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

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

[Press Release—Sept. 6, 1979)

FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT SETS HEARING ON
PusLic DT .

Senator Harry F. Byrd, Jr. (I, Va.), Chairman of the Subcommittee on Taxation
and Debt Management, announced today that a hearir}g on extension of the tempo-
rary limit on the public debt has been scheduled. The Honorable G. William Milier,
Secretary of the ury, 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 Con 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.”

nator Byrd noted that the money supply has continued to w and that
Federal borrowing, to the extent that the Federal Reserve purchases Federal securi-
ties, has a direct impact on the mone{:upply.

By law, the budget is required to be in balance by fiscal year 1981. In addition,
during Congressional action on the debt ceiling in Februari', the Cg:fress 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 in preparing a balanced
audget and implementing the requirements established by prior debt ceiling legisla-

on. ‘

Written testimony.—The Subcommittee would be ﬁleased to receive written testi-
mony from those persons or organizations who wish to submit statements for the
record. Statements submitted for inclusion in the revord should be typewritten, not
more than 26 double-spaced pages in length and mailed with five (5) copies by
September 21, 1979, to Michael Stern, S Director, Comnmittee on Finance, Room

, Dirksen Senate Office Building, Washington, D.C. 20510.

Senator Byrp. 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 Conirees 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 the failure of the Federal Government to Iget. 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. gercent 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 borrowinlg 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 economﬁ in which the well
being of American citizens improves in real dollars, 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 Mclntyre, 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 OF
- THE TREASURY

Secre MiLLer. Thank you very much, Mr. Chairman. I cer-
tainly would like to——

Senator ByYrp. If you will delay just a moment, Senator Dole has
a stagement which I will insert in his behalf at this point in the
record.

[The statement referred to follows:]

STATEMENT OF SENATOR Bos DoLE

Mr. Chairman, we are faced once e,iam with a request from the administration to
extend the wmmrary limit on the ipu lic debt. We are now dealing with cumulative
deficit figures that approach a trillion dollars.

These are not figures to be proud of. Qur 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
&n (ﬂ) te?‘d tto the never-ending rounds of deficit spending ratified by increases in
e debt limit.

Secretary MiLLER. 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 applied
over a number of years to wring out inflation, and a good deal of
this of course begins with discipline in fiscal policy.

I don’t want to pass up the opportunity to say that my experi-
ence in govemment now is less t 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
sugporting 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 Byrp. That will be fine.

Secretary MiLLER. 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

rojections of what kind of financing requirements the Nation will

ave, 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 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-
m&Septex_nber 30, 1980, of $886 billion.

ow 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 budf::
am:tiolx;e for fiscal year 1980 and how that fits in with this particu
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 develo
ments but not a basic restructuring, we are looking at around a $30
billion deficit in fiscal 1980. The Jifference 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 ¢an 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 authorit,
to issue bonds of more than IOX'ear 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 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 seﬁarated, then I think that should still be

ible even though the House may couple them. I hope that can
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 intﬁﬁt , 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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Natioh 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 Byrp. 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 Byrbp. I felt our Government was getting in you a man of
extraordinary ability and I felt there was no doubt about your
- gbility. I am pleased you are involved in Government and in the
position you are in now. Senator Packwood and I have consistently
;vlorked together to try to hold these hearings at the earliest possi-

e 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,
gr ye;terday or the first of the month, whichever figure you might

ave

Secretary MiLLER. 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.

h‘S;o;lna;or Byrp. Do you happen to have it for September 1 by any
chance

Secre MiLLER. Yes, sir. I will get that.

Senator Byrp. Anyway it is $820 billion you say——

Secretary MiLLER. $823 billion at the end of this month.

Senator Byrp. At the end of the month, $823 billion.

Secretary MILLER. Mr. Chairman, at the beginning of the month
it was $811 billion. $811 billion at the beginning of the month and
projected to be $828 billion at the end.

nator Byrp. 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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?ays q?f $37 billion, is that right? It would be more than that, would
t not

Secretary MiLLER. For the fiscal year 1980?

Senator Byrp. Let's see. Federal funds deficit of $63 billion?

Secretdary MiLLER. We are Erojecti(:ig 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 3public 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 are not using our full debt limit now.

Senator Byrp. 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 MILLER. The Federal funds deficit is dprojectaed 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 Byrp. Well, as a practical matter, that is a part of the
Federal funds operation, is it not?

Secretary MiLLER. 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 Byrp. 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 MiILLER. 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 BYrp. Now on the $18 billion of trust fund surplus, could
you break down for the committee the major items?

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

Senator Byrbp. All right.

Secretary MILLER. Perhaps we should go on with the questioning
and we can do a little arithmetic and give you those numbers, Mr.
Chairman.

Senator Byrp. Very good.

Now you say that the average——

Secretary MiLLER. Well, now | think we have them right here
thanks to Miss Rivlin. The 1980 does not tie though, Alice.

Ms. RivLIN. You may have somewhat different numbers.

Secretary MILLER. I think we hetter 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 Byrp. 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 MILLER, That is a fair difference.

Senator Byrp. I don’t know how one is going to legislate under
those conditions.

Secretary MiLLER. Impossible.

Senator Byrp. 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 erars. . )

Secretary MILLER. Yes; 3 years and 8 months at the present time.

Sgnator Byrp. What is the total now of your long term securi-
ties

Secretary MiLLER. 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

rivatelrheld 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 Byrp. $36 billion? )

Secretary MILLER. Yes, sir ‘ .

Senator Byrp. Now what is the total amount of Treasury borrow-
ing that is anticipated in the next 9 months?

retary MiILLER. In the next 9 months the total borrowing
would be $37 billion. $37 billion in the next 9 months.

Senator Byrp. Could you tell the committee how this compares
to total Treasury borrowing in the preceding 9 months?

Secretary MiLLER. In the preceding 9 months that would be from
the beginning of the Kear 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 u
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
exg:ct to see a need for the 9 months of $37 billion.

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

Secretary MiLLER. $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 2{ another $37 billion during that 9 months to fund the addi-
tional financial requirements.

Senator Byrp. Now let me see if I understand this correctly.
Secretary MILLER. If 1 can put it in ieneralized 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 Byrp. The rollover for the upcoming fiscal year is in
round figures, $200 billion?

Secretary MILLER. Yes, sir.

5 Senator Byrp. Now on top of that you will have the $37 bil-
ion——

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 Byrp. For $260 billion. Now could you indicate how that
$260 billion compares to the total that you needed to go into the
money markets for the current fiscal year?

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

Senator Byrp. The Treasury is paying now for short term money.
How much are you p%ing?

Secretary MILLER. Well, yeste
est rate charges for short term.
That is the highest rate ever paid.

Senator Byrp. 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 Byrp. Do you anticipate higher interest rates, a higher
figure than that during the upcoming fiscal year?

Secretary MILLER. 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 assum‘l‘)tion 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 not
just that rollover we are talking about and the additional moneys,

ut 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 Byrp. In your professional judgment does that seem
appropriate or does it seem low?

retary MiLLER. 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{;o:ﬁed. The reasons are that in the second quarter of
this year we a severe shock in the increased price of oil and

rdﬁ}: we had a new record in inter-
e bills were over 10.5 percent.
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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 tv 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 Byrp. What are the coming current Federal Reserve
holdings of——

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

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

q Sel;:retary MiLLER. Yes, I think we probably have a table that can
o that.
Frank, could you just dig that out.
[The following was subsequently supplied for the record:]

UNIFIED BUDGET OUTLAYS AND PERCENT INCREASE PER YEAR

[Dollar amounts in bitions]
Fiscal yeor Oy e L
1973 [ Y27 8 (N
1974 269.6 $22.5 9.1
1975 326.2 56.6 210
1976 366.4 40.2 123
19n 4027 363 99
1978 4508 48.1 119
979 1 sreesecssss sessess s s ssmss et st s s 496.8 46.0 10.2
18851, 543.3 46.5 94
* Eatimate.
ESTIMATED OWNERSHIP OF PUBLIC DEBT SECURITIES, JUNE 30, 1979

{Dollar amounts i bilions)

) Heid by Amoust Percent
Federal Reserve System $109.7 136
Governmenl accounts 1786 22

Totat 2883 358
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[Dollar amounts in biffions}
Held by Amount Percent
Heid by private lnvestors:
Individuals: .
Savings bonds 80.6 100
Other securities. 318 40
Tolal individuals 1123 140
Commercial banks 95.0 11.8
Insurance Companies 145 18
Mutual savings banks 50 1
Corporations 240 30
State and locat governments. 68.0 8.4
Foreign and international 195 148
Other Investors 783 97
Total, privately heid 516.6 64.2
Total public debt securities outstanding 804.9 100.0

Note.—-Figures may not add to folals due lo

rounding.
Source: Office of the Secretary of the Traasury. Office of Government Financing.

