, it would appear
then that you are expecting a deficit which I think your statement
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says of $37 billion, is that right? It would be more than that, would
it not?

Secretary MnLUR. For the fiscal year 1980?
Senator BYRD. Let's see. Federal funds deficit of $63 billion?
Secretary Miuza. We are projecting a need of $60 billion of the

additional public debt over the period from the end of this month
to September 30, 1980. If you look at the page attached to my
testimony, you will see that the public debt subject to limitation
increases from $823 billion to $883 billion over that 12-month peri-
od. The reason that our increase of the debt limit is less than that
of course is that we arp not using our full debt limit now.

Senator BYnw. But the point I am trying to establish is, do I not
understand these figures accurately that there will be a Federal
funds deficit of $60 billion?

Secretary Mum. The Federal funds deficit is projected to be $47
billion and there is to be $13 billion net of additional funds re-
quired for either issuing securities to trust funds or financing off-
budget items.

Senator BYRD. Well, as a practical matter, that is a part of the
Federal funds operation, is it not?

Secretary MILER. The technical definition of the Federal funds
deficit is the difference between the receipts and outgoes of the
regular budgetary items but you are correct that we are talking in
round terms of $60 billion of additional financing requirements for
the Federal Government over this period of time.

Senator BYRD. The only reason that the overall deficit, unified
deficit, does not show up at that $60 billion figure is because you
anticipate a surplus in the trust funds, isn't that correct? Then you
reduce the $60 billion by what you project the trust fund to be in
the trust fund is that correct?

Secretary MiLta,. That is correct. We reduce it by two figures.
The trust fund surplus is roughly $18 billion and that would bring
your $60 billion down to $42 billion; and the difference between
that and the projected deficit on a unified basis of $29 billion, that
$13 billion, is represented fundamentally through the Federal Fi-
nancing Bank.

Senator BYRD. Now on the $18 billion of trust fund surplus, could
you break down for the committee the major items?

Secretary MiuR. I am going to let Mr. McIntyre do this because
he is more of an expert on these trust funds than I am.

Senator BYm. All right.
Secretary Miuz . Perhaps we should go on with the questioning

and we can do a little arithmetic and give you those numbers, Mr.
Chairman.

Senator BYRD. Very good.
Now you say that the average--
Secretary MILUER. Well, now I think we have them right here

thanks to Miss Rivlin. The 1980 does not tie though, Alice.
Ms. RIVN. You may have somewhat different numbers.
Secretary MiuZR. I think we better use the OMB numbers.
As you say, in some of these programs we have so many different

figures we can't keep track.
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Senator BYRD. In the Finance Committee this morning there
were estimates as to what the windfall profits tax would bring in
and those estimates varied from $180 billion to $480 billion.

Secretary MIuIE. That is a fair difference.
Senator BYRD. I don't know how one is going to legislate under

those conditions.
Secretary Miuma. Impossible.
Senator ByPw. While he is looking that up, let me ask you, on

the maturity of your paper at the present time you say the average
maturity is roughly 4 years .,

Secretary Mn.um. Yes; 3 years and 8 months at the present time.
Senator BYRD. What is the total now of your long term securi-

ties?
Secretary Miuma. The maturities are as follows.
Mr. Chairman, of the present debt outstanding, and I am going

to go back to June 30 because, while we talked about September 1
figures, in order to break it down by all these categories we were
using the last quarterly figures. At that time the debt was $805
billion. Of that amount, $288 billion was held in Government ac-
counts, either the Federal Reserve or in Government trust, so that
the amount outstanding that was privately held was $517 billion.

Now a good deal of this is nonmarketable and the part that is
privately-held marketable at June 30 was $378 billion. Of that,

120 billion was short term bills and another $126 billion was in
coupon securities 2 years and under, so that you have $246 billion
of 2 years or less and the balance is in longer maturities. Only $36
billion was outstanding with maturities of over 10 years.

Senator BYRD. $36 billion?
Secretary Mist. Yes, sir
Senator BYRD. Now what is the total amount of Treasury borrow-

ing that is anticipated in the next 9 months?
Secretary Mims . In the next 9 months the total borrowing

would be $37 billion. $37 billion in the next 9 months.
Senator BnD. Could you tell the committee how this compares

to total Treasury borrowing in the preceding 9 months?
Secretary MImsn. In the preceding 9 months that would be from

the beginning of the year until the end of September. For 1979 for
the 9 months I don't have the monthly figures here but it would be
in the order of magnitude of $25 billion. It would have been less,
not because of the deficits showing any greater, but because there
was a switch in pulling down some cash balances and tightening up
on the use of resources in order to borrow less during that period.
So we are assuming now, Mr. Chairman, that from this point on we
will use a flat $15 billion of operating cash and on that basis we
will not be building or drawing down cash. On that basis we would
expect to see a need for the 9 months of $37 billion.

Senator BYRD. Of that $37 billion, how much is for new debt and
how much is for a rollover of the old debt?

Secretary M=LLER. $37 billion would be all new debt. In addition
to the $37 billion we would have to, of course, offer securities to
refund the maturities of all of these coming due in that period of
time, in 9 months. We would have some $200 billion coming for the
whole year. It would be about $200 billion to be rolled over. In
refunding the $200 billion, we will also have to increase the offer-
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ing by another $37 billion during that 9 months to fund the addi-
tional financial requirements.

Senator BYRD. Now let me see if I understand this correctly.
Secretary MILLER. If I can put it in generalized terms, as long as

we have our generalized structure with short term debt, then that
debt constantly comes due and has to be financed and then we
have to cover both our deficit needs and our refinancing needs.

Senator BYRD. The rollover for the upcoming fiscal year is in
round figures, $200 billion?

Secretary MILUR. Yes, sir.
Senator BYRD. Now on top of that you will have the $37 bil-

lion--
Secretary Miller. For the year we will have $60 billion.
Senator BYRD. So for the year you are going to the money mar-

kets for-
Secretary Miller. $260 billion.
Senator BYRD. For $260 billion. Now could you indicate how that

$260 billion compares to the total that you needed to go into the
money markets or the current fiscal year?

Secretary MILLER. The current fiscal year we are going to have
approximately the same amount. We will have financed an over
$50 billion increase. It is about the same.

Senator ByD. The Treasury is paying now for short term money.
How much are you paying?

Secretary MiusL. Well, yesterday we had a new record in inter-
est rate charges for short term. The bills were over 10.5 percent.
That is the highest rate ever paid.

Senator BYRD. That is the highest rate in the history of the
Nation that the Government has ever paid for money, more than
10.5 percent.

Secretary MILLER. That is correct.
Senator BYRD. Do you anticipate higher interest rates, a higher

figure than that during the upcoming fiscal year?
Secretary MiuLER. For the purposes of planning these figures we

have used average interest rates over the year and the interest
rates that OMB has incorporated in fiscal year 1979 is a mixture of
short-term rates payable last fall, the first quarter, second quarter
and so forth.

The assumption in the budget determination is that in the next
12 months the average short-term rate paid will be 8.2 percent.
Now you must remember that all of the Federal debt includes notjust that rollover we are talking about and the additional moneys,
but a good deal that is on different terms. Savings bonds, for
example, represent about $80 billion and they are outstanding at
lower interest rates, and longer term Governments are at lower
interest rates. OMB has projected an 8.2 percent composite rate on
short-term Federal -debt for the fiscal year 1980 compared to 9
percent in fiscal year 1979.

Senator BYaD. In your professional judgment does that seem
appropriate or does it seem low?

Secretary Miuza. Mr. Chairman, I think it is a difficult figure to
estimate and I think we should be pleased if we can achieve what
OMB has pro ected. The reasons are that in the second quarter of
this year we had a severe shock In the increased price of oil and
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that increase of 60 percent in the price of oil, when it works its
way into our economy, will add about 2 percent to inflation this
year. Any time there is a major introduction of new inflation there
will be a sympathetic increase of interest rates as lenders seek to
maintain the real income from their loans. Of course, it is only on
new borrowings that higher interest rates can apply so there is a
slow upward drift.

The assumption that we will be able to move in the other direc-
tion next year is the assumption that we will see some winding
down of inflation as we get past this oil shock and begin to move.
There is a good basis for that because if you take out energy and
food which has been volatile and the housing which has been tied
to this interest rate, take out those factors, and the underlying
inflation rate has been about 7.5 percent. If we can move back
down from these very unusual, extraordinary increases in energy
and food and housing and not see them repeated, we can hope to
make some progress.

Senator BYRD. What are the coming current Federal Reserve
holdings of--

Secretary MILLER. The current Federal Reserve Government
holdings would be $110 billion.

Senator BYRD. Do you happen to have figures which could com-
pare that with 5 years ago?

Secretary Miuzir. Yes, I think we probably have a table that can
do that.

Frank, could you just dig that out.
[The following was subsequently supplied for the record:]

UNIFIED BUDGET OUTLAYS AND PERCENT INCREASE PER YEAR

[polla anmuts m bilin]

fscal year Ou*y Inase U

1913 ................................................................................................................................ $247.1 ..............................................
1974 ................................................................................................................................ 269.6 $22.5 9.1
1975 ...................................................................................................... ....... . ....... 326.2 56.6 21.0
1976 ................................................................................................................................ 366.4 40.2 12.3
1971 ................................................................................................................................ 402.7 36.3 9.9
1978 ................................................................................................................................ 450.8 48.1 11.9
1979 ' ........................................................................................................................... 496.8 46.0 10.2
194 A ............................................................................................................................ 543.3 46.5 9.4

'FEumate.

ESTIMATED OWNERSHIP OF PUBLIC DEBT SECURITIES, JUNE 30, 1979

(Mv~ amouns ki bihon

Held by Mu PwuNt

Fe WdRa R Sy em ................................. I ................................ I......... ......................................... $109. 13.6

Gover m e acco s s ......................................................................................... ................................... 178.6 22.2

lowd ................................................................................................................................................ 288.3 35.8
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ESTIMATED OWNERSHIP OF PUBLIC DEBT SECURITIES, JUNE 30, 1979-Continued

(Iby aAots In eoc)

Held by private Investors:
Indlvsduats:

W i n s ....................................................................................................................... 80 6 10.0
l se fir ..................................... . . .. . ................................................... 31.8 4.0

Total lndi duals ........................................... .... ...... .......... ..... ............. 112.3 14.0
Commercial banks .................................................................................................................. 95.0 11.8
Insurance Com pansies ............................................................................................................. 14.5 1.8
Mutual savig banks ................................................ 5.0 .1
Cow a om ............................................................... I ........................................................... .4.0 3.0
Stale a d local gove rnments .................................................................................................. 6 8.0 8.4
Foregn and International ....................................................................................................... 119.5 14.8
0the Investors ...................................................................................................................... 78.3 9.7

Total, privately held ..................................... ................................................................... 516.6 64.2

Total p-* debt securities outstanding ........................ 804.9 100.0

Nt.- r m not add to tol due to ru h.
U e ce o t Secr of t TrMsry. Ooce of Goverent Fe cs.

MATURITY DISTRIBUTION OF FOREIGN HOLDINGS OF TREASURY PUBLIC DEBT SECURITIES, JUNE 30,
1979

(oLM in mM)

Yar to maturity Ma a Nomatetv b Tol

Under 1 year ................................................................................................................... $65,838 $8,486 74324
1 to 5 years .................................................................................................................... 24,032 14,335 38,367
5 to 10 years .................................................................................................................. 1,006 5,654 6,660
O ver 10 years .................................................................................................................. 4 153 157

Tota ....... I.............................. ......... 90,880 26,628 119,508

Sou .Offa of the Se tary of N Tresury. O e of Governm Flnanf.

Major foreign holders of Treasury Public Debt Securities, V-.10, 1979

(In millions]

Oil exporting countries, ............ $11,160 Netherlands ................................ 2,798
Belgium ........................................ 678 Switzerland ................................. 11,978
Canada ......................................... 1,941 United Kingdom ......................... 7,202
France .......................................... 7,208 International and regional ....... 4,240
Germany ...................................... 34,144 All other ...................................... 11,387
Italy .............................................. 4,974
Japan ............................................ 21,798 Total ...................................... 119,508

Includes Bahrain, Iran, Iraq, Kuwait Oman, Qatar, Said Arabia, the United Arab Emirates (Tnct States), Aea, aon,
bya, nW Nigaa.



11

CHANGES IN FOREIGN HOLDINGS OF PUBLIC DEBT SECURITIES

IDoars in bills

Change'
Dec 31. 1978 June 30, Other1979 ' Total Noimarkelable Add-ons transactions

(net)

Belgium .......... ........ .................... ......... .7 .... ..................... . . . . . ...... - .1
Canada ................ .......... ...... ... 2.5 1.9 - .5 .............................. . . ..... .. . - .5
france ...................... 6... ........ ... .. 65 7 2 .7 ..................... . . . . . .......... .7
Germany .......................................... 410 341 -69 -2.6 .4 -4.7
Italy .................................. .......... 4.0 5.0 1.0 (2) .. . ... 1.0
Japan ................. ................................. 29.9 21.8 - 8.1 - .1 .4 - 8.4
Netherlands ................... 2................ ... 23 2.8 .5 - .1 .1 1.5
Switz land ............................................. 15,5 12.0 -3.5 -. 1 ............ - 3.4
U nited Kingdom ...................................... 6.3 7.2 .9 ........................ (1) .9
International and regioal ........................ 5.3 42 - 1.1 ...... ............. -1.1
Oil producing countries ............................ 11.4 11.2 -.2 (s) .1 -. 3
All other .................................................. 12.3 11.4 - 1.0 ........................ .1 1.1

Total ............................ .. .............. 137.8 119 5 - 18.3 - 2.8 1.1 - 16.6

Preliminary
'Less than $50,000.000
Note-Totals ray not acd due to rounding
Source Office of the Secretary of the Treasury, Office of Government Financing.

FOREIGN AND INTERNATIONAL HOLDINGS OF PUBLIC DEBT SECURITIES

(Dollars in billions]

Foreign and
December 31- Foreign and Total p ic debt international as a

international holdings percent of total public
debt

19 6 8 ................................................................................................. $1 2 .4 $3 56 .2 3 .5
19 69 ........................... ..................................................................... 10 .4 3 6 7 .4 2 .8
19 70 .................................................................................................. 19 .7 3 8 8 .3 5 .1
19 7 1 ................................................................................................. 46 .0 4 23 .3 10 .9
19 72 ................................................................................................. 54 .4 4 48 .5 12.1
19 73 .......................... ...................................................................... 54 .7 46 9 .1 11 .7
19 74 ................................................................................................ 58 .8 49 2 .7 1 1,9
19 75 ................................................................................................. 6 6 .5 5 76 .6 11.5
19 76 .................................................................................................. 78 .1 6 53 .5 12 .0
19 7 7 .................................................................................................. 109 .6 7 18 .9 15 .2
D ecem ber 1978 ................................................................................. 13 1.8 789.2 17.5
June 19 79 .......................................................................................... 119 .5 804.9 14 .8

'To conform with the unid budget presentation, figures have been adjusted to exclude $1,825,000,000 in 1968 and $825,000,000 in years

1969-73 of noninterest-bearing notes to the 1W

FEDERAL FINANCING REQUIREMENTS

[Dollars billo ns]

Fscal year-

1978 1979' 1980'

B u dg et deficit ......................... ...... ............................... ............ .........................
O ff -budget d deficit .................................. . ..... ..................... .......................

Tota l de ficit ....... .1..... ... ..... .1.....................

$48.8
10.3

59,2

$30.3 $29.4
13.2 11.6

43.5 41.0
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FEDERAL FINANCING REQUIREMENTS-Continued

(olars h biftionsJ

FistA year-

1978 1979' 1980'

Means of financing other than borrowing from the pi ............................................ -. 1 - 12.3 -2.0
Total borrowing from the W k ......................................................................... 59.1 31.2 39.0

Increase In debt held by Government agencies ............................................................... 12.2 11.5 20.1
Increase in gross Federal debt ........................................................................... 71.3 48.7 59.1

= 4wnsis largely of chanhitresr cah 'Mmc.

DEBT SUBJECT TO LIMIT, FISCAL YEARS 1978-80

lif bro of do s]

A"Estimate
1978 1979 1980

Unified budget deficit ................................................................................................................... $48.8 $30.3 $29.4
Portion of budget deficit attributable to rust surplus or deficit (-) ........................................ 12.7 16.5 17.9

Federal funds deficit ....................................................................................................... 61.5 46.8 47.3
Deficit of off-budget Federal entities ......................................................................................... 10.3 13.2 11.6

Total to be financed ...................................................................................................... 71.9 60.0 58.9
Means of financing other than borrowing, and other adjustments ............................................... 0.9 -9.8 0.8

Change in debt subject to limit ...................................................................................... 72.7 50.2 59.7
Debt sub t to limit, beginning of year ...................................................................................... 700.0 772.7 822.9

Anticipated debt subject to limit, end-of year ................................................................ 772.7 822.9 882.6



FEDERAL DEFICITS AND DEBT, FISCAL YEARS 1970-80

(M biom of donl

I 1970 / 1971 1972 1973 1974 1975 1976 TQ 1977 1978 1979' 1*0,

FdW funds ............................................................ 13.1 29.9 29.3
Lm btg fund mup s(-) ordeficit. .................................................. -10.3 -6.8 -5.9

Eal total uned Ioudget defict.............................................. 2.8 23.0 23.4
ris dedit ot oft-bdet Fdeal entities 2 ....................................................... ..... .......

Equals t dei t ............d.c...................................................... 2.8 23.0 23.4
Less n oktrow a mIt of financing ..... .............. 1. 2.6 -3.6 -3.9

Equals total borrowing from the public ........ .. 5.4 19.4 19.4
Pin chage in debt held by Gelemen agencies ". ............ 10.1 7.4 84

Equals dange in gross Federal debt .......................................... 15.5 26.9 27.9
Less change i Federal agny debt ........................................................ 1.7 .3 1.3

Equals change in gross public debt ............................................ 17.2 27.2 29.1
Ps hne in oher debt lt to 5M a ........................................... -. 7 -1.2 ....................

Equals change in debt subject to limit ....................................... 16.5 26.0 29.1

Debt a ed of fiscal yewar:
Gross Federal debt a ...................................................................... 382.6 409.5 437.3
Less Federal ,,ency debt ............................................................. 12.5 12.2 10.9

Equals gross pubic debt ........................................................... 370.1 397.3 426.4
Pius other debt subject to lim it ' .................................................... 2.5 1.3 1.3

Equals det subject to limit. ....................................................... 372.6 398.6 427.8

25.6 18.7
-10.7 -14.0

14.8 4.7
.1 1.4

14.9 6'
4.4 -3.,

19.3 3.0
11.8 14.8

31.1 17.8
-. 2 -. 9
30.9 16.9
- .4 ....................

30.5 16.9

468.4 486.2
11.1 12.0

457.3 474.2
.9 .9

458.3 475.2

52.5 68.9
-7.4 -2.4

45.2 66.4
0.1 7.3

53.1 73.7
-2.4 9.2

50.9 82.9
7.0 4.3

57.9 87.3
1.1 ...................

59.0 87.2
.1 .1

59.0 87.3

544.1 631.9
10.9 11.4

533.2 620.4
1.0 1.1

534.2 621.6

11.0
2.0

13.0
1.8

14.7
3.3

18.0
-3.5

14.5
-. 2

14.3

54.5
-9.5
45.0
8.7

53.7
-. 1
53.5
9.2

62.7
1.4

64.1

61.5
-12.7

48.8
10.3

59.2
-. 1

59.1
12.2

71.3
1.4

72.7

46.8
-16.5

30.3
13.2

43.5
-12.3

31.2
17.5

4&7
1.5

50.2

47.3
-17.9

29.4
11.6

41.0
-2.0

39.0
20.1

59.1
.5

59.7

646.4
11.7

634.7
1.1

635.8

709.1
10.3

698.8
1.1

700.0

780.4
8.9

771.5
1.1

772.7

829.1
7.3

821.8
1.1

822.9

888.4
6.9

881.5
1.1

882.6

SEsizmte.Esmiate. rly of Federal Financing Bank borrowings to finance off-budget prorams.

See atwtsedtble.
SConsists larply of trust fund surplus or deficit.
* Net of certain public debt not subject to limit.

Fiscal year 1976 figure includes reclassification of $471.000.000 of ExportlImport Bank certificates of beneficial interem t from aet sales to debt.

Smce Speod AMqs L U.S. Budget M Review.

C4~

14.3 64.1 72.7 50.2 59.7
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MEANS OF FINANCING OTHER THAN BORROWING FROM THE PUBLIC

[m atm af doam)

1978 Actal 1979 estmate 1980 ostim

Change In Tre cash ba e ...................................................................................... -$3,022 $7,444 ......................
Increment on gW ............................................................................................................ I .......... I.............................. ....

GaiO .U.S. o vamu tion adjust n t ................................................... ............ .......... 369 ..............................................
Gain4MF I n valuation adjustment ................................................................................ 2 .............................................
P r oo on Vs sa s ........................................................................................................ 180 2,500 ......................
In ee n in Lm A Wc ............................................................................. ........................ (,) ............................................

Decrease or increm (-) in cash and monetary assets ............. 2.471 9.944 ..............
Increase or decrease (-) in fb ties for:

Checks outs andnL etc .......................................................................................... 1,917 1,618 $1,175
D osit fund balances ............................................................................................. 247 -88 - 29

Seigniorage on coins ........................................................................................................ 367 820 1,084

Total ................................................................................................................... 60 12,294 1,961

' Lea than $W5,000.

FUNDS RAISED IN U.S. CREDIT MARKETS

[In tetos of dollars an percent]

Federal as
Total Federal percet oftowe

Fiscal year:
1976 ....................................................................................................................... $274.4 $82.9 30.2
1977 ....................................................................................................................... 379.9 53.5 14.1
1978 ....................................................................................................................... 472.6 59.1 12,5
1979 ' ................................................................................................................... 461.1 31.2 6.8
1980 , .................................................................................................................... 427.7 39.0 9.1

INTEREST RATES USED BY OMB IN THE MID-SESSION REVIEW TO ESTIMATE INTEREST ON THE PUBLIC
DEBT FOR FISCAL YEAR 1979 AND FISCAL YEAR 1980

pa percent]

interest rate
kb"Fceri F~w

13 weeks '............................................................................................................................................ 9.2 8.2
26 weeks '............................................................................................................................................. 9.4 8.6
52 weeks '.............................................................................................................................................. 9.6 8.8
I to 3 years ............ ............................................................................................................................. 9.4 8.8
3 to 6 years ............................................................................................................................................ 9.2 8.8
Ove 6 yeas ........................................................................................................................................... 9.0 8.8

'Fe, A pe a va.s
Bia, n d bosI
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FOREIGN HOLDINGS OF TREASURY PUBLIC DEBT SECURITIES, JUNE 30, 1979

mo unt Pcnt

Fore n and International offi a accounts ............................................................................................... $112.0 93.7
O thler ........................................................................................................................................................ 7.5 6.3

Total ........................................................................................................................................... 119.5 100.0

Sore: Office of te SemtWy of Tresu, Office of Goement Wic.

OWNERSHIP OF FEDERAL AGENCY DEBT, JUNE 30, 1979

twa amo" in milo]

ruttawig Prvatol/held

accounts

Fport/lmport Bank ........................................................................................... . ...... $960 $16 $944
Federal Administraton ........................................................................................ 562 144 418
Government Nat a Mortgage Association ..................................................................... 3,039 1,328 1,711
Postal Serm eI ........................................ ...................................................................... 250 37 213
Tennessee Valley Authority .............................................................................................. 1,725 ........................ 1,725
O0he I ............................................................................................................................. 798 92 706

Total ................................................................................................................... 7,334 1,617 5,717

Note.-Figum may nol ad to als due to roundin.
Su Office of the Secretr of the Tra, Office of oeent Fnmn.

Secretary MILLMR. The Federal Reserve holdings have been in-
creasing over this period of time. The total Federal Reserve hold-
ings at the end of June were $110 billion. Other government ac-
counts held $178 billion so that the total debt held within the
Government would be $288 billion.

The Federal Reserve holdings at the end of fiscal year 1970 were
$58 billion, in 1975 they were $80 billion, in 1976 they were $94
billion, and at mid-calendar year 1979 were at $110 billion. So from
1970, 58 to 110 is an increase of $52 billion.

Senator BYRD. Well, in 1975 there were $80 billion.
Secretary MIUXLR. In 1975 it was $80 billion, yes, sir. I can give

them to you year by year but it has gone from $58 billion to $80
billion at the end of 1975 and then scaled on up to the present $110
billion.

Senator BYRD. Thank you. I have other questions but I will yield
now to Senator Packwood.

Senator PACKWOOD. I have some questions of Mr. McIntyre.
Senator BYRD. Senator Chafes.
Senator CHAFRE. Mr. Chairman, this is really a question of the

committee as much as Mr. Miller. How long have we had this
request up here for the increase in the debt?

Secretary Mmuzi. Senator, I might say that this is a proposal
being made initially now, and the procedure is of course that the
bill will first be marked up in the House and then moved here.
Chairman Byrd has been, I think, extremely helpful in suggesting



16

to me, when I was considered for nomination, that we move early
on this and so it has come up much earlier than usual, I would say.

Senator CHAFEE. One of the problems I find, Mr. Chairman, is
that we are always put in an emergency situation when we take up
proposals to increase the debt ceiling. The day of reckoning is only
20 days off and so we better move quickly, and if we don't, the roof
is going to fall in, and I find that unfortunate. Maybe nothing can
be done about it. I suppose in the final analysis even though we
can all rant and rave about the debt, it stems from the fact that we
as Congress spend more than we take in, thus the debt has to be
increased. I noticed that the Secretary touched on that in his
statement.

Secretary MILLER. Senator, if you let your wife have a credit
card, when they come due you usually have to pay them. Or if your
wife lets you have a credit card, which is my case.

Ms. RIVLIN. Thank you, Mr. Secretary.
Senator CHAFEE. I apologize for not being here earlier, Mr. Chair-

man, but it seems to me that the Secretary has touched on this in
his own statement where he says on the bottom of page 4 that the
increase in the debt each year is simply the result of earlier deci-
sions of the Congress that puts the ball in our court and I just hope
that we can somehow get these debts under control.

Thank you.
Senator BYRD. Senator Chafee, in regard to your very justified

comment about being put under the gun, so to speak, with only 21
days, I mentioned this earlier, but I will mention at again since .ou
were not here, the only thing I can say about that, it is a slight
improvement over what we faced in 1966 or 1967 and throughout
that area when President Johnson was then President and the
procedure was to wait until the last day-the last day-to bring it
to the floor of the Senate. I remember it so well because I had an
amendment to reduce the increase in the ceiling and I lost that
amendment by one vote. Senator Smathers of Florida handled the
legislation and the argument that beat me was that if we did not
pass the debt ceiling bill precisely as it came from the House and
from this committee, then there would be no Fourth of July recess,
I found that to be a very persuasive argument against my position.
So I think we have improved a little bit. We have 21 days leeway
at this point.

Senator Long.
Senator LONG. Mr. Secretary, we usually ask the Treasury to

take into account inflation and productivity and a number of items
along that line. I believe your staff is familiar with that material.
Has your staff brought that information today?

Secretary MILLER. Well, Senator, my associate just points out to
me that these numbers published by the Commerce Department
were discontinued, and I think they were referred to as the Long
tables, which may have some relevance. They were published
through 1976 and they have not been since. They could be updated
if it would be desirable.

Senator LONG. I would like to have that information. I think it is
very helpful. It shows what is the net Federal debt.

Secretary MILLER. Yes.
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Senator LONG. I have some difficulty with the debt that the
Federal Government owes to the Federal Government. You recent-
ly came to the Treasury from the Federal Reserve and you must
know the Federal Reserve holds quite a bit of that debt. I was
under the impression that this Government owns the Federal Re-
serve. Is the right or not Mr. Secretary?

Secretary MILLFR. Well, the FederalReserve holds $110 billion of
securities and as a creditor of the Federal Government we might
say the Federal Reserve has a big stake in us, but the figures
certainly can be updated.

Senator LONG.I want to know, for example, how much do we
have in our trust funds. I also think it is good that those charts
that I have been asking for down through the years also show how
much we owe in terms of constant dollars. When you adjust for
inflation it does make a difference. They also relate the gross
national product to the debt, which is something President Kennedy
used to stress. If you relate the amount of money we owe to what we
have, it shows pretty goods things.

In other words, how much you owe is relevant to what your
income is, what you have to pay your debt with. The state of the
economy and how much we owe is relevant to what we have, to
how much the American people have in income and so forth. I
would like to ask if that information could be obtained and I would
like to have it made a part of this record, Mr. Secretary. I would
hope that it might even be made a part of the committee report. I
think it is useful for Senators to see how these things relate to one
another so that you can have a better perspective of what the whole
problem is.

Senator BYRD. Without objection, that will be made a part of the
committee record.

[The document to be furnished follows]:
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COMPARISON OF TRENDS IN FEDERAL DEBT AND GROSS NATIONAL PRODUCT

(Dolla amons In bOn)

Deb outisn med of year

H" by- ebtheld

Fiscal yar Gross The pubc GNP by
Federal Federal ov
debt Govenent Federal

accounts Tow Reserve Other
System

1954 ............................................................ $270.8
1955 ............................................................ 274.4
1956 ............................................................ 272.8
1957 ............................................................ 272.4
1958 ........................................................... 279.7
1959 ............................................................ 287.8
1960 ............................................................ 290.9
1961 ............................................................ 292.9
1962 ............................................................ 303.3
1963 ...................................... 1 .................... 310.8
1964 ............................................................ 316.8
1965 ............................................................ 323.2
1966 ........................................................... 329.5
1967 ............................................................ 341.3
1968 ............................................................ 369.8
1969' .......................................................... 367.1
1970' .......................................................... 382.6
1971 ............................................................ 409.5
1972 ............................................................ 437.3
1973' .... I ..................... 468.4
1974 ............................................................ 486.2
1975 ............................................................ 544.1
1976' ........................................................... 631.9
TQ ................................................................ 646.4
1977 ............................................................ 709.1
1978 ............................................................ 780.4
1979 estimate .............................................. 829.1
1980 estimate .............................................. 892.2
1981 estimate ................. 941.7
1982 estimate .............................................. 966.3

$46.3 $224.5
47.8 226.6
50.5 222.2
52.9 219.4
53.3 226.4
52.8 235.0
53.7 237.2
54.3 238.6
54.9 248.4
56.3 254.5
59.2 257.6
61.5 261.6
64.8 264.7
73.8 267.5
79.1 290.6
87.7 279.5
97.7 284.9

105.1 304.3
113.6 323.8
125.4 343.0
140.2 346.1
147.2 396.9
151.6 480.3
148.1 498.3
157.3 551.8
169.5 610.9
186.9 642.2
207.1 685.1
240.2 701.5
290.2 676.1

$25.0 $199.5 $363.6
23.6 203.0 380.0
23.8 198.5 411.0
23.0 196.4 432.7
25.4 200.9 442.1
26.0 209.0 473.3
26.5 210.7 497.3
27.3 211.4 508.3
29.7 218.7 546.9
32.0 222.4 576.3
34.8 222.8 616.2
39.1 222.5 657.1
42.2 222.5 721.1
46.7 220,8 774.4
52.2 238.4 829.9
54.1 225.4 903.7
57.7 227.2 959.0
65.5 238.8 1,019.3
71.4 252.3 1,110.5
75.2 267.9 1,237.5
80.6 265.4 1,359.2
85.0 311.9 1,457.3
94.7 385.6 1,624.7
96.7 401.6 1,718.5

105.0 446.8 1,845.7
115.5 495.5 2,061.6

6) (') 2,297.8
() (5) '2,510,1

C') <> 2,781.3
6') 6) 3,092.9

I Dun 1969, 3 Gowemmat.s sored enterprises becamW comoletoly pivatey o d, and their debt was removed from the tools fo the
Federal G ernmenL At Nh dates of their covs , gross Federal deb was reduced $10,700,0000. debt held by Government accouts was
ructled $10,000,000, and dd held by the pubic was reduced $10,1O,000,000.

' Gross Federal debt and debt held by the poli increased $1,600,000,000 due to a 'claasdatin of the Commodity C it Corporation
certcates of itert from ban assets to debt

ah A prnr ahgdup in 8 rcmmftng of trust fund beings of Treasury debt at the e o the noth increased gross Federal debt and debt
hd i Gornment a t by ab t $4.500,000,000.

'Gross Federal debt and de held by the ,blk kic ed $500,000,000 due to a rethoc reclasswation of the Expoeth-oort Bank
cetfates of beW cl interest from an assets

Not aile.
Son. Ww of Mgm enmt and Buge

$61.7
59.6
54.1
50.7
51.2
49.7
47.7
46.9
45.4
44.2
41.8
39.8
36.7
34.5
35.0
30.9
29.7
29.9
29.2
27.7
25.5
27.2
29.6
30.0
29.9
29.6
28.1
27.3
25.2
21.9



19

PERCENT DISTRIBUTION OF NET INDEBTEDNESS

Fiscl Federal plurslow kol

1954 ........................................................................................................ 44.1 7.6 48.3 51.7
1955 ........................................................................................................ 41.7 8.1 50.2 49.8
1956 ........................................................................................................ 38.6 8.4 53.0 47,0
1957 ........................................................................................................ 36.1 8.7 55.2 44.8
1958 ........................................................................................................ 35.2 9.1 55.7 44.3
1959 ........................................................................................................ 34.0 9.3 56.7 43.3
1960 ............. i .......................................................................................... 32.1 9.6 58.3 41.7
1961 ........................................................................................................ 30.9 9.8 59.3 40.7
1962 ........................................................................................................ 29.9 9.9 60.2 39.8
1963 ........................................................................................................ 28.7 9.9 61.4 38.6
1964 ...................................................................................................... . 27.1 9.9 63.0 37.0
1965 ........................................................................................................ 25.6 9.9 64.5 - 35.5
1966 ........................................................................................................ 24.0 9.9 66.1 33.9
1961 ...................................................................................................... 22.9 10.0 67.1 32.9
1968 .................................... 22.8 9.8 67.4 32.6
1969 ....................................................................................................... 21.1 10.1 68.8 31.2
1970 ........................................................................................................ 20.1 10.1 69.8 30.2
1971 .. ............. ..................... 19.8 10.4 69.8 30.2
1972 .......................................................................... . . . . . ...... 19.2 10.3 70.5 29.5
1973 ........................................................................................................ 18.2 9.9 71.9 28.1
1974 ....................................................................................................... 16.7 9.8 73.5 26.5
1975 ........................................................................................................ 17.7 9.5 72.8 27.2
1976 ........................................................................................................ 19.4 9.3 71.3 28.7
1977 ........................................................................................................ 19.3 9.1 71.6 28.4
1978 ........................................................................................................ 18.9 8.9 72.2 27.8

Sa, Wo Of Maemwt amd BWg

GROSS FEDERAL DEBT AND PER CAPITA DEBT

Fiscal year Q=S Federal debt GrossFera det

1954 ...................................................................................................................................
1955 ....................................................................................................................................
1956 .............................................................
1957 .............................................
1958 ......................................................................................................................
1959 ................................................................... .....................................................
1960 ....................................................................................................................................
1961 ....................................................................................................................................
1962 ....................................................................................................................................
1963 ....................................................................................................................................
1964 ............................................................ ......................... . .....................................
1965 ....................................................................................................................................
1966 ....................................................................................................................................
1967 ....................................................................................................................................
1968 ........................................................................ ,,...................................................
1969 ..................... .... ,.......... ......................... ..................................................
1970 ....................................................................................................................................
1971 ....................................................................................................................................
1972 ....................................................................................................................................
1973 ....................................................................................................................................
1974 ....................................................................................................................................
1975 ....................................................................................................................................
1976 ....................................................................................................................................
1977 ....................................................................................................................................
1978 ....................................................................................................................................