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

1979
{Doftars in mitons)
Years to maturity Marketable  Nonmarketable Total
Under 1 year. $65,838 $8,486 74,324
110 5 years 24,032 14,335 38,367
5 to 10 years 1,006 5,654 6,660
Over 10 years 4 1583 157
Total 90,880 26,628 119,508

Source: Office of the Secretary of the Treasury. Office of Government Financing.

Major foreign holders of Treasury Public Debt Securities, Jumne 30, 1979

{In miltions}
0il exporting countriest............ $11,160 Netherlands ........ccervrveernrrivsenns
Belgium 678 Switzerland......
Canada 1,941 United Kingdom...............
France 7,208 International and region
Germany .....covcernmearions 34,144 All other
Italy 4,974
Japan 21,798 Total

2,798
11,978
7,202
4,240
11,387

119,608

' Mm;t‘ Balvain, lran, Iraq, Kuwait, Oman, Qalar, Saudi Arabia, the United Arab Emirates (Trucial States), Algeria, Gabon,

Libya, and Nigeria
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CHANGES IN FOREIGN HOLDINGS OF PUBLIC DEBT SECURITIES

| Dofars i bithons}
o Change »
Dec 31,1978 e 0. Other
Total Nonmarketabie Add-ons transachions
(net)
N N -1
25 - 1.9 -5
6.5 12 1
L1 K T B —-47
40 50 1.0
299 218 -84
Nethertands .. 23 28 W5
Switzetland ... 15.5 120 -34
United Kingdom....... 6.3 12 &)
International and regional 53 42 -1l
0Oil producing countries 114 112 -3
Alother........oooooionicre 123 114 1.1
Total s : . 137.8 1195 —-16.6
+ Predimi
* lessm;msso,ooo.ooo
Note. —Fotals may not add due to rounding
Source Office of the Secrelary of the Treasury, Office of Government Financing.
FOREIGN AND INTERNATIONAL HOLDINGS OF PUBLIC DEBT SECURITIES *
{Dollars n biltions}
foreian and ) !Foretngn alnd
. 3
December 31— inlem:t'gﬁ:! ?wldmgs Total public dedt pe;ge%'t“ﬁ?a!‘;ubm
1968 $124 $356.2 35
1969....... v e 104 367.4 2.8
1970 i, . 19.7 3883 51
1971 45.0 4233 109
1972... . 54.4 4485 12.1
1973 54.7 469.1 117
194 58.8 4927 119
1975 66.5 576.6 115
3976 181 653.5 120
BT st st 109.6 7189 15.2
December 1978 1318 789.2 1.5
June 1979 — 1195 8049 148

1 To w"'lorm with the unified budget presentavion, figures have been adjusted to exciude $1.825,000,000 i 1968 and $825,000,000 i years
1969-73 of non-interest-bearing notes 1o the IMF.

FEDERAL FINANCING REQUIREMENTS

[Dollars in bithons}

Fiscat year—
1978 1979 1980 ¢
Budget deficit .......... $48.8 $30.3 $29.4
Off-budget deficit ... 103 13.2 11.6

T BBIICIE ... .. oo vt sssens oo e 59.2 435 410
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FEDERAL FINANCING REQUIREMENTS-~Continued

{Doltars in bilkons)
Fiscal year—
1978 1979+ 1980
Means of financing other than borrowing from the public 2.........c.c.coevceerrrveesnnessnsreesne -1 -123 -20
Total borrowing from the public 531 312 39.0
Increase in debt held by Government agencies 122 1.5 20.1
Increase in gross Federal debt 13 487 59.1

+ Fiscal year 1980 estimates.
somﬁm duggnﬂ" In Treasury cash balance.

DEBT SUBJECT TO LIMIT, FISCAL YEARS 1978-80

(i biflons of dotars]

Actual Estimate
1978 1979 1980
Unified budget deficit $4838 $303 $29.4
Portion of budget deficit attributable to trust surplus or deficil {— ) .......ooc.eveereceenprsecisnses 12.7 16.5 179
Federal funds deficit 615 4.8 73
Deficit of off-budgel Federal entities 10.3 13.2 116
Total to be financed 718 60.0 58.9
Means of financing other than borrowing, and other adjustments 09 -98 0.8
Change in dedt subject to limit 121 50.2 59.7
Debt subject to limit, beginning of year 700.0 naz 822.9

Anticipated debt subject to limit, end-of year na1 8229 8826




z - 08 - 0 9ZT-S§

FEDERAL DEFICITS AND DEBT, FISCAL YEARS 1970-80

i

| [in billions of doftars]
“ ; 1970 191 1972 1973 1974 1975 1976 n 1917 1978 19791 1980+
i
Federal funds deficit ! 131 299 293 25.6 187 52.5 689 110 54.5 615 45.8 413
Less trust fund surplus (—) or deficit -103; —68 —59 107 140 —74 -24 20 ~95 127 -165 -119
Fquals total unified budget deficit 28 230 234 148 47 452 66.4 130 450 483 30.3 24
Plus deficit of off-budget Faderal entities = 1 14 0.1 13 18 8.7 103 132 116
Equals total deficit 28 230 234 149 6’ 531 137 147 53.7 59.2 435 410
Less nonborrowing means of financing . 26 ~36 -39 44 -3 —24 9.2 33 -1 -1 123 =20
54 194 194 193 30 50.9 829 180 53.5 59.1 31.2 390
101 14 84 118 148 10 43 =35 9.2 122 1.5 20.1
155 2.9 279 311 178 519 813 145 627 3 487 59.1
17 3 13 -2 -9 16 EO— -2 14 14 15 5
Equats change in gross public debt........ 172 212 2.1 309 169 59.0 872 143 64.1 121 50.2 59.7
Pius change in other debt subject to mits........ —.7 -12 -4 1 1
Equals change in debt subject 10 BMit.........oocoooerereerscnerrene 16.5 26.0 291 30.5 169 59.0 81.3 143 64.1 127 50.2 59.7
Debt outstanding end of fiscal year:
Gross Federal debt © 3826 409.5 4313 468.4 486.2 541 6319 646.4 709.1 780.4 829.1 888.4
Less Federal agency debt ¢ 125 122 109 111 120 109 114 117 103 89 13 6.9
Equats gross public debt 370.1 3973 4264 4513 474.2 5332 6204 634.7 698.8 ms5 8218 8815
Plus other debt subject to fimit ® 25 13 13 9 9 10 11 11 11 11 11 11
Equats debt subject to limit 3726 398.6 4218 4583 4752 5342 6216 635.8 700.0 .y 8229 882.6
Comm:emel of Federal Financing Bank borrowings to fi offbudget programs.
3 nance .
Conn hlgol'zbof trust fund alu deficit. ’
. us or lCl
¢ Net of certain ';ubhc ':3&1

'Myurlﬂﬁﬁgmmludurechuxfwwnd“ﬂmMofExpon-lmponBankeemﬁmmenofbenpﬁcmlmterestfromaue&uleutodebt

Source: Special Analysis €, U.S. Budget and Mid-Session Review. .

g1
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MEANS OF FINANCING OTHER THAN BORROWING FROM THE PUBLIC

(i miions of dokars)
1978 actual 1979 estimate 1980 astimate
Change in Treasury cash balance ~$3,022 $TAM
Increment on gold -
Gain-U.S. currency valuation adjustment
Gain-IMF loan valuation adjustment
Profits on gold sales
Increase in USRA cash
Decrease or increase (— ) in cash and MONELAMY aSSELS.........o..ccrmunsmerncreres -24n I & L R—

Increase or decrease (—) in liabilities for:

Checks outstanding, etc. 1917 1,618 $1,175

Deposit fund balances b4 -8 ~298
Seigniorage on coins 367 820 1,084

Total 60 12,204 1,961
* Less than $500,000.
FUNDS RAISED IN U.S. CREDIT MARKETS
[In béffions of doRars and percent}
Totat Federal m"t 3
"

Fiscal year:

1976 $2744 $82.9 30.2

1977 3199 535 141

1978 4126 59.1 12,5

1979 4611 3.2 68

1980 217 390 9.1

" Extimate.

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 |

[In percent]
. interest rate
Maturity f fi
bl

13 woeks * 9.2 8.2
26 weeks * 94 86
52 weeks ¢ 96 88
1103 years : 94 838
3106 years 9.2 88
Over 6 years 9.0 88

+ Fescal yoar averages.
o Bank dracoumt Dasis.
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FOREIGN HOLDINGS OF TREASURY PUBLIC DEBT SECURITIES, JUNE 30, 1979

(m) Prcent
Foreign and intemational official accounts $1120 937
Other 15 - 63
Total 1195 100.0
Source: Office of the Secretary of the Tressury, Office of Government Financing.
OWNERSHIP OF FEDERAL AGENCY DEBT, JUNE 30, 1979
{Doftar amounts in mitlons]

Foderal
Ocstngng (555 0 privtely heid

acoounts
Export/import Bank $960 $16 $944
Federal Housing Administration 562 14 418
Government National Mortgage Association 3,039 1328 L
Postal Service ! 250 3 3
Tennessee Valley Authority ) 11 5 T 1,725
Other * 798 92 106

Total 1334 1,617 517

+ Postal Service is an off A
'WM%&MW;MW

Note.—Figures may not add to tolals due to rounding.
Source: Office of the Secretary of the Treasury, Office of Government financing.