$270.8
274.4
272.8
212.4
279.7
287.8
290.9
292.9
303.3
310.8
316.8
323.2
329.5
341.3
369.8
367.1
382.6
409.5
437.3
468.4
486.2
544.1
631.9
709.1
780.4

$1.661
1,654
1,615
1,584
1,599
1,618
1,610
1,595
1,626
1,642
1,651
1,663
1,676
1,718
1,842
1,811
1,867
1,978
2,094
2,226
2,294
2,548
2,937
3,270
3,571
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GROSS FEDERAL DEBT / ND PER CAPITA DEBT-Continued

fisca year tkoss Federa b Gross Federal deW(lWltns) We cool&a

1979' -.................................. ................................ ... ....... . . . ... 829.1 3,765
19801 .............................................. .......... ........ . . . . . . . . . . . .......... 892.2 4,016
1981' ................................................................. ............. ...... . . . ... 941.1 4,200
1982' .............................................. . 9663 4,269

Estimate

Secretary MILLER. I submit that at the end of the 1950s, follow-
ing World War II, the debt in relation to our gross national product
was quite a bit higher because we had built up a heavy debt to pay
for the war. Steadily since then it has been declining. It was 62
percent in 1954. That is our Federal debt held by the public,
including what is held by the Federal Reserve. The debt held
outside the Government accounts was 62 percent of our GNP and
this year it will be down to about, oh, 27 or 28 percent. So that is a
normal phenomenon, that the economy grows faster than the debt
grows. Those are very relevant numbers and I will be pleased to
submit that.

Senator LONG. Can you give me your views on this? Let's assume
that half that debt is owed to the Federal Reserve. As a former
Chairman of the Federal Reserve, what difference does it make if the
debt is owed to the Federal Reserve as opposed to that same amount
of money being owed to private individuals?

Secretary MILLER. Just to put the numbers in perspective, of the
$805 billion of debt subject to limit that was outstanding on June
30, $110 billion was held by the Federal Reserve and $178 billion
was held by other government accounts so that the Federal Re-
serve and Government accounts held $288 billion.

Now that money that is held in Federal Reserve and Govern-
ment accounts needs to be netted; and obviously if that debt, which
is 36 percent of our debt, were held by outside interests it would
have had a very substantial effect on the funding requirements,
there is just no question. So that we own 36 percent of the debt
within the Federal system, from moneys that have been built up
either through the monetary system or through the surpluses that
have been accumulated through taxes in order to pay future re-
quired costs.

Senator LONG. My view is: Even if it is social security funds, to
the extent we have it invested in Federal funds somewhere we are
just that much ahead of the hounds.

Secretary MILLER. That is right.
Senator LONG. The people have paid over those funds and it

indicates a certain amount of restraint and sacrifice on the part of
the American people to make it available.

I am going to have to go and vote. I will come back with the
chairman as soon as I can. I think that will be about 7 minutes
from now.

Thank you.
[Whereupon, a short recess was taken.]
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Senator BYRD. The Chair is sorry about the interruption, ladies
and gentlemen.

As you know, the Senate is voting on mine legislation.
Mr. Secretary, what are the administration's plans with regard

to the Chrysler Corp.?
Secretary MILLER. Mr. Chairman, the Chrysler Corp. has indicat-

ed it has proposed a possibility of Federal assistance in its financial
needs to make the transition over the next year or two, and in
considering that the administration has determined that it is not
appropriate for Federal assistance to be given to private industrial
corporations as a general proposition. There are, however, excep-
tions that may exist where there is an overriding national interest.
In this case I believe there are national interest considerations
both in terms of employment outlook in some of our inner-city
areas, and in the need to maintain vital competition within a
major industry where there are only limited numbers of producers,
and in the importance of keeping the industrial capacity intact and
in contributing to the longer-term needs of our Nation.

For that reason, the administration has indicated a willingness
to Chrysler to consider some form of aid along the lines of a loan
guarantee, provided that the company could present a financial
plan which would show that it had received support, sacrifices,
inputs, contributions from all of the constituencies involved with
the company-from its financial lenders, from its creditors, from
its suppliers, from its employees, its management, its shareholders
and that the outlook would be for limited Federal aid in the form
of loan guarantees for a limited time looking to assure that the
company would maintain a viable posture. If all of those conditions
are met in the plan, I think we would be prepared to consider
bringing it to the Congress to see if such a program would be
compatible.

The company has not yet submitted to us a plan, so we are not at
this point in a position to know whether we have something that
we would be able to recommend to the Congress or not. We think
that we should not do this lightly; that any program should be one
that has shown primary responsibility and primary contributions
from those who have the direct interest. The Federal participation
should be limited in amount, in time, and should be well protected
to assure repayment and should merely fill in the gap that is
necessary to complete a program of transition.

Senator BYRD. What do you have in mind as to limit in amount
and limit in time?

Secretary MILLER. The corporation had suggested that it needed
$1 billion in tax credits. I believe that such tax credits are inappro-
priate and I would not recommend them. I would be opposed to
them. I think the $1 billion is far too large. I think we have got to
talk about considerably less than $1 billion, and I think we should
not talk in terms of tax credits which means putting taxpayers'
money in a very exposed condition. We should be talking instead
about guarantees of loans that are in a priority position, that are
well secured and well positioned. As far as time limit, experience
in the past has indicated such guarantees can run from 2 to 5
years, and I think that is the kind of periods we would look at.
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Now there have been other kinds of enterprises where longer
terms have been involved, and there will be a longer period with
perhaps something like New York City or with the railroads, but in
the case of an industrial enterprise-I believe Lockheed required 4
years.

Senator BYRD. The criteria you listed in considering the bailing
out of Chrysler-that criteria could apply to hundreds of corpora-
tions, could it not?

Secretary MILLn. Well, I don't think that is quite likely. I think
that is the combination of an oligopoly industry structure in a very
important industry where competitive factors are important and
where we have had the kinds of transitions because of the energy
crisis that have upset the historical patterns of products. Those are
unique, I believe, and I don't believe that would occur in many
other cases.

Senator BYRD. Why not relax the Government requirements?
Secretary MILLER. Well, some of the Government requirements

perhaps can be be relaxed and those should be considered on the
merits by agencies. There has been some relaxing on the agency
requirements and there may be other things that can be done that
would contribute to making the transition smoother. Those consid-
erations are in the hands of independent agencies that make the
determination on the merits. The Treasury would have to make
the determination on the merits whether a sound program would
help maintain, as I say, a competitive structure in a large industry
which has very few producers, and if we keep reducing the number
of producers, I think, long term we will lack the competitive vital-
ity that would be desirable.

However, I must hasten to say that I don't think the Govern-
ment should be involved in any bailout. I think a bailout means to
take the risk from those who normally bear it and place it on the
Government. In this case I think the Government's role of putting
in assistance would be one of being in a prime and priority position
and one in which there would be a fee paid for providing the
transition-bridging finance and that there would be high probabil-
ity of a timely repayment.

Senator BYRD. I don't quite understand your definition of a bail-
out. If the Government signs a note, it seems to me that is a pretty
good bailout.

Secretary MILLER. Well, the Government in most of these cases
receives a nice fee and never has to put up any money.

Senator BYRD. That is assuming everything turns out well.
Secretary MILLER. That is the one kind of plan we must present.

We must not present one which is likely to fail.
Senator BYRD. I hate to see the Federal Government getting into

the business of bailing out private businesses.
Secretary MILLER. I certainly agree
Senator BYRD. As I understand our economic system, it is a free

enterprise system in the sense that there is freedom to operate
and, if possible, to make a profit but I think there is also freedom
to go broke if you can't adequately handle and manage your own
business. Isn't that fundamental?
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Secretary MruLZ. It is very fundamental and, as a matter of
-- fact, it is very important to our system because the process of

failure is the purifying influence in our economy.
If we continue to prop up unecononlic units, we eventually dilute

the efficiency and the vitality of our economy. I could not agree
with you more.

In this case there may be a unique situation and, as I say, an
exception for a period of transition that is brought about by inter-
vening circumstances that may mean there is a public interest in
creating a period of shelter as we do in many cases of the unexpect-
ed. We did not expect the 10-fold price increase in energy in the
last 6 years that we have seen and that happens to coincide with
other objectives and environmental-

Senator BYRD. Chrysler is not the only company in the United
States that has been affected by that 10-fold energy cost.

Secretary MILLR. But in the auto industry the requirements are
so enormously expensive in relation to their capital that we may
well find that, regardless of the underlying principle we both agree
on there just may be a circumstance here where we will want to
try to maintain a competitive enterprise. I cannot tell you yet, Mr.
Chairman, whether we will bring you a plan. That depends, I
think, on our approach to this, which is that there should be a very
professionally prepared financial and operating strategy. If that is
done properly and well and if it appears that a limited amount of
Federal assistance would make that work, so that the Nation
would gain in long term the advantages I mention, then we
certainly will consider making a recommendation. If there is not
such a plan, then I don't believe it is likely that we will bring
anghing to you.

Senator BYRD. Would you require the elimination of dividends
during that 5-year period?

Secretary MILLER. I don't see how the Federal Government could
put itself in the position of signing someone's note, as you say, and
having the shareholders drain off money during the period when
we are providing support. It would be logical that dividends should
be discontinued.

Senator BYRD. I agree.
Secretary MnisR. I think other sacrifices will have to be made.
Senator BYRD. I think it is rather dangerous and I hope you will

give very long and careful consideration before bringing in a pro-
posal.

Secretary MILLER. Let me just restate the philosophy. There is no
one, I suppose, more dedicated than I am to the proposition that
our private enterprise system is essential to our national strength
and that that system means the opportunity to make investments
and to reap rewards in a private market economy, and it means
taking the risk, and that if there is a mistake or misjudgment that
there can be losses. When there are losses it usually means that
the mistake or the misjudgment means that you have an inefficient
unit that cannot compete and, therefore, I stand by that proposi-
tion.

I do recognize that any general proposition is subject to avoiding
an arbitrary attitude. That means that there can be no circum-
stances-earthquake, fire, storm-when we don't want to see some
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crux. We saw this in the Great Depression, where we did not injure
our enterprise system by helping a number of companies in what
was then a unique situation of a 15, 20 percent unemployment rate
and a need to get the economy going again. If in an industry there
is a depression or a big shock-I don't say we will, but we might be
willing to look at temporary help, not for the purpose of Govern-
ment taking over, but getting over the shock. We did it in the
depression and we have done it in the rubber industry, when we
wanted to build a synthetic rubber industry where we had to take
some of the risk on the Government but the enterprise system had
to carry it out ultimately.

Senator BYRD. Just one or two other questions. To go to the
expansion of the money supply, I am very much impressed by
economists and by business people in New York and elsewhere as
to the Euro-dollar market. As I understand it, and you can correct
me, variously there is no control over the lending of Euro-dollars
and the expansion of Euro-dollars. What is the total Euro-dollar
,market at the present time; do you happen to know?

Secretary MIu=R. Mr. Chairman, the estimates vary because the
data is not reliable. It varies-$600 billion to perhaps higher. Euro-
currencies, which not only include Euro-dollars now but include
Euro-deposits and loans and other currencies, those markets are
not currently subject to any direct control. They are subject, of
course, to the indirect control of the central bank and monetary
authorities who deal with the primary issuance of the underlying
currencies.

If you net down and take out interbank obligations, the size of
the Eurodollar market is considerably smaller, perhaps only $150
billion. It is that degree of net available credit that represents the
expansion of credit and is probably much smaller than most people
have estimated. The gross figures are quite large. The phenomenon
of Euroeconomy markets arose as a result of the great change in
oil prices and the growth of what we call petrodollars, large dollar
payments to oil producers which then need to be recycled for
investment or for portfolio holdings. The Eurocurrency markets
that grew to accommodate that have performed a great service.

In my role at the Federal Reserve I have favored a better under-
standing of those markets and a better surveillance of those mar-
kets. For example, central banks certainly had a greater obligation
to supervise their banks in the creation of lending and borrowing. I
think there is now in the international community a trend in that
direction. The United States does that but some countries only look
at their domestic situations. If they ignore the Eurocurrency mar-
kets there can be a far more dangerous possibility of overextension
of credit, of imprudent lending and of capital ratios that are far too
risky. So I think that surveillance comes into play.

In addition, I think we need to look at all the prudential aspects
that would assure that the banks do not in any way act improvi-
dently in this market. Then I think we can look at other tech-
niques and money control that might be exercised jointly in the
world that would help make sure that this market operates effi-
ciently but does not become a source of excess liquidity that will
merely fuel inflation in the world. It is a very serious problem and
it deserves attention, but its attention should be one that is, I
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think, knowledgeable and one of professional investigation rather
than being too much taken by the gross numbers which seem so
large and perhaps even disturbing.

Senator BYRD. You do feel that there is a potential of a danger
though with the ever expanding--

Secretary MILLER. I think it is important we develop an interna-
tional cooperation system soon and make sure that we do not have
an unbridled capacity to generate liquidity in this market.

Senator BYRD. As we go into the new year, what do you see the
inflation rate being?

Secretary MILLER. The inflation rate that I like to talk about is
the implicit deflator.

Senator BYRD. Is the what?
Secretary MILLER. The implicit deflator. The number that you

see a great deal is the Consumer Price Index which describes what
would be the current cost of buying a market basket of goods. The
trouble with that approach is that it does not reflect the whole
economy. It treats an area like housing as if everybody were
buying a house today and it ignores the fact that only a very small
percent of houses are actually in the market basket in any year.

, therefore, it tends to ride up the cost of all housing as if it were
being purchased today.

The implicit deflator figure is really what is happening in the
whole economy. If we are buying more automobiles, it reflects that,
and it helps us estimate what the inflationary impact of the real
activity in the economy is.

On that kind of a basis we are running something about 9, 9.5
percent currently. I see that coming down next year because we
will have passed the period of extraordinary increases in energy
and fuel and housing which, I think, will abate. The CPI on the
other hand is running, and has been running, 13 percent. I think
we have to expect that kind of inflation rate to continue double
digit this year on the average. I think it will be back down, prob-
ably into the single digit next year. The rate of progress is not
going to be enormous because of inflation that has built up over 15
years and that is deeply imbedded and built into indexes and the
system. It will take us a number of years to unwind it.

So I see us beginning to work off this plateau and move down-
ward. Provided we stick with our strategy, stick with our disci-
pline, stick with our austerity, then I see the inflation rate coming
down progressively over the next 5 or 6 years.

Senator BYRD. Senator Packwood has a question.
Senator PACKWOOD. The last time I heard a word like implicit

deflator was when Senator Moynihan and I were discussing tuition
tax credit and HEW-I think it was Joe Califano-who indicated
that the problem of having too many children was that you were a
victim of sibling overlap. I am going to have a hard time when I go
home saying there is a 13 percent inflation rate because they don't
understand the implicit deflator.

Secretary MILLER. I think you have to put it in terms theyunderstad
Senator PACKWOOD. When somebody says to you, what are your

revenue projections for next year and what rate of inflation are
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you basinq those on, is that normally on the rate of inflation or on
your implicit deflator index?

Secretary Miumz. I think all of those factors are taken into
account but basically looking at the revenue, you are looking at the
total economy so you are looking at all parts of it.

Senator PACKWOOD. If somebody says, is that based on a 7, 9, or
11 percent rate of inflation and they use the word "inflation,' what
do you presume they mean by this?

Secretary MITu.. Individuals in the street will mean the CPI.
Senator PACKWOOD. What do you mean?
Secretary MimsIn. I mean normally the overall economy because

I have to take account of exports, imports, things that don't show
up there. You are asking me from the point of view of looking at
the whole economy in revenues and outflow and a family does not
look at the total economy. They look at the things they buy. Many
things that operate in our economy are things that are in sectors. I
don't mean to complicate your life because we can all talk in CPI
terms but there is a divergence.

Senator PACKWOOD. I just want to know what Mr. McIntyre and
Miss Rivlin have to say because 'I know we have different projec-
tions in the Budget Committee on what we say is the rate of
inflation, but I want to know what you mean by the rate of infla-
tion.

Do you mean that the rate of inflation is measured by the
Consumer Price Index or by some other measure?

Secretary MLLER. I mean that when I talk, I try to say very
clearly, if I am talking about consumer price inflation, I use that
figure. If I am talking about the total economy, I use the deflators
that measure that and I try to make the distinction so that I don't
confuse people.

In this case maybe I am confusing you more by saying that, but I
don't know how else you would do it. If you look at two-thirds of
the economy and say its inflation for the year is 11 percent, and for
the other one-third of the economy it is only 8 percent, you have to
average those together to find out what the total is. That is all I
am saying.

Senator PACKWOOD. I have no further questions of the Secretary.
Senator BYRD. Just one additional question along that line. An

individual working in the Westinghouse plant or General Electric
or someone on the assembly line of Chrysler or General Motors or
a farmer or what have you, which indicator should he take or she
take?

Secretary MiLiR. For the individuals who are doing what you
are talking about, Mr. Chairman, the tie-in is to the Consumer
Price Index.

Senator BYRD. That is what they feel.
Secretary MiLuR. Yes.
Senator BYRD. That is the inflation rate that the average Citizen

feels is not the implicit deflator, if that is the correct term. If I am
right on that statement, it is not the implicit deflator but it is the
cost-of-living index.

Secretary MILLER. That is correct.
Senator BYRD. Just one final question. Do you foresee a tax

reduction during the Presidential year of 1980?
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Secretary MILLER. Mr. Chairman, I always like to answer your
questions as forthrightly as I can. I would have to say I just don't
know the answer to that question. I would say that if you ask me
under present conditions I would answer quite categorically. I don't
think that today's conditions are appropriate to consider a tax cut,
and certainly they are not appropriate, nor do I see the likelihood
that they will be for a general tax cut.

I do believe that, because we are in a recession; we must monitor
that recession, and if it deepens and worsens we must be prepared
to be realistic and look at whether we should take countercyclical
actions that could include spending or taxing decisions. If we do
that during this period, it will be because the conditions are worse
than they are currently indicated to be, and because we have not
beeriable t6 predict them well.

Senator BYRD. Now if we do that, and I assume that is what
probably will be done, we are doing precisely what has been done
or the past 20 years. The second thing is that it seems to me to go

directly counter to what you and others in the administration are
saying which is that we must lay out a course to combat inflation
and we must stick to that course and we must be willing to take
some austerity. Am I misinterpreting?

Secretary MILLER. No, I don't think you are misinterpreting at
all. I don't think the conditions are appropriate for a tax cut and
we must continue to demonstrate our commitment to fiscal disci-
pline. We must correct what has been going on for 20 years and
that is in 20 years, I think, we have had one Federal surplus and
we have had 19 deficits. We have got to return to the situation
where times of optimum use of our economy were in balance. If we
have overuse of our economy we are in surplus, but if we fall
substantially below our capacity , there will be a deficit because it
will come about from the fact that revenue drops and countercycli-
cal sending that is on the books will increase.

So in terms of business cycle, if there is a recession there will
always 1e a widening of the particular deficit or fiscal position.

If there is a serious recession, I think we have to all ask our-
selves what are the actions that are appropriate under those cir-
cumstances? They are not appropriate under the scenario I see at
the moment.

Senator BYRD. Thank you very much, Mr. Secretary. We appreci-
ate your being here.

Secretary MILLER. Thank you.
[The prepared statement of Secretary Miller follows:]

STATEMENT OF HON. G. WILLIAM MILLER, SECRETARY OF THE TREASURY

Mr. Chairman and Members of the Committee, my purpose here today is to advise
you of the need for an increase in the public debt limit, and to request an increase
in the authority to issue long-term Treasury securities in the market. After discuss-
ing these specific debt management requirements, I would like to comment on the
need to strengthen the process by which Congress establishes the debt limit.

Debt Limit
With regard to the debt limit, the present temporary limit of $830 billion will

expire at the end of September, and the debt limit will then revert to the perma-
nent ceiling of $400 billion. Prompt enactment of legislation is necessary to permit
the Treasury to borrow to refund maturing securities and to pay the Government's
other legal obligations.
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Our current estimates of the amounts of debt subject to limit at the end of each
month through the fiscal year 1980 are shown in the attached table. According to
the table, the debt subject to limit will increase to $883 billion at the end of
September 1980, assuming a $15 billion cash balance on that date. This estimate is
consistent with the budet estimates in the July 12 Mid-Session Review of the 1980
Budget and later revisions. The usual $3 billion margin for contingencies would
raise this amount to $886 billion. Thus, the present debt limit of $830 billion should
be increased by $56 billion to meet our financing requirements in fiscal 1980.

The amount of the debt subject to limit approved by Congress in the May 1979
Budget Resolution is $887 billion for the fiscal year ending September 30, 1980. Yet,
since the Budget Resolution does not have the force of law, it will be necessary for
Congress to enact a new debt limit bill before the Treasury can borrow the finds
needed to finance the programs approved by Congress last May.Early next week, the Treasury will announce offerings of 2-year and 4-year notes
to refund $5.9 billion of obligations which mature on September 30 and perhaps to
raise new cash. These new offerings will be scheduled to occur on or about Septem-
ber 25 and 26. Since September 30 is a Sunday the obligations maturing on Septem-
ber 30 cannot be paid off or refunded until Monday, ber 1, at which time the
present debt limit authority will have expired. Thus, without Congressional action
on legislation to raise the temporary debt limit by September 24, we will be forced
to postpone the 2-year and 4-year note offerings as delivery of the securities on
October 1 could not be assured. Failure to offer these securities as scheduled could
be disruptive of the Government securities market and costly to the Treasury.

Investors as well as dealers in Government securities base their day-to-day invest-
ment and market strategies on the expectation that the Treasury will offer and
issue the new securities on schedule. Delayed action by Congress on the debt limit,
therefore, adds to market uncertainties, and any such additional risk to investors is
Generally reflected in lower bids in the Treasury's auctions and consequently in
hiher costs to the taxpayer. To avoid this needless increase in the interest costs of

financing the public debt, I strongly urge that Congressional action on the debt
limit be completed as soon as possible.

I know that this Committee has made every effort in the past to assume timely
action by Congress on the debt limit. Yet, the record of the past two years has not
been good. During this period debt limit legislation was considered by Congress four
times. On three occasions action was not taken before the expiration date, and the
Treasury was unable to borrow until the Congress acted two or three days later.
Significant costs were incurred by the Treasury, and extraordinary measures were
required to prevent the Government from going into default. The Treasury was
required to suspend the sale of United States savings bonds, and people who depend
upon social security checks and other Government payments suddenly realized that
the Treasury simply cannot pay the Government's bills unless it is authorized to
borrow the funds needed to finance the spending programs previously enacted by
Congress.

You would agree, I trust, that it is essential that we do everything possible to
restore the confidence of the American people in their government. Unfortunately,
this objective has not been served by our recent experiences with debt limit legisla-
tion. Confidence in the management of the Government's finances was seriously
undermined each time the debt limit was allowed to lapse and we must all work to
avoid that outcome in this instance.

Bond Authority
I would like to turn now to our need for an increase in the Treasury's authority to

issue long-term securities in the market without regard to the 4% percent statutory
interest rate ceiling.

Under this Administration, the Treasury has emphasized debt extension as a
primary objective of debt management, a policy which we believe to be fundamen-
tally sound. This policy has caused a significant increase in the average maturity of
the debt, reversing a prolonged slide which extended over more than 10 years. In
mid-1965, the average maturity of the privately-held marketable debt was 5 years, 9
months. By January 1976, it had declined to 2 years, 5 months, because huge
amounts of new cash were raised in the bill market and in short-term coupon
securities. Since that time, despite the continuing large cash needs of the Federal
Government, Treasury has succeeded in lengthening the debt to 3 years, 8 months
currently.

Debt extension has been accomplished primarily through continued and enlarged
offerings of long-term bonds in our mid-quarterly refundings as well as routine
offerings of 15-year bonds in the first month of each quarter. These longer-term
security offerings have contributed to a more balanced maturity structure of the
debt, which will facilitate efficient debt management in the future. Also, these
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offerings have complemented the Administration's program to restrain inflation. By
meeting some of the Government's new cash requirements in the bond market
rather than the bill market, we have avoided adding to the liquidity of the economy
at a time when excessive liquidity is being transmitted into increasing prices.

Congress has increased the Treasury's authority to issue long-term securities
without regard to the 4% percent ceiling a number of times in recent years, and in
the debt limit act of April 2, 1979, it was increased from $32 billion to the current
level of $40 billion. To meet our requirements over the next 12 months, the limit
should be increased to $55 billion. While the timing and amounts of future bond
issues will depend on prevailing market conditions, a $15 billion increase in the
bond authority would permit the Treasury to continue its recent pattern of bond
issues throughout fucal year 1980.
Debt Limit Process

Mr. Chairman, I would now like to comment on the process by which the public
debt limit is established.

It is well recognized that the present statutory debt limit is not an effective way
for Congress to control the debt. In fact, the present debt limit process may actually
divert public attention from the real isue-control over the Federal budget. The
increase in the debt each year is simply the result of earlier decisions by Congress
on the amounts of Federal spending and taxation. Consequently, the only way to
control the debt is through firm control over the Federal budget. In this regard, the
Congressional Budget Act of 1974 greatly improved Congressional budget procedures
and provided a more effective means of controlling the debt. That Act requires
concurrent resolutions of Congress on the appropriate levels of budget outlays,
receipts, and public debt. This new budget process thus assures that Congress will
face up each year to the public debt consequences of its decisions on taxes andexpenditures.moreover, as I indicated earlier in my statement, the statutory limitation on the

p ublic debt occasionally has interfered with the efficient financings of the Federal
Government and has actually resulted in increased costs to the taxpayer.

Accordingly, the public debt would be more effectively controlled and more effi-
ciently managed by tying the debt limit to the new Congressional budget process. I
hope that we can work together to devise an acceptable way to do this. I understand
that considerable progress has been made in recent months by members of Congress
who have dedicated considerable time and effort to this purpose.

I applaud these efforts and I pledge my full support to secure enactment of this
important reform in the management of our nation's finances.Attachment.

ESTIMATED PUBLIC DEBT SUBJECT TO IMITATION FISCAL YEAR 1980

[Do m MAs]

Ws to $3.0000000

1979:
Septern e 28 ........................................................................................ . ........ 15 823 826
October 31 ................................... ....... ................................... . . ..... .. ........ 15 833 836
Novime 30 ......................................................................................................... 15 843 846
Decen 31 ......................................................................................................... is 844 847

1980: .
January 31 ........................................................................................................... 15 840 843
fM ar 3 29 ........................................................................................................... . 15 855 858
M arch 3 . ............................................................................................................. . 15 862 865
a 30 ................................................................................................................ 15 861

30 ................................................................................................................. 15 876 879
June 30 ................................................................................................................. 15 860 873July 31 ............................................................................. 15' 869 872
Au t 29 ............................................................................................................. 15 877 880
Se d er 30 ........................................................................................................ 15 883 886

'W$L., ded.m u CE 1514.000,000,000 budet MuUaO of $543,000,000,0, Vfied budget defict c4 $29.000,000,000, off-wudetoft d120"00
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Senator BYRD. The next witness is the Director of the Office of
Management and Budget, Mr. James McIntyre.

STATEMENT OF JAMES T. McINTYRE, DIRECTOR OF THE
OFFICE OF MANAGEMENT AND BUDGET

Mr. MCINTYRE. Thank you very much, -Mr. Chairman.
Mr. Chairman and Senator Packwood, it is a pleasure to appear

before this subcommittee today to support the Treasury's request
for an increase in the statutory debt limit and its proposals for
improving the management of the Federal debt. I would also like to
reiterate our support for the suggestion that the process of setting
the debt ceiling be modified to tie it more closely to the congres-
sional budget process.

I have a prepared statement, Mr. Chairman, that I would like to
submit for the record and just briefly summarize it and then an-
swer the committee's questions.

Senator BYRD. That will be fine. Your complete statement will be
put in the record.

Mr. MCINTYRE. Thank you Mr. Chairman.
The January budget estimates were discussed in my appearance

before the committee in February. My statement therefore deals
basically with the revised estimates. In July we issued the mid-
session review of the budget revising the budget estimates for 1979,
1980 and subsequent years. As a part of my testimony we have a
copy of this detailed review and the later revisions that have been
sent to the Congress, including some changes resulting from events
that occurred too late to be concluded in our mid-session review.

The request that the Treasury is making today is consistent with
the adjusted mid-session review estimates. The total amount to be
financed is $60 billion in 1979 and $58.9 billion in 1980. To arrive
at the final figures for change in the debt, such adjustments must
be made for means of financing other than borrowing.

Mr. Chairman, the details of the budget estimates, including the
mid-session review totals, are included in my statement and I
would submit them for the record.

Senator BYRD. Thank you, Mr. McIntyre.
[The prepared statement of Mr. McIntyre follows:]

STATEMENT OF JAMES T. MCINTYRE, JR., DIRECTOR OF THE OFFICE OF MANAGEMENT
AND BUDGET

Mr. Chairman and Members of the Committee, I am pleased to support the
Treasury's request for an increase in the statutory debt limit and its proposals for
improving the management of the Federal debt. I would also like to reiterate our
support for the suggestion that the process of setting the debt ceiling be modified to
tie it more closely to the congressional budget process.

The January budget estimates were discussed in OMB's appearance before the
Committee in February. My statement will discuss briefly our revised budget esti-
mates since January and their effect on the debt subject to the statutory limitation.
In July we issued the Mid-Session Review of the Budget, revising budget estimates
for 1979, 1980, and subsequent years. I would like to submit for the record a copy of
this detailed Review and later revisions that were sent to the Congress, including
changes resulting from events that occurred too late for us to incorporate them i,
the Mid-Session Review. The request that the Treasury is making today is consist-
ent with the adjusted Mid-Session Review estimates.
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BUDGrT TOTALS

As shown in the following table, the fiscal year 1979 budget deficit is now
estimated at $30.3 billion. This is $7.1 billion less than the estimate for the January
budget. Outlays of $496.8 billion are now estimated for 1979, and receipts of $466.5
billion. The current estimates call for total 1980 outlays of $543.3 billion, and
receipts estimated at $513.9 billion., The resulting deficit of $29.4 billion is $0.4
billion higher than the January budget estimate.

TABLE 1.-BUDGET TOTALS

(in Wica year &Wd MWn Of "MaI

AdWU 1918
1979 1980

Bud e receipts ......................................................................... .................................... 402.0 466.5 513.9
ud t ou ays .............................................................................................................. 450.8 496.8 543.3

Deficit (- ) .................................................................................................. . - 48.8 - 30.3 - 29.4

OUTLAYS AND RECPTS

Let me review the specific changes in the totals since the January budget.
Estimates of outlays for 1979 have been increased by $3.4 billion since the January
budget, to $496.8 billion. Outlays for the food stamp, social security, defense procure-
ment, medicaid, agricultural credit insurance, and disaster relief programs are
above the January estimates. These increases are partly offset by lower than antici.
pated spending in other areas, including the energy and employment and training
programs. Receipts for 1979 are now estimated at $466.5 billion, $10.5 billion higher
than the January budget estimate. The reduction in the 1979 deficit since January
is the net effect of a $10.5 billion increase in receipts, and a $3.4 billion increase in
estimated outlays. The $10.5 billion increase in receipts is due almost entirely to
higher than anticipated incomes and higher than expected tax collections on those
incomes.

Estimates of receipts for 1980 have also increased since January, from $502.6
billion to $513.9 billion. This $11.3 billion increase reflects both policy changes and
technical reestimates. The policy changes include congressional inaction on the
proposed real wage Insurance, which increases 1980 receipts by $2.3 billion, and the
Administration's proposed energy program, which increases receipts by $3.3 billion
in 1980. In addition, revised incomes resulting from the current economic assump-
tions and technical reestimates reflecting collection experience to date, add $5.6
billion to receipts in 1980. The effect on the deficit of this increase is offset by an
$11.7 billion increase in estimated outlays since January. The major increases since
January are in the estimates of outlays for income security benefits, health pro-
grms, veterans and net interest. The increases are largely attributable to the
higher inflation now expected. Other increases reflect the energy initiative and
reestimates for defense. The major decrease in outlay estimates is in the farm price
support program.

THE BUDGET BY FUND GROUP

Table 2 shows our current estimates of the budget surplus or deficit for 1979 by
fund group, and Table 3 shows the budget totals by fund group. The total decline in
the estimated unified budget deficit for 1979 since January is a combination of the
decline in the Federal fund deficit and a decline in the estimated trust fund surplus.

'The $0.3 billion increase to the estimates released on July 31 reflects the o, lays associated
with the transportation component of the energy initiative.
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Table 2.-SURPLUS OR DEFICIT BY FUND GROUP 1979

Federal fuud ................................................................................................................... - 55.2 - 46.8 8.4
Trust fuf ...................................................................................................................... 17.8 16.5 - 1.3
Off- g Federal entit ............................................................................................... - 12.0 - 13.2 - 1.2

TABLE 3.-BUDGET TOTALS BY FUND GROUP

(I fca n md W &W m of Uars]

MbM 1978
1979 1980

Recept:
Federal funds .......................................................................................................... 270.5
Trust funds ............................................................................................................. 168.0
Interfund transac ons ............................................................................................. - 36.5

317.1 340.3
189.4 217.2

-40.1 -43.6

Total, receipts ..................................................................................................... 402.0 466.5 513.9

Outlays:,
Federal funds ..........................................................................................................
Trust funds ..................................................................................................
Interfund transactions .............................................................................................

Tota, out . ................ I......................................................................................

Surlus or deficit (-)
Fedeal funds ..........................................................................................................
Trust funds .............................................................................................................

Total, su.ws or defict (-) ............................................................................

332.0 363.9 387.6
155.3 172.9 199.3

-36.5 -40.1 -43.6

450.8 496.8 543.3

-61.5 -46.8 -47.3
12.7 16.5 17.9

-48.8 -30.3 -29.4

Table 4 shows revised estimates of debt subject to statutory limitation, and
displays numerically the derivation of the change in debt subject to limit in 1978,
199 and 1980.