Secretary MiLLER. 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
. $568 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 Byrp. Well, in 1975 there were $80 billion.

Secretary MiLLER. In 1975 it was $80 billion, yes, sir. I can give
them to you year by sg'ear but it has gone from $58 billion to $80
g@{{ion at the end of 1975 and then scafed on up to the present $110

illion. :

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

Senator PAckwoob. I have some questions of Mr. McIntyre.

Senator ByRrp. Senator Chafee.

Senator CHAFEE. Mr. Chairman, this is really a question of the
committee a8 much as Mr. Miller. How long have we had this
regu:et up here for the increase in the debt?

retary MILLER. Senator, I might z? 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
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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 sou
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 Lon,
tables, which may have some relevance. They were publishes
through 1976 and they have not beén 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
Ferderal Government owes to the Federal Government. You recent-
ly came to the Treasury from the Federal Reserve and !\;ou 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. Secretarf'?

Secretary MILLFR. Well, the Federal Reserve 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 &ears 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 prettﬁ 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 Byrp. 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 AN[/ GROSS NATIONAL PRODUCT

{Dollar amounts in ditons)
- Dedt outstanding, end of year

Held by— Debt held

by pubkc

Fiscal year Fm fedod The public GNP s o

dedt  Government Federal
Total Reserve Other
System

1954 $210.8 $463 2245 $250  $1995  $3636 $61.7
1955 244 413 226.6 236 2030 3800 59.6
1956 2728 50.5 222.2 2338 1985 4110 541
1957 2124 52.9 2194 230 196.4 327 50.7
1958 2197 533 2264 254 2009 421 51.2
1959 2818 52.8 235.0 260 209.0 4733 497
1960 2909 537 212 265 2107 4973 a7
1961 ; 2929 54.3 2386 213 2114 508.3 469
1962 3033 54.9 2484 297 287 546.9 4$4
1963 ! 3108 56.3 254.5 320 2224 §76.3 4.2
1964 3168 59.2 2516 38 228 616.2 4138
1965 3232 61.5 261.6 391 2225 657.1 398
1966 3295 64.8 64.7 422 2225 7211 36.7
1967 13 738 261.5 46.7 2208 7744 345
1968 3698 791 290.6 522 2384 8299 3.0
1969 3611 817 2185 54.1 2254 903.7 309
19702 3826 9.7 2849 51.7 212 959.0 297
1971 4095 105.1 3043 65.5 2388 1,0193 299
1972 4373 1136 3238 114 2523 11105 292
19732 " 468.4 1254 H30 75.2 619 1,315 a1
1974 486.2 140.2 346.1 80.6 2654 1,3592 255
1975 544.1 147.2 3969 85.0 3119 14573 21.2
1976+ 6319 151.6 4803 94.7 3856 16247 296
('} 646.4 148.1 4983 96.7 4016 17185 300
1977 709.1 1513 551.8 105.0 468 18457 299
1978 7804 169.5 610.9 1155 4955  2,061.6 296
1979 estimate 829.1 1869 642.2 ® ® 2,298 81
1980 estimate 892.2 207.1 685.1 ) ® 25101 273
1981 estimate 9417 240.2 7015 ® ® 27813 8.2
1982 estimate. 966.3 290.2 676.1 w ® 30929 218
Fo oot A e G o mmwmw sloywmoo".f”‘m ek o Corannen mm

¢ Gross Federal nd by the increased 000,000 due to a retroactive reclassification of the Import Bank
wwﬁmwwmmmmmﬂ% 0 " ot
* Nl ava

Source: Office of Management and Budget.
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PERCENT DISTRIBUTION OF NET INDEBTEDNESS

Fotenal
Fical year Pt S St e
1954 ul 16 183 517
1955 a7 81 5.2 498
1956 386 84 530 70
1957 36.1 87 §5.2 443
1958 3.2 91 857 443
1959 U0 93 5.7 433
1960 ! 31 9.6 883 417
1961 309 98 53 407
1962 X 99 60.2 39.8
1963 87 99 614 386
1964 a1 99 630 310
1965 8.6 99 64.5 355
1966 U0 99 66.1 39
1967 29 100 671 329
1968....oeceermsnscnsssnsasin s ns 98 614 326
8 . Al 101 688 3.2
19700 cerssssrsmssssinsss s s st st 2.1 101 69.8 30.2
1971 19.3 104 698 30.2
1972 192 103 105 295
1913 182 99 79 281
1974 16.7 9.8 135 26.5
1975 11 95 728 212
1976 194 93 13 81
1977 193 9.1 16 284
1978 189 89 n2 238

Source: Offce of Management and Budget
GROSS FEDERAL DEBT AND PER CAPITA DEBT

Gross Federal debt  Gross Federal debt

Fiscal year {bitions) per capla
1954 $270.8 $1,661
1958 2744 1,654
1956 ; 228 1,615
1957 224 1,584
1958 2197 1,599
1959 2818 1,618
1960 2909 1,610
1961 2929 1,595
1962 303.3 1,626
1963 3108 T1,642
1964 3168 1,651
1968 332 1,663
1966 3285 1,676
1967 3413 1,718
1968 369.8 1,842
L1969 e rerinsnrnssstnsssessn s miscessees s omens st s s R p 11 367.1 1,811
1970 3826 1,867
1971 409.5 1978
1972 4313 2,094
1973 4684 2,226
1974 486.2 2,294
1975 544.1 2,548
1976 6319 2931
1977 108.1 3.0

1978 7804 351
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GROSS FEDERAL DEBT #ND PER CAPITA DEBT—Continued

GI0sS ;;Jml vedt Gross Federal debl
Fiscal year (biltions) per capia

829.1 3,765
8922 4,016
9417 4,200
966.3 4,269

1979
1980
1981
19821,

+ fshmate

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 LoNc. 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 LoNGg. 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 LonNG. The people have paid over those funds and it
indicates a certain amount of restraint and sacrifice on the part of
the American peoEle 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 BYrp. 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 pro 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
megor 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

lan 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 Byrp. 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 op 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 ﬂgttinﬁl 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 §
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 Citir or with the railroads, but in
the case of an industrial enterprise—I believe Lockheed required 4
years.

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

Secretary MiLLEr. 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 Byrp. 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 Byrp. 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 Byrp. 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 ByRp. I hate to see the Federal Government getting into
the business of bailing out private businesses.

Secretary MILLER. I certainly

Senator Byrp. As I understand our economic system, it is a free
enterprise szstem 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 MILLER. 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 1l)_lrop up uneconomic 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 .bout 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 Byrp. Chrysler is not the only company in the United
States that has been affected by that 10-fold energy cost.

Secretary MiLLER. 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 underlﬁing 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
ang:hing to you.

nator Byrp. Would ¥ou require the elimination of dividends
during that 5-year period

Secretary MILLER. I don’t see how the Federal Government could
ﬁut itself in the position of signing someone’s note, as you say, and

aving the shareholders drain off money during the period when
we are providing support. It would be logical that dividends should
be discontinued.

Senator Byrbp. I agree.

Secre MuLER. ] think other sacrifices will have to be made.

Senator ByRrp. I think it is rather dangerous and I hope you will
give very long and careful consideration before bringing in a pro-

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
;gnit that cannot compete and, therefore, I stand by that proposi-

ion.

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 foing 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 pu 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 ven¥ 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
narket at the present time; do you happen to know?

Secretary MILLER. 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 banks 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 iross 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 ilay.

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 Byrp. 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 Byrp. 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
ggrcent 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 progressiveé); over the next 5 or 6 years.

Senator Byrp. Senator Packwood hag a question.

Senator Packwoop. 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.

Secretarg MiLLer. I think you have to put it in terms they
understand.

Senator Packwocp. When somebody says to you, what are your
revenue projections for next year and what rate of inflation are
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you basing those on, is that normally on the rate of inflation or on
your implicit deflator index?

Secretary MiILLER. 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 PaAckwoob. 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?

retary MiLLER. Individuals in the street will mean the CPI

Senator PAckwoop. What do you mean?

Secretary MILLER. 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 ﬁoint 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. 1
don’t mean to complicate your life because we can all talk in CPI
terms but there is a divergence. .

Senator Packwoob. 1 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 MiLLER. 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,’ﬁvlfu have to
average those together to find out what the total is. That is all I
am saying.

Senator PAckwoob. I have no further questions of the Secretary.

Senator Byrp. Just one additional question along that line. An
individual working in the Westinghouse plant or General Electric
or someohe on the assembly line of Chrysler or General Motors or
:a{{ax"?mer or what have you, which indicator should he take or she

e

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

Senator Byrp. That is what they feel.

Secretary MILLER. Yes. \

Senator Byrp. 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 Byrp. 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 gour
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 certainl{ 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
been ‘able t6 predict them well.

Senator Byrp. Now if we do that, and I assume that is what
probably will be done, we are doing precisely what has been done
for 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 spending that is on the books will increase.

in terms of business cycle, if there is a recession there will
always be 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 Byrp. 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

ou 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 tge 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. .

¥
g

—



28

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
congistent with the budget 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 mancig‘f re%xgrements in fiscal 1980.

The amount of the debt subject to limit approved b ngress in the May 1979
Budget Resolution is $887 billion for the fi year ending September 30, 1980. Yet,
since the Budget Resolution does not have the force of law, it will be necessary for
Coe:gress 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 r:?ear 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

enerally reflected in lower bids in the Treasury’s auctions and consequently in
ﬁigher costs to the taxpayer. To avoid this needless increase in the interest costs of
financing the public debt, I stronglly 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 assure 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 'l‘reasu? was
required to suspend the sale of United States savings bonds, and le 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

ngress.

You would , 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
Governtrlnent. 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 16-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 $56 billion. ile the timing and amounts of future bond
issues will depend on prevailing market conditions, a $15 billion increase in the
bond authority wonlxs}gafermit the Treasury to continue its recent pattern of bond
issues throughout fi 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 issue—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 Co! jonal 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 and
expenditures. .

oreover, as I indicated earlier in my statement, the statutory limitation on the
ublic debt occasionally has interfered with the efficient financings of the Federal
vernment 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. 1
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
im ¢ m ret;?rm in the management of our nation’s finances.
chment.

" ESTIMATED PUBLIC DEBT SUBJECT TO LIMITATION FISCAL YEAR 1980 *

[Dotars in bins)
Wi
Opeating casn Pl St 53,000,000,000
¢ f
eV ° e
1979:
September 28 15 823 826
Oclober 31 15 833 836
November 30 15 843 86
December 31 15 84 87
1980:

January 31 15 840 843
February 29 15 855 858
Narch 31 15 862 865
Aprit 30 1§ 861 864

May 30 15 876 819

June 30 15 80 83

Juy 31 157 89 an
August 29 15 8 830
September 30 15 883 886

! Based on: of $514,000,000,000, of $543,000,000,000, i i 000,000,000,
Mmdtll,m.w L budget outiays of $543,000,000,000, unified budget deficit of $29,000,000,000, off-budget
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Senator Byrp. 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 [ would like to
submit for the record and just briefly summarize it and then an-
swer the committee’s questions.

Senator Byrp. 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. M{ 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 Byrp. 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 congressions! 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, inclucg;ng
changes resulting from events that occurred too late for us to incorporate them 1.
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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BUDGET TOTALS

As ghown in the following table, the fiscal year 1979 budget deficit is now
estimated at $30.8 billion. This is $7.1 billion less than the estimate for the Janu
budget. Outlays of $496.8 billion are now estimated for 1979, and receipts of $466.
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 fiscal years and bifons of dolars]
Estimate
Actual 1978 ——————————
1979 1980
Budgel receipts 402.0 466.5 5139
Budget outiays 450.8 436.8 543.3
Deficit () —-488 —-303 -4

OUTLAYS8 AND RECEIPTS

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
;igher than anticipated incomes and higher than expected tax collections on those

comes.

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 veceipts 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-

veterans and net interest. The increases are largely attributable to the
g;‘ her inflation now ex . Other increases reflect the energy initiative and
reestimates for defense. The major decrease in outlay estimates is in the farm price

support program.

THE BUDGRT 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

[in bikions of dollars]
Estimate
January Corrent Change
Federal funds —55.2 —468 84
Trust funds 1.8 16.5 ~13
Off-budget Federal entities ~120 -132 -12

TABLE 3.—BUDGET TOTALS BY FUND GROUP

[in fiscl years and bitions of dolars)
) Estimate
Actu® 1978 —m——————
1979 1980
Federal funds 2105 anl 03
Trust funds 1680 1894 272
Interfund transactions -365 —40.1 -436
Tota, reoets...... 4020 4665 5139
Foderal funds 320 339 316
Trust funds 1553 1729 1993
Interfund transactions -365  —401  —436
Total, outiays 1508 49638 5433
Surpius o deficit (—) - -

Federal funds 615  —468  —413
Trust funds 127 165 179
Total, surp:us or deficit (—) -438 -303 294

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,
1979 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 financed, 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 esiimated at $13.2 billion in 1979 and
$11.6 billion in 1980.

That brin%ua to a total aracumt to be financed of $60 billion in 1979 and $58.8
billion in 1980. To arrive at the final figures for change in the debt subject to limit,
ax?‘nuatmenta 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 outstandin%. 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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Table 4. —BUDGET TOTALS 8Y FUND GROUP

{in fiscal years and billions of dollavs)
Estimate
Actual 198 ——————————
1978 1980

Budget deficit 4838 303 A4
Portion of budget deficit attributable to trust funds SUMPIUS..........ooescrmunscsssimsnesis 127 165 179
Federal funds deficit 61.5 468 413

Deficit of off-budget Federal entities 103 132 116
Total to be financed 718 60.0 589

Neans of financing other than borrowing, and other adjustments............ueievccireoenes 09 —98 0.6
Increase in debt subject to limit 121 50.2 597

Debi subject to dimit, beginning of year 700.0 121 8229
Debt subject to limit, end of year mzi 822¢ 8826

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

document provides:

-

revised budget estimates for 1979 and 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,
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Part 1
THE CURRENT BUDGET OUTLOOK, 1979-1980

Budget Totals
The revised 1979 and 1980 estimates in this review reflect:

-- policy chenges 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 {n 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 $28.7 billion, $0.3 billion above the March
figure. The reduction in the 1979 deficit since March is the net
effect of a $4.7 hillion increase in receipts, to $466.5 billion,
and a $1.2 billion increase in estimated outlays, to $496.2
billion. The lower 1980 deficit {s the net result of a $9.8
billion 1increase 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....ec.s 402.0 456.0 461.8 466.5 502.6 503.9 513.8
OutlayS.iessees 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

Budget
authority..... 501,5 559.7 6557.6 558.5 615.5 615.0 622.8
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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 1Index
{CPI), 1is now forecast to be 10.68 during 1979 and 8.3% during
1980. 1/ These figures are above the January budget assumptions
by 3-I/4 percentage points for 1979, and by 2 percentage points
for 1980. The worsening in the price outlook for 1979 results
primarily from the 1larger 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
fn January -- by about 2-3/4 percentage points in 1979 and 1-1/4
percentage points in 1980, PFor 1979 real growth is negative,
with slow recovery in 1980. This lower growth i{s, in large part,
3 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. R

1/ The detalled 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 1{s included in allowances. (See the
allowances section of Part 2.)
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’( Table.z.-- SHORT-RANGE ECONOMIC FORECAST
(calendar years; dollar amounts in billions)

Actual

Forecast

Major Economic Indicators

Gross national product, (percent
change, 4th quarter over
4th quarter):
Current dollarS..ceiesccccscscnsocs 11.9
Constant (1972) dollarS..ccecosace 5.5
GNP deflator (percent change,
4th quarter ‘over 4th quarter)..cec.. 6.1
consumer Price Index (percent change,
December_over December).ccecesecavesss 6.8
Unemployment rate (percent,
-4th quUATrter)sessecsscscssoacsssscssans 6.6

Annual Economic Assumptions

Gross national product:
Current dollars:

AMOUNt.eessasccnsescnrseecascsss 1,887 2,108 2,339

Percent change, year over year. 11.0 11,7
Constant (1972) dollars: .

11.0

AMOUNE.ceoersenasssnssosnsessse 1,333 1,386 1,410

Percent change, year over year. 4.9 4.0
Incomes:

1.7

Personal income....sssec0ecseesseess 1,529 1,708 1,902
Wages and salarieS...ceescececcrns 984 1,101 1,224

PR

Corporate ProfitS.ccssceceosansosns 174 202
Price level: .
. GNP deflator:

Level (1972=100), annual

235

AVEeTAgCeesesncssecnassnsnesess L141.6 152.1 166.0

Percent change, year over year. 5.9 7.4
Consumer Price Index 1/:
Level (1967=100), annual
AVEIAGCecesvoenssssvssssnssases 181
Percent change, year over year. 6
Unemployment rates:
Total, annual average...sssesscsece 7
Insured, annual average 2/....ces, 3
Federal pay raise, October
(percent) 3/.cvecacscersnncasasnenns 7
Interest rate, 91-day Treasury
bills (percent) 4/.cccvecercenssnnss 5

«

See footnotes on-following page.