Let me take a moment to discuss this derivation. The unified budget deficit-$30.3
billion in 1979 and $29.4 billion in 1980-has to be frmanced, essentially, by borrow-
ing from the public. In addition, Treasury will issue debt securities subject to limit
to those trust funds with surpluses in 1979 and 1980. The trust funds as a whole are
expected to run net surpluses of $16.5 billion in 1979 and $17.9 billion in 1980.

Added to that is the borrowing requirement arising from the activities of off-
budget Federal entities, the largest of which is the Federal Financing Bank. Off-
budget deficits, like the budget deficit, must be financed by Government borrowing.
The deficits of off-budget Federal entities are estimated at $13.2 billion in 1979 and
$11.6 billion in 1980.

That brings us to a total aricimt to be financed of $60 billion in 1979 and $58.8
billion in 1980. To arrive at the rinal figures for change in the debt subject to limit,
adjustments must be made for means of financing other than borrowing, and for
minor changes in debt not subject to limit.

Means of financing, other than borrowing, include changes in cash balances, in
checks outstanding, seigniorage, and miscellaneous adjustments. The estimated in-
creases in debt subject to limit are $50.2 billion in 1979 and $59.7 billion in 1980.
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TaWe 4.-BUDGET TOTALS BY FUND GROUP

(M' fb yan nd bilon @ d0atM]

':ua 1911 1919 1980

ud de .................................................................................................................. 48,8 30.3 29.4
Portion of budget deficit attrbutable to trust funds splus........................................... 12.7 16.5 11.9

Fe " fn de i ................................................................................... 61.5 46.8 47.3
Deficit of off-budget Federal entities .............................................................................. . 10.3 13.2 11.6

Tot to be financed ............................ 71.9 60.0 58.9
Means of fianng otf than burrowng, a adjustments .............. 0.9 -9.8 0.6

Increase In debt subject to limit ...................................................................... .. 72.7 50.2 59.7
Debt subject to mi beginning of yea .......................................................................... 700.0 772.7 822.9

Debt subject to im end o year ...................................................................... 772.7 822.9 882.6

That concludes my prepared statement, Mr. Chairman. I would be happy to
answer any questions.
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INTRODUCTION

This document provides:

-- revised budget estimates for 1979 end 1980 as required
by Section 201 of the Budget and Accounting Act, as
amended

-- revised economic assumptions on which the new budget
estimates are based;

-- estimates and projections for 1981-1984; and

-- other information required by law.

By law, transmittal to the Congress of the budget revisions in
this document is required by July 15.



89

-2-

Part 1

THE CURRENT BUDGET OUTLOOK, 1979-1980

Budget Totals

The revised 1979 and 1980 estimates in this review reflect:

-- policy changes enacted by the Congress or proposed by
the President since the January budget and March
revisions were issued;

-- reestimates of receipts and outlays in light of economic
conditions and actual data in recent months; and

-- technical changes in many estimates.

The current estimates supersede the revised budget estimates
published in March. Table 1 compares the current estimates with
the Administration's January and March figures.

The 1979 deficit is now estimated to be $29.7 billion, $3.5
billion below the March estimate. The current estimate of the
1980 deficit is 928.7 billion, $0.3 billion above the March
figure. The reduction in the 1979 deficit since March is the net
effect of a $4.7 billion increase in receipts, to $466.5 billion,
and a $1.2 billion increase in estimated outlays, to $496.2
billion. The lower 1980 deficit is the net result of a $9.8
billion increase in receipts, to $513.8 billion, and a $10.1
billion increase in estimated outlays, to $542.4 billion.

Table 1.--BUDGET TOTALS
(in billions of dollars)

1978 1979 Estimate 1980 Estimate
Actual. Jan. March July Jan. March July

Receipts ....... .402.0 456.0 461.8 466.5 502.6 503.9 513.8
Outlays ........ 450.8 493.4 495.0 496.2 531.6 532.3 542.4

Deficit ..... -48.8 -37.4 -33.2 -29.7 -29.0 -28.4 -28.7

Budqet
authority..... 501.5 559.7 557.6 558.5 615.5 615.0 622.8
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Short-Range Economic Forecast

The economic outlook for calendar years 1979 and 1980 shows
higher inflation, lower real growth, and somewhat higher
unemployment than was forecast in January.

The rate of inflation, as measured by the Consumer Price Index
(CPI), is now forecast to be 10.61 during 1979 and 8.30 during
1980. 1/ These figures are above the January budget assumptions
by 3-1/4 percentage points for 1979# and by 2 percentage points
for 1980. The worsening in the price outlook for 1979 results
primarily from the larger than expected oil price increases
resulting from recent pricing decisions by the Organization of
Petroleum Exporting Countries (OPEC), and secondarily from higher
food prices and the effect of higher mortgage interest rates on
the costs of home financing.

The rate of real growth is substantially less than was forecast
in January -- by about 2-3/4 percentage points in 1979 and 1-1/4
percentage points in 1980. For 1979 real growth is negative,
with slow recovery in 1980. This lower growth is, in large part,
a result of the effects of higher inflation on consumer
purchasing power and spending. Sharply higher oil prices act
like a major tax increase to retard economic growth. As a result
of the lower real growth, the unemployment rate is expected to be
slightly higher during 1979 and 0.7 percentage point higher by
the end of 1980 than In the January forecast.

l/ The detailed program estimates in this review were prepared
prior to the June 28, 1979, OPEC oil price increases, on the
assumption of somewhat lower inflation rates than forecast
here. An estimate of the additional budget authority and
outlays for higher cost-of-living adjustments for indexed
benefit programs Is included in allowances. (See the
allowances section of Part 2.)
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Table 2.-- SHORT-RANGE ECONOMIC FORECAST
(calendar years dollar amounts in billions)

Actual
1977 17

Maior Economic Indicators

Gross national product, (percent
change, 4th quarter over
4th quarter):

Current dollars.................
Constant (1972) dollars...........

GNP deflator (percent change,
4th quarter 'over 4th quarter),...

Co-nsumer-Price Index (percent change,
December-over December).............

Unemployment rate (percent,
.4th quarter) ........................

11.9
5.5

6.1

6.8

6.6

13.1
4.4

8.3

9.0

5.8

Annual Economic Assumptions

Gross national product:
Current dollars:

Anmount... ...... ... .......... ...

Percent change, year over year.
Constant (1972) dollars:

Amount..........................
Percent change, year over year.

Incomes:
Personal income..................
Wages and salaries ................
Corporate profits .................

Price level:
GNP deflator:

Level (1972-100), annual
average........ .... ............

Percent change, year over year.
Consumer Price Index 1/:

Level (1967-100), annual
average.......................

Percent change, year over year.
Unemployment rates:

Total, annual average.............
Insured, annual average 2/ ........

Federal pay raise, October
(percent) 3/ ........................

Interest rate, 91-day Treasury
bills (percent) 4/ ..................

1,887
11.0

1,333
4.9

1,529
984
174

2,108
11.7

1,386
4.0

1,708
1,101

202

141.6 152.1
5.9 7.4

181.5
6.5

7.0
3.9

7.0

5.3

195.3
7.6

6.0
3.3

5.5

7.2

2,339 2,572
11.0 10.0

1,410 1,423
1.7 1.0

1,902 2,109
1,224 1,351

235 239

166.0 180.7
9.1 8.9

216.1
10.6

6.1
3.2

234.7
8.6

6.8
3.5

5.5 5.5

9.0 8.2

See footnotes on following page.

T

Forecast

9.2
-0.5

9.8

10.6

10.3
2.0

8.1

8.3

6.6 6.9
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Table 2 (continued)

1/ The index shown is the CPI for urban wage earners and
clerical workers. There are now two versions. of the CPI
published. One estimates the cost-of-living for wage earners and
clerical workers in urban areas; the other, more recently
developed, is more comprehensive, covering all urban dwellers.
The index shown here is that currently used, as required by law,
in calculating automatic cost-of-living increases for indexed
Federal programs.

2/ This indicator measures unemployment under State regular
unempToyment insurance as a percentage of covered employment
under that program. It does not include recipients of extended
benefits under that program.

3/ Pay raises become effective in October of each year --
the fTrst month of the new fiscal year. Thus, the October 1979
pay raise will set new pay scales that will be in effect during
fiscal year 1980. Under the comparability pay system, the
President makes recommendations for Federal pay rates each year,
after consultation with specified representatives. The projected
rates are simply assumptions for purposes of developing budget
estimates, and do not represent a prior determination of future
pay raise recommendations to be made by the President. Total
compensation of Federal employees includes elements that are not
included in pay.

4/ Average rate on new issues within period. Before the
1980 budget, interest rates for the forecast period were assumed
to remain at the levels prevailing at the time the estimates were
made. Because it would be unrealistic to assume continuation of
the same level of interest rates with changing inflation,
however, it is now assumed, by convention, that future interest
rates will change with the rate of inflation.
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Budget Receipts

The current estimate of 1979 receipts is $466.5 billion, $4.7
billion above the March estimate and $10.5 billion above the
estimate in the January budget. Receipts in 1980 are now
estimated at $513.8 billion, $9.8 billion above the March
estimate and $11.2 billion above the budget.

As shown in Table 3, policy changes since March have reduced
receipts by $0.3 billion in 1979 but added $5.6 billion to 1980
receipts. These policy changes include deletion of the proposed
real wage insurance, which increases 1980 receipts by $2.3
billion, and the Administration's proposed energy program, which
decreases receipts by $0.2 billion in 1979 and increases them by
$3.2 billion in 1980. The major components of the energy program
include:

-- phased deregulation of crude petroleum prices;

-- a proposed windfall profits taxI

-- proposed energy conservation credits;

-- proposed changes in foreign tax credits for oil and gas
extraction; and

-- the waiver of existing import fees and duties on
imported oil.

In comparison to the March estimates, revised incomes resulting
from the current economic assumptions increase receipts by $0.7
billion in 1979 and add $3.2 billion to receipts in 1980.
Technical reestimates, reflecting collection experience to date,
add an additional $4.2 billion in 1979 and $1.0 billion in 1980.
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Table 3.--CHANGE IN BUDGET RECEIPTS, 1979 and 1980

(in billions of dollars)

1979 1980

January budget estimate ..........................

Revised incomes and technical reestimates ..
Other... .. ............... ... ................

March estimate................................

Policy changes
Deletion of proposed real wage insurance....
Energy program:

Windfall profits tax ..................
Energy conservation credits ..............
Other income tax effects 1/ ............ /
Waiver of import duties and fees ........
Foreign tax credit......................

Subtotal, Energy program .............
Negotiated tariff reductions................
Other ....................................

Subtotal, Policy changes............
Revised incomes /........................../
Technical reestimates ........................

Current estimate...............................

456.0 502.6

5.8 1.3
* 0.1

461.8 503.9

--- 2.3

-0.3
0.1

-0.2

-0.1

-0.3
0.7
4.2

2.5
-0.1

0.6
-0.6
0.8

3.2
-0.2
0.2

5.6
3.2
1.0

466.5 513.8

1/ The effect of deregulation of crude petroleum prices on

income tax receipts is included under energy policy.

* $50 million or less.
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Budget Outlays

The current outlay estimate for 1979 is $496.2 billion, which is
$1.2 billion above the March estimate and $2.8 billion above the
estimate in the January budget. As Table 4 shows, the current
estimates for a variety of programs -- including food stamps,
social security, agricultural credit insurance, and disaster
relief -- are above the March estimates. These increases are
partly offset by lower than anticipated spending in other areas,
including energy programs and farm price supports. In addition,
the current estimates reflect the impact of a provision in the
1979 Labor-HEW Appropriations Act, which is expected to reduce
1979 outlays by $0.8 billion and budget authority by $1.0
billion. l/

Outlays for 1980 are now estimated to be $542.4 billion, $10.1
billion above the March estimate and $10.9 billion above the
January budget. The outlays associated with the two major
Administration initiatives announced since March -- the proposed
energy security trust fund and the Middle East peace treaty ---
were largely covered by the contingency allowance. The major
increases since March are in the estimates of outlays for income
security benefits, health programs, and veterans (which are $7.3
billion above the March estimate), and estimated net interest
costs (which have risen by $0.9 billion above the March
estimates). About $6 billion of the increase in these programs
is due to the revised economic forecast. The only major decrease
since March is in the estimate of outlays for farm price
supports.

The 1979 and 1980 outlay changes are discussed further in Part 2.

1/ An amendment to the 1979 appropriations for the Department
of Health, Education, and Welfare (HEW) requires a $1.0
billion reduction in total HEW appropriations through the
elimination of waste, fraud, and abuse. To conform with
this amendment, HEW has reduced budget authority in the
following areas: medicaid ($0.4 billion), aid to families
with dependent children (AFDC) ($0.4 billion), and basic
educational opportunity grants ($0.2 billion).

SS-126 0 - 60 - 4
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Table 4.--CHANGE IN BUDGET OUTLAYS, 1979 AND 1980

(in billions of dollars)

1979 1980

January budget estimate.........................
Changes:

Department of Defense......................
SBA disaster loans........................
Public service jobs.......................
Offshore oil receipts.....................
Contingency allowance.....................
All other, net ...........................

March estimate .................................
Changes:

Major Administration initiatives:
Middle East peace treaty:

Foreign aid ........................
Military sales trust fund ............

Energy security trust fund .............
General contingency allowance ............

Subtotal ........................

Income security, health, and veterans:
Food stamps .............................
Social security ........................
Unemployment compensation................
Medicare and medicaid..................
Coal miner benefits....................
AFDC.......o.............eeeoeeee.

Veterans and other; ......................
Allowance for indexed programs...........

Subtotal .........................
Other:

Farm price supports....................
Agricultural credit insurance ...........
Net interest ...........................
Energy function:

Strategic petroleum reserve...........
Other (excluding initiative) ..........

Disaster loans and relief ...............Transportation .........................
Natural resources......................
Department of Defense....................
Military sales trust fund (reestimate)...
Offshore oil receipts ...................
Targeted fiscal assistance .............
All other ...............................

Subtotal .......................

Current estimate...............................

493.4

0.5
0.5

-0.6
OJ6
0.1
0.5

531.6

0.2
0.1

0.6
-0.1

495.0 532.3

0.2
-0.2

-0.1

0.7
0.6
0.5

.0.1
0.4

-0.4
0.1

-0.6
1.1
0.5

-0.9
-0.6

0.5
-0.2

0.4
0.4

-0.3
-0.3
-0.2
-0.6

0.4

1.4
-1.1

1.7
1.5
1.4
0.9
0.6

-it

0.7
0.5

-1.9
0.1
0.9

0.7
-0.3

0.1
0.7
0.4
0.6

0.4
0.2
0.2

496.2 542.4

* S50 million or less.
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Budget Authority

Budget authority in 1979 is now estimated to be $558.5 billion,
$0.9 billion above the March estimate and $1.2 billion below the
January budget. The Middle East initiative, reestimates in the
military sales trust fund, the agricultural credit insurance
fund, and higher than anticipated disaster relief and food stamp
benefits account for much of the increase since March. These and
other increases are partly offset by an amendment to the 1979
Labor-HEW Appropriations Act, which is discussed in the previous
section, and by anticipated congressional action on 1979
supplementals, which decreases defense and rural housing and
shifts some funding for railroads from 1979 to 1980. Since the
Congress had not completed action on the 1979 supplementals at
the time the current estimates were prepared, the numbers shown
reflect the amounts in the supplementals passed by both the House
and the Senate. In those cases where the House and Senate
differ, the amounts closest to the Administration's request are
included.

The current estimate of 1980 budget authority is $622.8 billion,
$7.8 billion above the March estimate and $7.3 billion above the
budget estimate. The major increases reflect the proposed energy
security trust fund and revised estimates for food stamps,
medicaid, social insurance trust fund receipts, and net interest.
These increases are partly offset by a $2.6 billion decrease in
budget authority for the economic development initiative.
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Table 5.--CHANGES IN BUDGET AUTHORITY, 1979 AND 1980
(in billions of dollars)

January budget estimate...........................
Changes:

Military sales trust fund ...................
SBA disaster loans..........................
Offshore oil receipts.......................
Contingency allowance.......................
All other, net ..............................

March estimate ....................................
Changes:

Major Administration initiatives:
Middle East peace treaty:

Foreign aid ...........................
Military sales trust fund .............

Energy security trust fund...............
General contingency allowance ............

Subtotal..........................

Income security, health, and veterans:
Social insurance trust funds (receipts)..
Food stamps..............................
Coal miner benefits......................
Medicaid .................................
ADC......................................
Veterans......... .... ...................
Other.....................................

Subtotal ..........................
Other:

Revised economic development initiative..
Department of Defense ...... 40............
Rural housing ............................
ConRail...................................

Education and training...................
Military sales trust fund (reestimate)...
Agricultural credit insurance............
Disaster loans and relief ................
Net interest.............................
Offshore oil receipts....................
Targeted fiscal assistance ..............
All other, net ............................

Subtotal .........................

Current estimate...................................

1979

559.7

-3.8
0.6
0.6
0.5

*

1980

615.5

-0.1

-0.4

557.6 615.0

1.5
1.0

-0.6

1.8

-0.9
0.7
0.2

-0.4
-0.4

,

0.3

-0.4

-1.1
-1.0
-0.7
-0.6

1.5
0.8
0.6
0.5

-0.3
-0.2

0.2
3.1

-1.5

1.8

1.5
1.7
0.5
1.0

0.4
0.3

5.4

-2.6
0.1

0.6
0.5
0.1

0.9
0.4
0.2
0.5

-0.6 0.6

558.5 622.8

* $50 million or less.
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Comparison of Administration and Budget Resolution Totals

As the following table shows, the current Administration
estimates differ somewhat from the totals in the Third Budget
Resolution for 1979 and the First Budget Resolution for 1980.

Table 6.--ADMINISTRATION AND BUDGET RESOLUTION TOTALS
(in billions of dollars)

1979 1980
Third Mid-Session First Mid-Session

Resolution Review Resolution Review

Receipts ......... 461.0 466.5 509.0 513.8
Outlays .......... 494.45 496.2 532.0 542.4

Deficit..... -33.45 -29.7 -23.0 -28.7

Budget authority. 559.2 558.5 604.4 622.8

For 1979, the current Administration estimate of receipts is $5.5
billion above the Resolution, and the Administration estimate of
outlays is $1.75 billion above the Resolution. The current
Administration budget authority total is $0.7 billion below the
Resolution. In all cases, differences between the Administration
totals and the Resolution are due largely to estimating rather
than policy differences-. While the 1979 supplementals enacted by
both Houses of the Congress differ somewhat from both the
original Administration request arid the amounts assumed in the
Resolution, the current Administration estimates of budget
authority and outlays appear to be consistent with the
discretionary changes assumed in the Resolution.

For 1980, the current Administration estimate of receipts is $4.8
billion above the Resolution. The Administration estimates of
receipts include revenues of $2-1/2 billion for the windfall
profits tax and other energy initiatives that are not included in
the Resolution. In addition, the Administration estimates of
.receipts under existing law are above the Resolution estimates.

The Administration's estimate of 1980 outlays is $10.4 billion
above the Resolution, and budget authority is $18.4 billion above
the Resolution. These differences are due to a number of
factors. Differing assumptions about the costs of existing
entitlement programs and spend-out rates for programs such as
defense account for much of the difference. These estimating
differences are due in part to differing economic assumptions,
notably interest rates. The Resolution also assumes different
amounts for various discretionary programs and proposals.

The major differences between the Administration and Resolution
for 1980 are in the following areas:
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Defense and ir,ternational.--The Resolution budget
authority totals assume a $1.8 billion cut in defense, a
$0.6 billion downward reestimate in international
financial programs, and a $0.8 billion cut in other
international programs. The Resolution outlay totals
for these two functions are $3.4 billion below the
current Administration estimates. Over two-thirds of
the outlay difference appears to reflect technical
estimating differences.

Energy and related.--The Administration estimates
TiicIue 11.1 billion in budget authority and $1.4
billion in outlays for the proposed energy security
trust fund, which is not included in the Resolution.
The Resolution also assumes a $1.0 billion rescission of
budget authority for the strategic petroleum reserve,
and the outlays assumed in the Resolution for this
program are $1.7 billion below the current estimates.

Agriculture.--The Resolution estimate of outlays is $3.0
billion above the current Administration estimates,
largely because of different assumptions about outlays
for price support programs under existing law.

Income security and health.--The Resolution budget
authority and 0uta-y totals for these programs are $3.9
billion and $2.7 billion, respectively, below the
comparable Administration totals. Differing estimates
of food stamp benefits appear to account for almost half
of the outlay difference.

Net interest and offsetting receipts.--The Resolution
estimates of netinterest costs are $2.1 billion below
Administration projections, largely because the
Resolution assumes lower interest rates. Differing
estimates of offshore oil receipts reduce the Resolution
budget authority and outlay estimates by $0.6 billion in
relation to Administration estimates.

Commerce and housing credit.--The Resolution budget
authority Mo'al-Ti1T4 Billion below the Administration
because the Resolution assumes reductions in rural
housing and other credit programs. These changes have
virtually no Impact on outlays.

Other.--The Resolution assumes an across-the-board cut
r l.O billion in budget authority and outlays for
travel and other administrative costs. The Resolution
amounts for general purpose fiscal assistance are $0.9
billion below the Administration totals. The Resolution
totals for community and regional development and
education are above the Administration estimates, while
budget authority for training is below the
Administration estimate.



Table 7.--BUDGET RECEIPTS BY MAJOR SOURCE, 1978-1980
(in billions of dollars)

1978 1979 Estimate 1980 EstimatE
Actual January March Current January March Current

Individual income taxes .........

Corporation income taxes ........

Social insurance taxes and
contributions ..................

Excise taxes..................

Estate and gift taxes ...........

Customs duties ..................

Miscellaneous receipts..........

Total budget receipts..,

181.0 203.6 208.8 216.6

60.0 70.3 70.4 67.8

123.4

18.4

5.3

6.6

7.4

402.0

141.8

18.4

5.7

7.5

8.7

456.0

142.2

18.4

5.6

7.5

8.9
461.8

141.3

18.6

5.4

7.4

9.4
466.5

227.3 228.6 234.2

71.0 71.1 71.5

a''-a
161.5 161.3

18.5 18.6

6.0 5.9

8.4 8.5

9.9 10.0
502.6 503.9

162.6

21.2

5.7

8.1

10.4

513.8

a.



Table 8.--BUDGET OUTLAYS BY FUNCTION, 1978-1980,
(in billions of dollars)

1978 197
Actual Januar

F9 Estimate
March Current

1980 Estimate
January March Current

National defense 1/ .......................
International affairs .....................
General science, space, and technology....
Energy ....................................
Natural resources and environment .........
Agriculture ..............................
Commerce and housing credit ...............
Transportation ............................
Community and regional development ........
Education, training, employment,
and social services ......................

Health ....................................
Income security ...........................

(Social security) ......................
(Other) ................................

Veterans benefits and services ............
Administration of Justice .................
General government ........................
General purpose fiscal assistance .........
Interest ..................................
Allowances 2/ .............................
Undistributed offsetting receipts .........

(Employer share, employee retirement)..
(Interest received by trust funds) .....
(Rents and royalties on the
Outer Continental Shelf) ..............

Total budget outlays ............. 0

105.2
5.9
4.7
5.9

10.9
7.7
3.3

15.4
11.0

26.5
43.7

146.2
(92.2)
(54.0)

19.0
3.8
3.8
9.6

44.0

-15.8
(-5.0)
(-8.5)

114.5
7.3
5.2
8.6

11.2
6.2
3.0

17.4
9.1

30.7
49.1

158.9
(102.3)

(56.5)
20.3

4.4
4.4
8.9

52.8

-18.7
(-5.4)
(-9.8)

115.0
7.5
5.2
8.6

11.2
6.2
3.0

17.4
9.6

30.1
49.3

159.3
(102.3)

(57.0)
20.3

4.4
4.4
8.9

52.5
0.1

-18.1
(-5.4)
(-9.8)

115.5
7.3

.5.1
7.1

11.6
6.7
2.8

17.2
10.1

30.0
49.4

161.3
(102.9)
(58.3)

20.3
4.3
4.3
8.7

53.0

-18.4
(-5.4)
(-9.8)

(-2.3) (-3.5) (-2.9) (-3.2)

450.8 493.4 495.0 496.2

125.8
8.2
5.5
7.9

11.5
4.3
3.4

17.6
7.3

30.2
53.4

179.1
(115.2)

(63.9)
20.5

4.4
4.4
8.8

57.0
1.4

-19.0
(-5.5)

(-10.9)

126.0
8.2
5.5
7.9

11.5
4.33. 4'

17.6
7.4

30.2
53.4

179.3
(115.3)

(64.0)
20.4

4.4
4.4
8.8

56.9
2.0

-19.1
(-5.5)

(-10.9)

126.7
8.8
5.7
8.5

11.8
2.5
3.2

18.3
7.5

30.1
54.4

185.2
(116.8)
(68.4)

20.8
4.4
4.4
9.0

57.8
2.1

-18.7
(-5.5)

(-10.9)

(-2.6) (-2.6) (-2.3)

531.6 532.3 542.4

b..
U,

1/ The 1980 estimates include allowances for civilian and military pay raises for the Department
of Defense.

2/ The 1980 estimates include allowances for civilian agency pay raises, the energy security
trust fund, and contingencies for relatively uncontrollable programs.



Table 9.--BUDGET OUTLAYS BY AGENCY, 1978-1980
(in billions of dollars)

1970 1979 Estimate 1980 Estimate
Actuwl January March Current January March Current

Legislative branch ........................ 1.0 1.2 1.2 1.2 1.3 1.3 1.3
The Judiciary ............................. 0.4 0.5 0.5 0.5 0.6 0.6 0.6
Executive Office of the President ......... 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Funds Appropriated to the President ....... 4.4 5.1 5.3 5.1 5.1 5.1 6.3
Agriculture ............................... 20.4 20.2 20.2 21.5 18.4 18.4 18.4
Commerce .................................. 5.2 4.3 4.3 4.3 3.3 3.2 3.3
Defense--Military I/ ...................... 103.0 111.9 112.4 112.8 122.7 122.9 123.5
Defense--Civil ............................ 2.6 2.6 2.6 2.9 2.7 2.7 3.0
Energy .................................... 6.3 8.9 8.9 7.6 8.9 8.9 9.4
Health, Education, and Welfare ............ . 62.9 180.7 180.9 181.1 199.4 199.4 202.1
Housing and Urban Development ............. 7.6 9.0 9.0 8.9 10.6 10.6 10.8
Interior .................................. 3.8 4.0 4.0 4.0 3.8 3.8 3.8
Justice ................................... 2.4 2.6 2.6 2.5 2.5 2.5 2.5
Labor ..................................... 22.9 22.9 22.0 23.4 24.5 24.6 26.4
State ..................................... 1.3 1.4 1.4 1.5 1.7 1.7 1.7
Transportation ............................ 13.5 15.4 15.4 15.3 15.8 15.8 16.4
Treasury .................................. 56.4 65.5 65.2 65.3 69.9 69.8 70.6
Environmental Protection Agency ........... 4.1 4.2 4.2 4.4 4.8 4.8 4.8
General Services Administration ........... 0.1 0.2 0.2 0.1 0.1 0.1 0.1
National Aeronautics And Space
Administration ........................... 4.0 4.4 4.4 4.2 4.6 4.6 4.8
Veterans Administration ................... 19.0 20.3 20.2 20.3 20.5 20.4 20.8
Office of Personnel Hanaqement ............ 11.0 12.5 12.5 12.6 14.4 14.4 14.7
National Development Bank 2/ .............. --- - --- 0.2 ... ...
Other independent agencies ................. 14.4 14.1 14.7 15.0 13.4 13.5 13.7
Allowances 7/ 3/ ........................... --- . 0.1 --- 1.4 2.2 2.1
Undistrlbutegd offsetting receipts ......... -15.8 -18.7 -18.1 -18.4 -19.0 -19.1 -18.7

Total budget outlays .............. 450.8 493.4 495.0 496.2 531.6 532.3 542.4

1/ The 190 estimates include allowances for civilian and military pay raises for the Department
of Defense.

7/ After the January budget was submitted the President decided not to propose the National Devel-
opment Bank is a separate entity. rn March, the budget amounts for the Bank were included as an
allowance for community and regional development. In the current estimates, additional amounts of
economic development are included in the Departments of Commerce and Housing and Urban Development.

3/ The 1980 estimates include allowances for civilian agency pay raises, the energy security trust
funZ, and contingencies for relatively uncontrollable programs.

* $50 million or less.



Table 10.--UDGET AUTHORITY BY FUNCTION, 1978-1980
(in billions of dollars)

1978 1979 Estimate 1980 Estimate
Actual January March Current January March Current

National defense I/ .......................
International affairs ......................
General science, space, and technology ....
Energy ....................................
Natural resources and environment .........
Agriculture ...............................
Commerce and housing credit ...............
Transportation ............................
Community And regional development ........
Education, training, employment,
mnd social services ......................
Health .....................................
Income security ............................

(Sc'ial security) ......................
(Other'-...............................

Veterans benefits and services ............
Administration of justice .................
General qovernment ........................
General purpose fiscal assistance .........
Interest ..................................
Allowances 7/ .............................
UndistributWd offsetting receipts .........

(Employer share, employee retirement)..
(Interest received by trust funds).....
(Rents and royalties on the
Outer Continental Shelf) ..............

Total budget authority ............

117.9
9.8
4.9
8.2

13. 6
2.6
5.3

15.0
10.3

22.4
46.5

180.1
(88.0)
(92.1)

19.0
3.9
4.1
9.7

44.0

-15.8
(-5.0)
(-8.5)

127.9
13.6

5.4
7.6

13.0
8.3
7.0

20.0
8.1

33.0
52.5

191.0
(100.4)
(90.5)
20.5

4.3
4.5
8.8

52.8
0.1

-18.7
(-5.4)
(-9.8)

127.9
9.8
5.4
7.6

13.0
8.3
7.0

20.0
8.7

33.0
52.6

191.2
(100.7)

(90.5)
20.4

4.3
4.5
8.8

52.5
0.6

-18.1
(-5.4)
(-9.8)

126.9
13.8

5.4
7.4

13.1
9.1
6.1

19.2
9.3

32.5
52.2

191.2
(100.3)

(90.9)
20.5
4.2
4.4
8.5

53.0

-18.4
(-5.4)
(-9.8)

(-2.3) (-3.5) (-2.9) (-3.2)

501.5 559.7 557.6 558.5

138.2
13.7

5.7
19.5
12.9
4.9
8.3

19.1
11.3

30.9
57.6

214.5
(115.8)

(98.7)
21.0

4.3
4.5
8.8

57.0
2.4

-19.0
(-5.5)

(-10.9)

138.2
13.6

5.7
19.5
12.9
4.9
8.3

19.1
11.3

30.9
57.6

214.2
(115.6)

(98.6)
21.0

4.3
4.5
8.8

56.9
2.4

-19.1
(-5.5)

(-10.9)

138.4
14.1

5.9
20.2
12.9

4.9
8.3

19.9
8.7

31.4
58.9

218.3
(116.3)
(102.0) "

21.4 -J
4.3
4.5
9.0

57.8
2.7

-18.7
(-5.5)(-10.9)

(-2.6) (-2.6) (-2.3)

615.5 615.0 622.8

1/ The 1980 estimates include allowances for civilian and military pay raises for the Department
of Defense.

2/ The 1980 estimates include allowances for civilian agency pay raises, the energy security
trust fund, and contingencies for relatively uncontrollable programs.



Table 1l.--BUDGET AUTHORITY BY AGENCY, 1978-1980
(in billions of dollars)

1978 1979 Estimate
Actual January March Current

Legislative branch ........................
The Judiciary .............................
Executive Office of the President .........
Funds appropriated to the President .......
Agriculture ...............................
Commerce ..................................
Defense--Military I/ ......................
Defense--Civil ............................
Energy ....................................
Health, Education, and Welfare ............
Housing and Urban Development .............
Interior ..................................
Justice ...................................
Labor .....................................
State .....................................
Transportation ............................
Treasury ..................................
Environmental Protection Agency ...........
General Services Administration ...........
National Aeronautics and Space
Admintstretion ...........................

Veterans Administration ...................
Office of Personnel Management ............
National Development Rank 2/ ..............
Other independent agencies. ...............
Allowances 7/ 3/ ..........................
Undistributid offsetting receipts .........

Total budget authority ............

1.1
0.5
0.1
7.5

16.5
2.3

115.3
2.8

10.7
162.2

38.0
4.0;
2.4

20.0
1.5

13.5
56.8

5.5
0.2

4.1
19.0
18.2

14.6

-15.8

1.2
0.5
0.1

11.4
23.7
2.5

125.2
2.7
9.7

184.0
31.1
4.7
2.5

28.9
1.7

17.3
65.6

5.4
0.3

4.6
20.5
21.1

13.6
0.1

-18.7

1.2
0.5
0.1
7.6

23.7

125.2
2.7
9.7

184.4
31.1
4.7
2.5

28.9
1.7

17.3
65.3

5.4
0.3

4.6
20.4
21.1

14.2
0.6

-18.1

1.2
0.5
0.1

11.7
24.4

2.6
124.1

2.8
9.6

183.0
31.2
4.7
2.5

28.3
1.7

17.3
65.5

5.4
0.3

4.5
20.4
21.1

13.9

-18.4

501.5 559.7 557.6 558.5

1980 Estimate
January march Current

1.3 1.3 1.3
0.6 0.6 0.6
0.1 0.1 0.1
10.3 10.2 12.1
20.5 20.5 22.4
3.2 3.2 3.9

135.0 135.0 135.1
3.1 3.1 3.1
7.4 7.4 7.5

205.2 205.0 207.6
33.3 33.3 33.6
4.4 4.4 4.5
2.4 2.4 2.4

27.5 27.4 28.2
1.7 1.7 1.8

17.8 17.9 17.8
70.1 69.9 70.8
5.1 5.1 5.1
0.3 0.3 0.3

4.7
21.0
23.2

3.5
30.2
2.4

-19.0

4.7
20.9
23.2

30.2
6.0

-19.1

4.9
21.3
23.4

30.7
2.7

-18.7

615.5 615.0 622.8

1/ The 198f estimates include allowances for Milian and military pay raises for the Department
of Defense.

2/ After the January budget was submitted the President decided not to propose the National Devel-
opment Bank as a separate entity. In March, the budget amounts for the Bank were included as an
allowance for community and regional development. In the current estimates, additional amounts of
economic development are included in the Departments of Commerce and Housing and Urban Development.

3/ The 1980 estimates include allowances for civilian agency pay raises, the energy security trust
funW, and contingencies for relatively uncontrollable programs.