-
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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 CPIl
published, One estimates the cost-of-living for wage earners and
clerical workers {in urban areas; the other, more recently
developed, is more comprshensive, 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 lndlcator measures unemployment under State regular
unempryment 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 consultatfon with specified represeritatives. 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 1level of interest rates with changing inflation,
however, it is now assumed, by convention, that future interest
rates will change with the rate of {nflation.
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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 iIn 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 {n 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 enerqy program, which
decreases receipts by $0,2 billion in 1979 and increases them by
f3.2 billion in 1980, The major components of the energy program
nclude:

-- phased deregulation of crude petroleum prices;
-- a proposed windfall profits tax;
~-- proposed energy conservation credits;

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

-- the walver 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 1in 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)

January budget estimate..ccecectsacsascnccrocccnns

Revised incomes and technical reestimates.,....

Other.ieoeosnsorosrnessscacnssasssosnsssessnesnas
March esStimate.ceceasssrsssresccscacesscosessssasas

Policy changes:

Deletion of proposed real wage insurance....

Energy program:
Windfall profits taXiessseovennscsnsennas
Energy conservation credfts....cieacennns
Other income tax effects 1l/....cccensenss
Waiver of import duties and feeS...icases
Forefgn tax credit.sccesccsccccccsssocnen

Subtotal, Energy prograMescecccsscscss
Negotiated tariff reductionSeiceceesensnesss

Otheriveesssessasescccscosssssosssscossonnas

Subtotal, Policy changeS.isecesssencs
Revised incomes 1/.c.seseescansnscssccscnsanons
Technical reestimateS...cccecesosrcescccnssensns

current estimate...icosecosscssennsscasssssssosens

1979
456.0
5.8

*

—_—

461.8

T
*
-0.3
0.1

-0.2

-0.1
-0.3
0.7
4.2

466.5

1/ The effect of deregulation of crude petroleum prices on

income tax receipts is included under energy policy.

* $50 million or less,



46

-8~

Budget Outlays

The current outlay estimate for 1979 is $496.2 billjon, 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 {insurrnce, and disaster
reljef -- are above the March estimates. These increases are
partly offset by lower than anticipated spending in other areas,
including energy programs &nd 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. 1/

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 i{nitiatives 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 1s in the estimate of outlays for farm price
supports,

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

l:‘

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: medficaid ($0.4 billion), aid to families
with dependent children (AFDC) ($0.4 billion), and basic
educational opportunity grants ($0.2 billion).

55126 0 - 80 - ¢
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{in billions of dollars}

January budget estimate...cccoccsececescsscsscsrcce

Changes:
Department of DefensSe@.ccscoccsoccsssssvcsons
SBA disaster 108N8.ceesceccscceonsascrrenses
Public service JobS....ccecvsccssssscesccnes
Offshore 0ll receipt8.ccicesvectsavscceassone
Contingency 2110WanCe..sscessssassosscsscnss
All other, Net...ccocsssnoocssevsssssanssscns

March estimate..ccsccesscssesssascoscnssasscesncssns

Changes:
Major Administration initiatives:

Middle East peace treaty:
Forefgn afd....cscecrsecvscessccccces
Military sales trust fund..eecesosccs
Energy security trust fund..ecsessescsass
General contingency allowanCe....ccoecess
SUDtOtA)eeecneroccsecsoarnnscrasne

Income security, health, and veterans:

FOOd StAMPS.cesesocsvscssonssossssssnssess
Social security.ceceescesorscasnssscssccns
Unemployment compensation..cceesesscecnss
Medjcare and medicaid...cveeees
Coal miner benefit8.ccscsneccssscccsssnes
AFDCecvsvoosvessssnceansssssnsasasgssnsse-
Veterans and other..cccseceescccsscsscane
Allowance for indexed programS..ccececess

Subtotal.sesseccssscesssssonocansae

OtherQ

Farm price SUPPOrtS,...esevcesesscaccccsnsne
Agricultural credit insurance...ciceceese
Net Interest.....cvevesccsssccsccnscsscns
Energy function:
Strategic petroleum reserve,.cescscses
Other (excluding initiative)....ecccn.
Disaster 1oans and relief...ccecsvcnncses
Transportationiccececeesssssncrsscenrcanse
Natural resSouUrCeS.cicisssscsssscsssssenves
Department of Defense...ciccsssssscsesons
Military sales trust fund (reestimate)...
Offshore ofl receiptS.cececcesccsoscscness
Targeted fiscal assistance..
All Othereeeecsscenscoansssssnscsncsanena
Subtotal.cesssersacccsccscninocans

Current eStimAt@...icsccscssacsccarcoscocnrsscnsass

1979 AND 1980

495.0

0.2
~0.2

_=0.1

. e 0
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*

$50 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 anticipsted 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
?lf{er, the amounts closest to the Administration's request are
ncluded.

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 incresses 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)

1979

January budget estimate.c.cesrevccccrossevssscrnas 559,7
Changes:

Military sales trust fund.eeeecsesvococsnsasnse -3.8

SBA disaster 10aNS.ccccccosssscccsssssosscsss 0.6

Of fshore 011 receipt8..ceccecececcensrsssose 0.6

Contingency allowWANCeecsoesessosssocsssnsoss 0.2

Al)l other, Net..ccocecsesnscsscssscsnsocanse

March estimate..ceieveecssenccrescsssoscosnsnssonsans 557.6
Changes:
Major Administration initiatives:
Middle Bast peace treaty:

Porelgn 2fd...ccececrevncecncecnssanass 1.5
Military sales trust fund..seeseseesas 1.0
Energy security trust fund..csveoscosccss -—
General contingency allowancCe...ceesesves -0,6
SubtotAlessesuvosassscccconnsenns 1.8
Income security, health, and veterans:
Social insurance trust funds (receipts).. -0.9
Pood StaMPS...eevescscascsssnessssssssnns 0.7
Coal miner benefitsS..cereesscssnaresonsas 0,2
Medicaid.eeeerseescsssscsnaccsnsssacnsnnsne -0.4
AFDC.isseeccsscsscesosnsesstssosancrsosescnss -0.4
VeteranS.ccesesesssssonscsscsosnsssossansoas *
Otheressessssnssscassosssossonossecssoncns 0.3
Subtotalesesussacecosnscsneossanes -0.4
Other:

Revised economic development initiative.. -
Department of DefenS@.c.eeeccsosccaconass -1.1
Rural housSing..c.occesccescescsoassncananns ~-1,0
CONRAfl.ueienssnonacesanssasosnnsanannnanns -0.7
Education and training..secececccesvonnes ~-0.6
Miljtary sales trust fund (reestimate)... 1.5
Agricultural credit insurance....cceeeeee 0.8
Disaster loans and relief..cvenssavcraces 0.6

Net Interest.i.ccoceceeersessnnccvensacanse 0.5
Offshore o0il receiptS.cveeecsceressscenes -0.3
Targeted fiscal assistance....evsencesces -0.2
A1l other, net....ceevecscesncnccsnsnnnsns *

SUbtotalisisersioancrsonscnsncans -0.6

Current eStimate..ssceerocessoccnssscscssncsconnons 558.5

-0.4
615.0

Uil VIR ]

Io oo o
W rOoOnNIn ©

loococi1on w

1o o

lo o
(S 0 S Y- A ERT N SR o

o
.
(4]

622.8

* $50 million or 1less.
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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-Sesslon
Resolution Review Resolution Review
Receipts...... ... 461.0 466.5 509.0 . 513.8
OutlayS.e.icesssea. 494.45 496.2 532,0 542.4
Deficit..... =33.45 -29.7 -23.0 -28.7
Budget authority. 55%9.2 558.5 604.4 622.8

For 1979, the current Administration estimate of receipts is $5.5
billion above the Resolution, and the Administration estimate of
outlays 1{s $1.75 billion above the Resolution. The current
Administration budget authority total is $0.7 billion below the
Redolution. 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 and 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 <£or much of the difference. These estimating
differences are due in part to differing economic assumptions,
notably 1{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 irternational.--The Resolution budget
authorlty totals assume a .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 Resolutidon 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.

Ener and related.--The Administration estimates
IncIu&c .1 on in budget authority and $1.4
billion in outlays for the proposed energy security
trust fund, which 1s 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.

A?rlculture.--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 outlay 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 net Interest costs are $2.1 billion below
Administration projections, largely because the
Resolution assumes 1lower interest rates. Differing
estimates of offshore oll 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 total Is . on below the Administration
because the Resolution assumes reductions in rural
housing and other credit programs. These changes have
virtually no {mpact on outlays,

Other.--The Resolution assumes an across-the-board cut
of $1.0 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

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

Social insurance taxes and
contributionsS..cceeecccceceacans

EXCISe £BXES.uueeunerennaeennnns
Estate and gift taxeS....cecceee
Customs duyies............-.....
n!lcellanebu; receipts..........

Total budget receipts...