* S50 million or less.
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Table 12.--BUDGET SURPLUS OR DEFICIT (-) BY FUND GROUP AND TYPE OF TRANSACTION, 1978-1980
(in billions of dollars)

Federal Funds
Transactions with the public ...........
Transactions with trust funds ..........

Total .............................

Trust Funds
Transactions with the public ...........
Transactions with Federal funds ........

Total .............................

Suejet Totals
Federal funds ...........................
Trust funds .............................

Total ..............................

1978 1979 Estimate 1980 Estimate
Actual January March Current January March Current

-32.4 -24.3 -20.1 -14.9 -15.6 -14.6 -12.8
-29.1 -30.9 -30.9 -31.3 -33.5 -33.3 -34.7

-61.5 -55.2 -51.0 -46.2 -49.0 -47.9 -47.5
mmm-m =a--= =M M -Mmm ==.a- -MMMM -M-M

-16.4 -13.1 -13.1 -14.8 -13.4 -13.8 -15.8
29.1 30.9 30.9 31.3 33.5 33.3 34.7

12.7 17.8 17.8 16.5 20.0 19.5 18.9

-61.5 -55.2 -51.0 -46.2 -49.0 -47.9 -47.5
12.7 17.8 17.8 16.5 20.0 19.5 18.9

-48.8 -37.4 -33.2 -29.7 -29.0 -28.4 -28.7
u- M = = = M n - M M M M M M



Table 13.--BUDGET RECEIPTS AND OUTLAYS BY FUND GROUP, 1978-1980
(in billions of dollars) /

1978 1979 Estimate 1980 Estimate
Actual January March Current January March Current

Receipts
ed eral funds ..........................

Trust funds ...........................
Interfund transactions ................

Total .............................

Outlays
Federal funds .........................
Trust funds ............................
Interfund transactions .................

Total .............................

Surplus or Deficit (-)
Federa] funds .......................
Trust funds ............................

Total .............................

270.5 306.1
168.0 189.5
-34.5 -39.6

311.6189.9
-39.6

402.0 456.0 461.8 mm- m&= = =

332.0155.3
-36.5

361.3
171.7
-39.6

450.8 493.4
===aml mmmm

317.1189.4
-40.1

332.8212.2
-42.5

334.3211.9
-42.3

340.4217.1
-43.7

466.5 502.6 503.9 513.8

a'
362.5 363.3 381.8 382.3 387.9
172.1 172.9 192.2 192.4 198.2
-39.6 -40.1 -42.5 -42.3 -43.7

495.0 496.2 531.6 532.3 542.4
mmmmu mmmmm mmmmm

a

-61.5 -55.2 -51.0 -46.2 -49.0 -47.9 -47.5
12.7 17.8 17.8 16.5 20.0 19.5 18.9

-48.8 -37.4 -33.2 -29.7 -29.0 -28.4 -28.7
MMMMM mom =mom mvpmm mmmmn Mmmwm no===



Table 14.--DEBT SUBJECT TO LIMIT, 1978-1980
(in billions of dollars)

1978 1979 Estimate 1980 Estimate
Actual January March Current January March Current

Unified budqet deficit ....................... 48.8 37.4 33.2 29.7 29.0 28.4 28.7
Portion of budget defIcit attributable
to trust funds surplus or deficit (-) .... 12.7 17.8 17.8 16.5 20.0 19.5 18.9

Federal funds deficit ............... 61.5 55.2 51.0 46.2 49.0 47.9 47.5

Deticit of off-budget Oederal entities .... 10.3 12.0 12.0 12.4 12.0 12.0 16.1

Total to be financed ................. 71.9 67.2 63.0 58.6 61.0 59.9 63.6

Means of financing other than borrowing,
and other adjustments ....................... 0.9 -6.9 -9.5 -9.8 -0.8 -0.7 0.5

Change in debt subject to limit... 72.7 60.3 53.5 48.8 60.2 59.2 64.1

Debt subject to limit, beginning of
year I/ ..................................

Anticiiated debt subject to limit,
end of year I/ ............................

700.0 772.7 772.7 772.7 833.0 826.2 821.5

772.7 833.0 826.2 821.5 893.2 885.4 88.5.6

1/ The statutory debt limit is permanently established at $400 billion. Public Law 96-5 temporarily
increased the statutory debt limit to $830 billion through September 30, 1979.

IY

a=--_W=W= IIIm- IIW= ==mum II|I I IIMM2.
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Part 2

CHANGES IN BUDGET AUTHORITY AND OUTLAYS BY FUNCTION, 1979-1980

0501 NATIONAL DEFENSE

($ billions) .
Actual Estimate

1978 199 1989

Budget Authority

January and March estimates..............
Changes

DOD-Military .......................
Other ............... .. .............

Current estimate.........................

Outlays

January estimate .........................
March changes (DOD -- revised
supplemental) ........................

March estimates ..........................
Further changes:

DOD-Military:
Reestimates........ .............
Other ............................

Subtotal, DOD-Military.......
Other ...............................

Current estimate .........................

* $50 million or less.

117.9 127.9 138.2

-1.1- - 0.1

117.9 126.9 138.4

105.2 114.5

--- -0.5

105.2 115.0 126.0

--- 1.0
--- -0.6

0.4
0.1

105.2 115.5

The current estimates for Department of Defense (DOD) have been
revised to reflect recent spending experience and anticipated
congressional action on the supplemental requested by the
President. Congressional action on this request reduces the 1979
budget authority estimate by $1.1 billion. The corresponding
outlay reductions total $0.6 billion in 1979 and $0.4 billion in
1980. These outlay reductions are more than offset by upward

0.1
C

125.8

0.2

1.0
-0.4

0.6

126.7
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reestimates of $1.0 billion in both 1979 and 1980. The latter
reestimates reflect actual spending trends in recent months.

Other minor changes in the defense function are due to various
1980 budget amendments and to a distribution of 1979 Department
of Energy departmental administration account funds to the atomic
energy defense activities account.
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150: INTERNATIONAL AFFAIRS

($ billions)
.Actual Estimate

1978 1979 1980

Budget Authority

January estimate ...........................
March changes (military sales
trust fund) ............................

March estimate .............................
Further changes:

Policy changes:
Middle East peace treaty:

Foreign aid....................
Military sales trust fund ......

Aid to Turkey .....................
Other..............................

Reestimates:
Military sales trust fund.........
Other..............................

Current estimate ...........................

Outlays

January estimate...........................
March changes (military sales
trust fund) ............................

March estimate .............................
Further changes:

Policy changes:
Middle East peace treaty:

Foreign aid ............ ....
Military sales trust fund ......

Aid to Turkey .....................
Other.............................

Reestimates:
Military sales trust fund .........
Export-Import Bank................
Other .............................

Current estimate...........................

9.8 13.6

.. -3.8

9.8 9.8

--- 1.5
--- 1.0
--- 0.1

1.5
---- -C

13.7

-0.1

13.6

*

0.2

0.2

0.1
-0.1

9.8 13.8 14.1

5.9 7.3

--- 0.2

8.2

5.9 7.5 8.2

--- 0.2 0.4
.. -0.2 ---
--- 0.1 *

. .• 0.1

-0.3
--- 0.1
.. -0.2

0.2
-0.1

5.9 7.3 8.8

$50 million or less.

SS-126 0 - so - $
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The current estimate of 1979 budget authority for.this function
is $4.0 billion above the March estimate. This Increase Is
partly due to the additional budget authority for foreign aid
($1.5 billion) and for the purchase of military equipment from
the military sales trust fund ($1.0 billion) associated with the
Middle East peace treaty. The current 1979 estimates also
include an upward reestimate from March of $1.5 billion In net
budget authority for the military sales trust fund resulting from
Iran's cancellation of purchases of military equipment. In
March, there impact of the cancellation of Iranian orders was
overestimated. The current 1980 budget authority estimates
include a $350 million increase for the military sales trust.
fund, which reflects both increases for the Middle East peace
treaty and reestimates.

For outlays, offsetting changes leave the current 1979 estimate
only slightly lower than the March estimate. Decreases of $0.3
billion in 1979 for reestimates in the military sales trust fund
are almost offset by increases for the Middle East peace treaty
and other programs. The 1980 outlay estimate has increased $0.6
billion. Outlay increases of $0.4 billion for the treaty
arrangements for 1980 and $0.2 billion for the Export-Import Bank
account for almost all of the change.
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250: GENERAL SCIENCE, SPACE, AND TECHNOLOGY

($ billions)
Actual Est'imate
1978 1979 1980

Budget Authority

January and March estimates..............,
Changes

Space.............................
Science............................

Current estimate .........................

Outlays

January and March estimates..............
Changes-

Space.............................
Science............................,

Current estimate .........................

4.9 5.4 5.7

..* 0.2

4.9 5.4 5.9

4.7 5.2 5.5

--- -0.2 0.2

4.7 5.1 5.7

* $50 million or less.

There have been only two significant changes in this function
since March. The Administration has proposed a budget amendment
for 1980 that would provide an additional $220 million in budget
authority and $200 million in outlays for the space shuttle. In
addition, the current estimate of 1979 outlays for this function
is $0.2 billion below the earlier estimates largely because of an
increase in payments to NASA for work performed on contract to
other agencies and firms.
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270: ENERGY

Budget Authority

January and March estimates ................
Changes:

Energy security trust fund ...........
Strategic petroleum reserve..........
Naval petroleum reserve receipts .....
Other energy .........................

Current estimate ...........................

Outlays

January and March estimates ...............
Changes:

Energy security trust fund ...........
Strategic petroleum reserve .........
Naval petroleum reserve receipts.....
Other........0..........0............

Current estimate............................

* $50 million or less.

($ billions)
Actual Estimate
1978 1979 1980

8.2 7.6 19.5

-0.1

0.7

-0.2
0.2

8.2 7.4 20.3

5.9 8.6 7.9

-0.9

-0.6

0.1
0.7

-0.2

5.9 7.1 8.5

The current estimates of outlays and budget authority for the
energy function are substantially changed from the January and
March estimates. These changes are due to the President's
proposal for an energy security trust fund and to reestimates.

The proposed energy security trust fund consists of revenues from
the President's proposed windfall profits tax. In addition, an
appropriation to the fund will be requested based on the
Secretary of the Treasury's estimate of the additional corporate
income taxes paid by oil producers as a result of decontrol. The
proceeds from the fund will be used to aid low-income households,
provide additional assistance to mass transit, and increase
funding for energy supply and conservation investments. In the
energy function, the energy security trust fund increases 1980
budget authority by $0.7 billion and outlays by $0.1 billion.
The 1980 revenue loss associated with new tax expenditures is
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$0.1 billion, largely for long-term energy research, development,
and conservation. Additional amounts related to the energy
security trust fund are shown in the income security and
transportation functions, and in an allowance. The latter is due
to the fact that specific proposals have not yet been made for
use of all the amounts in the fund.

The remaining differences in the energy function reflect the
following changes:

Revised outlay estimates for the strategic petroleum
reserve reflect delayed filling of the reserve in 1979
because of unstable world oil markets. Deferral of oil
purchases until 1980 and future years, coupled with oil
prices substantially higher than those forecast in the
January budget, will likely result in future budget
increases above those planned in the January budget. l/

Delays in spending for other energy programs have
reduced estimated 1979 outlays by $0.6 billion below the
earlier estimates.

Naval petroleum reserve receipts estimates have been
increased by $0.2 billion in 1980 because of higher oil
price assumptions. This increase in offsetting receipts
reduces both budget authority and outlays.

The $0.1 billion decrease in 1979 budget authority
reflects congressional cuts in supplemental requests. A
$0.2 billion increase in 1980 budget authority for
energy conservation corrects a technical error in the
budget estimates.

1/ The estimates in this review include the Administration's
most recent comprehensive assessment of oil prices and fill
rates. The oil price assumptions do not reflect fully the
oil price increases announced since May, nor have the fill
rate assumptions been revised to reflect the results of an
in-depth review now underway, of the Administration's oil
purchase policy. Upon completion of this review and an
analysis of oil prices and other program uncertainties, the
Administration will provide the Congress with updated budget
estimates and program recommendations.
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300: NATURAL RESOURCES AND ENVIRONMENT

(S billions)
Actual Estimate
1978 1979 1986

Budget Authority

January and March estimates..............
Changes:

Corps of Engineers..................
Other ................................

Current estimate ...........................

Outlays

January and March estimates ................
Changes:

Corps of Engineers ...................
EPA sewage plant construction grants.
Other ................................

Current estimate ...........................

13.6 13.0 12.9

0.1

13.6 13.1 12.9

10.9 11.2 11.5

--- 0.3 0.3
--- 0.2 ---

10.9 11.6 11.8

* $50 million or less.

The current outlay estimates for this function are slightly above
the earlier estimates due largely to reestimates based on actual
experience to date. The budget authority estimates reflect
anticipated congressional action on supplementals.
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35as, AGRICULTURE

Budget Authority

January and March estimates.......... . .....
Changes

Agricultural credit insurance fund...Other ..............................

Current estimate.........................

Outlays

January and March estimates ..............
Changes:

Farm price supports:
Proposed legislation ..............
Existing law.....................

Agricultural credit insurance fund...Other ..............................

Current estimate.........................

* $50 million or less.

($ billions)
Actual Estimate
1978 1979 1980

2.6 8.3 4.9

0.8

2.6 9.1 4.9

7.7 6.2 4.3

-0.3
-0.4

1.1

0.3
-2.2

0.1
-a

7.7 6.7 2.4

The current estimates of budget authority and outlays for the
agriculture function are above the January estimates for 1979.
While the estimate of budget authority for 1980 is virtually
unchanged, the current estimate of 1980 outlays is significantly
below the earlier estimate.

The estimates for 1979 budget authority and outlays of the
agricultural credit insurance fund are substantially above the
budget estimates because demand for emergency loans has been much
greater than anticipated. The current estimate of new
commitments for emergency disaster loans in 1979 is $3.4 billion,
compared to $0.6 billion in the January budget. The estimate of
new commitments for emergency economic loans in 1979 has risen
from $2.5 billion to $3.0 billion. As a result, the current
estimate of 1979 outlays for agricultural credit insurance is
$1.1 billion above the January budget estimates.
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The reductions in estimated farm price support outlays under
existing law -- $0.4 billion in 1979 and $2.2 billion in 1980 --
stem largely from changes in the market outlook for agricultural
commodities. Grain prices have increased significantly, in part
due to anticipated larger exports and increased domestic use.
This increase in prices leads to lower income support
(deficiency) payments, since market prices are expected to be
nearer to or to exceed the target price. In addition, more
producers are expected to repay outstanding price support loans.
These reductions in farm price support outlays are the expected
result of the changes noted, and do not reflect any change in the
policies of the Administration.

Congressional delays in enacting the proposed food reserves shift
$0.3 billion of outlays under proposed legislation from 1979 to
1980. The current estimates for proposed legislation in 1980
also reflect payments under a new sugar program and an expanded
crop insurance program.
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370: COMMERCE AND HOUSING CREDIT

($ billions)
Actual Estimate

1978 1979 1980

Budget Authority

January and March estimates. ..............
Changes:

Rural housing programs...............
Other.................................

Current estimate ...........................

Outlays

January and March estimates................
Changes:

Rural housing programs ...............
Federal Deposit Insurance
Corporation .........................

Other ...............................

Current estimate...........................

* $50 million or less.

5.3 7.0 8.3

.. -1.0 ---
-- 0.1 *

5.3 6.1 8.3

3.3 3.0 3.4

--- -0.2 -0.2

3.3 2.8 3.2

The current estimate of 1979 budget authority for commerce and
housing credit is $1.0 billion below the budget because of
congressional inaction on a proposed supplemental for the rural
homeownership assistance program.

Estimated outlays for the function are $0.2 billion below the
earlier estimates for 1979 and 1980. Most of this change is due
to a decrease In net outlays by the Federal Deposit Insurance
Corporation, which have been revised downward as a result of
improves cash management techniques.
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400: TRANSPORTATION

($t billions)Estimate
1978 1979 19

Budget Authority

January and March estimates..............
Changes:

Energy security trust fund (proposed)
Purchase of ConRail securities .......
Other ............

Current estimate ........................

Outlays

January and March estimates..............
Changes:

Energy security trust fund (proposed)
Highways ...........................

Purchase of ConRail securities .......
Other aid to railroads ...............
Other ...............................

Current estimate ...........................

* $50 million or less.

15.0 20.0

-0.7

15.0 19.2

15.4 17.4

-0.1
-0.2

19.1

0.2
0.6

1

19.9

17.6

0.4
0.1
0.1
0.1

15.4 17.2 18.3

The current estimates for transportation outlays are $0.2 billion
below the earlier estimates for 1979 and $0.7 billion above the
earlier estimates for 1980.

Outlay estimates for highway programs in 1980 are $0.4 billion
above the earlier estimates for 1980 because obligations in 1979
are now anticipated to be about $0.9 billion higher than
previously estimated. Much of the increase is attributable to
accelerated construction of the Interstate highway system as
provided for in the 1978 Surface Transportation Assistance Act.
The current outlay estimates reflect Federal-aid highway
obligations of S8.5 billion in 1979 and $8.4 billion in 1980.

Outlay estimates for purchase of ConRail securities in 1979 are
$0.1 billion below the earlier estimates because of increased
revenues from ConRail operations. The 1980 outlay estimate is
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$0.1 billion higher than the march estimate, reflecting increased
purchases to cover a portion of higher estimated costs. Outlay
estimates for the Northeast corridor improvement project are $0.2
billion below the earlier estimates for 1979. The shortfall In
1979 is expected to be offset by higher outlays in 1980 and 1981.

The 1980 budget authority estimates include $0.2 billion for the
mass transit portion of the proposed energy security trust fund.
The budget authority estimates for ConRail reflect congressional
action shifting funds from 1979 into 1980 and 1981. Total
funding has not been changed.
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450: COMMUNITY AND REGIONAL DEVELOPMENT

($ billions)
Actual Estimate
1978 1979 1996

Budget Authority

January estimate ..........................
March changes (disaster relief) .........

March estimate.........................0....
Further changes:

Revised economic development
proposal ...........................

Disaster loans and relief ............
Other................................

Current estimate ..........................

Outlays

January estimate...........................
March changes (largely disaster relief).

March estimate .............................
Further changes:

Revised economic development
proposal ...........................

Disaster loans and relief ............
Other ................................

Current estimate ............................

10.3 8.1 11.3
___ 0.6 --

10.3 8.7 11.3

0.6
-2.6

10.3 9.3 8.7

11.0 9.1
--- 0.5

7.3
0.1

11.0 9.6 7.4

--- 0.5
-0.1

0.1
0.1

11.0 10.1 7.5

* $50 million or less.

Budget authority for community and regional development is above
earl ier estimates for 1979 and below earlier estimates for 1980.
Outlays are higher in 1979 and virtually unchanged in 1980.

Disaster relief accounts for almost all of the increase in 1979
budget authority and outlays. The current estimates include $1.8
billion in budget authority for disaster relief, compared to $1.2
billion in the March estimates and $0.6 billion in the January
budget. Budget authority requested for Small Business
Administration (SBA) disaster loans has increased by $1.0 billion
since January because of floods and storms in the southern and
north-central parts of the country, which have greatly increased
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the demand for SBA disaster loans. Budget authority for the
Federal Emergency Management Agency is $0.2 billion above the
March figure for similar reasons.

For 1980, the January budget included $3.5 billion in budget
authority for the proposed National. Development Bank.
Subsequently, the Pcesident decided not to propose the Bank as a
separate entity, and the $3.5 billion was shown as an allowance
for econo-.ic development in this function in the March update.
The current estimates no longer include this $3.5 billion, but do
include additional budget authority of $275 million for urban
development action grants in the Department of Housing and Urban
development, and $700 million for economic development programs
in the Department of Commerce under the proposed National Public
Works and Economic Development Act. The proposal consolidates
existing business development programs with financing incentives
previously considered for the National Development Bank.* The
need for additional budget authority is substantially reduced
because the proposal places major emphasis on using loan
guarantees as a development finance tool. Authority for $1.8
billion in loan guarantees is being requested.
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500: EDUCATION, TRAINING, EMPLOYMENT, AND SOCIAL SERVICES

1$ billions)
Actual Estimate
1978 1979" 198

Budget Authority

January and March estimates ................
Changes:

Education:
Higher education ..................
Other education ...................

Training and employment..............
Social services ......................

Current estimate ...........................

Outlays

January estimate...........................
March changes:

Training and employment.............
Social services ......................

March estimate.............................
Further changes:

Education:
Higher education..................0
Other education ...................

Training and employment ...............
Social services......................

Current estimate......................0.....

* $50 million or less.

22.4 33.0

--- -0.2
--- -0.1

-- -0.4

22.4 32.5 31.4

26.5 30.7

--- -0.6
--- _ 0.1

26.5 30.1 30.2

-0.1
-0.1
-0.1

0.1

26.5 30.0 30.1

There are a number of small changes in this function that are the
result of changed program partiolpation estimates, revised
Administration proposals, and a ruling of the Comptroller
General:

30.9

0.4
-0.1

0.1

30.2

-0.1

0.3

-0.3
*
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-- The 1979 estimates of budget authority for higher
education have been reduced by $169 million to reflect
the effects of an amendment to the 1979 Labor-HEW
Appropriations Act. I/

The 1979 estimate of outlays for higher education has
been reduced by $0.1 billion due to a reestimate of net
outlays for college housing loans.

The 1980 estimates for higher education reflect an
increase of $0.4 billion in budget authority and $0.3
billion in outlays. Most of this increase is due to
higher than anticipated participation in guaranteed
student loan programs, including revised estimates of
the effect that Administration proposals to phase out
OASDI student benefits are expected to have on the basic
educational opportunity grant program.

The 1979 budget authority request for training and
employment has been reduced by $0.4 billion, primarily
because a supplemental request to fund the private
sector initiative has been replaced by a reprogramming
of both the 1979 appropriation and the 1980 budget
request.

The 1980 budget authority estimate for training and
employment has been reduced by $122 million to conform
with the Comptroller General's ruling that the 1979
continuing resolution provided a 2-year appropriation
for the Comprehensive Employment and Training Act.
Thus, unobligated balances at the end of 1979 are
automatically available in 1980. Earlier Administration
estimates were based on the belief that the Act had
reappropriated these unobligated balances for 1980.

The 1980 outlay estimate for training and employment has
been reduced by $0.3 billion below the March estimate,
due primarily to lower than anticipated enrollment in
public service employment programs.

1/ An amendment to the 1979 appropriations for the Department
of Health, Education, and Welfare (HEW) requires a $1.0
billion reduction in total HEW appropriations through the
elimination of waste, fraud, and abuse. To conform with
this amendment, HEW has reduced budget authority in the
following areas: medicaid ($0.4 billion), aid to families
with dependent children ($0.4 billion), and basic
educational opportunity grants ($0.2 billion).
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Estimated 1979 outlays and 1980 budget authority for
grants to States for social services have been increased
by $0.1 billion due largely to higher than anticipated
State claims and continued growth in State and local
social services training.

The Administration's welfare reform proposal includes major
efforts to help welfare recipients find jobs and provide training
programs and public service jobs. While this proposal has no
budget effect in either 1979 or 1980, the current estimates
include an allowance for start-up costs in 1981 and increased
amounts for training and employment in 1982 and subsequent years.
These estimates are discussed in Part 3.

The following information is provided in fulfillment of the
requirement of Section 602 of the Comprehensive Employment and
Training Act, and revises information supplied in the Budget
Appendix for 1980 in the temporary employment assistance account
and in the March update.

-- The unemployment rate for 1980 is now estimated to be
6.8%.

-- The number of unemployed in excess of 4% of the labor
force is estimated to be 2.94 mil ion.

-- The average cost per year of a public service employment
opportunity is estimated to be $9,500.

The amount that would be needed to be appropriated to
provide public service jobs for 20% of the number of
unemployed in excess of 4%, taking into account
anticipated budget resources at the beginning of the
year, is $5,316 million.
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550: HEALTH

Budget Authority

January estimate ...........................
March changes (medicare) ................

March estimate ............................
Further changes:

Medicare:
Proposed legislation .............
Existing law......................

Medicaid:
Proposed legislation ...........
Existing law.....................

Other ............................... .

Current estimate ............................

Outlays

January estimate ...........................
March changes (medicaid) ................

March estimate ..............................
Further changes:

Medicare:
Proposed legislation ..............
Existing law ......................

Medicaid:
Proposed legislation ..............
Existing law.....................

Other................................

Current estimate ...........................

* $50 million or less.

($ billions)
Actual Estimate
1978 1979 1980

46.5 52.5 57.6

--- 0.1 -e

46.5 51.6 57.6

-0.4
_-- *

0.3

1.0

46.5 52.2 58.9

43.7 49.1 53.4
--- 0.1 ---

43.7 49.3 53.4

- - 0.2
-..0.1

_-- *

. ..

0.5
-0.2

0.6
0.1

43.7 49.4 54.4

The current estimates for health outlays are $0.1 billion above
the March estimates for 1979, and $I.0 billion above the March
estimates for 1980. Most of the changes are in the estimates for
medicare and medicaid.

The current estimates for total medicare outlays are $0.1 billion
above the March estimates for 1979 and $0.3 billion above March
estimates for 1980. The current estimates include the following,
partly offsetting, revisions:

55-126 0 - so - 6



78

-41-

The outlay estimates under existing law have decreased
by $73 million in 1979 and $220 million in 1980 primar-
ily as a result of a lower than originally projected
rate of hospital cost increases. This appears to be
largely due to the hospital industry's anticipation of
enactment of hospital cost containment legislation.

The savings anticipated from hospital cost containment
are now estimated to be $140 million in 1979 and $1,080
million in 1980. These savings are somewhat below the
January and March estimates because of refinements in
the Administration's proposal and because the revised
economic forecast raises the rate of hospital cost
increases allowed under the proposal.

Medicare savings of $68 million in 1980 that were
previously shown as proposed legislation will be
achieved under existing law. While this does not affect
total outlays, it does decrease outlays under existing
law and increase the estimates for proposed legislation.
In addition, estimated savings from some other
legislative proposals have been reduced.

The current estimates of medicaid outlays are virtually the same
as the March estimates for 1979 and $0.6 billion above the March
estimates for 1980. These changes are largely due to the
following, partly offsetting, revisions in the estimates for
benefits under existing law:

The current estimates for 1979 outlays (and budget
authority) have been reduced by $0.4 billion to reflect
an amendment to the 1979 Labor-HEW Appropriations
Act. l/

The current outlay estimates have increased by $0.3
billion in 1979 and $0.6 billion in 1980 as a result ofmore recent data on medicaid payments for nursing home
care and on projected State expenditures. These
increases will be financed by the $1 billion increase in
budget authority requested for 1980.

The Administration's national health plan, which is proposed to
become effective in 1983, is discussed in Part 3. Amounts for
this program are included in the allowances function for 1983 and
1984.

I/ An amendment to the 1979 appropriations for the Department
of Health, Education, and Welfare (HEW) requires a $1.0
billion reduction in total HEW appropriations through the
elimination of waste, fraud, and abuse. To conform with
this amendment, HEW has reduced budget authority in the
following areas: medicaid ($0.4 billion), aid to families
with dependent children ($0.4 billion), and basic
educational opportunity grants ($0.2 billion).
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6001 INCOME SECURITY

Budget Authority

January estimate .......................
March changes (largely social security).

March estimate ..........................
Further changes

Social security and railroadretirement...............,..........
Disabled coal miners benefits ........
Federal employee retirement and
disability .......................

Unemployment compensation..........
Food stamps.................. ....
Other nutrition programs.............AFDC...............................
Energy security trust fund (proposed)
Real wage insurance (proposal
dropped) ..........................

Other ..........

Current estimate ........................

Outlays

January estimate........................
March changes:

Unemployment compensation...........
Other ................. . ............

March estimate ..........................
Further changes:

Social security and railroad
retirement:

Proposed legislation ............
Existing law ............. ........

Disabled coal miners benefits ........
Federal employee retirement and
disability .......................

Unemployment compensation...........
Food stamps ..........................
Other nutrition programs.............

Energy security trust fund,'(proposed)
Real wage insurance (proposal
dropped)..........................

Other ................................

Current estimate........................

($ billions)
Actual Estimate

1978 179 198'

180.1 191.0 214.5
--- _ 0.3 -0.3

180.1 191.2 214.2

... -0.3 0.7
0.2 0.5

.. * 0.2
-0.4 0.4
0.7 1.7

--- 0.1 0.2
-0.4 -*
... . 0.5

-0.2
--- _ * 0.1

180.1 191.2 218.3

146.2 158.9

0.3
0.1

179. 1

0.3
-0.1

146.2 159.3 179.3

* 0.2
--- 0.6 1.4
--- 0.4 0.6

. .• 0.3
0.5 1.4

--- 0.7 1.7
--- 0.1 0.1
-- - 0.4 -*

0.5

---. -. - 0.2
* 0.1

146.2 161.3 185.2

* $50 million or less.
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The current outlay estimates for income security are $2.0 billion
above the March estimate for 1979 and $6.0 billion above the
March estimate for 1980. Most of the increases in 1980 are due
to revised economic assumptions.

In comparison to the March estimates, major changes in the outlay
estimates for benefits under existing law have been made in the
following areas:

Social security, railroad retirement, and Federal
retirement outlays are up by $0.6 billion in 1979 and
$1.6 billion in 1980 because of higher than anticipated
cost-of-living adjustments and reestimates reflecting
actual spending in recent months.

Estimates for-co-l miners benefits have been increased
by $0.4 billion in 1979 and $0.6 billion in 1980 to
reflect higher rates of claims approvals, higher
retroactive benefit payments, and a more rapid
processing of claims.

Estimates for unemployment compensation have increased
by $0.5 billion in 1979 and $1.4 billion in 1980 because
of revised economic assumptions and changes in
estimating methods.

Estimated food stamp outlays have increased by $0.7
billion in 1979 and $1.7 billion in 1980 primarily
because of an unanticipated increase in the
participation rAtes due to changes in the Food Stamps
Reform Act of 1977. Higher food prices also account for
a portion of the increase.

The 1979 budget authority and outlay estimates for aid
to families with dependent children (AFDC) have
decreased by $0.4 billion to reflect an amendment to the
1979 Labor-HEW Appropriations Act. I/

The current estimates also include the following changes in
outlays under proposed legislation:

1/ An amendment to the 1979 appropriations for the Department
of Health, Education, and Welfare (HEW) requires a $1.0
billion reduction in total HEW appropriations through the
elimination of waste, fraud, and abuse. To conform with
this amendment, HEW has reduced budget authority in the
following areas: medicaid ($0.4 billion), aid to families
with dependent children ($0.4 billion), and basic
educational opportunity grants ($0.2 billion).
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-- The energy security trust fund, which will help low-
income households meet the rising cost of fuel caused by
oil decontrol, increases 1980 outlays by $0.5 billion.

-- Deletion of the real wage insurance proposal decreases
1980 outlays by $0.2 billion.

A delay in the assumed effective date of several
proposed social security reforms -- from October 1, 1979
to January 1, 1980 -- increases 1980 outlays by $0.2
billion.

The Administration's proposed reform of the welfare system, which
includes revised income security benefit payments, has no budget
effect in either 1979 or 1980. The current estimates do include
an allowance for start-up costs in 1981 and increased amounts for
income security in 1982 and subsequent years. These estimates
are discussed in Part 3.
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700: VETERANS BENEFITS AND SERVICES

($ billions)
Actual Estimate
1978 1979 19F0

Budget Authority

January estimate.
March changes ............... e ......

March estimate .............................
Changes:

Compensation and pensions....,.......
Medical care ...............
Other ................................

Current estimate...........................

Outlays

January estimate............................
March changes...........................

March estimate ...................... 0......
Changes:

Compensation and pensions.............
Medical care......,...................
Other ................................

Current estimate.........................

* $50 million or less.

19.0 20.5
.. -0.1

21.0
-0.1

19.0 20.4 21.0

*

*

0.2
0.2

19.0 20.5 21.4

19.0 20.3 20.5
.. -0.1 -0.1

19.0 20.3 20.4

- 0.1
0.3
0.2

19.0 20.3 20.8

Outlays for veterans benefits and services are about the same as
estimated in March for 1979 and slightly above the March
estimates for 1980.

An increase in outlays for compensation and pension benefits of
S0.3 billion in 1980 is in large part due to higher cost-of-
living adjustments than anticipated in March.

Outlays for medical care have been revised upward by $0.2 billion
in 1980, reflecting a reestimate of the cost savings associated
with proposed legislation requiring health insurers to reimburse
the VA for treatment of insured veterans non-service-connected
disabilities, and additional costs associated with implementation
of the Veterans Health Care Amendments Act of 1977.
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750: ADMINISTRATION OF JUSTICE

(S billions)
Actual Estimate
1978 1979 190

Budget Authority

January and March estimates ...............
Changes .......

Current estimate............. ............

Outlays

January and March estimates ................
Changes ................................

Current estimate...........................

* $50 million or )ess.

3.9 4.3 4.3

3.9 4.3 4.3

3.8 4.4 4.4
.... _ -0.1 -*

3.8 4.3 4.4

The current estimates of outlays for 1979 are $91 million below
the earlier estimates due to a number of small reductions,
largely reestimates, throughout the function.
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000: GENERAL GOVERNMENT

Budget Authority

JanuAry and March estimates ................
Changes ................................

Current estimate..*........................

outlays

January and March estimates ................

Changes .................................

Current estimate ...........................

($ billions)
Actual Estimate
1978 1979 198

4.1 4.5 4.5
... .-0.1 *

4.1 4.4 4.5

3.8 4.4 4.4

--- -0.1 -*

3.8 4.3 4.4

* S50 million or less.

Budget authority and outlays for programs In the general
government function are slightly below the January and March
estimates. The current estimates reflect congressional cuts in
the 1979 amounts for construction of the new Senate office
building, and for purchase of new automobiles by the General
Services Administration.
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850: GENERAL PURPOSE FISCAL ASSISTANCE

(0 billions)
Actual Estimate
1978 1979 1986

Budget Authority

January and March estimates................
Targeted fiscal assistance..............
Other ..................................

Current estimate...........................

Outlays

January and March estimates................
Targeted fiscal assistance..............
Other ...................................

Current estimate ...........................

9.7 8.8
--- -0.2

-- *-

8.8
0.2

9.7 8.5 9.0

9.6 8.9
-0.2

*

8.8
0.2

9.6 8.7 9.0

* $50 million or less.