(in billions of dollars)

1980 Estimate

1978 1979 Estimate
Actual January March Current January March cCurrent
181.0 203.6 208.8 216.6 227.3 228.6 234.2
60.0 70.3 70.4 67.8 71.0 71.1 71.5
123.4 141.8 142.2 141.3 161.5 161.3 162.6
18.4 18.4 18.4 18.6 18.5 18.6  21.2
5.3 5.7 5.6 5.4 6.0 5.9 5.7
6.6 7.5 7.5 7.4 8.4 8.5 8.1
7.4 8.7 8.9 9.4 9.9 10.0 10.4
402.0 456.0 461.8 466.5 502.6 503.9 S513.8

-1~
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Table 8.--BUDGET OUTLAYS BY FUNCTION, 1978-1980.
(in billions of dollars)

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

National defense 1/....cccvvececccosnannns 105.2 114.5 115.0 115.5 125.8 126.0 126.7
International affairs.......ccesececcecnes 5.9 7.3 7.5 7.3 8.2 8.2 8.8

General science, space, and technology.... 4.7 5.2 5.2 5.1 5.5 5.5 5.7
ENergy.cccecccccccccnanoacacccansencscanss 5.9 8.6 8.6 7.1 7.9 7.9 8.5
Natural resources and environment......... 10.9 11.2 11.2 11.6 11.5 11.5 11.8
Agriculture. .oceetccrennceccncssnvacnssaas 7.7 6.2 6.2 6.7 4.3 4.3 2.5
Commerce and housing credit....ccecececnsne 3.3 3.0 3.0 2.8 3.4 3.4 3.2
TrAnSpOrtation..cccceececccncsasscccannncace 15.4 17.4 17.4 17.2 17.6 17.6 18.3
Community and reqional development........ 11.0 9.1 9.6 10.1 7.3 7.4 7.%
Education, training, employment,

and social servicesS.....c.ccccecanacccans 26.5 30.7 30.1 30.0 30.2 30.2 30.1
Health...cccsoeaacnes 43.7 49.1 49.3 49.4 53.4 53.4 54.4

Income SecuUrity.cccseccrcacccconconsecnans 146.2 158.9 159.3 161.3 179.1 179.3  185.2
(Social security).ceiceceeearcncnceacces (92.2) (102.3) (102.3) (102.9) (115.2) (115.3) (116.8)
(Other) cevceenenecececcecncennnsscnsnces (54.0) (56.5) (57.0) (58.3) (63.9) (64.0) (68.4)

Veterans benefits and services............ 19.0 20.3 20.3 20.3 20.5 20.4 20.8
Administration of justice....cceevecccnnces 3.8 4.4 4.4 4.3 4.4 4.4 4.4
General government..c.cecececrssenccccncans 3.8 4.4 4.4 4.3 4.4 4.4 4.4
General purpose fiscal asssistance......... 9.6 8.9 8.9 8.7 8.8 8.8 9.0
Interest...cccceascscenasccesascanncsansaan 44.0 52.8 52.5% 53.0 57.0 56.9 57.8
RllOWANCES 2/c..ccecccecrcansancssnssancas - - 0.1 - 1.4 2.0 2.1
Undistributed offsetting receipts......... -15.8 -18.7 =-18.1 -18.4 =-19.0 -19.1 -18.7

(Employer share, employee retirement).. (-5.0) (-5.4) (-5.4) (-5.4) (-5.5) (=5.5) (~5.5)

(Interest recefved by trust funds)..... (~8.5) (~92.8) (~9.8) (~9.8) (-10.9) (-10.9) (-10.9)
(Rents and royalties on the
~ Outer Continental Shelf)....ceceenveen (=2.3) (=3.5) (=2.9) (-3.2) (-2.6) (-2.6) (-2.3)

Total budget outlayS...cc..e...... 450.8 493.4 495.0 496.2 531.6 532.3 542.4

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.

(44



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

1978 1979 Estimate 1980 Estimate
Actusl January March Current January March Current
Legislative branch..veccecececconssncncane 1.0 1.2 1.2 1.2 1.3 1,3 1.3
The Judiciaryiceeereeesennnacccacnscnnnana 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 S.1 5.3 5.1 5.1 5.1 6.3
AQricultuUre. . ciceenenncansccnccsosssnssnans 20.4 20.2 20.2 21.5 18.4 18.4 18.4
COMMELCE .. cucreneeoccssnasacnsonsscnnsonss 5.2 4.3 4.3 4.3 3.3 3.2 3.3
Defense—-Military 1/ccicieeininnceecnsnnes 103.0 111.9 112.4 112.8 122.7 122.9 123.5
Defense——-CIivil.ieeloneeraernrosssnsnncann 2.6 2.6 2.6 2.9 2.7 2.7 3.0
ENergYecesescencsccacccansonscs ceees 6.3 8.9 8.9 7.6 8.9 8.9 9.4
Health, Education, and Welfare.. — 1R2.9 180.7 180.9 181.1 199.4 199.4 202.1
Housing and Urban Development...ceeececeeas 7.6 9.0 9.0 8.9 10.6 10.6 10.8
INterior. .. eerenceeercennnnnssaansnncnans 3.8 4.0 4.0 4.0 3.8 3.8 3.8
JUSELICe, . ittt nnsornacnncssnacacncsans 2.4 2.6 2.6 2,5 2.5 2,5 2.5
LAbDOT . cineeecneecentsccncaonascnsenccnnnas 22.9 22.9 22.6 23.4 24.5 24.6 26.4
State. et rsnurnanns 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
TIRABUrY. e venceursencesorranssenronossnasns 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
Genersl Services Administration........... 0.1 0.2 0.2 0.1 0.1 0.1 0.1
National Aeronautics and Space
Administration.ccecneececseccccenacancsns 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 Management............ 11.9 12.5 12.5 12,6 14.4 14.4 14.7
National Development Bank 2/........cevune -— ~ —_— —— 0.2 —— —-——
Other independent agencies,....c.cceeeennn 14.4 14.1 14.7 15.0 13.4 13.5 13.7
Allowances 2/ 3/....eeeecescncoancnncanannn -— -—— 0.1 — 1.4 2.2 2.1
undistributed offsetting receipts......... -15.8 =-18.7 -18.1 -18.4 -19.0 =-19.1 -18.7
Total budget outlAyS.....ceevveaes 450.8 493.4 495.0 496.2 531.6 532.3 542.4

Y/ The 1980 estimates Include allowances for civillan and military pay ralses 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 thz Departments of Commerce and Housing and Urban Development.

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

* $50 million or less.
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Table 10.--HBUDGET AUTHORITY BY FUNCTION,

(in billions of dollars)

National defense 1/.....cc000ccuae cescascs
Internationa) affajirS...ccccceccccnccccnne
General science, space, and technology....
ENerQYccesesacssccasosscssncnssonasiocnnses
Natural resources and environment...
Agriculture...ccceeesccerccscncncnasosncee
Commerce and housing credit.....ccevecenne
Transportation...c.ceevcenccace cesssssvans
Community and regional Jdevelopment........
Education, training, employment,
and social services....cccivevcneccncnnns
Health..ciacennn ceesessseasocnsscnan
Income Security....cecicecreccatcanccsnnns
(Scrfal security).cececeecoccacnoscnces
(Other) .c.vceceeeoncacoosnsssancsacsansne
Veterans benerits and services.....cecuune
Administration of justice...c..ccevuccsccnns
General government....cccccevovcoeccnccces
General purpose fiscal assistance..... “ree
InteresSt..ccceececccosnacsscancencancnannss
Allowances 2/.....c.ccovecassoccnnssnscccena
Undistributed offsetting receipts.........
(Employer share, employee retirement)..
(Interest received by trust funds).....
(Rents and royalties on the
Outer Continental Shelf)....ccenavcnnn

sesacse

Total budget authority...cceeeeen.

1978-1980

1978 1979 Estimate 1980 Estimate
Actual January March Current January March Current
117.9 127.9 127.9 126.9 138.2 138.2 138.4
9.8 13.6 9.8 13.8 13.7 13.6 14.1
4.9 5.4 5.4 5.4 5.7 5.7 5.9
8.2 7.6 7.6 7.4 19.5 19.5 20.2
13.6 13.0 13.0 13.1 12.9 12.9 12.9
2.6 8.3 8.3 9.1 4.9 4.9 4.9
5.3 7.0 7.0 6.1 8.3 8.3 8.3
15.0 20.0 20.0 19,2 19.1 19.1 19.9
10.3 8.1 8.7 9.3 11.3 11.3 8.7
22.4 33.0 33.0 32.5 30.9 30.9 31.4
46.5 52.5 52.6 52.2 57.6 57.6 58.9
180.1 191.0 191.2 191.2 214.5 214.2 218.3
(88.0) (100.4) (100.7) (100.3) (115.8) (115.6) {(116.3)
(92.1) (90.5) (90.5) (90.9) (98.7) (98.6) (102.0)
19.0 20.5 20.4 20.5 21.0 21.0 21.4
3.9 4.3 4.3 4.2 4.3 4.3 4.3
4.1 4.5 4.5 4.4 4.5 4.5 4.5
9.7 8.8 8.8 8.5 8.8 8.8 9.0
44.0 52.8 52.5 53.0 57.0 56.9 57.8
—— 0.1 0.6 - 2.4 2.4 2.7
-15.8 -18.7 -18.1 -18.4 -19.0 =-19.1 -18.7
(-5.0) (-5.4) (-5.4) (-5.4) (=5.5) (=5.5) (=5.5)
(-8.5) (-9.8) (-9.8) (-9.8) (-10.9) (-10.9) (-10.9)
(-2.3) (=3.5) (-2.9) (-3.2) (=2.6) (-2.6) (=2.3)
501.5 559.7 557.6 558.5 615.5 615.0 622.8

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

of Defense.