The January budget included $250 million in budget authority and
outlays for targeted fiscal assistance in 1979 and $200 million
in 1980. The current estimates include no funding for this
program In 1979 and $350 million in budget authority and outlays
for 1980. The decrease in 1979 is due to congressional inaction.
The increase in 1980 reflects the increase in the projected rate
of unemployment.
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900: INTEREST

,billions)Actual Estimate
1978 1979 1980

Budget Authority and Outlays

January estimate ........................... 44.0 52.8 57.0
March changes ........................... --- -0.3 -0.1

March estimate..............................44.0 52.5 56.9
Further changes:

Interest on the public debt .......... --- 0.3 1.9
Interest on loans to the Federal
Financing Bank ...................... --- 0.2 -0.7

Other ................... . ............ --- -* -0.3

Current estimate ............................. 44.0 53.0 57.8

* $50 million or less.

Estimated interest outlays exceed the March estimates by $0.5
billion in 1979 and $0.9 billion in 1980. The effect of lower
borrowing requirements is more than offset by higher assumed
interest rates for the forecast period. Interest rates on short-
term Treasury securities are assumed to be 0.2 percentage points
higher in 1979 and 0.6 percentage points higher in 1980 than in
the earlier estimates. The recent increase in the interest rate
on United States savings bonds, from 6.0% to 6-1/2%, adds an
estimated $0.3 billion to the 1980 estimates for interest on the
public debt.

Current estimates of interest on the public debt are $60.1
billion in 1979 and $67.6 billion in 1980. These estimates
compare to $48.7 billion in 1978.

The estimates of interest on loans to the Federal Financing Bank
(FFB) for 1979 have been reduced by $0.2 billion (thus increasing
outlays) because collections have been less than projected. The
$0.7 billion increase in 1980 receipts (which decreases outlays)
reflects higher interest rates and reestimates of loan activity.

Net interest, which includes the interest function and interest
received by trust funds, is currently estimated to be $43.2
billion in 1979 and $46.9 billion in 1980. These estimates are
$0.5 billion above the March estimate for 1979 and $0.9 billion
above the March estimate for 1980.
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920: ALLOWANCES

Estimate
$ billions)

1979 1980

Budget Authority

January estimate ..............................
March changes (contingencies).................

March estimatV ................................
Further changes:

Energy security trust fund (proposed) ......
Contingency allowance for relatively
uncontrollable programs.................

Other contingencies......................

Current estimate ...........................

Outlays

January estimate ..............................
March changes (contingencies) ................

March estimate ...............................
Further changes:

Energy security trust fund (proposed) ......
Contingency allowance for relatively
uncontrollable programs..................

Other contingencies ..... ...........

Current estimate ..............................

0.1
0.5

2.4

0.6 2.4

--- 1.6

--- 0.1
-0.6 -1.5

--- 2.7

--- 1.4

0.1 0.6

0.1 2.0

--- 0.8

--- 0.5
-0.1 -1.1

2.1

The current estimates include no allowances for 1979. Like the
earlier estimates, current amounts for 1980 include $0.9 billion
in budget authority and outlays for civilian agency pay raises.
The current estimates for 1980 also include an allowance for
relatively uncontrollable programs of $0.1 billion in budget
authority and $0.5 billion in outlays. These amounts allow for
somewhat higher cost-of-living increases in various retirement
and other income security programs than were assumed at the time
that the detailed program estimates for this review were
prepared. Not all of the effects of the recent OPEC price change
could be taken into account in the detailed estimates in time for
this review. The amounts in this allowance will be distributed
among the individual programs at a later time.
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An allowance for the energy security trust fund is included,
reflecting amounts still to be allocated to specific proposals.
Additional amounts are classified in the energy, income security,
and transportation functions.

The general contingency allowance for 1979 and 1980 included in
the March estimates has been distributed to specific programs,
such as the Middle East peace treaty and the energy security
trust fund.
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950: UNDISTRIBUTED OFFSETTING RECEIPTS

($ billions)
Actual Estimate

197.8 T79 T98

Budget Authority and Outlays

January estimate ...........................
March changes:

Offshore oil receipts ................
Interest received by trust funds.....

* March estimate..............................
Changes:

Offshore oil receipts................
Interest received by trust funds .....
Employer sharo, employee retirement..

Current estimate ...........................

* $50 million or less.

-15.8 -18.7 -19.0

-10.6 -*

-15.8 -18.1 -19.1

--- -0.3 0.4
*t

-15.8 -18.4 -18.7

The current estimates of undistributed offsetting receipts are
$0.3 billion above the March estimates for 1979 and $0.4 billion
below the March estimates for 1980. These changes decrease
budget authority and outlays in 1979 and increase them in 1980.

Receipts from offshore oil leases are now estimated at $3.2
billion in 1979 and $2.3 billion in 1980. The $0.3 billion
increase in 1979 receipts is due to higher than anticipated
revenues from the recent sale in California. The $0.4 billion
decrease in 1980 is a result of a proposed new oil and gas
leasing program recently announced by the Secretary of the
Interior. The new program shifts sales previously scheduled in
1980 to 1981 and future years.
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OUTLAYS OF OFF-BUDGET FEDERAL ENTITIES, 1978-1980

( $ billions)
actual Estimate
1978 I979 1980

January and March estimates................ .10.3 12.0 12.0

Changes:
Federal Financing Bank................ --- 1.5 3.8
Postal Service ......................... --- -1.1 0.3
Other ................................ . --- - *

Current estimate ........................... 10.3 12.4 16.1

* $50 million or less.

While the total outlay estimates for off-budget Federal entities
in 1979 are only slightly higher than the March estimates, they
reflect significant offsetting changes in the estimates of the
Postal Service and the Federal Financing Bank (FF8). The 1980
outlay estimates for off-budget entities are up substantially,
due largely to an increase in FFS outlays.

The current estimates for Postal Service outlays are S1.1 billion
below the earlier estimates for 1979 and $0.3 billion above the
earlier estimates for 1980. Higher cost-of-living increases
resulting from collective bargaining agreements add S0.3 billion
and $1.0 billion to 1979 and 1980 outlay estimates, respectively.
These increases are offset by downward reestimates of operating
receipts and expenditures, elimination of the allowance for
contingencies, and deferral of expenditures related to contingent
liabilities of the Postal Service.

Outlays by the FFB are now estimated to be $13.0 billion in 1979
and $15.1 billion in 1980. These estimates are $1.5 billion
above the earlier estimates for 1979 and $3.8 billion above the
earlier estimates for 1980. Higher than previously anticipated
purchases of loan assets, largely from the Farmers Home
Administration, increase estimated outlays by $2.4 billion In
1979 and S5.3 billion in 1980. These increases are partly offset
by lower than previously estimated purchases of guaranteed loan
originations, largely from the Rural Electrification
Administration, which reduce outlays by $0.8 billion in 1979 and
S1.6 billion in 1980.
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Part 3

LONG-RANGE BUDGET OUTLOOK

This section presents the long-range budget outlook. As required
by law, it also contains projected outlays for open-ended
programs and fixed costs, and spending from balances of budget
authority for non-mandatory programs.

Long-Range Economic Assumptions and the Budget Outlook

Long-Range Economic Goals.--The long-range economic 'assumptions
differ in nature from the short-range economic forecast presented
earlier. These assumptions are not forecasts of economic events*
but projections that assume progress in moving toward lower
unemployment rates and greater price stability.

Two sets of longer-range economic assumptions, and budget
projections corresponding to each, are shown. One set, discussed
in this section, assumes the achievement of the medium-term goals
specified in the Pull-Employment and Balanced Growth Act of 1978
(the Humphrey-Hawkins Act). These goals are highly ambitious and
may be difficult to achieve. The other set of assumptions,
discussed in a later section, are less ambitious.

The medium-term economic goals stated in the Full Employment and
Balanced Growth Act of 1978 are: attainment of an unemployment
rate of 4.0% for the entire civilian labor force (and 3.0% for
adult workers aged 20 and over); and an Inflation rate of no more
than 3.0% per year, as measured by the Consumer Price Index.
Both qoals are assumed to be attained by the end of calendar year
1983. These goals are shown in Table 18.

Budget Totals.--As shown in Table 15, outlays consistent with the
Humphrey-Hawkins goals are projected to rise $196 billion, from
$542 billion in 1980 to 8738 billion in 1984. Receipts under
these economic assumptions are projected to increase more
rapidly, from $514 billion in 1980 to S825 billion in 1984.
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Table 15.--THE BUDGET OUTLOOK, 1980-1984

(in billions of dollars)

1980 1981 1982 1983 1984

Receipts......................513.8 597.4 688.9 764.8 825.3
Outlays...................... 542.4 599.3 642.3 700.9 738.0

Surplus or deficit (-) .... -28.7 -1.9 46.6 63.9 81.3

Budget authority ............. 622.8 674.8 72P.6 786.2 829.5

The current projections show a deficit of $1.9 billion In 1981
but substantial surpluses thereafter. It should he strongly
emphasized that the budget margins projected after 1931 do not
imply that budget surpluses of such magnitude will in fact occur
in those years. These projected surpluses simply reflect
resources that would be available to accommodate future
discretionary fiscal and budgetary policy decisions -- tax
reductions, new or expanded programs, or debt reduction. The

.Administration is committed to achieving a balanced budget as
soon as economic conditions permit. When that will be possible
depends upon economic developments, such as progress against
inflation, the extent to which further tax cuts are needed to
maintain economic growth, our success in overcoming the current
energy crisis, and the need for future program increases or
decreases -- none of which can be anticipated with any certainty
now.

g pacts of Major Initiatives.--As is the case with the
underlying economic assumptions, the long-range budget
projections for 1983 and 1984 are not forecasts. For the most
part, they are extrapolations -- based in part upon the economic
assumptions shown in Table 18 -- of the costs of programs
proposed in the 1980-1982 multi-year planning base. Existing and
proposed programs and tax laws are assumed to continue unchanged
throughout the projection period. The projections are,
therefore, an estimate of the degree to which future budgetary
resources are or would be committed by current law and
Administration policy. They include the projected budget impact
of welfare reform, starting in 1981 and fully effective In 1982;
and the Administration's national health insurance plan,
beginning in 1983. Estimates for national health Insurance are
Included in the allowances function. Costs of welfare reform are
included in the allowances function in 1981, but are distributed
to the education, training, employment, and social services;
health; and income security functions in 1982, 1983, and 1984.
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The welfare reform plan would make several program improvements
increase efficiency and reduce .fraud and abuse through
administrative improvements, and provide fiscal relief to State
and local governments. Specific program reforms would establish
a national minimum benefit level for the aid to families with
dependent children program (AFDC)1 transform the optional program
for assistance to families with unemployed fathers into mandatory
assistance for unemployed parents; furnish job-search assistance;
attempt to provide an employment and training opportunity for the
principal earner in AFDC families for whom a private sector job
cannot be found; and further expand the earned income tax credit
(EITC) to increase incomes of working poor families.

The Administration's proposed national health plan would:

establish a Federal program called Healthcare to provide
improved health protection for the aged, disabled, poor,
the near-poor with large medical expenses, and others
who cannot purchase coverage in the private sector;

require that all employers provide health insurance for
employees and their dependents; the mandated benefit
package would limit out-of-pocket expenses for covered
services to no more than $2,500 per year, with the
employee share of premium costs for the mandated
coverage limited to no more than 25%; and

improve the efficiency of health services through
hospital cost containment, a capital expenditure limit
for hospitals, and other reforms designed to improve
competition in the health care sector.

Coverage and benefits under the national health plan will begin
in 1983. Preliminary estimates of the costs of the plan are $24
billion for 1983 and $27 billion for 1984.

The estimates and projections also include the effects of the
Administration's energy initiative.

The energy security trust fund was proposed by the President in
conjunction with his proposed windfall profits tax. The windfall
profits tax is designed to prevent United States oil producers
from reaping unearned profits as a result of the phased decontrol
of domestic oil prices. The revenues produced by that tax, as
well as an additional appropriation to be requested by the
President, are proposed to finance an energy security trust fund.
The major purposes of the fund are to:

-- assist low-income households to pay additional energy
costs resulting from decontrol;

SS-126 0 o so - 7
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-- provide for additional investments in energy efficient
mass transit;

-- expand research, development, and demonstration programs
to increase energy supply and conservation: and

provide for the establishment of a solar energy bank as
announced in the President's Solar Energy Message on
June 20, 1979.

These programs are intended to ease the transition to higher
petroleum prices while accelerating our search for alternatives
to costly imported oil.

The long-range receipts and outlay projections are sensitive to
changes in the underlying assumptions, especially those
concerning future economic conditions. As the section. below on
alternative assumptions illustrates, the deficits and surpluses
could be markedly different from those shown above if the economy
follows a different path. Additional information on projected
receipts, budget authority, and outlays is provided in the tables
at the end of this part.

Projections of Outlays for Open-Ended Programs and Fixed Costs.--
Outlay projections for open-ended programs and fixed costs are
shown in Table 26, as required by Section 221(b) of the
Legislative Reorganization Act of 1970.

These projections indicate that, under existing legislation,
payments for individuals are estimated to grow by roughly 8.4% a
year from 1980 to 1984. Outlays for net interest are projected
to increase through 19R1 and decline thereafter. Outlays for
other open-ended programs and fixed costs are projected to
increase somewhat during the 1980-1984 period. Total open-ended
programs and fixed costs are projected to comprise 561 of total
budget outlays in 3984, a slight decrease from the 1980 share of
59%.

Spending from Balances of Budget Authority Available at the End
of Fiscal Year 1980: Non-Mandatory Programs.--Section 221(b) of

the Legislative Reorganization Act of 1970 amended the Budget and
Accounting Act of 1921 to require that the President transmit to
the Congress *summaries of estimated expenditures, in fiscal
years following such ensuing fiscal year F1980, this year], of
balances carried over from such ensuing fiscal year." Table 27
presents these estimates.

The current estimate of the balances at the end of fiscal year
1980 for programs that have controllable outlays is $279.8
billion. About $12.8 billion of this total is in guarantee and
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insurance program balances, very little of which is expected ever
to be spent. The spending pattern from the balances in other
programs, which amount to $267.0 billion, is fairly consistent
among the programs. The bulk of the spending from balances takes
place In 1981, and declines rapidly thereafter. About 43% is
expected to be spent in 1981 and approximately 220 in 1982.
About 15% ($40.5 billion) is'expected to remain unexpended at the
end of fiscal year 1984. An estimated $9.7 billion bf the 1980
end-of-year balances is expected to expire (without being spent)
during fiscal years 1981 through 1984.

Budget Projections Under Alternative Economic Assumptions

This section presents an alternative set of economic assumptions
And a corresponding set of budget projections.

The Administration continues to support the goals of the Full
Employment and Balanced Growth Act. The assumptions underlying
the estimates and projections in preceding sections were
consistent with those goals. However, as noted in the January
1979 Economic Report of the President, attainment of the medium-
term unemployment and inflation goals by the end of 1983 would be
difficult -- particularly in view of the problems created by OPEC
price increases since October 1978 -- and represents a rather
optimistic assumption about future economic performance. For
this reason, prudent multi-year budget planning requires that
longer-range budget projections include consideration of a range
of possible future economic conditions.

Under the alternative assumptions presented here,- the economy is
assumed to grow in real terms by an average of 3.6% a year for
the entire 1981-1984 period. The rate of unemployment
corresponding to this growth projection is 5-1/2% at the end of
calendar year 1984. The rate of inflation Is assumed to drop by
about half a percentage point a year after 1980, reaching 5-1/2%
a year in 1984. These more conservative assumptions may be more
appropriate for budget planning purposes than those of the
preceding sections.

Budget estimates and projections based on the alternative
economic assumptions are shown in the following tablet In
comparison with the estimates and projections under the Humphrey-
Hawkins goals, this table shows higher deficits and lower
potential budget surpluses.
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Table 16.--THE BUDlET OUTLOOK UNDER ALTERNATIVE
ECONOMIC ASSUMPTIONS, 1980-1984

(in billions of dollars)

1980 1981 1982 1983 1984

Receipts......................
Outlays .....................

513.8 597,5 687.1 769.4 856.9
542.4 600.3 650.9 722.6 774.7

Surplus or deficit (-) .... -28.7 -2.8 36.2 46.9 82.1

Because of the higher rate of inflation, by 1984 the levels of
both receipts and outlays are significantly higher under the
alternative assumptions. These differences are shown in
Table 17.

Table 17.--DIFFERENCES IN BUDGET PROJECTIONS UNDER
ALTERNATIVE SETS OF ECONOMIC ASSUMPTIONS, 1980-1984

(in billions of dollars)

Receipts

Receipts under economic
goals.....................

Effects of higher
inflation ................

Effects of lower real
growth............@......

-Receipts under alternative
economic assumptions........

Outlays

Outlays under economic goals.
EffeCts of higher
inflation................

Effects of higher
unemployment.............

Effects of higher interest
rates and higher deficits

Outlays under alternative
economic assumptions ........

1980 1981- 1982 1983

513.8 597.4 688.9 764.8

--- 2.3 12.9 34.7

.. -2.2 -14.7 -30.1

513.8 597.5 687.1 769.4

542.4 599.3 642.3 700.9

1984

825.3

64.6

-33.0

856.9

738.0

0.5 3.6 11.1 23.6

--- 0.1

--- 0.4

542.4 600.3

1.6

3.4

4.5

6.1

6.1

7.0

650.9 722.6 774.7



Table 18.--LONG-RANGE ECONOMIC GOALS, 1981-1984
(calendar years; dollar amounts in billions)

Maior Economic Indicators

Assumed fo
Budget Proieciions1 -1982 1983 1984

Gross national product, (percent change, 4th quarter over
4th quarter):

Current dollars ..........................................
Constant (1972) dollars ....................................

GNP deflator (percent change, 4th quarter over 4th quarter)...
Consumer Price Index (percent change, December over December).
Unemployment rate (percent, 4th quarter) ......................

Annual Economic Assumptions

Gross national product:
Current dollars:

Amount ..................................................
Percent change, year over year .........................

Constant (1972) dollars:
Amount ................ ° .................................
Percent change, year over year ..........................

Incomes:
Personal income ............................................
Wages and salaries .........................................
Corporate profits ..........................................

Price level:
GNP deflator:

Level (1972-100), annual average ........................
- Percent change, year over year ..........................
Consumer Price Index 1/:

Level (1967-100), annual average ........................
Percent change, year over year ..........................

11.7
5.3
6.1
6.0
6.0

10.2
5.5
4.5
4.5
4.8

2,859 3,169
11.2 10.8

7.6
4.4
3.0
3.0
4.0

6.1
3.0
3.0
3.0
4.0

3,448 3,664
8.8 6.3

1,481 1,563 1,642 1,696
4.1 5.5 5.1 3.3

2,338 2,571
1,504 1,673

260 315

193.0 202.8
6.8 5.1

251.5 264.4
7.1 5.2

2,779 2,947
1,826 1,941

348 372

210.0 216.1
3.5 2.9

273.8 281.9
3.5 2.9

See footnotes at end of table.

@1
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Table 18 (continued)

Assumed for
Budget Projections

1981 1982 1983 1984

Unemployment rates:
Total, annual average ........................................ 6.4 5.2 4.2 4.0
Insured, annua) average 2/ ................................... 3.3 2.8 2.3 2.1

Federal pay raise, October Tpercent) 3/ ....................... 5.5 5.5 5.5 5.5
Interest rate, Qi-day Treasury bills Tpercent) 4/ ............. 7.2 5.6 4.4 4.2

1/ The index shown is the CPI for urban wage earners and clerical workers. There are
now two versions of the CPI published. One estimates the cost-of-living for wage earners
and clerical workers in urban areas; the other, more recently developed, is more
comprehensive, covering all urban dwellers. The index shown here is that currently used,

as required by law, in calculating automatic cost-of-living increases for indexed Federal

programs. a

2/ This indicator measures unemployment under State regular unemployment insurance as

a percentage of covered employment under that program. It does not include recipients of
extended benefits under that program.

3/ Pay raises become effective in October of each year -- the first month of the new
fiscaT year. Thus, the October 1979 pay raise will set new pay scales that will be in
effect during fiscal year 1980. Under the comparabil-ity pay system, the President makes
recommendations for Federal pay rates each year, after consultation with specified
representatives. The projected rates are simply assumptions for purposes of developing
budget estimates and do not represent a prior determination of future pay raise

recommendations to be made by the President. Total compensation of Federal employees
includes elements that are not included in pay.

4/ Average rate on new issues within period. Before the 1980 budget, interest rates
for the forecast period were assumed to remain at the levels prevailing at the time the
estimates were made. Because it would be unrealistic to assume continuation of the* same
level of interest rates with changing inflation, however, it is now assumed, by
convention, that future interest rates will change with the rate of inflation.



Table 19.--ESTIMATED EFFECT OF ADMINISTRATIVE-ACTIONS AND
PROPOSED LEGISLATION ON RECEIPTS, 1979-1984

(in billions of dollars)

Current Estimate Projection
1979 1980 1981 1982 983 198

Receipts under current law .....................
Extension of airport and airways trust fund
taxes ......................................

Receipts on a current services basis ...........
Proposed legislation and administrative
actions other than extensions:

Energy program:
Windfall profits tax ..................
Energy conservation credits...........
Other income tax effects 1/ ...........
Waiver of import duties and fees ......
Foreign tax credit ...................

Subtotal, Energy program .........
Cash management initiatives ..............
Railroad retirement tax increase .........
Tax-exempt mortgage bonds ................
Oil and hazardous substance clean-up .....
Tax treatment of independent contractors.
welfare reform ...........................
Negotiated tariff reduction .............
Other ....................................

Total, Proposed legislation and
administrative actions other
than extensions .................

Total receipts................................

466.8 510.1 579.0 662.5

--- 0.1 0.8 0.9

466.8 510.1 579.9 663.4

-C

-0.3
0.1

-0.2

2.5
-0.1

0.6
-0.6

0.8

3.2

0.2
0.3

8.1
-0.2

2.4

0.7

11.0
4.8
0.2
1.0
0.1
0.7

-0.2 -0.5
-0.1 0.1 0.2

12.7
-0.4

4.5

0.7

17.5
4.8
0.3
2.6
0.3
0.8

-0.1
-1.0
0.2

738.4

1.0

739.4

12.5
-0.5
5.7

0.7

18.4
1.6
0.3
5.3
0.4
0.9

-0.3
-1.5

0.2

795.9

1.1

796.9

12.9
-0.7

6.1

0.8

19.1
0.8
0.4
8.9
0.4
1.0

-0.2
-2.1

0.2

-0.3 3.6 17.6 25.4 25.3 28.4

466.5 513.8 597.4 68.8.9 764.8 825.3

income tax receipts is1/ The effect of deregulation of crude petroleum prices on
IncTuded under energy policy.

* $50 million or less.

T



Table 20.--BUDGET RECEIPTS BY MAJOR SOURCE, 1979-1984
(in billions of dollars)

Individual income taxes .........................

Corporation income taxes .......................

Social insurance taxes and contributions .......

Excise taxes ...................................

Estate and gift taxes ..........................

Customs duties .................................

miscellaneous receipts .........................

Total budget receipts ..................

Current Estimate Projection
1979 1980 1981 1982 193 1984

216.6 234.2 277.2 322.8 364.2 399.8

67.8- 71.5 76.1 87.7 100.2 108.3

141.3 162.6 189.6 217.2 236.6 250.8

18.6 21.2 27.7 32.6 33.2 34.2

5.4 5.7 6.0 6.5 7.'2 7.7

7.4 8.1 9.2 9.6 10.0 10.2

9.4 10.4 11.7 12.5 13.4 14.2

466.5 513.8 597.4 688.9 764.8 825.3

@1



Table 21.--COmPOSITION OF BUDGET OUTLAYS, 1978-1984
(dollar amounts in billions)

Actual Current Estimate
1978 1979 1980 1981 1 2

ProjectionIN98 3 1904

National defense:
Direct Federal payments for individuals ........
Grants to States and localities ................
Other ..........................................

9.2
0.1

96.0

10.2 11.4 12.9 14.1 15.1 16.0
0.1 * 0.1 0.1 0.1 0.1

105.2 115.2 126.4 136.4 146.9 157.2
Subtotal, National defense ................ 105.2 115.5 126.7 139.4 150.6 162.1 173.3

Nondefense:
Direct Federal payments for individuals ........
Payments for individuals through States
and localities ................................

All other grants to States and localities ......
Net interest ...................................
Other ..........................................

Subtotals, Nondefense .....................

Total .....................................

170.6 189.3 215.7 238.5 256.4 299.2 316.7

24.7
53.1
35.4
61.7

26.7
54.9
43.2

.- 66.6

28.8
55.1
46.9
69.4

31.6
57.5
48.7
83.6

33.7
59.1
46.4
96.0

36.1
59.0
43.7

100.8

38.9
58.9
42.3

107.8

345.6 380.6 415.8 459.9 491.7 538.7 564.7

450.8 496.2 542.4 599.3 642.3 700.9 738.0
-==== -miss =no== -M==M -aMai -~ft -MnMM

* S50 mill ion or less.

0.&
C
6-6
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Table 21 (continued)

Actual Current Estimate
1978 1979 1§80 1981 182

Percent of Total Outlays

National defense:
Direct Federal payments for individuals ........
Grants to States and localities ................
Other ..........................................

Subtotal, National defense ................

Nondefense:
Direct Federal payments for individuals ........
Payments for individuals through States
and localities ................................

All other grants to States and localities..
Net interest ...................................
Other ..........................................

Subtotal, Nondefense ......................

Total .....................................

2.0

21.3

2.1 2.1 2.2 2.2 2.2 2.2
* 1.2 2. . 2 221 .2 21.2 21 .1 21.2 21.0 21.3

23.3 23.3 23.4 23.3 24.4 23.1

37.9 38.1 39.8

5.5
11.8

7.9
13.7

5.4
11.1
8.7

13.4

5.3
10.2

8.6
12.8

39.8 39.9 42.7

5.3
9.6
8.1

13.9

5.3
9.2
7.2

15.0

5.1
8.4
6.2

14.4

23.5

42.9

5.3 '
8.0
5.7

14.6

76.7 76.7 76.6 76.7 76.6 76.9 76.5

100.0 100.0 100.0 100.0 100.0 100.0 100.0

* 0.05% or less.

Projection1983 1984



Table 22.--BUDGET OUTLAYS BY FUNCTION, 1978-1984
(in billions of dollars)

National defense 1/ ............................../
International affairs .............................
General science, space and technology .............
Energy ...........................................
Natural resources and environment................
Agriculture ......................................
Commerce and housing credit ......................
Transportation ...................................
Community and regional development................
Education, training, employment, and
social services ..................................

health ...........................................
Income security ................ 0-................

(Social security) ..............................
(Other) ........................................

Veterans benefits and services ....................
Administration of justice .........................
General government .................................
General purpose fiscal assistance .................
Interest ..........................................
Allowances 2/ ....................................
Undistributed offsetting receipts .................

Total budget outlays .....................

MEMORANDUM

Outlays of off-budget Federal entities ............

Actual
1978

105.2
5.9
4.7
5.9

10.9
7.7
3.3

15.4
11.0

26.5
43.7

146.2
(92.2)
(54.0)

19.0
3.8
3.8
9.6

44.0

-15.8

Current Estimate
1979 1980 1981

115.5
7.3
5.1
7.1

11.6
6.7
2.8

17.2
10.1

30.0
49.4

161.2
(102.9)

(58.3)
20.3

4.3
4.3
8.7

53.0

-18.4

126.7
8.8
5.7
8.5

11.8
2.5
3.2

18.3
7.5

30.1
54.4

185.2
(116.8)

(68.4)
20.8

4.4
4.4
9.0

57.8
2.1

-18.7

139.4
9.7
5.5

10.0
13.1

2.7
3.2

19.8
8.3

31.1
60.2

203.8
(130.4)
(73.3)
21.4

4.4
4.4
8.7

60.8
13.7

-20.8

450.8 496.2 542.4 599.3

Projection1982 1983 JL984

150.6 162.1 173.3
9.8 10.9 12.2
5.3 5.0 4.7
9.0 8.9 9.2

14.1 14.7 15.6
3.1 3.4- 3.9
2.8 2.5 2.3

20.1 20.6 21.2
8.4 8.6 8.7

36.6
65.8

219.5
(143.5)

(76.0)
22.1
4.4
4.6
8.7

60.5
19.7

-22.8

642.3

36.0
71.5

234.6
(155.8)
(78.8)
22.5

4.4
4.5
8.7

59.6
46.9

-24.9

700.9

35.8'
77.7

245.7
(165.4)
(80.3)
22.6

4.4
4.5
8.7

60.3
54.1

-27.0

738.0

10.3 12.4 16.1 11.8 11.3 12.3 10.6

o0
0

1/ Includes allowances for civilian and military pay raises for the Department of Defense.
I/ Includes allowances for civilian agency pay raises (1980-84), the energy security trust fund

(1990-84), contingencies for relatively uncontrollable programs (1980-84), general contingencies
(1981-84), start-up costs of welfare reform (1981), and the proposed health plan (1983-83). The
allowances for welfare reform in 1982-84 are distributed by function.



Table 23.--BUDGET OUTLAYS BY AGENCY, 1978-1984
(in billions of dollars)

Actual Current Estimate Projection
1978 1979 1980 1981 _1982 1383 1984

Legislative branch ................................ 1.0 1.2 1.3 1.2 1.3 1.3 1.3
The Judfciary ..................................... 0.4 0.5 0.6 0.6 0.7 0.7 0.7
Executive Office of the President ................. 0.1 0.1 0.1 .0.1 0.1 0.1 0.1
Punds appropriated to the President ............... 4.4 5.1 6.3 7.9 7.9 7.9 8.9
Agriculture ....................................... 20.4 21.5 18.4 20.6 21.7 22.7 24.0
Commerce .......................................... 5.2 4.3 3.3 3.3 3.0 3.1 3.2
Defense-Military ./ ............................... 103.0 112.8 123.5 136.0 147.3 158.8 170.0
Defense-Civil ..................................... 2.6 2.9 3.0 3.3 3.6 3.6 3.8
Energy ............................................ 6.3 7.6 9.4 10.3 9.4 9.1 9.3
Health, Education, and Welfare .................... 162.9 181.1 202.1 223.0 242.7 261.6 276.6
Rousing and Urban Development ..................... 7.6 8.9 10.8 11.9 13.0 14.0 15.2
Interior .......................................... 3.8 4.0 3.8 4.3 4.6 4.9 5.0
Justice ................ ........................... 2.4 2.5 2.5 2.5 2.5 2.4 2.4
Labor ............................................. 22.9 23.4 26.4 26.6 24.7 22.2 20.8
state ............................................. 1.3 1.5 1.7 1.8 1.9 2.0 2.2
Transportation .................................... 13.5 15.3 16.4 18.0 18.6 19.1 19.4
Treasury ........................................... 56.4 65.3 70.6 73.2 72.8 71.9 72.6
Environmental Protection Aqency ................... 4.1 4.4 4.8 5.1 5.7 6.1 6.7
Genera] Services Administration ................... 0.1 0.1 0.1 0.3 0.4 0.3 0.2
Nationa] Aeronautics and Space Administration..... 4.0 4.2 4.8 4.6 4.4 4.2 3.9
Veterans Administration ........................... 19.0 20.3 20.8 21.3 22.1 22.5 22.6
Office of Personnel Management .................... 11.0 12.6 14.7 16.5 18.5 20.1 21.5
Other agencies .................................... 14.4 15.0 13.7 13.7 13.2 14.0 14.1
Allowances 2/ ..................................... --- --- 2.1 13.7 25.2 53.1 60.5
Undistribut-d offsetting receipts ................. -15.8 -18.4 -18.7 -20.8 -22.8 -24.9 -27.0

Total budget outlays ...................... 450.8 496.2 542.4 599.3 642.3 700.9 738.0

l/ Includes allowances for civilian and military pay raises for the Department of Defense.
2/ Includes allowances for civilian agency pay raises (1980-84), the energy security trust fund

(1990-84), contingencies for relatively uncontrollable programs (1980-84), general contingencies
(1981-84), welfare reform (1981-84), and the proposed health plan (1983-84).



Table 24.--BUDGET AUTHORITY BY FUNCTION, 1978-1984
(in billions of dollars)

Actual Current Estimate Projection
1978 1979 1980 1981 1982 1983 1984

National defense 1/ ...............................
International affairs .............................
General science, space and technology .............
Energy ...........................................
Natural resources and environment .................
agriculture ......................................
Commerce and housing credit ......................
Transportation ...................................
Community and regional development...............
Education, training, employment, and
social services.................................

Health...........................................
Income security ...................................

(Social security) .............................
(Other) ........................................

Veterans benefits and services ....................
Administration of justice .........................
General government................................
General purpose fiscal assistance ................
Interest ..........................................
A)lowances 2/ ....................................
Undistributed offsetting receipts.................

Total budget authority ...................

MEMORANDUM

Budgpt authority of off-budget Federal entities...

117.9
9.8
4.9
8.2

13.6
2.6
5.3

15.0
10.3

22.4
46.5

180.1
(88.0)
(92.1)

19.0
3.9
4.1
9.7

44.0

-15.8

126.9
13.8

5.4
7.4

13.1
9.1
6.1

19.2
9.3

32.5
52.2

191.2
(100.3)
(90.9)

20.5
4.2
4.4
8.5

53.0
-18.4

138.4 150.0
14.1 13.8
5.9 5.6

20.2 9.1
12.9 14.4
4.9 5.3
8.3 6.7

19.9 21.9
8.7 9.3

31.4 31.6
58.9 69.6

218.3 241.2
(116.3) (133.8)
(102.0) (107.4)
21.4 21.9
4.3 4.3
4.5 4.6
9.0 8.7
57.8 60.8
2.7 16.8

-18.7 -20.8

160.7
15.4

5.3
8.6

14.8
3.9
6.8

20.8
8.9

172-.4
16.7

5.0
6.4

14.8
3.9
6.9

20.9
9.1

36.8 36.2
79.4 87.3
264.7 282.8

(154.3) (170.8)
(110.3) (112.0)

22.1 22.4
4.4 4.4
4.5 4.5
8.7 8.7

60.5 59.6
25.1 49.1

-22.8 -24.9

501.5 558.5 622.8 674.8 728.6 786.2 829.5

13.2 16.3 17.5 14.2 14.2 14.2 14.2

184. 2
18.0

4.7
6.6

14.9
3.9
7.0

21.4
9.0

35.9
94.8

300.9
(189.4)
(111.5)
22.7 -
4.5
4.6
8.7

. 60.3
54.5

-27.0

0

1/ Includes allowances for civilian and military pay raises for the Department of Defense.
I/ Includes allowances for civilian agency pay raises (1980-84), the energy security trust fund

(1910-84), contingencies for relatively uncontrollable programs (1980-84), general contingencies
(1981-84), start-up costs of welfare reform (1981), and the proposed health lan (1983-83). The
allowances for welfare reform in 1982-84 are distributed by function.