2/ The 1980 estimates include

trust fund, and contingencies for relatively uncontrollable programs.

allowances for civilian agency pay raises, the energy security



Table 11.--BUDGET AUTHORITY BY AGENCY, 1978-1980
(in dbillions of dollars)

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

Legislative bronch...e.secceceosssesananans
The Judiciary..ieveerocrcncsncencosennnons
Executive Office of the President.........
FunAds appropriated to the President.......
Agriculture...coceccevncccnnccenssnncnvona
COMMAYC@.rorceosocnssscncanvsnccanssccesvns
Defense~-Military J1/.ceveccacccccannaceans
Defense--Civil......
ENergYescececccscacscsacacccconnccacnnanaos
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-19.1 -18.7

Total budget authorfty..c.c.eveeas 501.5 559.7 557.6 558.5 615.5 615.0 622.8

1/ The T380 estImates Include allowances for civilian and military pay ralses 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
fund, and contingencies for relatively uncontrollable programs.

* 550 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)

1978 1979 Estimate 1980 Estimate
Actual January March Current January Match' current

Federal Funds
Transactions with the public......ve... -32.4 -24.3 -20.1 -14.9 -15.6 -14.6 ~-12.8
Transactions with trust funds.......... =29.1 ~30.9 -30.9 -31.3 ~33.5 -33.3 -34.7

TOtAY e ieitarenenensnannnnnacncnns -61.5 ~55.2 -51.0 -46.2 ~-49.0 -47.9 -47.5

Trust Funds ’
Transactions with the public........... -16.4 ~13.1 -13.1 -14.8 -13.4 -13.8 -15.8

Transactions with Federal funds........ 29.1 30.9 30.9 31.3 33.5 33.3 34.7 '
-
TOtA)eueueuseananronnnearsacnnenns 12,7  17.8  17.8  16.5 20,0  19.5  18.9 ¥
RN WEERES Lt k3 ] WEWNE WEEE R £ 2t 1t L et 3 1]
Budget Totals
Federal fUNdS..eucveeneneeceennnnnonens -61.5 =-55.2 ~51.0 ~86.2 -49.0 -47.9 -47.5
Trust fundS....ccvereenenconnconncnnens 12.7 17.8 17.8 16.5 20.0 19.5 18.9

TOtA) it iiiirenecrercnencnsnnnnas -48.8 -37.4 =-33.2 -29.7 ~29.0 -28.4 -28.7




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
FeSeral fUNAB.eeecnocsosonccancansssans 270.5 306.1 311.6 317.1 332.8 334.3 340.4
Trust funds...... wsssessesevesssssacnne 168.0 189.5 189.9 189.4 212.2° 211.9 217.1
Interfund transactionsS....cceeececenccncs =3A.5 -39.6 -39.6 -40.1 -42,5 -42.3 -43.7
TOtAY..ceocacsasasaronssccssasannee 402.0 456.0 461.8 466.5 502.6 503.9 513.8

Outlays
feieral funNdB..ccceoencnces verssssecans 332.0 361.3 362.5 363.3 381.8 382.3 387.9
Trust fundS...cccsesesovcccssesccscsans 155.3 171.7 172.1 172.9 192.2 192.4 198.2
Interfund transactionS...cvecevcescscons -36.5 -39.6 -39.6 -40.1 -42.5 =42.3 -43.7
TOtA)l.i.ceoracocconcccsssnanannsnns 450.8 493.4 495.0 496.2 531.6 $32.3 542.4

Surplus or Deficit (-)

Federa)l funds.....cceccvccescrcnccccnss -61.5 -55.2 -51.0 -46.2 -49.0 -47.9 -47.5
Trust fUNAS...c.ccnvecscssessscccscsncnns 12.7 17.8 17.8 16.5 20.0 19.5 18.9
A TOLBleccesoacnonsesenssnscccannanns -48.8 -37.4 -33.2  -29.7 -29.0° -~28.4 -28.7
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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 budget deficit.... ... uiinnnnsnn 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.c...........  61.5  S5.2  51.0  46.2 49.0  47.9  47.5
Deticit of off-budget Tederal entities.... 10.3 12.0 12.0 12.4 12.0 12.0 16.1
Total to be financed.....cceeancee 71.9 67.2 63.0 58.6 61.0 59.9 63.6
'
Means of financing other than borrowing, 2
and other 33juUStmMeNtS, . c.cccecencncacscas 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 1imit, beginning of

year 1/c.ceaecenaas estesssnsesresecnanenas 700.0 772.7 772.7 772.7 833.0 826.2 821.5
Anticipated debt subject to limit, ’ )
end of year 1/.cccccccicecnncennnsennacans 772.7 833.0 826.2 821.5 893.2 885.4 885.6

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.
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Part 2 )
CHANGES IN BUDGET AUTHORITY AND OUTLAYS BY FUNCTION, 1979-1980

050: NATIONAL DEPENSE

($ billions)
Actual Estimate
1978 1978

Budget Authority

January and March estimateS.cecsccsecesscee 117.9 127.9 138,2
Changes:

DOD—Hllitary....--.................-. - -1.1 0.1

- 0.1 *

Othe@recescasscosnsssnsscsssvasssasssse

Current estimate..csceccrscosorccnscsnsanes 117.9 126.9 138.4

Qutlays

January estimate...cieesecsssscancesccncncs 105.2 114.5 125.8
March changes (DOD -- revised
supplemental) ccccecessosccscscsasncannns -— 0.5 0.2

March estimateS...essviccesocecvcnconcarsns 105.2 115.0 126.0
Further changes:

DOD-Mil{tary:
ReestimatesS...ccieeoressvvssccccss —-— 1.0 1.0
Othereseeesoeccscssssncencasnnansae --=- =0,6 -0.4
Subtotal, DOD-Military....... -—= 0.4 0.6
Othe@Fecrcencosssessossscsssssacnscscss -— 0.1 *

Current estimate...coosevsccvescccasssncese 105.2 115.5 126.7

* $50 million or less.

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 1in
1980. These outlay reductions are more than offset by upward
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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 1in the defense function are due to various
1980 budget amendments and to a distribution of 1979 Department
of Enerqy departmental administration account funds to the atomic
energy defense activities account.
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150: INTERNATIONAL AFFAIRS

($ billi )
- Actua S:n:a te
o7 1980

1978

Budget Authority

January estimate..ceeisesscssesssnsasnseccna 9.8 13,6 13.7
March changes (military sales

trust fund)eseesocesosocccennsseneannans -—— -3.8 -0.1

March estimate..ccesescsocansssrsosronnconsns 9.8 ° 9.8 13.6

Further changes:
Policy changes:
Middle East peace treaty:

Foreign aldicsesecvesncecssnnes - 1.5 *
Military sales trust fund...... - 1.0 0,2
Afd to TurkeYeiseeosssesasssasnsans -— 0.1 *
Othereieesssssrosescssseassnnnnnoase -——- ~* 0.2
Reestimates:
Military sales trust fund..eeesoes -— 1,5 0.1
Othereeeseocssassncasssossessssnnss -—= -+ -0.1
Current estimate..c.ccesesvsesnsccsosacannnnne 9.8 13.8 14.1
Outlays
January estimate.cescececccccnscensssensene 5.9 7.3 8.2
March changes (military sales
trust fund).eiessscccacssonssenscsasans -— 0.2 -——
March estimate..cccevessoccossssaonossnaess 5.9 7.5 8.2
Further changes:
Policy changes:
Middle East peace treaty:
Porelgn ald..eeeveecocencccenes —-——- 0.2 0.4
Military sales trust fund.,..... -—= -0.2 -—
Ald to Turkey..osoceeasssasnsenane ——— 0.1 *
Other.eceeesscosacsssosnnsnnnossans —— -% 0.1
Reestimates:
Military sales trust fund..euevvese ---. =-0.3 -—-
Export-Import Bank..sesessessonsns ——— 0.1 0.2
Other.vecesessssvocttacscsncnasans ——— -0.2 -0.1
Current estimate..scesseeceseancassanssnnns 5.9 7.3 8.8

*# $50 million or less.

$5-126 0 - 80 - §
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The current estimate of 1979 budget author(ty for this function
is $4.0 billion above the March estimate. This 1increase |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, the impact of the cancellation of Iranian orders was
overestimated. The current 1980 budget authority estimates
fnclude 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 1increases 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 Estimate

1978
Budget Authority
January and March estimateS.cecscsasccenses 4.9 5.4 5.7
Changes:
SPACeessseoscssosssssscsstssssnsesonans —-——- -t 0.2
Scieqce.............................. ——— —— -——
Current estimate..cicecsvoccssscoscrescenns 4.9 5.4 5.9
Outlays
January and March estimateS...cescvvcsesses 4.7 5.2 5.5
Changes: .
SPAC@.cssavsscssssccsssssrssscssanrsscsas -—- -0,2 0.2
Sclence.cecceesssscseoarssssessvsenncase -—— * —-——
Current estimate..cvsevescssressscovssccass 4.7 5.1 5.7

* $50 million or 1less.