Table 25.--BUDGET AUTHORITY BY AGENCY, 1978-1984
(in billions of dollars)

Actual Current Estimat
1978 979 190 1981

Legislative branch ................................
The Judiciary .....................................
Executive Office of the President .................
Funds appropriated to the President ...............
Aqriculture .......................................
Commerce ........................................
Defense-military ./..............................
Defense-Civil .....................................
Energy ...........................................
Health, Education, and Welfare .....................
Housing and Urban Development .....................
Interior ..........................................
Justice ...........................................
Labor ..............................................
State .............................................
Tranjsportation ...................... * .............
Treasury ..........................................
Environmental Protection Agency ...................
General Services Administration ...................
National Aeronautics and Space Administration .....
Veterans AdministrAtion.................. ........
Office of Personnel Management ....................
Other agencies ....................................
Allowances 2/ .....................................
Undistributd offsetting receipts .................

Total budget authority ....................

1.1
0.5
0.1
7.5

16.5
2.3

115.3
2.8

10.7
162.2

38.0
4.6
2.4

20.0
1.5

13.5
56. 8

5.5
0.2
4.1

19.0
18.2
14.6

-15.8

1.2
0.5
0.1

11.7
24.4

2.6
124.1

2.8
9.6

183.0
31.2

4.7
2.5

28.3
1.7

17.3
65.5

5.4
0.3
4.5

20.4
21.1
13.9

-18.4

1.3
0.6
0.1

12.1
22.4
3.9

135.1
3.1
7.5

207.6
33.6
4.5
2.4

28.2
1.8

17.8
70.8

5.1
0.3
4.9

21.3
23.4
30.7

2.7
-18.7

1.4
0.6
0.1

12.6
24.9

3.5
146.5

3.8
9.7

236.2
34.0

4.9
2.4

30.2
2.0

20.1
73.4

5.5
0.3
4.6

21.9
24.7
15.4
16.8

-20.8

e_ Projetion

1.3 1.3 1.3
0.7 0.7 0.8
0.1 0.1 0.1

13.6 12.2 13.0
24.4 25.2 26.0
3.5 3.6 3.6

157.3 169.1 180.9
3.9 3.8 4.0
9.5 9.4 9.6

267.1 292.3 317.6
34.0 34.0 34.1
5.0 5.1 5.0
2.4 2.4 2.4

29.8 27.7 25.9
2.0 2.2 2.3

19.0 19.1 19.6
73.1 72.1 72.8
5.7 5.8 5.8
0.3 0.3 0.3
4.3 4.0 3.7

22.1 22.4 22.7
26.1 27.1 27.9
15.2 15.4 15.9
31.0 55.6 61.4
-22.8 -24.9 -27.0

501.5 558.5 622.8 674.8 728.6 786.2 829.5

I'

1/ Includes allowances for civilian and military pay raises for the Department of Defense.
'f/ Includes allowances for civilian agency pay raises (1980-84), the energy security trust fund

(1910-84), contingencies for relatively uncontrollable programs (1980-84), general contingencies
(19R1-P4), welfare reform (1961-84), and the proposed health plan (1983-84).



Table 26.--PROJECTIONS OF OUTLAYS FOR OPEN-ENDED PROGRAMS AND FIXED COSTS, 1980-1984*
(in billions of dollars)

Open-Ended Programs and Fixed Costs

Payments for individuals:
Social) security and railroad retirement ...........
Military retired pay .............................
Other Federal employees retirement and insurance..
Unemployment assistance ................ ...........
Veterans benefits.................................
Medicare ane medica..............................
Housing payments.................................
Public assistance and related programs ............

Subtotal, Payments for individuals ...........

Net interest ........................................
General revenue sharing .............................
Other-open-ended programs and fixed costs ............

Total, Open-ended programs and fixed costs..-.

Estimate
1980 1981 1982

Projection
1983 .1984

121.8 136.6 151.1 164.4 174.7
11.4 12.9 14.1 15.1 16.0
14.6 16.5 18.3 19.9 21.2
15.3 15.2 13.4 12.0 11.3
13.8 13.6 13.3 13.2 13.1
46.6 53.0 60.1 68.0 76.6
5.1 6.1 7.2 8.3 9.5

28.0 29.8. 30.6 31.8 31.5

256.6 283.7 308.1 332.6 353.9

46.9
6.9

10.1

49.2
6.9
9.6

47.3
6.9

10.3

45.1
6.9

10.6

44.3
6.9

11.2

320.6 349.3 372.4 395.1 416.4

-.1
C

* This table is supplied pursuant to the requirements of Section 221(b) of the
Legislative Reorganization Act of 1970 (P.L. 91-510).



Table 77.--ESTIMATED SPENDING FROM THE END OF FISCAL YEAR 1980 BALANCES OF
BUDGET AUTHORITY: NON-MANDATORY PROGRAMS

(in billions of dollars)

Federal Guarantee and
Insurance Programs:

Reserves for Losses, and
Standby and Backup Authority

Total balances, end of 1Q80
(current estimAte) ...............

Spending From balances in:
1981 ...........................
1982 ............................
1983 ...........................
1984 ............................

Expiring balances, 1981
throuqh 1984 .....................

Unexpended balances as of
the ene of 1984 ..................

12.8
Mm-=

1.0
0.6
0.6
0.5

10.0

Other Unexpended Balances,
September 30, 1980

267.0
am===

114.0
58.1
28.9
15.8

9.7

40.5

C/)
-4

Co0
-o

r--j

>

r.d

Total

279.8
i ImL

0
o

115.0
58.7
29.5 I
16.4

9.7

50.5



Table 28.--ALTERNATIVE LONG-RANGE ECONOMIC ASSUMPTIONS, 1981-1984
(calendar years; dollar amounts in billions)

Assumed for Alternative
Budget Projections

1981 1982 1983 1984

Major Economic Indicators

o

0

0

11.4 10.3 9.8
4.0 3.5 3.5
7.1 6.6 6.1
6.8 6.5 6.0
6.3 6.0 5.7

9.3
3.5
5.6
5.5
5.5

-.1

2,856 3,161 3,477 3,807
11.0 10.7 10.0 9.5

Gross national product, (percent change, 4th quarter over
4th quarter):
Current dollars ............................................
Constant (1972) dollars ....................................

GNP deflator (percent change, 4th quarter over 4th quarter)...
Consumer Price Index (percent change, December over December).
Unemployment rate (percent, 4th quarter) ......................

Annual Economic Assumptions

Gross national product:
Current dollars:

Amount ..................................................
Percent change, year over year ..........................

Constant (1972) dollars:
Amount ..................................................
Percent Change, year over year ..........................

Incomes:
Personal income ............................................
Wages and salaries .........................................
Corporate profits ..........................................

Price level:
GNP deflator:

Level (1972-100), annual average ........................
Percent change, year over year ..........................

Consumer Price Index 1/:
Level (1967-100), annual average ........................
Percent change, year over year ..........................

2,338
1,502

260

2,579
1,662

303

2,830
1,828

344

1,634
3.5

3,091
2,002

383

194.1 207.2 220.2 233.0
7.4 6.7 6.3 5.8

252.4 269.1 285.87.6 6.6 6.2
301.9

5.6

See footnotes at end of table.

1,471 1,525 1,579
3.4 3.7 3.5



Table 28 (continued)

Assumed for Alternative
Budget Projections

1981 1982 1983 1984

Unemployment rates:
Total, annual average ......................................
Insured, annual average 2/................... ............

Federal pay raise, October Tpercent) 3/ .......................
Interest rate, 91-day Treasury bills Tpercent) 4/ .............

6.5 6.1 5.9
3.4 3.2 3.0
5.5 5.5 5.5
8.2 8.2 7.7

1/ The index shown
z1ow two versions of the
and clerical workers
comprehensive, covering
as required by law, in
programs.

is the CPI for urban wage earners and clerical workers. There are
CPT published. One estimates the cost-of-living for wage earners
in urban areas; the other, more recently developed, is more
all urban dwellers. The index shown here is that currently used,
calculating automatic cost-of-living increases for indexed Federal

2/ This indicator measures unemployment under State regular unemployment insurance as
a percentage of covered employment under that program. It does not include recipients of
extended benefits under that program.

3/ Pay raises become effective in October of each year -- the first month of the new
fiscal year. Thus, the October 1979 pay raise will set new pay scales that will be in
effect during fiscal year 1980. Under the comparability pay system, the President makes
recommendations for Federal pay rates each year, after consultation with specified
representatives. The projected rates are simply assumptions for purposes of developing
budget estimates and do not represent a prior determination of future pay raise
recommendations to be made by the President. Total compensation of Federal employees
includes elements that are not included in pay.

4/ Average rate on new issues within period. Before the 1980 budget, interest rates
for the forecast period were assumed to remain at the levels prevailing at the time the
estimates were made. Because it would be unrealistic to assume continuation of the same
level of interest rates with charging inflation, however, it is now assumed, by
convention, that future interest rates will change with the rate of inflation.

5.6
2.8
5.5
7.2

.-A



Table 29.--BUDGET RECEIPTS BY MAJOR SOURCE, 1979-1984
(UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS)

(in billions of dollars)

Current Estimate Projection
1979 1980 1981 1982 1983 1984

Individual income taxes ........................ 216.6 234.2 277.2 322.8 370.0 421.9

Corporation income taxes ....................... 67.8 71.5 76.1 86.0 97.5 108.8

Social insurance taxes and contributions ....... 141.3 162.6 189.6 216.7 237.3 257.9

Excise taxes ...................................... 18.6 21.2 27.7 32.6 33.2 34.4

Estate and gift taxes .......................... 5.4 5.7 6.0 6.5 7.2 7.9 a

Customs duties .................................... 7.4 8.1 9.2 9.6 10.1 10.6

Miscellaneous receipts ......................... 9.4 10.4 11.8 12.9 14.2 15.3

Total budget receipts .................. 466.5 513.8 597.5 687.1 769.4 856.9



Table 30.--COMPOSITION OF BUDGET OUTLAYS, 1978-1984
(UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS)

(dollar amounts in billions)

Actual Current Estimate
1978 197§ 1980 1981 1982

National defense:
Direct Federal payments for individuals ........
Grants to States and localities ................
Other ..........................................

Subtotal, National defense ................

Nondefense:
Direct Federal payments for individuals ........
Payments for individuals through States
and localities ................................

A]] other grants to States and localities ......
Net interest ...................................
Other ..........................................

Subtotal, Nondefense ......................

Total .....................................

9.2
0.1

96.0

10.2
0.1

105.2

11.4

115.2

12.9
0.1

126.7

14.2
0.1

137.8

15.5
0.1

150.6

16.8
0.1

164.1

105.2 115.5 126.7 139.7 152.1 166.2 181.0

170.6 189.3 215.7 238.8 259.3 307.0 332.6

24.7
53.1
35.4
61.7

26.7
54.9
43.2
66.6

28.8
55.1
46.9
69.4

31.5
57.5
49.1
83.7

34.2
59.1
49.8
96.5

36.9
60.1
49.8

102.5

39.9
61.1
49.4

110.8

345.6 380.6 415.8 460.7 498.8 556.4 593.8

450.8 496.2 542.4 600.3 650.9 722.6 774.7
w=il=

* $50 million or less.

-1

Projection
1983 1984



Table 30 (continued)

Actual Current Estimate
1978 1979 1980 1981 1982

Percent of Total Outlays

National defense:
Direct Federal payments for individuals ........
Grants to States and localities ................
Other ..........................................

Subtotal, National defense ................

Nondefense:
Direct Federal payments for individuals ........
Payments for individuals through States
and localities ................................

All other grants to States and localities ......
Net interest ...................................
Other ..........................................

Subtotal, Nondefense ......................

Total .....................................

2.0 2.1 2.1
* i* *

21.3 21.2 21.2

23.3 23.3 23.4

37.9 38.1 39.8 39.8 39.8 42.5 42.9

5.5
11.8

7.9
13.7

5.4
11.1

8.7
13.4

76.7 76.7 76.6

100.0 100.0 100.0 100.0 100.0 100.0 100.0

* 0.05% or less.

Pro ection
1983 1984

2.1 2.2
* *

20.8 21.2

23.0 23.4

2.2 2.2

21.1 21.2

23.3 23.4

5.3
10.2
8.6

12.8

-ACo
-J

5.3 5.2
9.6 9.1
8.2 7.6

13.9 14.8

76.7 76.6

5.1
8.3
6.9

14.2

77.0

5.1
7.9
6.4

14.3

76.6



Table 31.--BUDGET OUTLAYS BY FUNCTION, 1978-1984
(UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS)

(in billions of dollars)

Actual Current Estimate Projection
1978 1979 1980 1981 9 2 984I

National defense 1/ ...............................
International affairs .............................
General science, space and technology .............
Energy ............................................
Natural resources and environment .................
Agriculture ... .. I ...............................
Commerce and housing credit .......................
Transportation ....................................
Community and regional development ................
Education, training, employment, and
social services ..................................

Health ............................................
Income security ..................... .............

(Social security) ..............................
(Other) ........................................

Veterans benefits and services ........... d ........
Administration of justice .........................
General government ................................
Genera] purpose fiscal assistance .................
Interest ..........................................
Allowances 2/ .....................................
Undistributid offsetting receipts .................

Total budget outlays ......................

MEMORANDUM

Outlays of off-budget Federal entities ............

105.2 115.5- 5.9 7.3
4.7 5.1
5.9 7.1

10.9 11.6
7.7 6.7
3.3 2.8

15.4 17.2
11.0 10.1

26.5 30.0
43.7 49.4

146.2 161.3
(92.2) (102.9)
(54.0) (58.3)
19.0 20.3
3.8 4.3
3.8 4.3
9.6 8.7

44.0 53.0

-15.8 -18.4

126.7
8.8
5.7
8.5

11.8
2.5
3.2

18.3
7.5

30.1
54.4

185.2
(116.8)

(68.4)
20.8

4.4
4.4
9.0

57.8
2.1

-18.7

139.7
9.7
5.5

10.0
13.1
2.7
3.2

19.8
8.3

31.2
60.1

204.0
(130.5)
(73.5)
21.4

4.4
4.5
8.7

61.3
13.8

-20.9

152.1
9.7
5.3
9.0

14.1
3.1
2.8

20.1
8.4

36.7
66.1

222.4
(144.3)
(78.1)

22.2
4.4
4.6
8.7

63.9
20.3

-22.9

166.2
10.8

5.0
8.9

14.7
3.4
2.5

20.6
8.6

37.5
72.7

241.9
(158.3)

(83.6)
22.8

4.4
4.5
8.7

66.3
48.3

-25.4

181 0
12.2

4.7
9.2

15.6
3.9
2.3

21.2
8.7

38.3
80.0

259.7
(173.0)
(86.7)
23.1
4.4
4.5
8.7

68.4
56.8

-28.0

450.8 496.2 542.4 600.1 650.9 722.6 774.7

10.3 12.4 16.1 11.8 11.3 12.3 10.6

I-&-
-60.6

-J
-J

1/ Includes allowances for civilian and military pay raises for the Department of Defense.
'f/ Includes allowances for civilian agency pay raises (1980-84), the energy security trust fund

(19W0-84), contingencies for relatively uncontrollable programs (1980-84), general contingencies
(981-84), start-up costs of welfare reform (1981), and the proposed health plan (1983-83). The
allowances for welfare reform in 1982-84 are distributed by function.



Table 32.--BUDGET OUTLAYS BY AGENCY, 1978-1984
(UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS)

(in billions of dollars)

Actual Current Estimate Pro action
1978 1979 1980 1981 1982 1984

Legislative branch ................................ 1.0 1.2 1.3 1.2 1.3 1.3 1.3
The Judiciary ..................................... 0.4 0.5 0.6 0.6 0.7 0.7 0.7
Executive Office of the President ................. 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Funds appropriated to the President ............... 4.4 5.1 6.3 7.9 7.9 7.9 8.9
Agriculture ....................................... 20.4 2W.5 18.4 20.5 22.0 23.5 25.1
Commerce ................... ; ...................... 5.2 4.3 3.3 3.3 3.0 3.1 3.2
Defense-Military I/ ............................... 103.0 112.8 123.5 136.3 148.7 162.8 177.7
Defense-Civil..................................... 2.6 2.9 3.0 3.3 3.6 3.6 3.8
Energy ............................................ 6.3 7.6 9.4 10.3 9.4 9.1 9.3
Health, Education, and Welfare .................... 162.9 181.1 202.1 223.0 243.8 265.7 287.1
Housing and Urban Development ..................... 7.6 8.9 10.8 11.9 13.0 14.0 15.2
Interior .......................................... 3.8 4.0 3.8 4.3 4.6 4.9 5.0
Justice ........................................... 2.4 2.5 2.5 2.5 2.5 2.4 2.4
Labor ............................................. 22.9 23.4 26.4 26.8 26.4 26.8 27.0 -
State ............................................. 1.3 1.5 1.7 1.8 1.9 2.0 2.2 . .
Transportation .................................... 13.5 15.3 16.4 18.0 18.6 19.1 19.4
Treasury .......................................... 56.4 65.3 70.6 73.7 76.1 78.5 80.6
Environmental Protection Agency ................... 4.1 4.4 4.8 5.1 5.7 6.1 6.7
General Services Administration ................... 0.1 0.1 0.1 0.3 0.4 0.3 0.2
National Aeronautics and Space Administration..... 4.0 4.2 4.8 4.6 4.4 4.2 3.9
Veterans Administration ........................... 19.0 20.3 20.8 21.3 22.2 22.7 23.1
Office of Personnel Management .................... 11.0 12.6 14.7 16.6 18.5 20.5 22.4
Other agencies......... ........................... 14.4 15.0 13.7 13.7 13.2 14.1 14.3
Allowances 2/ ..................................... --- --- 2.1 13.8 25.8 54.5 63.2
Undistributed offsetting receipts ................. .15.8 -18.4 -18.7 -20.9 -22.9 -25.4 -28.0

Total budget outlays ...................... 450.8 496.2 542.4 600.3 650.9 722.6 774.7

I/ Includes allowances for civilian and military pay raises for the Department of Defense.
2/ Includes allowances for civilian agency pay raises (1980-84), the energy security trust fund

(190-84), contingencies for relatively uncontrollable programs (1980-84), general contingencies
(1981-84), welfare reform (1981-R4), and the proposed health plan (1983-84).
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REVISIONS IN ADMINISTRATION BUDGET ESTIMATES
SINCE THE MID-SESSION REVIEW OF THE 1980 BUDGET

There have been a number of changes in t^ie Administration's
budget estimates since the Mid-Session Review was issued on
July 12. The changes resulted from events that occurred too late
for us to incorporate them in the Mid-Session feiew. These
changes include:

a revision of estimates for the energy initiatives that
the President announced on July 15 (see Attachment A);

increased amounts for the transportation of refugees
that were announced at the Tokyo economic summit and at
the United Nations refugee conference in Geneva (see
Attachment B)i and

the Comptroller General's ruling on the 1979 Labor-HEW
Appropriations Act and the subsequent language in the
,conference report on the 1979 supplemental
appropriations bill (see Attachment C).

In addition, corrections have been made in the 1979 and 1980 off-
budget outlay estimates for the Federal Financing Bank, the 1979
outlay estimates for local public works, and the 1980 budget
authority and outlay estimates for the student loan insurance
fund. These changes are shown more fully in Attachment C.

The following table shows our current estimates of the 1979 and
1980 budget totals (in billions of dollars):
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Receipts ....................
Outlays ......................

Deficit .................

Budget authority .............

Debt subject to limit
(end of year) ...............

Off-budget entities:
Budget authority ..........
Outlays ..................

1979
Mid-

Session
Review Current

1980
Mid-

Session
Review Current

466.5 466.5 513.8 513.9
496.2 496.8 542.4 543.3

-29.7 -30.3 -28.7 -29.4

558.5 559.2 622.8 646.1

821.5 822.9 885.6 88Z.6

16.3 17.1 17.5 13.0
12.4 13.2 16.1 11.6

A detailed comparison of the differences between the Mid-Session
Review and the current estimates is shown in Attachment D.
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Attachment A

ENERGY SECURITY PROGRAM

The Mid-Session Review did not include detailed estimates for the
President's energy security program announced on July 15. The
program initiatives announced by the President include increases
in three major areas: low-income assistance, transportation
efficiency, and energy supply and conservation investments,
including the Energy Security Corporation. These increases are
contingent upon enactment of a windfall profits tax.

The proposed level of funding for low-income assistance in 1980
has been increased from $0.5 billion in the Mid-Session Review to
$1.6 billion. The Administration believes that low-income
families should receive assistance to offset increased energy
costs that will be incurred in the coming winter. The current
estimates include $2.4 billion in both budget authority and
outlays in 1981 and in following years.

The President's revised energy proposal includes $16.5 billion
for energy-related transportation investments. Most of these
funds are to be used for improvements in the Nation's mass
transit systems, with additional amounts to be used for auto-use
management, fuel economy standards research, and basic automotive
research. The current estimates include $1.4 billion in budget
authority and $0.3 billion in outlays for 1980, with significant
increases estimated for outlays In future years.

The largest change since the Mid-Session Review is the
President's proposed Energy Security Corporation. As a
federally-chartered corporation, the Energy Security Corporation
would be the primary vehicle for increasing domestic production
of synthetic fuels through price guarantees, production
guarantees, direct loans, loan guarantees, and construction of is
many as three government-owned synthetic fuel plants. To finance
the Energy Security Corporation, the President will request that
$88.0 billion in budget authority be provided, including $0.1
billion for the purchase by the Treasury of Corporation stock.
Any obligations entered into by the Corporation that commit U.S.
Government funds will be financed by the energy security trust
fund.

In addition, the proposal calls for increased funding and tax
expenditures for other energy supply and conservation
investments. In 1980, proposed budget authority for energy
supply and conservation programs -- other than those of the
Corporation -- has been increased from S0.? billion in the
Mid-Session Review to $1.3 billion, while outlays have increased
from $0.1 billion to $0.3 billion. The. increases include
provision for a regional strategic petroleum reserve, a second
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solvent refined coal plant, enhanced coal research and
development, and incentives for residential and commercial
conservation. Tax expenditures have increased from $0.1 to $0.2
billion in 1980, primarily to provide for increased exploration
of unconventional sources of natural gas.

The following two tables show the current and the Mid-Session
Review estimates for the energy security program.



ENERGY SECURITY PROGRAM -- ESTIMATES AS OF SEPTEMBER 4, 1979(fiscal years; in millions of dollars)

1980 1/ 1981 1982

Windfall tax receipts ......................................
Additional resources 2/ ....................................

Total receipts..................................
Tax expenitures...........................................

Net to energy security trust fund ...............

Budget Authority

Energy security trust fund 3/:
Low-income assistance ....................................
Transportation efficiency:./ ............................
Energy supply and conservation .........................

Energy Security Corporation financing:
Energy Security Corporation financing authority 5/ ......
Treasury purchase of Energy Security Corporation-stock..

1983 1984

2,907 9,311 14,694 14,747 14,517
523 1,989 3,794

3,430 11,300 18,488 14,747 14,517
-246 -566 -793 -1,086 -1,387

3,184 10,734 17,695 13,661 13,130

1,600
1,445
1,330

2,400 2,400
1,550 1,710

900 1,400

21,90b 22,000 22,000
1 0 0 - - - .

2,400
1,730
1,400

2,400
1,450
1,400

w

--- 22,000

Total, Budget authority ............................ 26,375 26,850 27,510 5,530 27,460

See footnotes at end of table.



ENERGY SECURITY PROGRAM -- ESTIMATES AS OF SEPTEMBER 4, 1979 (continued)

1980 1/ 1981 1982 1983

Energy security trust fund 3/:
Low-income assistance ................................
Transportation efficiency 4/ ............................
Energy supply and conservation ........................

Energy Security Corporation financing:
Energy Security Corporation financing authority 6/ ......
Treasury purchase of Energy Security Corporation stock..

Total, Outlays ............................... .

1,600 2,400 2,400 2,400 2,400
312 1,001 1,274 1,557 1,684
270 699 876 1,142 1,280

--- 100 500
100 ---. ... ... .

2,282 4,100 4,550 5,199 5,864

I/ Since budget authority for programs to be financed from the energy security trust fund, may
exceed receipts, legislation will be proposed to finance the additional amounts from anticipated
trust fund receipts.

2/ Additional corporation income taxes resulting from decontrol.
'/ Obligations of the Energy Security Corporation will be financed by the energy security trust

funa. Permanent, indefinite budget authority will be provided in the amount of obligations
undertaken each year. Treasury outlays will occur when the Energy Security Corporation borrows from
the Treasury. Estimates of these obligations depend upon the activities of the Corporation.

4/ These figures represent the transportation efficiency investments included in the President's
July 15 initiative. The spending pattern assumes adoption of a transportation supplemental early in
fiscal year 1980.

5/ Treasury authority to make loans to the Energy Security Corporation to the limit (S87.9
bilTion) of the Corporation's line of credit as provided by its statutory charter.

6/ Rough estimate reflecting the amounts of loans and loan guarantee mechanisms that might be
useW. When more detail is available on projects and mechanisms to be used, better outlay estimates
will be provided.

1984

$-A
!



ENERGY SECURITY TRUST FUND -J MID-SESSION REVIEW ESTIMATES I/(fiscal years; in millions of dollars)

Windfall tax receipts ............................
Additional resources 2/ ........................./

Total receipts ..............................
Tax expenditures..................................

Net to energy security trust fund ...........

Budget Authority

Low-income assistance (604) .....................
Mass transit assistance (401) ...................
Energy supply and conservation (271) .............
Special reserved account (allowance for energy
security trust fund) ............................

Total, Budget authority.,...................

Outlays

Low-income assistance (604) .......................
Mass transit assistance (401) ....................
Energy supply and conservation (271) .............
Special reserved account (allowance for energy
security trust fund) ............................

Total, Outlays............................

1980

2,535
640

3,175
-96

3,079

532
181
730

1,636

3,079

532
20

134

753

1,439

1981

8,072
2,429

10,501
-227

10,274

776
260

2,619

6,619

10,274

776
71

1,361

3,241

5,241

1982

12,666

17,205
-361

16,844

800
300

2,269

13,475

16,844

800
136

1,520

7,238

9,694

9,694 9,745 11,687

1983

12,548

12,548
-528

12,020

800
320

50

10,850

12,020

800
217
882

1984

12,863

12,863
-553

12,310

800
370
50

11,090

12,310

800
402
872

7,846 9,613

9,745 11,687'

1/ Superseded by revised estimates developed
was announced on July 15.

after the President's energy initiative

2/ Additional corporation income taxes resulting from decontrol.

U'
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Attachment B

DEPARTMENT OF JUSTICE
Immigration and Naturalization Service

1980 1980
Budget Budget 1980 1980
Appendix Request Proposed Revised
Page Heading Pending Amendment Request

625 Salaries and expenses... $304,354,000 $1,559,000 $305,913,000

This proposed increase would provide funds for an additional 32 permanent
employees -- 30 abroad and two in Washington, DC -- to process an increased
number of Southeast Asian refugees resulting from an expansion of therefugee program. The number of refugees from Indochina is now expected to
be 14,000 per month throughout 1980. This proposal would increase 1980
outlays by $1,547,000.

DEPARTMENT OF STATE
Other

1980 1980
Budget Budget 1980 1980

Appendix Request Proposed Revised
Page Heading Pending Amendment Request

692- Migration and refugee
assistance ............. $223,951,000 $207,290,000 $431,241,000

(In the paragraph under
this heading, delete the
period after "Hemisphere"
and insert the following:
Provided, that $207,290,000
of this appropriation shall
be available only upon
enactment into law of
additional authorizin
legislation.)

The proposed amendment would provide for the costs of transportation and
reception and placement for an additional 84,000 Indochinese refugees now
estimated to arrive in the United States during fiscal year 1980. The
amendment also provides for the United States share of the cost for care
and maintenance for the increased number of refugees in Southeast Asia, as
well as for the establishment of a special refugee processing center in
that area. This proposal would increase 1980 outlays by $176 million.

NOTE3: The additional costs for domestic medical assistance and welfare
programs under refugee assistance in the Department of Health,
Education, and Welfare have not yet been determined.



124

Attachment C

OTHER CHANGES

1979 HEW Appropriations

The Mid--Session Review estimates included a reduction of $1.0
billiii in budget authority and $0.8 billion in outlays to
reflect an amendment to the 1979 Labor-HEW Appropriations Act
that called for savings through elimination of waste, fraud, and
abuse. A subsequent ruling by the Comptroller General and the
1979 Supplemental Appropriations Act restored most of these
funds. The following table shows the Mid-Session Review and
current estimates for the affected programs.

(In millions of dollars)
1979

Mid-Session
Review Current Change

Grants to States for medicaid:
Budget authority ............... 11,384 11,710 326
Outlays.......................... 11,919 12,340 421

Assistance payments program:
Budget authority ............... 6,255 6,628 373
Outlays ............ o............ 6,288 6,661 373

Federal Financing Bank

A substantial correction was made in the Mid-Session Review
eitimates of loan assets sold to the Federal Financing Bank (FFB)
by the Farmers Home Administration (FmHA). The following table
shows the current estimates for the FFB.

(In millions of dollars)
Budget

Authority Outlays

1979 Estimate
Mid-Session Review .................. 16,156 13,023
Current ....... ...... ............ ..16,955 13,822

Difference ...................... 799 799

1980 Estimate
Mid-Session Review ................ 17,310 15,121
Current...... ....................... 12,852 10,663

Difference................... -4,457 -4,457
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The current estimates of the outlays of the off-budget Federal
entities are $13.2 billion in 1979 and $11.6 billion in 1980. As
compared to the January and March estimates, outlays of the off-
budget Federal entities are now $1.2 billion higher in 1979 and
$0.3 billion lower in 1980.

Local Public Works

The 1979 outlay estimate for this program in the Mid-Session
Review was $2,051 million, the same as the March estimate. A
downward reestimate of $200 million in 1979 was inadvertently
omitted from the Mid-Session Review. This reestimate reflqcts
actual spending trends in recent months. The current estimate
for local public works outlays in 1979 is $1,851 million.

Student Loan Insurance Fund

There was a technical error in the Mid-Session Review estimates
for the student loan insurance fund in 1980. The following table
shows the correct amounts.

(In millions of dollars)
1980

Mid-Se.ssion
Review Current Change

Student loan insurance fund:
Budget authority ................ 1,296 1,139 -157
Outlays ........................ . 1,229 1,075 -154

SS-126 0 - SO - 9
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Distribution of Allowance for Relatively. Uncontrollable Programs

The Mid-Session Review estimates included an allowance for
relatively uncontrollable programs in 1980 because there was not
enough time to incorporate all of the effects of the OPEC price
change ii the detailed estimates. This allowance has now been
distributed among the following programs:

Function and Program

National defense:
Military retired pay:

Budget authority...............
Outlays ........................

Income security outlays:
Social security ..................
Supplemental security income .....
Federal employee retirement and
disability ......................

Allowances:
Allowance for relatively
uncontrollable programs:
Budget authority ..............
Outlays ........................

(In millions of dollars)
Existing Law, 19806

Mid-Session
Review Current Change

11,452
11,435

117,161

6,260

14,346

11,546
11,529

117,414
6,270

94
94

253
10

14,461 115

109-109
475-475

109475



REVISED ADMINISTRATION TOTALS AS OF SEPTENBER 10, 1979
(in millions of dollars)

Mid-Session Review Totals ........................
Subsequent changes:

Revised energy initiative:
Energy Security Corporation financing.
Low-income assistance .................
Transportation efficiency .............
Energy supply and conservation ........
Allowance ..............................

Subtotal, energy ...... ...........
Refugee amendment:

Refugee assistance ....................
Other ............ ......................

Subtotal, refugee amendment .......
1979 HEW Appropriations:

Grants to States for medicaid .........
Assistance payments program ...........

Subtotal, 1979 appropriations .....
Distribution of allowance for
uncontrollable programs:

Social security .......................
Supplemental security income ..........
Civil service retirement ..............
Defense retirement ....................
Allowance .............................

Subtotal, distribution ............
Technical corrections:

Higher education ......................
Local public works* ...................

Revised Administration Totals ....................

ADDENDUM

Mid-Session estimates of off-budget entities .....
Technical corrections ............................

Revised total .....................

1979 1980
BA Outlays BA Outlays

558,468- 496,164 622,803 542,435

22,000
1,068
1,264

600
_-1.'63623,06

209
-1

326
373
699M

100
1,068

292
136

-753
41

178
-1

,,, 17

421
373794'M

94"-109

253
10

115
94

-475-3

... ... -157 -154--- 200 ... ..

559,167 496,758 646,135 543,298

rt0

16,334 "12,434 17,490 15,079 I
799 799 -4,45 -4,4S

1t
17,133 13,233 13,03-t 11,622 0
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Senator BYRD. Miss Rivlin we are glad to have you.

STATEMENT OF MS. ALICE M. RIVLIN, DIRECTOR,
CONGRESSIONAL BUDGET OFFICE

Ms. RIVLIN. Thank you, Mr. Chairman. My statement is very
short I think it might be most useful if I just read it.

Senator BYRD. Fine.
Ms. RiVLIN. I am pleased to appear before you today to testify on

the Treasury's request for an increase in the statutory debt limit.
My statement will cover two principal topics:

First, the budget estimates for fiscal years 1979 and 1980 under-
lying the Second Concurrent Resolution on the Budget for fiscal
year 1980, as reported by the Senate Budget Committee and now
under consideration on the Senate floor; and

Second, the budget outlook for fiscal years 1981 and 1982, using
the Senate Budget Committee recommendations in the second
budget resolution for 1980.

BUDGET ESTIMATES FOR 1979 AND 1980

The Senate Budget Committee's recommended unified budget
deficit for fiscal year 1980 is $28 billion. This is slightly below the
$29.9 billion deficit assumed for 1979. The committee recommends
a budget with outlays of $542.7 billion, which represents a 9.4
percent increase over the $495 billion projected for 1979. The re-
ceipt floor in the recommended resolution is $514.7 billion, a 10.6
percent increase over the 1979 level, as is shown in table 1.

TABLE I.-BUDGET TOTALS BY FUND GROUP

(By fiscal year, and 6ilions of dollars)

1979 1980

Receipts:
Federal l funds ................................................................................................................................. 3 19 .1 3 48.9
Trust fund s .................................................................................................................................... 18 8 .2 2 10 .2
Interfund transactions ..................................................................................................................... - 4 1.0 - 44.4

Total ............................................................... 466.3 514.7

Outlays:
Federal funds ................................................................................................................................ 363 .2 38 7.9
Trust fund s ....................................................................................................... ............... ........... i 174 .0 199 .2
Interfund transactions .................................................................................................................... 4 1.0 - 44.4

Total ............. . ............................ 496.2 542.7

Surplus of defct (-):
Federal funds ................................................................................ ..... ........................................... . 44 .1 - 3 8.9
Trust funds .................................................................................................................................... 14 .2 10.9

Total ......................................................... -29.9 -28.0

Source "Second Concurrent Reoluto on the Budget, Fical Year 1980," pepared by the Senale Committee on the 8Up( 96th Cong 1st sess,
(1979)

The committee's recommended deficit for 1980 is $28 billion,
which is $5 billion higher than the first concurrent resolution
deficit that was approved in May. Since that time, the Congression-
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al Budget Office has reestimated both spending and receipts. These
reestimates, based on a new economic forecast and a comprehen-
sive review of spending and receipt patterns, resulted in an in-
crease in estimated spending of $9 billion and an increase in re-
ceipts of $3.7 billion. The major part of the spending increase
shown in table 2 is attributable to increases in benefit payments
for social security, unemployment insurance, federal employee re-
tirement, and food stamps. These increases are the result of the
forecast of higher inflation and unemployment than assumed in
the first concurrent resolution. On the revenue side, the major
reestimate-for the individual income tax-is based on recent
Treasury collection data that show individual income tax collec-
tions coming in much faster than previously anticipated.

TABLE 2.-CBO reestimates to the 1980 First Concurrent Resolution

[In billions of dollars]

First Concurrent Resolution .......................................................................................... 532.0
Changes caused by reestimates:

Socia l secu rity ........................................................................................................... 1.7
Federal em ployee retirem ent ................................................................................. 0.6
U nem ploym ent insurance ...................................................................................... 2.3
Food stamps ................................................ 0.5
M edicare and m edicaid ........................................................................................... 0.9
Black lung disability trust fund ............................................................................ 0.5
Education and training .......................................................................................... 0.5
D efe n se ....................................................................................................................... 2 .5
N et in terest ............................................................................................................... 2.1
A g ricu ltu re ................................................................................................................ - 3.1
O th e r ........................................................................................................................... 0 .5

First Concurrent Resolution Reestimated ....................................................... 541.0
Source: Congressional Budget Office.

It should be noted that the economic outlook remains very uncer-
tain. If the economy in 1980 turns out to be weaker than forecast
by CBO in July, the deficit could rise, perhaps substantially, above
the $28 billion contained in the Budget Committee recommenda-
tion. For example, if the average unemployment rate in calendar
year 1980 were 1 percentage point higher than in the CBO forecast,
the budget deficit for 1980 would automatically rise by about $18
billion. Approximately $6 billion of the increase would be attributa-
ble to increased benefit payments for unemployment insurance,
food stamps, and public assistance. About $12 billion would be
caused by lower receipts associated with lower income levels. This
means that an average unemployment rate for 1980 of slightly
above 8.3 percent-rather than 7.3 percent, as assumed in the
Budget Committee recommendation-would increase the deficit to
the $40 to $50 billion range. This deficit figure could be increased
further if the Congress were to choose to enact spending or tax
stimulus measures to counteract rising unemployment.

I am not predicting any of these dire things, I am just saying
that they might happen.

On the inflation front, for which the outlook remains very uncer-
tain, an increase in the inflation rate would have small short-run
effects on the deficit. Spending for indexed benefit programs would
automatically increase somewhat, but the' increase would be offset
by higher revenues as inflation pushed taxpayers into higher in-
come brackets.

SS-126 0 - so - 10
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Finally, interest rates can also affect the deficit. If short- and
long-term rates for 1980 were to exceed the CBO forecast by 1

e rcentage point, the deficit would automatically increase by over
1 billion because of higher outlays for interest on the public debt.

THE DEBT CEILING

The temporary limit on the public debt that is scheduled to
expire on September 30, 1979, is, as you know, $830 billion. This
limit appears to be sufficient to accommodate the latest estimates
for fiscal year 1979; there is little danger that the ceiling will be
breached. The debt subject to limit in the Budget Committee rec-
ommendation for fiscal year 1980 is $887.4 billion. This represents
an increase of about $58 billion, and is approximately equal to the
1979 increase, as is shown in table 3. Let me take a moment to
discuss the components of the estimates. The unified budget deficit
of $28 billion for 1980 would be financed by borrowing from the
public. In addition, the Treasury would issue debt securities that
are subject to limit to trust funds that show surpluses and to
certain agencies that operate insurance funds and currently show
an excess of receipts over outlays. This combined trust fund-agency
surplus is estimated to be $14 billion.

TABLE 3.-DEBT SUBJECT TO LIMIT

[By fid year an billim of o ars]

1979 1980

Budget def t .................................................................................. .......................................... . ...... 29.9 28.0
Trust fund and agency investment ........................................................................................................... 18.0 14.0
Deficit of off-Idget Federal entities ....................................................................................................... 12.0 16.0

Total to be financed ................................................................................................................... 59.9 58.0
Means of financing (other than borrowing) and other adjustments ...................................................... .. 3.2 .....................

Increase in debt subject to limit ................................................................................................ 56.7 58.0
Debt subject to limit (beginning of year) ............................................................................................. 772.7 829.4

Debt subject to limit (end of year) ........................................................................................... 829.4 887.4

So "Sec Concren Renoluion on the Budget, Fiscai Year 1980," prepared by the Senate Committe on Ue Budget, 96th Cong. Ist ses(1979), an th Coneps et ofic.

The off-budget deficit also increases the borrowing requirements
of the Treasury. The off-budget deficit assumed in the committee
recommendation for fiscal year 1980 is $16 billion. Most of this
deficit is attributable to the credit activities of the Federal Financ-
ing Bank. CBO has generally supported bringing the activities of
off-budget entities on budget so that the unified budget would fully
reflect spending by the Federal Government. In particular, we have
advocated changing the budgetary recording of agency transactions
with the Federal Financing Bank so that those transactions are
reflected in the agency budgets.

The total amount to be financed in the recommended resolution
is $58 billion. When this is added to the estimated debt at the end
of fiscal year 1979, it brings the total debt subject to limit by the
end of fiscal year 1980 to $887.4 billion.
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THE BUDGET OUTLOOK FOR 1981 AND 1982

CBO has long advocated the inclusion of multiyear targets in
annual budget resolutions. In the absence of these targets, the
short-run consequences of legislative actions tend to overwhelm the
longer-range considerations. Even as early as the spring of 1979,
decisions on 1980 budget totals were severely restricted by deci-
sions that had already been made. Consequently, it has been very
difficult to exert control over budget totals in the near term.

The Public Debt Limit Act of 1979, approved in April, contained
what we believed was an historic provision requiring the Senate
Budget Committee to report a multiyear budget resolution for fis-
cal years 1981 and 1982, along with the first budget resolution for
1980. That provision resulted in the debate and passage of a mul-
tiyear budget for 1980-82 in the Senate in the spring.

The Senate Budget Committee has continued the precedent set
in the first budget resolution and recommended budget targets for
1981 and 1982 in their recommendations for the 1980 second budget
resolution. The 1981 and 1982 recommendations represent a pro-
posed budget plan or multiyear target rather than a simple ex-
trapolation of the 1980 recommendation. For example, the outyear
recommendation assumes a phasedown of general revenue sharing
starting in 1981, funding for welfare reform starting in 1982, and
an infusion of budget authority for energy initiatives in 1982. On
the receipts side, the revenue target for 1982 assumes a $55 billion
tax cut.

The recommended targets result in budget surpluses of $15.0
billion in 1981 and $25.6 billion in 1982, as is shown in table 4. The
surpluses would decrease the need for new borrowing in 1981 and
1982; the public debt, however, would still increase, albeit by de-
creasing amounts, under the recommended targets because of the
need to finance off-budget deficits and to issue securities to trust
funds that will be in surplus, as is shown in table 5.

Table 4.-BUDGET TOTALS BY FUND GROUP
[By Wica yma. nd in bios of dols

1981 1982

Federal funds .................................................................................................................................. 409.5 432.3
Trust inds ......... .................................... 241.2 277.8
Interfund transactions ..................................................................................................................... - 47.1 - 51.7

Tot ........................................................................................................................................... 603.6 658.4

Federal funds ................................................................................................................................ 413.1 437.0
Trust funds ..................................................................................................................................... 222.6 247.5
Inte und transactions ..................................................................................................................... - 4 . 1 - 51.7

Total ........................................................................................................................................... 588 .6 632.8

,Spus o defd(-):
Fed al funds .................................................................................................................................. --3 .6 - 4.4
Trus fun s ........................................... ........................................................................................ S. 30.3

ToW .......................................................................................................................................... 15.0 25.6

Wet ", Comm I a,) m tk W FA Yw INO," PwW by t So* Coeft O tk MK 961 Cm. 1stMW )
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TABLE 5.-DEBT SUBJECT TO LIMIT

1981 1982

W SW*t .................... I............ ....... .......................... ........ I................................ I........................ - 15.0 - 25.6

Tu t a en cy invtM e nt ........................................................................................................... 21.8 28.8
Deficit of of t e N ...................... .................................................. 12.0 12.0

Totl to be financed ................................................................................................................. 18.8 15.2

ho w in dea se to lim t .............................................................................................................. 18.8 15.2
Deb subject to it (beg in of year) ............................................................................................... 887.4 906.2

De sU ect to limit (end of ye ) ........................................................................................................ 906.2 921.4

Source "SecoM Concment Relution on the Wudgt Fcal Ye 1980," prepared by the Serate Commttee on the ut 96th Cong. Is s
(1979), am the congsso Of e

To summarize, the Budget Committee recommendation for 1980
would require an increase in the temporary debt limit from $830
billion to $887.4 billion, assuming an expiration date of September
30, 1980. This increase in the public debt limit would be approxi-
mately equal to the increase for 1979. The recommended budgets
for 1981 and 1982, however, would result in much smaller future
increases. By 1982, the public debt as a percent of GNP would
decline to 27.6 percent, compared with 32.7 percent for 1979.

I would be happy to answer any questions you have Mr. Chair-
man.

Senator BYRD. Thank you, Mrs. Rivlin.
Senator Packwood.
Senator PACKWOOD. Mr. McIntyre, may I presume that you have

prepared most of the budgets for the different departments for the
fiscal 1981 budget?

Mr. McIwnr . Some of the larger budgets, the ones that repre-
sent the greatest numbers of dollars, are still out. We will get those
at the end of this week, next week.

Senator PACKWOOD. To Congress next January?
Mr. McINrns. Well, there are two provisions in the law that we

have to deal with, one is known as the Byrd amendment that in
effect states that set expenditures shall equal receipts beginning
with fiscal year 1981 and the implication of that is that the Con-
gress will end up io 1981 with a balanced budget.

Senator PACKWOOD. Do you read that to require you to submit a
balanced budget?

Mr. McIWfrYE. We have taken the position that the congression-
al intent is that there be a balanced budget but that under the law
the President is required to submit to the Congress the budget that
he thinks is necessary for meeting the national needs and for the
operation of the Government. There is a second law, Mr. Packwood,
that I would like to also address.

Senator PACKWOOD. I want to clarify what you just said. The
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President submits the budget he thinks best for the Nation's needs
and the law is depending upon the Congress to balance it if we are
going to meet the law as it now exists.

Mr. MclNrvai. Under the way that law is drafted I think that is
a reasonable interpretation of it. I would say, however, that we
recognize the intent of the law and we certainly know well the
author's intent that we present a balanced budget, if possible.

I might add, however, that is a goal shared by the President and
a goal shared by me, as I have said to the chairman before this
committee on numerous occasions. We will do everything that we
can, economic conditions permitting, to achieve that goal.

The second statute is the amendment to the debt limit bill passed
earlier this year that has two parts to it. The first part requires the
Congress to have a balanced budget or, if it cannot, to submit in
the 1980 concurrent budget resolution what would have to be done
in order to achieve a balanced budget in fiscal year 1981. That law
and specifically the part that refers to the executive branch says
that if a budget that is transmitted by the President would, if
adopted, result in a deficit in fiscal year 1981 or in fiscal year 1982
the President shall also transmit alternate budget proposals which,
if adopted, would not result in a deficit.

We intend to comply with that provision of the law.
Senator PACKWOOD. And you will submit those proposals if your

budget is not in balance at the time of the budget document in
January?

Mr. McINTYRE. That is correct.
Senator PACKWOOD. I sent you a letter on July 25 asking what

action you were taking to implement that second part of the alter-
native balanced budget which as you are aware, is my amendment,
and I have not gotten any response to the letter yet.

Mr. MCINTYRE. I certainly regret that. I would say it is prema-
ture for me to suggest to you what steps we would take or what
alternative proposals we would make.

Senator PACKWOOD. I suggested some steps in the letter and
asked for your comments on them.

Mr. McINTym. I will check and see why your letter has not been
answered and I will see that you get an answer promptly, Senator.

Senator PACKWOOD. Let me ask you another question. On page 3
you say it is estimated now-when is now? Do you mean today or
do you mean late July?

Mr. MCINWrmE. That is consistent with our mid-session estimate
which is late July.

Senator PACKWOOD. Continuing down on page 3: "In addition,
revised incomes resulting from your economic assumptions;" defla-
tors versus inflation, what are the assumptions for fiscal year 1980
and 1981 for inflation and unemployment?

Mr. McIN'rzm. Well, for calendar year 1980, which is the basis
on which we publish the official forecast, and which is contained in
our mid-session review, we forecast an unemployment rate of 6.9



184

rCent in the fourth quarter and a CPI rate of 8.3 percent calcu-
l in terms of December 1980 over December of 1979.-

Senator PACKWOOD. 8.3 percent Consumer Price Index for 1980
and a 6.9 percent unemployment rate at the end of the year.

Mr. McINm-n. That is correct.
Senator PACKWOOD. What do you have for 1981?
Mr. McIwfyRz. We don't make forecasts that far in advance.
Senator PACKWOOD. All right.
That is all the questions I have of Mr. McIntyre, Mr. Chairman. I

have some of Miss Rivlin.
Senator ByR. Thank you, Senator Packwood.
Mr. McIntyre, the last time you were before this committee you

said in regard to the balanced budget amendment that the admin-
istration either would comply with that statute passed by the Con-
gress and signed by the President or would seek its repeal or would
seek a modification. You are now in the process, I assume, of
making up the 1981 budget. Which of those three alternatives do
you anticipate you will utilize?

Mr. McINlram. Mr. Chairman, we have just begun the process of
looking at the budget requests from the Federal agencies. We are
not far enough along at this point in time to have a firm idea of
what the 1981 budget will end up looking like. As has been said
here today, particularly by Mrs. Rivlin, we are in a period of
economic uncertainty. It is a period of time in which those of us in
the budget business have to monitor economic conditions almost
daily and it would be premature for me to suggest to you today
what the 1981 budget will look like. I did say if we cannot submit a
balanced budget for 1981, we will submit our recommendations as
to what action would have to be taken to balance the budget.

Senator Bvw. You would submit your recommendations, is that-
what you would submit-your recommendations to balance the
budget?

Mr. McIw 'RE. To the Congress.
Senator BYRD. Well, let me restate what you told the committee

before and then I want to ask you whether that is still your
position or whether you now have a different position.

You told the committee at its last meeting, the last time you
attended, that the administration either would comply with the
balanced budget requirement which is now statute, part of the law,
or you would seek its repeal or you would seek modification. Is that
still your position?

Mr. MCIWrrRE. That is still my position. I would suggest to you
that if we cannot achieve the balanced budget in fiscal 1981, then
we should take one of the latter two actions, modification or a
repeal. In any event there is still another statute on the books and
I also indicated to the committee what I would do in meeting the
requirements of that statute.

senator BYRD. Now in developing your 1981 budget, what per-
centage increase do you deem to be appropriate?

Mr. McIwryRz. Mr. Chairman, I think that just to set up a flat
percentage increase is not necessarily the appropriate way to go
about budgeting. I think what we have to do is look at the national
needs, to look at the agency requests to see how they met those
needs and then make our decisions. I would suggest to you that our
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fiscal policy, our anti-inflation policies would call for a continu-
ation of budgetary restraint on the spending side, one in which we
continue to have a budget in which there is little, if any, real
growth.

Senator BYRD. The 1970 or the 1980 budget will be approximately
10 percent greater than the expenditures for 1979. Do you feel that
that rate of increase should be substantially reduced?

Mr. Mc~ic. Mr. Chairman, if it is 10 percent, that is below
what we expect the rate of inflation to be in 1979. Therefore, you
are talking about a Federal budget in which there is no real
growth, in fact there is a negative growth.

Senator BYRD. Well, I just want to try to get an understanding of
your thinking.

Do you feel that there should be a reduction in the rate of
increase of Government spending?

Mr. McIwmYRE. Yes, sir. I have said that in the past. We should
try to slow down the rate of growth in Government spending. Now
we have done that over the past 5 years. The rate of growth has
been at about 12 percent. The budget we submitted to the Congress
in January called for a rate of growth that was in the neighbor-
hood of 7.7 to 7.8 percent.

The reason this budget is going up and the reason that the
estimates are going up are due to several factors. One, over three-
fourths of the increase is due to the uncontrollable items in the
budget. The total percentage of uncontrollable items in the 1980
budget was about 76 percent in the January submission. The other
increases that we have submitted to you deal primarily with the
energy problem that this country is facing, with our commitments
in the Middle East and with some other increases that the admin-
istration is supporting. Basically what we have submitted to the
Congress is a budget that does not provide any real overall growth
in Government expenditures.

Senator BYRD. When President Carter was a candidate for Presi-
dent in 1976 he told the people of this country day after day and
day after day that the Federal Government was spending too much
money, that expenses had to be curbed and restrained, the rate of
increase had to be reduced and a balanced budget had to be
achieved. Since that time Federal spending has increased in round
figures 35 percent.

Now let me ask you this and then I am going to yield to Senator
Dole. The New York Times reports that you and you alone of all of
the administration officials are permitted-or the others have been
admonished, put it that way-not to discuss any possible tax reduc-
tion and that any such discussion must be cleared through you,
according to the New York Times. My question to you is, do you
foresee a tax reduction during the Presidential year of 1980?

Mr. McImmary. Mr. Chairman, let me answer the first parts of
that question first. The President did say that he wanted to reduce
the growth of the Federal budget, he did want to reduce the
amount that the Federal budget represented in the gross national
product. He has done that. The Federal budget has been reduced
by about 1.4 percentage points of GNP from 1976, as I recall, to
1980. That percentage point decrease has changed somewhat be-
cause of a slower growing economy. It has changed from what we
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proposed in January, but the fact is that the percentage that the
Federal budget represents or takes from the gross national product
has been reduced by President Carter and we will continue to
strive to reduce that amount. If the economy slows down it drives
certain expenditures up such as the unemployment compensation
fund and also reduces the owth.

Senator BYRD. I am glad you mentioned the unemployment com-
pensation fund because that brings back a question that I asked
earlier to get a breakdown of that. As I understand it there is a
very substantial surplus in the unemployment compensation but
let's see if there is or is not a surplus in that fund.

Mr. MCINTYRE. Oh, absolutely.
Senator BYRD. What is the surplus?
Mr. MCINTYRE. Well, based on our January figures, and these

have changed some, the surplus is about $3.3 billion.
Senator BYRD. It has been higher than that, has it not?
Mr. MCINTYRE. In 1980, the cumulative.
Senator BYRD. What is it now?
Mr. MCINTYRE. The cumulative total?
Senator BYRD. The cumulative totaling $18 billion for the trust

fund. I want to know at that point, since you brought it up, what
the unemployment is?

Mr. McINYRE. We currently expect the surplus to be for 1980 to
be $2.0 billion.

Senator BYRD. So that is a surplus. Now the expenses of the
deficit of the Government would be much greater, it would be $3
billion greater were it not for that surplus in the unemployment
fund which is paid entirely by the employers of this country.

Mr. McINTYRE. Let me give you those figures for all of those
trust funds if I might.

Senator BYRD. Good.
Mr. MCINTYRE. In the Federal Old Age Survivors and Disability

Insurance Trust Fund we are talking about for 1980 now about
$700 million deficit.

The Veterans Life Insurance Trust Fund is about $200 million
surplus.

Federal Employees Retirement Fund is about $8.3 billion. Unem-
ployment Trust Fund $2.0 billion.

Health Insurance Trust Fund about $3.7 billion.
The Highway Trust Fund is about $1.1 billion and the Airport

and Airway Trust Funds about $800 million.
Senator BYRD. All that adds up to $18 billion.
Mr. MCINTYRE. About that, yes.
Senator BYRD. About $18 billion. In other words, without the

Federal Employees Retirement Trust Fund plus those other items
the cost of operating the Government would show a deficit. You
have $18 billion more than it is going to show under the bookkeep-
ing that is being used.

Mr. MCINTYRE. Without those surplus funds for the Treasury to
borrow, they would have to go out and borrow that money else-
where.

Senator BYRD. That is right.
Now the second part of my question you were going to answer.



137

Mr. McIwryR . I have forgotten the second part, Mr. Chairman.
Refresh my memory.

Senator BYRD. The basic part of my question was, before we went
back to the previous one, you are the only one according to the
New York Times who is permitted to discuss the possibility or lack
of a tax reduction in 1980.

Mr. McItNrmi. I have not read that article.
Senator BYRD. Can you tell this committee or assure this commit-

tee whether the administration will recommend a tax reduction
during 1980?

Mr. McImmRiE. Mr. Chairman, I would have to take the position
that Secretary Miller also took. I do not know at this time. It is
premature. We are in a period of economic uncertainty and our
position is that we will have to monitor the economy very carefully
and we will make any decisions about any type of countercyclical
packages, either spending or tax reduction, at such time as it is
appropriate to do so. It is not appropriate to make those recommen-
dations at this time.

Senator BYRD. Well, I agree with that and I do not favor a tax
reduction at the present tune. It probably will come up, however,
and the only reason I reserve judgment and the only reason that I
may vote for the tax reduction now is because it appears to me
that as a campaign weapon a tax reduction may be proposed in
1980. Now if that is going to be the case, I might just as well vote
for it now. I just wondered whether you would be prepared to give
us any assurance one way or the other.

Mr. MCINTYRE. Well, it is premature to make any decision on
what type of countercyclical package might be appropriate until we
have seen what happens in the economy. We need to have some
time to look at the 1981 agency budget requests, and until such
time as economic conditions require any change in our fiscal poli-
cies--

Senator BYRD. Just one final question in that respect and I will
yield.

Do you regard a tax reduction as helpful in achieving a balancedbudget?Mr. MCINYRE. As helpful?

Senator BYRD. As helpful.
Mr. McINTYRE. If you operate from a deficit and you have a tax

cut, it is obviously going to increase the deficit. If you use all the
surplus up, then you can still have a surplus.

Senator BYRD. But if you operate from a deficit, you feel that it
would not help achieve a balanced budget?

Mr. MCINTYRE. Obviously if you are operating from a deficit
position and you have a tax cut, it is going to reduce your revenues
or your receipts by some amount and would have the effect of
increasing the deficit. But that amount would not necessarily be
the same as the tax cut, because the tax cut could stimulate higher
levels of economic activity and thereby yield additional tax re-
ceipt.

Senator BYRD. That being the case and because the President
and you both are committed to a balanced budget, I can't conceive
that you would be in a position in 1980 to advocate a tax reduction.

Mr. MCINTYRE. Nobody is advocating ofle at this time.
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Senator BYRD. Correct. I was just seeking some assurance that
you probably would not so advocate.

I yield to Senator Packwood.
Senator PACKWOOD. Thank you.
Senator Dole said he would not mind if I asked Mrs. Rivlin two

questions.
Mrs. Rivlin, you make some reference to your economic forecast

which is 7.3 percent in 1980. Is that correct?
Ms. RIvuN. Yes.
Senator PACKWOOD. What is your estimate for the Consumer

Price Index for 1980?
Ms. RivUN. For calendar year 1980?
Senator PACKWOOD. No, fiscal year 1980.
Ms. Rivui. We estimate a rise of 9.8 percent.
Senator PACKWOOD. 9.8 percent CPI in fiscal 1980 and yet with

those two figures you estimate that there would be a $15 billion
surplus in fiscal year 1980 and--

Ms. RIVUN. In fiscal year 1981.
Senator PACKWOOD. Excuse me, 1981. You are right, for 1981.
Let me ask you the figures again for 1981 on your estimated

unemployment and CPI rates.
Ms. RJVUN. These are the rates that underlie the Senate Budget

Committee's forecast?
Senator PACKWOOD. Yes.
Ms. RivLIN. They are assuming 8.6 percent for the rise in the

Consumer Price Index and 7.1 percent for the unemployment rate.
Senator PACKWOOD. With those figures we can achieve a $15

billion surplus even though there will be some increased funding
for welfare reform and as you say the infusion of budget authority
for energy initiatives?

Ms. RIVUN. The funding for welfare reform comes in in 1982, but
the basic answer to your question is yes.

Senator PACKWOOD. Are you talking about a phase out by a
phase down?

Ms. RIVlUN. Yes.
Senator PACKWOOD. 7.1 percent unemployment with that $15

billion surplus?
Ms. RIVUN. That is right.
Senator PACKWOOD. I have no other questions.
Thank you very much, Mr. Dole.
Senator BYRD. Senator Dole.
Senator DOLE. What do you anticipate next year in the way of

revenues from the crude oil tax?
Mr. McINYRJmE. Senator Dole, I would like to get you a more

certain figure on the receipts for the windfall profits tax.
Senator DoLz. You can supply it.
Mr. McImzyR. Senator Dole, let me get the most recent estimate

of that for you.
Senator DoLs. It might help us in our deliberations on the Fi-

nance Committee if we knew what was anticipated.
Mr. MCINTYRE. Our estimates as of early this month, September

4, for the energy security program show in 1981 windfall tax re-
ceipts of about $9.8 billion, some additional receipts as a result of
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decontrol of about $1.9 billion, for a total before any tax expendi-
tures of about $11.3 billion.

The Treasury should have completed the estimates that you and
I were discussing previously and I will see that you get the appro-
priate administration figures on the windfall tax receipts.

[The document to be furnished follows]:
EXPLANATION OF ECONOMIC ASSUMPTIONS UNDERLYING WINDFALL PROFITS TAX

Rzcmimi ETMmAThS

For the purposes of budgetary estimates, the Administration has assumed that
world oil prices grow at no more than the rate of domestic inflation. One reason for
this is fiscal prudence. If oil prices grow at a relatively slow rate, the cost of the
programs proposed by the Administration is relatively high, while the estimated
receipts from the windfall profits tax would be relatively low. To ensure that the
combined recei pts and expenditure effects of the energy security program do not
add significantly to the Federal budget deficit, the Administration chose a set of
energy programs that could be financed within a conservative receipts limit. If
world oil prices grow at a more rapid rate, the Administration would make appro-
priate changes in its fiscal and budgetary policy.

Experience with OPEC prices since the first embargo in 1973 cautions against
assuming a positive rate of oil price growth. Between the OPEC price increases of
1973-1974 and the most recent round of price increases this year, real world oil
prices actually declined at an average annual rate of 3.3 percent. The Administra-
tion believes that for budgetary estimates we should neither assume that oil prices
will decrease in real terms in future years, nor should we expect them to increase at
any particular rate. For the purposes of receipts and expenditure estimates, we
believe that a zero percent rate of real increase in world oil prices is the most
appropriate choice.

The Administration recognizes that world oil prices may rise at a more rapid rate
than assumed. To show the effects of more rapid oil price growth, we are including
estimates based on 1 percent and 2.4 percent real oil price growth in addition to the
estimates used for budgetary policy.
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Senator DoLs. In February when the debt limit was before Con-
gress we did not foresee an inflation rate in excess of 13 percent.
According to most experts we are in or entering a recession with
rather high inflation. How do these changed circumstances insofar
as inflation is concerned affect efforts to balance the budget for
fiscal 1981?

Mr. MclwI iw. Senator Dole, in many respects the performance
of the economy will make our effort to balance the budget in 1981
exceedingly more difficult than we felt that it would have been last
January when we proposed the fiscal year 1980 budget and when I
testified before this committee in February. We have tried to look
at the changes that would result from the effects of increases in
the inflation rate both in terms of what that means in higher
receipts and in higher expenditures. A net increase in the deficit
resulting from a 1 percentage point higher inflation and 1 percent-
age point lower growth, beginning in 1980, for fiscal year 1981
would total about $4.5 billion.

Senator DoL. Did Congressional budget office agree with that
assessment?

Ms. RIVLm. Approximately.
Senator DoLs. Do we have any idea at this point what cuts the

administration may be proposing in order to achieve the balancedbudget?Mr. McINrnm. Senator Dole, we have just begun the fiscal 1981

budget process. As I said earlier, the small agency budgets have
been received at OMB but we are still expecting the budgets from
the larger agencies later this week or the first part of next week. It
is really just too early for us to tell you what the 1981 budget looks
like. We will begin our analysis immediately. I begin my personal
reviews of these budgets next month, and we will not have a good
feel for what actions will be required until sometime in December.

Senator DoLz. How much of a windfall will the Government reap
from taxes on inflation in 1979 and 1980? It is 11.6 billion this year
if we assume that inflation rate is 10.3 percent or something like
that?

Mr. McImYu. I can tell you that the effect of a 1 percentage
point increase in the inflation rate beginning in January of 1980
would increase receipts by about $9.6 billion.

Senator DoLz. There are some of us who have an interest in
adjusting the system for inflation. Do you object to indexing.

Mr. McINma. We have some real reservations about indexing
the tax system, yes.

Senator DoLz. There are about 6 States who have adopted some
form of tax indexing. In some cases the tax brackets, the personal
exemption and the zero bracket or standard deduction is adjusted
to reflect inflation. I believe there is increasing interest in the
Congress in that concept. After all Congess has been trying to do,
about unsuccessful, a type of legislative indexing. Is it easy to
justify taxing inflation?

Mr. McINT'Ra. Well, it is never easy to justify any tax, Senator
Dole, but I think that what we need to recognize is that we have a
budget that has substantial built-in increases because of the so.
called entitlement programs. The indexing of those programs, and
because of other uncontrolable types of expenditures-means that
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a large part of the budget is uncontrollable in the sense that unless
the Congress acts to put restrictions on those programs we are
obliged to fund them.

I think one thing that this Congress and the administration is
going to have to come to grips with if it intends to pursue a
balanced budget on some type of regular basis is how to deal with
these automatic increases in the budget. We have proposed a sub-
stantial amount to be reduced in the 1980 budget, a substantial but
I think reasonable amount. We have not seen a whole lot of inter-
est on the part of the Congress, quite candidly, in those reductions.
To sit up here and talk about reducing taxes, when we cannot even
deal with very modest reductions in the budget, would, I think,
cause some people to won icr if we are really serious. I think that if
we are going to continue to be concerned about balancing the
budget, then we have got to show we are serious about Federal
expenditures.

I will suggest that we ought to take that route before we start
limiting and indexing the tax system and taking other actions
which will, in effect, tend to increase your Federal deficit.

Senator BYRD. If Senator Dole would yield at that point, I agree
with you 100 percent but in reply to one of my questions earlier
you said in effect that we need to index Federal expenditures. You
didn't use the word index.

Mr. McINTrm. No, sir.
Senator BYRD. But you said that Federal expenditures needed to

keep up with inflation, or words to that effect. You didn't use that
exact term.

Mr. McINTm. I didn't say they needed to, Mr. Chairman. I said
basically that the budget for 1980 was in effect a budget that
represented no real growth because the inflation rate was
actually-

Senator Bnw. You are indexing the expenditures.
Mr. MclwrYm. No, sir.
Senator Byw. I don't believe in indexing the expenditures. I

have not been able to convince myself that we ought to index
income tax.

Mr. MCINTYRE. I have taken the opposite approach. Committees
have asked me why didn't I automatically give agencies an amount
equal to the rate of inflation and I have argued against that and I
will continue to argue against that.

Senator BvPw. But the overall total of your budget does just
about that.

Mr. McINRyi. Well, yes, certainly it does, Mr. Chairman, but
you have to realize that in that overall total we have real growth
in the defense area, we have a 13 percent growth in social
security, we have about a 11 percent growth in Medicare. Those
growths are all offset by reductions in other programs so if you
look at the budget as a total, sure there is real growth in some
programs but there are reductions in other programs and there has
to be for us to get down to a level of expenditures that are below
actually what we expect the rate of inflation to be.

Senator BYRD. I won't go further on Senator Dole's time but I
look at the total amount of spending and the total amount of
spending is up substantially.



143

I am sorry, sir.
Senator DoL. I certainly agree that Congress has been a contrib-

uting factor to the problem. I believe about 63 percent of Federal
programs are indexed. I assume that is because acts of Congress so
provide which presents a problem to any administration and I
assume that would be an argument against any further indexing
on the tax side.

We will have some opportunities in the next few days in the
Senate to see how Congress really feels about balancing the budget.
I don't think any of us are looking forward to some of the votes. It
has been suggested that one way to balance the budget is to prohib-
it increases unless two-thirds of the Congress approves. That sug-
gestion will probably be brought up when the debt limit, goes to
the floor.

Mr. MCINTYRE. Well, in general we have expressed concern about
trying to establish arbitrary types of controls on the deficit. We felt
that the appropriate way to deal with budget problems is for the
President to submit his recommendations to the Congress for what
he feels are the requirements to meet the national needs and to
fulfill the statutory responsibilities required of him. The Congress
should then debate those issues, make its own judgments, and I
underscore the word "judgments" about the priorities, and come up
with a budget to fund those problems. It is my judgment that that
is the best way to proceed.

Senator DoiE. I have no further questions.
Senator BYRD. Thank you, Senator Dole.
Just a couple of brief questions.
The Government overall is really a net gainer, is it not, Mrs.

Rivlin, from inflation?
Ms. RIVuN. I don't think anybody gains from inflation, Mr.

Chairman. It is true that government revenues rise in general
somewhat faster than the automatic increase in government ex-
penditures.

Senator BYRD. Yes, that is what I was referring to.
And that is correct, is it not?
Ms. RIvu. Yes, it is.
Senator BYRD. In regard to indexing the income tax, I have never

been able to bring myself around to thinking that that is a good
idea. It seems to me what that would do is to tend to encourage
inflation or at least eliminate the fight against inflation. Does
either one of you have a comment on that?

Ms. RVLUN. I agree. I think it would make it more difficult for
the Congress to resist a tax cut that might well not be appropriate
at a moment when you had high inflation. If the tax cut were
already automatic, it would be harder to undo it.

Senator BYRD. Is that your opinion?
Mr. McINTYfi . I would agree.
Senator BYRD. Now I have a slightly different view in regard to

indexing capital gain. It seems to me that is in a different category
because so much of capital gain is created by inflation. Do you see
a distinction between indexing capital gain as against indexing a
straight income?

Ms. RIVUN. I think there is a stronger argument for indexing
something on the capital gain that is created over a long period. It
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is a very difficult matter, as you know, to figure out how to do it
equitably.

Senator BYRD. You do feel it has some merit?
Ms. RtvuN. I think there is some merit in it, yes.
Senator BYRD. What is your attitude, Mr. Mcintyre?
Mr. MCINTYRE. Well, I think that again this is something that we

would prefer at this time not to see occur. I do think I agree with
Mrs. Rivlin that a stronger case can be made in the capital gains
area.

Senator BYRD. Is the U.S. Government's financial affairs on a
sound basis? I ask you, Ms. Rivlin?

Ms. RIvUN. I think that is a difficult question to answer yes or
no. Basically, I am not worried about the financial future of the
U.S. Government. I am worried about the state of the economy
right now, and the decisions that need to be made about the
economy-such as what the budget should be like in the next year
or so-are extremely difficult. But I am not worried about the basic
soundness of the financial affairs of the U.S. Government.

Senator BYRD. Mr. McIntyre, do you feel that the Federal Gov-
ernment over the years, including now, has been operated in a
sound financial way?

Mr. McIwrmERi. Overall I would have to say yes, and let me give
you a couple figures to support that. First of all, the debt as a
percentage of the gross national product is going down. If you look
at in 1977 the debt held by the public as a percent of the gross
national product, it constituted 30.1 percent. In 1978 it was 29.9
percent. We estimate that in 1979 the percentage to be 28.1 and
then the 1980 estimate is 27. So I think as a percentage of GNP our
debt held by the public is going down.

I think also, going back to my figures about the amount that the
Government represents of the gross national product, the fact that
that percentage is decreasing I think is a healthy sign. So I think,
yes, that the Government has managed its finances well.

I think there is always room for improvement though. We should
constantly strive to increase productivity in the Federal Govern-
ment. We should have financial management plans, and along
those lines, Mr. Chairman, I have at OMB a 10-point program that
I instituted back in the spring of this year to deal with such
matters as outstanding debt collections, to get all of the federal
accounting systems approved by the GAO. I was absolutely amazed
when I found out that we had a number of systems that had not
been approved by the GAO. We have made tremendous progress in
improving the financial management in the Federal Government
and I will continue that effort while I am the Director of OMB.

Senator BYRD. I would be very glad if you would be good enough
to submit to this committee, because we have held a number of
hearings on it, the record of debt collection of foreign debts owed
the United States.

[The following was subsequently supplied for the record:]
The following tables, reprinted from the 1978 Annual Report of the Secretary of

the Treasury, show outstanding World War I debts, most of which are not being
repaid andWorld War II (lend-lease) and foreign assistance and foreign trade loans,
virtually all of which is being repaid on schedule.



0

'The Federal Republic of Germany has recognized liability for securities falling due equivalent.
between Mar. 12. 1938, and May 8,1945. 'The indebtedness of Nicaragua was canceled pursuant to the agreement of

'$ 480,090 has been made available for educational exchange programs with Finland 1933.
pursuant to 22 U.S.C 2455(e). 'After deduction of claim allowance of S1,81 3.429.

'Includes S13.155.921 refunded by the agreement of May 28, 1964, which was ratified 'Excludes payment of $100.000 on June 14, 1940, as a token of good faith.
by Congrea.Nov. 5,1966. "Pncipally proceeds from liquidation of Russian asets in the United State.

'Includes $12353,468 on agreement ofMay 28, 1964.

Apr. 14.

Indebtedness of Foreign Governments
TABLE 99.-Indebtedness of foreign governments to the United States arising from World War I, Sept. 30, 1978

Interest cre rni
Agemn accrued Cumulative payments Accrued Princinal

Agreement Total . Unmatured interest and interest
obligation hrough Total Principal Interest outstanding principal not yet due and

1973 due unpaid

Armenr .................................... S 1.959,917 $35,316.276 $47,276,193 532 ............. $47.276,161 ............. $;50,727 S47,125.433
Austrias ................................... 26.43.149 11.596.984 38.440,133 862.668 .............. 37.577.465 .............. 274.142 37.303.323
Belgium ................................... 423.587,630 421.699.637 945,287.268 19.157.630 , S33.033,643 793.095,995 S10,880.000 2.531.063 689.634.932
Cuba. ...................................... 10.000.000 2.286,752 12,286.752 10.000.000 2.286.752 ............ ........ ....... ......
Czechoslovakia ........................... 155.071.023 211.507.328 396%578,351 19.829.914 304.178 376.444.258 44.745,000 i.699,8i6 329.999.442
Estonia .................................... 16,958.373 28,799,934 45,758.307 I 1.248432 44,509,864 4.176.000 174.877 40.158.987
Finland .................................... 9,000,000 12.661.578 21.661.578 89.000.000 12,661.578 ................. ......... ........
France ..................................... 4,128.326,088 4.801.303.367 8,929.629.455 226,039.588 260.036.303 8,443.553,564 945.585.577 40.11.816 7,457.856.171
Great Britain .............................. 4,933.701.642 9818.097.840 13,751.799,481 434.181,642 1.590.672,656 11,726.945,183 1.132,000.000 46.399.890 10.548.545.293
Greece .................................... '34,319,844 6.573,389 40.893,233 1,784.376 5.960.558 '33.148.299 16,380,468 216.831 16.551,000
Hungary ............................... . 2.051,898 3.590,704 5,642602 1.501.238 3.585.054 556.310 550.660 5.650 ------------
Italy ....................................... 2,04.870.444 570.883.606 2.615,754.050 37,464.319 63,365.561 2.514.924.170 625.400.000 6.014.058 133.510.112
Latvia ..................................... 7094.654 12.742.724 19.837,379 9.200 752.349 19.075.30 1.768,300 76,936 17.230,594
L ria.................................... 26.000 10.472 36,472 26.000 10.472 ............ ............. ............ ............
Lithuania ................................ 6.618395 11.218.536 17,836.931 234.783 1.003.174 16.598,975 1,751,345 65.827 14,781.803
Nicaragua' ................................ 141,950 26.625 168.576 141.950 26,625 ................. ......... ........
Poland ..................................... 213.506.132 366.136.313 579,642,445 1.287.297 21.359,000 556,996.148 57.694.000 2. 188,397 491.113.750
Romania .................................. 68.359.192 88,442,110 156,801.303 '4.498.632 292.375 152-010.295 17.089,000 656.399 134.264.896
Ruis ..................................... 192.601.297 534,454,293 777.055,590 ............. m8.750.312 768,305.278 ......................... 768.05.278
Yugoslavia ................................ 63.577.714 50.139.102 113.766.815 1,952,713 636.059 111.178.063 18.944.000 632.289 91.601,754

Total .................................... 12371,615,344 16,037.537.569 28,416152,914 767.971.994 2.005,985,082 25,642,195.838 2,966.964.350 101.19&720 22,574,032,76

'Includes capiutalized interest. 'Interest payments from Dec. 15, 1932. to June 15. 1937. were paid in pengo
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TABLE 100.-Status of German World War I indebtedne= Sept 30, 1978
Funded Interest Cumulative Total Undiatured Principal and

indebtedness through Total payments interest dueJune 30 1978 Principal Interestp ipal and unpaid

Agreemeats of June 23. 1930. and May 26, 1932:

Mixed cla s (riksmsr) ..................
Amy ca (reichsmarks) ...............................

'1.632.000.000 1251.M40,000 2.883540.000
1.048.100.000 973,143.,302 2,021,243,302

81,60,O. 5,610.000 2,796.330.000 142, 00.00 2,653..30.000
5000,000 s56,406 1,969.786.896 ............ ',969"76.896

Total (reichamarks) .................................... 2,60.00.100 2,224.6g3.302 4.904.793.302 l32OnM

U.&S dollar equivalentI ................................... 11059,10 7,666 $896655088 SI955,762754 4_31,539,596 1$2,048,214 S.922.174.94 357.51.240 S1.864.593.704
Ap ummnt of Feb. 27. 1953, mixed claim
(U. dollars) ........... .................

'Agleement of Feb. 27. 1953. provided for cancelhlt
49,600.000 reichsmarks and issuance of 26 dollar bonds total
bonds mature serially over 25 years beginning Apr. 1. 1953.
S4 million denomination.

'Includes 4.027.612 reichtmarks (1.529.049 on moratorini
sad 2.49,.563 interest on funded agreement) deposited by C
Konversioakasse fur Deutsche Auslandsschulden and not
dollars as required by the debt and moratorium agreement.

97,50 ............... 97.500.000 97,50.000......................... ............ ............

ion of 24 bonds totaling 'The unpaid portion of this indebtedness is converted at 40.33 cents to the reichsmark,
dng $97.,00,000. The dollar which was the exchange rate at the time of default. The 1930 agreement provided for a
All unmatured bonds are of conversion formula for payments relating to the time of payment. These figures are >

estimates made solely for this statistical report.
agreement (Army costs)

)erman Government in the
)aid to the United States in

•Payments converted to U.S. dollars at rate applicable at the time of payment: i.e.,
40.33 or 23.82 cents to the reichamark.
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TAK 101.--Outstanding long-term principal indebtedness of foreign countries on U.S Government credits (exclusive of indebtednessariing from World War I) as of SePL 30. 197& by country and major program1

[In million of dollars and dollar equivalentsj

Udr Udr derpm etra ssTae At Lend-lease. CommodityExport- UU A r a Development and Assistance Act Surplus Credit Other
Country Import ammtame Loans of foreign Long- property. Corporation creditss Total

Bank Act (and related) currencies term and other export
acts dollar war credits

To foreign To private, rdts cnsgovernments enterprises ci accounts

A r 16.6 19.8 ..... .. ".. . ...... 36.4Fra ............................................. 4 . ---------- --------......... ... . . 0. 3.98rad dm ............................ 60 ... .......... ...... .......... .......... ...........1..relmark ........................................... 5312 .......... . ......... . .......... . ......... . .......... ........... 61.4ia....................................2................................ ........... .......... .......... ............ 3.9FrLamo17. .. .20................................... .14
.......................................... " - - - .. ...... ...... . . 2 .......... .........

Irceay d .................. .................. 237.2 5.......... ..................... ........... 1. ........... ........... 63.5
6.t3a ....................................... 988 1.4 1.0 .......... 1.3 .................... .- I ........ 12.0Ireh ....................................... 70. .9.......................................... ... .............. . 35. 0Italt.............................................. ............ .......... ........... .......... .......... ........... 219.4Lu g. ................................... 3 ....................................... 1 . . .....M la ............................................... ....... . 5.0 ........... ..... .... . ... .. .......... .. ......

Yethelanda.................................. 46... ......... .......... 11.5Eorpay .................Atomic.Energy.Commun.ty .1 . . ........... ......... ...."..": ."." ..................... 241.0Portga ........................................... 98.8 327.0 1.8 .......... I=2. .......... 2".3 ........... 747.9
pan .................................. .............. ... .. 1.9.................. . ......... .. ........... i..7w e ............................................ 74.0 ................. .. .4.0Switz rlan ........................................ 8.0 .......... ........... .... .:. : 7 ..... .... ........." .. .. .."' ...........

United Kigo --.... :........................ 222.3 140.6 ........... .......... ........... 387.1 .......... i:.4836 3.233.'5
Yug sai .................. .......... I........... 479.9 45.7 105.6 .......... 62.5 (0) 17.5 ........... 711.3

Earp Atomic Energy Community .......... 10.1 ...... ............... .......... ........... .......... .......... 31.4 41.5
Col ad Steel comnity .......... .......... 6.6 ........... .......... ........... .......... .......... ........... 6.6

Weser Europe-Regiond ...................... ". 47.6 ----------........ .... ......... . ..... .......... .......... ........... 47.6

W tern Europe ............... ..........

.......oooovka ........ ............... o. o..o..

Poland ... ..................................
Union of Soviet Socialist Republics ...........

,.,.Eastern Euarope............................

2897.7 662.5 __R3.0 - -1--.0 448.1 286.3 2.535.0 7.2910

.......... .......................................... 4.9 ..................... 4.9
180.3 17.2 .................................. - - -659.5 ........... 957. i
70.0 .................................. ............... 35.3 ----------- M.2442.9 .......... ........... ......... .. .........- --- 674.0 ---------- .. ----------

693.2 -- - 17.2 ........... ... ..... ........... 678.9 M948 .......--------.
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CYP, I........................................ . .................. . ...----- .......------- 12.7 ........... 13.2
Fypt. Arab Repub or ................. ....... 23.5 731.6 11.9 .......... 61.9 153.1
Grcete ......................................... 28.6 586.2 ...... 136.3 5354 352.7
Iran ............................................... 494.7 31.6 23.5 .......... 31.2 23.3 ......... . ........... 604.2

1~Z ......... ................................. .7-"-2.9 ---------.---------- .----------- 3.6Jra ............................... 146.3 3.765.8 32.1 .......... 233.2 ......---- ------- .----------- - 4,177.4............................ .- 149.4 3.7 .......... 45.3 ......... . ......... ........... 206.2
N 37.6 27.7 ........... ......... 19.5 ...... .4.8

utu Arabia ...................................... 3.8--------------------------------- ...........-...........-------------- ----- 3.8
Syria .......................................... ........ 32.7 9.3 . .. 51.2--............---.-------.-.. ..... 3.'I a k y ............... .-. . . . .3 . . . . . . 1.. .......... ......... ........... 93.2
1 ur a R................. ................. 185.0 1,322.8 42.1 7.2 55.5 .......... ........ -- 119.6 1,732.2
Yemen Arab Republic ............................... 1.3 ............ ........... ..........

sNe ( .............................
Afsha is ......................................

a ..a.de. Pples Republic ...................
Inc OO ...................................

eae .er.e........................................

Pita

Mea..a .riln ...........................
Angoa... ... Re.l ........ ...........

S h sia ......................... ..............GaI o ..............................................G la ...............Ver..........................

t io a .............................................
san .............................
Camo ...........................................

V r ......................................
Ce o.n. . ...................

Cos.PoisRpin r................
Ethopa ..................................
M adarm (M lg eu lc.............................
Mua ......................................

Iv r 4 .. ....... . ...............
Kenar .....c ................................
Maasee foooteagind oRetbl. ........

929.0 6.648. 334.1 7.3 1,061.9 23.3 149.2 173.0 9.325.7

1.5 80.9 1.8 ---------- 25.5 ...... .---------- .------------ - 109.7
1.1 165.3 ............ 3 524.9 ..........--------------------. 691.7

64.5 710 ........... 44.1 656.3 ..........-.......... 8.3 3,483.3
.1 2.0 ---------- ...........-........... ..........-........... 2.2

61.8 1.725.8 214.8 5.3 555.7 .......... 33.0 ........... 2596.521 24.7 7.1 .2 167.8 .......... .......... ........... 201.9...--- 2.7 1.4 .1....167.. .---------------------201.....9.. . . .1- - -- - .. .. . . 1.4

131.0 4,708.2 225.7 49.9 1.930.2 ---------- 33.0 8.3 7.,086.7

408.3 -..........-.....-... .......... 4.1 ....................-........... 412.34.0 ...-------------- -- . ------------ -........... ..........-........... 4o............... .. .... ...... ......... . ......... . .......... 18.1.......... 21.9 ........... .......... ........... .......... .......... ........... 21.9
14.9 24.4 x ......... .......... ........... .......... .......... ........... 39.3

.......... .......... .......... o. .......... ........... .......... .......... ........... ........2.8 .......... ........... .......... ........... .......... .......... ........... 2.

........ .3 ..........: .......... ":--"] ..... S '":" "-:-.' "."--:" ... i2
5.-14.- ------..-- 6- 2

18.0 3.1 ........... - - --------- .---------- .----------- 21.1

34.6 124.3 10.3 1.2 29 ....................-........... 200.4
14.8 6.9 19.0 .......... 47.5 ....................-........... 88.3
50.7 6.6 1.3 .......... 1.7 ---------- ..................... 60.2
6.0 85.7 ........... 1.......... 3.9 ---------- .......... 4.1 99.7

13.3 76.7 ........... .......... - 22 14.7 --------------------- 106.9
.--....... 6.0 ........... ..........-................. -------------- .- 6.026.5-..........-..........-...................... .....-..... ........... 26.......... 3.9 .2- .............................. .......... -........... 4.0

3.8 ............................... -........... .......... ..................... 3.8
46.4 366.1 44.7 1.2 89.5 .......... 17.6 ........... 565.6
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TABLE 101.-Outsanding long-term principal indebtedness of foreign countries on U& Government credits (exclusive of indebtednessarWng from World War I as of Sept, 30. 1978, by country and major program '-Continued
[In millions of dollars and dollar equivalent]

M o n ......................................
er ...... ........................... ....

Ni ...........................................

Sec ....................

.. {o,).............
errn ~o te...........~..............Sier a ncecs .

Sogniaha

w eee e B................
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TABLE 10.-Outstanding long-term principal indebtedness of foreign countries on U.& Government credits (exclusive of indebtedness
arising from World War I) as of Sept. 30, 197& by country and major program '-Continued

[In milions of dollars and dollar equivalents]
Under Under Agricultural Trade Lend-lease, CommodityUd Under Development and Asitac Act

foreign surplus Credit Other

Co.port ary Iltir LOM of foreign Long- p y, Corporation credit Total&
a (an related) currencies term and other export

acts a dollar war creditsTo foreign To private w accounts
govermemts enterpme a

Central American Fund for Monetary
;Ategration ........................................ .......... 10.0 ..................... .... ............ .. ..---------- ------------ 10.0

Western Hmaphete-Regional .................. ....... 20.7 ............................................ . 2--------------------7
Western Hemispb ere-Un pecfed .............. .......... 4.1 ........ ........ ........ 6.8 .......... ........... 10.8

Western Himilere ............................ 2799.3 4,766.8 45.7 .6 397.8 7.0 216.9 1.6 8,235.9

United Natom .......................................... .................................................... .......... 31 38.1
Worldwide--Unpecfied .................. ........... ............ . ----.... ........... ........... 4

Worldwide ................................................ 4 " 38.1 38.5

Worldwide good ............................... 11,436.5 20.4029 1,094.1 62.0 5,872.9 1,335.8 1,915.6 2,913.1 45.032.8

0 Loca tha S5.0=.
,Incudes estimates for the U.S. dollar equivalent of receivables denominated in other

than dollars and/or payable at the option of the debtor in foreign currencies, goods, or
services. The total amount of such estimates approximates S2,466.4 million as of Sept. 30.
1978. Long-term loans and credits have an original maturity of more than I year.

I Includes S197=50 due on a settlement which is not reported in the -status of accounts
nier lend-lease and surplus property agreements" in table 102. Data excluded

idebtedness shown in table 102 consisting of $20.8 million net uncollected short-term
"cah- reccvablek S57.9 million deferred interest, and S53.5 million of interest arrears as
of Sept. 30.1 7.

I Reflects debt reorganization adjustment pursuant to a debt reorgaiato Agreemn
with Indonesia. Over the entire term this adjustment will be zero.

4Reflects agreement concerning settlement of U.S. claims in connection with the
withdrawal of U.S. military personnel. supplies, and equipment from French termtory
following decisions of the French Government in 1966 (Freeloc. 26 UST l90M. TIAS
8146). This indebtedness of June 12. 1975. is not included in the tables of the NAC
Annual Report which are prepared by the Department of Commerce.

I Excludes outstanding interest deferred by formal agreement or in arrears, but
includes capitalized interest.
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TABL.E 102.-Status of accounts under lend-lease and surplus property agreements (World War I). Sept. 30. 1978

Credits Status of amounts
Credits outstanding

Settlement Collections Due over
Country. etc. obligation oletnsTotal Amouonesand interest Foreign Other outstanding Amounts peod

billed (net) currency (in credits past of yearsU.S.U.S. dollar due by agreement
equivalent)

Australm ......................................................... $44.061.7! $34.535.925 S8,662,269 $863,517 ............. ............. .............
A, tra .......................................................... 10.591,497 3.054.425 6.980.265 556.807 ............. .........................
ItelIium ......................................................... 117.118.010 43,580.775 12.196.413 61,340.822 ............. ..........................
O Burma ........................................................... 6.708.049 1.005.395 5.560,577 142,077 ............. ............. ............. rA

r" Canada .......................................................... 388.765,008 388.765.008 ............. ............. ............. ......................... -I
O* China. ........................................... 196.344.669 16.062,109 1.591.796 8,521,771 !173.753.4591 $108.744.941 $65.008.9.............................. • -3,534,436 -3.594,436 -

Crechoslovakis ..................................... 11.530.883 596.731 1.062.961 1.990.966 7.880.225 7.880.225 ............
*a ,',Denmark................................................... 5.240.273 4.266,935 931.000 42.338 ............. ............. .............

i ....................................................... 4.558.958 3,899.523 23,621 635.814------------- ...........................
Finland .......................................................... 25.169,113 22.200.172 2,271.l3- 697.805 ............. .............
France ......................................... 1.302.916.477 1.140.841.988 51.445.798 51.402,738 59.225.953 ............ 59.225953
Germany. Federal Republic of' ............. ... 224.740.874 4,177.286 218.755.345 .............. 1.808.242 ------------- .. 1.8,242 >
Greece .......................................................... 72.203.796 41.703.907 29.344,893 1.156.763 s-1.767 ............. '-!.767 .
G-eenland ............. .............................. 33....................... ............. ............. .............
!'ungary ....................................................... 21.710.868 ............. 19.892,866 1818.002 .....................................
It:Ad .......................................................... 4.55.981 4.496.553 359,428 ...................................................
: idi ............................................................. 198,051.!54 184,777.327 8,686.86! 4,541.835 45.125 45.125 ------------

_ 1done i ........................................................ 85,083,234 47,905.590 3.765.000 904.647 '32,507,997 ------------- 32507.997
Iran .............................................................. 49,508319 3,782.002 9.635,795 ............. 36.090.522 36=090522 .............Iraq4 .............................................................. 54 54 ------------- ............. . ............-- ............. .............-
J'Aly ............................................................. 268.135,731 166,324.766 98.269.394 3,541.571 ............. ........................
Japan ........................................................... 13,728.410 ............. 12,971,493 756,927 ............. ............. ...........Korea ........................................................... 39.935.191 .............. 20.524.308 4,107.955 15.302,928 ............. 15.302.928
Liberia .......................................................... 19.902.594 4.717.937 ............. 461,974 14,722.682 ............. 14,722,682

S......................................................... 1.656.638 ............. 521,819 1,134.819 ............. ............. .............
Luxembourg .................................................... 120 120 ............. ............. ............. ............. .............
Middle East ................................................... 50.377.090 11.142,267 39,234.823 ............. ............. .........................
Netherlands .................................................... 176,795.845 103.219.747 45,192,686 28.383,412 ............. ............. .............
New Zealand .................................................. 4.935.288 2.176.363 2.114,004 644,921 ............. ........................
Norway ......................................................... 21.277.848 11,262.135 8.435,075 1,580.638 ............. ............. .............
Pakistan ........................................................ 40308.976 40.308,976 ............. ............. ............. ............. .............
PhIppNs ...................................................... 5.000.000 ............. 2,005.855 2,988,159 5.986 ------------- 5.986

See footnotes at end of table.



TABLE 102.-latus of accounts under lend-lease and surplus property agreements (World War I1). Sept. 30, 1978-Continued

Credits Status of aMOUDI

Settlement Collectioo
obligation _ oletions _Total Amounts Due over

and interest Foreign Other outstanding e
billed (n) cur c (in credits past f

U.S. dollar U.S. dollar due' y Agreement
equivalent)

Pol nd........... ...........................
Saudi Arabiaf................................ ......
South R ..........................................
S'i . .........................................................
Thailand ....................................................
Turkey ....... .. ...........................................
Union o th c ..............oh..........................
United Xingdom................
U.S.S ...... ...............................................
Yugoslavia ...........................................
American Republics ............ .................
American Red Cross..................................
Federal agencies ......................................
Military withdrawals..................................
Macelancrlis items .................. ;.................
United Nations Relief and Rehabilitation
Administration .........................................

TOWtal ............................................
'Principal and interest past due as of Sept. 30, 1978. and items abject to negotiation.
'Prmcq*pe ad interea pm due as of Sept. 30. 19'79. and items subject to negtit.20rdit- Represents amounts collected under advance payment agreement not applied

to standing indeed .
Rtedued due to settlement ofa third party claim-

"Areement dated Mar. 16, 1971. pmovidcs for payment of principal and interest on
defered principal semiannually on June I I and Dec. 11 of each year beginning June 11,
1971. and interest on principal beginning June 11.1955. respectively.

$40,718.320
21,427.120
1,371,932

240,690
2,235.736

11,082.482
116.608.623
581.547,333
246,789.250

63.377
114,365.405

2,023.387
243.092,796

649
1.136,573

$10,385,744

1,824,653
4.178.322
2,110,714

242,488
40.792980

16.300
11,921,130

21,930
186.981
335 504

. .... ..... o.o

$50.113
650.931

1,281,137
923,187

154.635.336
57.900.000

623.065
3.154,183

o......o.......

$43.579
...... .......

444.914.732
674,000.000

6,828
7,244,399

.... 3,..7.

....... ......

S4359

............

........... 
..

464,914732
674.000.000

6.828
"6,750.000

$51,104,064
21.427.120

1.415.511
2,115,456
7.064.989

14.474,333
117,774.298

1,221.890,381
978.689.250

709.570
136.685,117

2,023.387
243,114,726

187,630
1.472.077

7.226.762 7,226762 ............. ............. ............. ............. .............

6.218,595,681 3,674,742,802 682452,223 397.434.230 1,463.966.454 153298,791 1,310.667.664

Includes $103,543,802 principal and interest postponed pursuant to agreement.
Represents amount which is postponed by agreement pending settlement of certain

claims.
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Mr. McINwRz. I am talking about a different thing now than the
foreign debts. I am talking about debts, loans that the Government
makes.

Senator BYRD. What is the matter with the foreign debt?
Mr. MCINTYRE. I am trying to tackle one thing at a time, Mr.

Chairman. We have over $4 billion that we have identified in
outstanding debts right here in this country.

Senator BYRD. You have $60 billion elsewhere.
Mr. McINnmrz. One thing at a time.
Senator BYRD. I am glad you are looking into that and I hope

that you will not overlook the fact that a multitude of foreign
countries are heavily indebted to this country without any pay-
ments being made. Now if you have any facts otherwise, this
committee would be most interested in it.

To get back to my question whether this Government over a
period of time has been operated on a sound financial basis, I must
say that I am not in agreement at all with either one of you. I
don't think it has been so but your answer eliminates my second
question.

My second question was going to be, do you think we can get the
Government on a sound basis without all of us undergoing some
little hardship, and I don't believe we can. I think this country
unfortunately will have to take some inconveniences as time goes
by if we are to get what seems to me needs to be done, get the
Government's finances on a sounder basis.

I want to thank both of you, Ms. Rivlin and Mr. McIntyre, for
being here. I ran into-and I would be interested in your view on
this-a statement by Wilbur Cohen whom I know Ms. Rivlin knows
well, I am not sure whether Mr. McIntyre does or not. He is a very
able individual, he served in government for many, many years
and he brought up a point. He brought up a point on September 4
which seems to me has a lot of merit. He brings out the fact that
the unified budget takes into account, of course, the trust funds as
well as the Federal funds operation and surprisingly to me because
I think he had a different view in the past. He thinks it would be
desirable if the two were separated and that the general operations
of government stand on its own and the trust funds stand separate-
ly. Do either of you have a view one way or the other on that?

Ms. RIVuN. I do. I think it is useful to know both pieces of
information separately, what the truct fund situation is and what
the rest of the Government situation is. But for purposes of consid-
ering what is the total impact of the Federal Government on the
economy-which is, I think, one of the most useful things about a
budget-putting them together is desirable. It tells you what is the
total outflow and the total income of the Federal Government and
that seems to me to be useful.

Senator BYRD. I think it desirable to have that figure as you say
but it does not give you the true picture as to the deficits of the
general operation of government as distinguished from the special-
ized operations as noted in the trust fund.

Ms. RMIN. You need to know that, too. But it does tell you
overall what the U.S. Government is taking in and what it is
paying out.
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Senator Bnvw. Right. I think that you were in government when
that system was changed.

Ms. RIvuN. Yes.
Senator BYRD. That came about under Lyndon Johnson's admin-

istration when he was running very high deficits, and in order to
cut down the deficits he unified the budget process and utilized the
trust fund surplus to reduce the overall deficit. Prior to that time-
and that was only how many years ago, probably about 1967 or
1968 that that came about, was it not? Prior to that time we had
always operated on a Federal funds basis.

Do you have any comments, Mr. McIntyre?
Mr. McI nryR. Well only to say that I was just going to say that

the issue was debated back when the Budgets Concepts Commission
was doing its work and made its report in the middle of the late
1960's. I think that generally would agree with Ms. Rivlin's obser-
vations about the treatment of the trust funds and the Federal
funds. I do think it is helpful to look at both the trust funds and
the Federal funds but I think that really the true judging of the
budget is its impact on the economy.

Senator BYRD. I think I will insert in the record an editorial from
yesterday's Wall Street Journal dealing with the budget." Do ei-
ther of you have any comment on that?

[The editorial referred to follows:]

Rzvizw AND OUTWOOK-BUDGET SHAM

With the autumn air comes the second congressional budget resolution for fiscal
year 1980. But juling from the advance notices, fresh air hasn't penetrated the
same old stale stuff. Faced with risinF inflation rates, a declining defense posture,
rising marginal tax rates and declining economic growth, the budget committees
seem primarily occupied with ving the impression that there's more defense
spending than is really there an less of every other kind of spending.

In preparation for the coming round, the House Budget Committee's Inflation
Task Force has released its "Summary of Recommendations," a report which com-
mittee member Rep. Majorie Holt says "cannot be taken seriously by any member
concerned with our national security and the future health of our economy."

And little wonder. The report concludes: "Ultimately, if we don't want high
inflation rates, we face the choice of accepting one these three: (1) higher taxes, (2)
high unemployment, (3) reduced defense expenditures." No mention here of reduc-
in non-defense expenditures or cutting tax rates to lessen supply-side disincentives
to production.

Objecting to the task force's disregard for the factual record, Mrs. Holt compares
1969 spending levels with the latest OMB estimates for 1979 and comes up with a
10-year growth in the national defense spending of 44 percent compared to 359
percent for community and regional development, 335 percent for education, train-
ing, employment and social services, 319 percent for health, and 332 percent for
income security.

Over in the Senate where the Budget Committee has completed markup of the
resolution, money has been added to defense. But committee member Orrin Hatch
sa Iit represents no additional real commitment to defense. All the committee is
do lis buying the same defense as before. There simply wasn't enough money in
the numbers in the first resolution to buy the force structure in the budget.
Furthermore, says Senator Hatch, there's no 3 percent annual real growth to meet
the NATO pledge in the &year projection acompanying the committee's budget
resolution. Te committee's projection shows only a 2.6 percent real growth in
defense outlays by the end of the entire -year period, and budget authority in the
defense functon actually declines 2.3 percent in eal terms. As a percentage of GNP
the Senate Budget Committee's projection has national defense defining from 5.1
percent in 1980 to 4.3 percent i h sg.

Meanwhile Senator Schweiker (R Pa.), who intends to offer an amendment
prohibiting any real spending growth In the overall 1980 budget, has found a variety
of views as to which nation projection represents no real spending growth. After
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consulting a number of forecasters, leading economists and former members of the
Council of Economic Advisers, Sen. Schweiker's office found that the budget com-
mittee had the highest inflation projection, matched only by that of Otto Eckstein
whose DRI model is much in use by the Congressional Budget Office.

In the least, says Sen. Schweiker, other forecasters believe we can do much better
on the inflation front than the budget committee assumes. And in the worse, the
CBO has assumed a higher inflation rate in order to mask real spending increases.

Looking over the budget numbers we see that the Senate Budget Committee has
jumped 1980 sending more than $10 billion above the figurein the first budget
resolution four months ago. Projected spending in the out-years has jumped even
more dramatically, with 1984 outlays $31 billion greater in the second resolution
than in the first.

Thus, the "austere budget" claimed on the basis of the numbers in the first
budget resolution last spring evaporated before it could become law. Having con-
vinced themselves that they have fended off the tax revolt with budget sham, the
Congress is cranking the spending machine back up with its programs still intact.
At some point the deceit is going to catch up with the budget committees.

Ms. RIVUN. I think it is likely to come to pass whether it is an
amendment or not.

Senator BYRD. You think it is likely to come to pass?
Ms. RrvmN. Yes.
Senator BYRw. I don't think I have asked you this question. What

do you estimate the inflation rate to be in the first part of 1980?
Ms. RVNLm. We are hopeful that it will come down somewhat.

We were estimating around 11 percent for the Consumer Price
Index for calendar year 1979, although we may be optimistic about
that. We were hoping that figure would come down somewhat
further in 1980 to around 9 percent.

Senator BYRw. Come down to about 9 percent.
The historic high on interest rates is 12.75 percent for the com-

mercial banks, and I think Secretary Miller testified that it was 10
percent the Federal Government is now paying for money.

Mr. McINTM. 10.5.
Senator BYRD. 10.5 percent which is another historic high. How

do the two of you see interest rates looking ahead, say, 6 months?
Mr. McImNYR. Senator, we obviously don't have control over

what happens with interest rates, that is a function of the Federal
Reserve System and the Federal Reserve Board. Our outlook for
inflation is that the rate will slow down and be reduced in 1980.

Senator BYm. You use 9 percent?
Mr. McINm . We have not made that judgment what we will

be doing in 1981. We won't make that judgment until late in
December.

Senator BYRw. And the 1980 budget then was based on what
rate?

Mr. McITm. The midsession review of the budget for 1980
assumes interest rates for the 91-day Treasury bills of about 9
percent in calendar year 1979 and .2 percent in calendar year1980.

Senator BRw. So you I take it then you look for interest rates to
come down some in the first 9 months of 1980.

Mr. McIN'm. Our overall thought is that if inflation begins to
abate, then we would think that interest rates would be coming
down also.

Senator By=w. Is that your feeling too, Mrs. Rivlin?
Ms. RtvwN. Yes; it is. We had been expecting that the Federal

Reserve might ease off before now. We expect, as everyone does,
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that unemployment will unfortunately rise in the next few months
and we expect that, in the face of that, the Federal Reserve would
ease off on interest rates-that they might even have done so
already, although of course they have not.

Senator BYRD. Of course I believe that the three of us, you two
take one view and I take the other on that matter because I think
that it is important that the Federal Reserve does keep pressure on
if we are going to moderate inflation. I think it is going to take
both pressure from the Federal Reserve Board and restraint and
moderation from both the executive branch and the Congress, and
I want to emphasize that I think Congress is as much of a culprit
in this whole thing or more than any other group. I am not
exonerating Congress in any way, shape, or form and my feeling
may very well be wrong because I am in a minority around this
place but I feel that we are going to have to have the American
people as a whole and each of us individually, businesses and
everybody else, we are going to have to make some sacrifices if we
are going to get on what I would consider a sounder basis.

Thank you both very much. We appreciate your being here. Your
testimony has been very helpful.

Ms. RmvuN. Thank you, Mr. Chairman.
Mr. McIN m . I thank the Chair.
Senator BYRw. The subcommittee will stand adjourned.
[Whereupon, at 4:25 p.m., the subcommittee adjourned.]
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