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 willion 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

($ billions)
Actual Estimate

1978 197 80
Budget Authority
January and March estimateS....eon0evvenssna 8,2 7.6 19.5
Changes:
Energy security trust fund.....cecaes -—- -—- 0.7
Strategic petroleum reserve.ccesseasss -—- * -—-
Naval retroleum reserve receipts..... — - -0.2
Other energy.csceescsscesssnsscsssnse - -0.1 0.2
Current estimate....ccereroccasccccccannans 8.2 7.4 20.3
Outlays
January and March estimateS.ccesevecceccasns 5.9 8.6 7.9
Changes:
Energy security trust fund....eoseose ——— -——— 0.1
Strategic petroleum reserve...vcesess - -0.9 0.7
Naval petroleum reserve receipts..... - - -0.2
Otherlecsuiescossovssecsaansoeaassnonnsse -== -0.6 ~*
Current estimate...ivceecsnsossansrecsocnsa 5.9 7.1 8.5

* $50 million or less.

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 1loss associated with new tax expenditures is

»
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$0.1 billion, largely for long-term energy research, development,
and conservation. Additional amounts ru2lated 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 dJdifferences 1in 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 1likely result in future budget
increases above those planned in the January budget. 1/

-- Delays in spending for other enerqy programs have
reduced estimated 1979 outlays by $0.6 billion below the
eartier 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 1increases 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 oifl prices and other program uncertainties, the
Administration will provide the Congress with updated budget
estimates and program recommendations.,



66

-29-
300: NATURAL RESOURCES AND ENVIRONMENT

($ billions)
Actual Estimate

1978 1
Budget Authority -
January and March estimates...ccccsneeseees 13.6 13,0 12,9
Changes:
Corps of EngineersS.cciceccsasecceccas -—— 0.1 -—
Other.sesesensososcsssnsacecssoasssnae - - *
Current estimate..cieesciavsrsvsnccccoccnnse 13.6 13,1 12.9
Qutlays
January and March estimates,.ccececcvncnves 10,9 11,2 11.5
Changes:
Corps of EngineerS.cescesccsessscesnns ——— 0.3 0.3
EPA' sewage plant construction grants. —-—— 0.2 -
Other.ciececnssocsscosssssnsresessnna -—- -* *
Current estimate..ceesccccsocsseccsssnsance 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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350: AGRICULTURE

($ billions)
Actual Estimate

1978
Budget Authority
January and March estimateB.....secvcncoses 2.6 8.3 4.9
Changes:
Agricultural credit insurance fund... —— 0.8 -
Othet..............................-. - - -*
Current estimate...ccectececiesccncssncsnss 2,6 9.1 4.9
Qutlays
January and March estimateS.....sese00s00es 7.7 6.2 4.3
Changes:
Farm price supports:
Proposed legislation.cceceesvcccns - -0.3 0.3
Existing law...ccosreavesescacnscs —— -0.4 -2.2
Agricultural credit insurance fund... ——— 1.1 0.1
Othericeesesscsusoosesnsassnsnsannssns -——- - -*
Current estimate...c.veececscscnscrnossnnnse 7.7 6.7 2.4

* §50 million or less.

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 authoricy 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 billjon 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 1income 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 1in 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
Budget Authority
January and March estimateS....ccescncscese 5.3 7.0 8.3
Changes:
Rural housing programs...cccessessess -——— -1.0 —
Otherieseosesssocesssnssasecssssonnns ——— 0.1 *
Current estimate..coessscsesscnsoccccscnsss 5.3 6.1 8.3
Outlays
January and March estimatesS.....cceeeececnn 3.3 3.0 3.4
Changes:
Rural housing pProgramsS...cscssecsscss -—- - -
Federal Deposit Insurance
Corporation.iciecciscsnciccanaccnanns ---  =0,2 0.2
Other.eeecesensosssssonsssnssnascnnes -—- - -%
Current estimate..cveesversosccccsconsnssses 3.3 2.8 3.2

* $50 million or less.

The current estimate of 1979 budget authority for commerce and
housing credit is $1.0 billion below the budget because of
congressional 1inaction 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
improved cash management techniques.
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400: TRANSPORTATION

($ billifons)
Actual Estimate

1978
Budget Authority
January and March estimateS.ccccosccccssssns 15.0 20.0 19.1
Changes:
Energy security trust fund (proposed) —-—— -——— 0.2
Purchase of ConRafl securities....... -—-  =0.7 0.6
Othet................................ - - *
current estimate. cceceesascrrsonsssasssccesns 15.0 19.2 19.9
- Outlays
January and March estimateS....ccceveenvsss 15.4 17.4 17.6
Changes:
Energy security trust fund (proposed) —-——— —— *
HighWayS.ceveeeosenvetsscnssanescnnans —— -t 0.4
Purchase of ConRail securities....... ——— -0.1 0.1
Other 2id to raflroadS..cesescsscsnsse —-—— -0.2 0.1
Otherleeeeenanssssssocnnsnrsccsnsassons —-— * 0.1
3

Current estimate..covessrscssearsccresonnas 15.4 17.2 18,

* $50 million or 1less,

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 then
previously estimated. Much of the incresse is attributable to
accelerated construction of the 1interstate highway system as
provided for in the 1978 Surface Transportation Assistance Act.
The current outlay estimates reflect -Federal-aid highway
obligations of $8.5 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 congresaiohal
action shifting funds from 1979 into 1980 and 1981, Total
funding has not been changed.
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450: COMMUNITY AND REGIONAL DEVELOPMENT
(S billions)

Actual Estimate
1978
Budget Authority
January estimate.iccerissscesasvatscascosnns 10.3 8.1 11.3
March changes (disaster rellef)..ceivess - 0.6 -
March estimate.ccceiscccsesssscsssnsonsrvas 10.3 8.7 11,3
Further changes:
Revised economic development
PTOPOSA)licatecessoncosssarassnncssnss ——— - -2,6
Disaster loans and relief..ccseecocee ——— 0.6 *
OtheTleeeeoceaansssascacsssassncnsnnnes - - -——-
Current estimate...ccesevscossesnscsnscsasnss 10.3 9.3 8.7
Qutlays
January estimate.cesscosssencsnsreescsnsnns 11,0 9.1 7.3
March changes (largely disaster relief). -— 0.5 0.1
March estimate...vcerecesnrrncarssenssaranen 11.0 9.6 7.4
Further changes:
Revised economic development
PropoSal . ieececsessessssansannssanns . —-—— -* -0.1
Disaster loans and relief..iiccevecees -—- 0.5 0.1
Other.seeseoesastasssossossnsssosasses -—- * 0.1
Current estimate.scesessssvsescencssssssasna 11,0 10.1 7.5

* $50 million or less.

Budget authority for community and regional development is above
ear)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
bitlifon 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 fiqgure for similar reasons.

For 1980, the January budget included $3.5 billion in budget
authority for the proposed National. Development Bank.
Subsequently, the President decided not to propose the Bank as a
separate entity, and the $3.5 billion was shown as an allowance
for econonic 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 1is substantially reduced
because the proposal places major emphasis on wusing 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

{$ billions)
Actual Estimate
1978 1979 1380

Budget Authority

Januyary and March estimates.....eeo00s0s00e 22.4 33.0 30.9
Changes:
Education:
Higher education..cceeeescecnnenss - -0.2 0.4
Other education...iseecenseccsases -——- -0.1 -*
Training and employment....covecenss -—— -0.4 -0.1
Social servicesS.ccceescecnsscnnsonans —-——- * 0.1
Current estimate..ccvercsnvcasassnsnannenas 22.4 32.5 31.4
Outlays
January estimate.iesccescocccssacssensanssne 26.5 30,7 30.2
March changes:
Training and employment.....covennesns -— -0.6 -——
Social serviceS..eveieressnsnsncannee -—— 0.1 ~0.1
March estimate...c.ceeecnvcnnancnonsananasns 26,5 30.1 30.2
Further changes:
Education:
Righer education.seesessssnsesnesne -——- -0.1 0.3
Other education..sesessescssnnssns -— -0.1 -
Training and employment.....eoncsnras -—— -0.1 -0.3
Social serviceS..ciencerarraasennrans == 0.1 *
Current estimate..cisesvecocessonsascnssrna 26.5 30.0 30.1

* $50 million or less.

There are a number of small changes in this function that are the
result of changed program partioipation estimates, revised
Administration proposals, and a ruling of the Comptroller
General: :
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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. 1/

-- 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 {fncrease 1is due to
higher than anticipated participation 1in gquaranteed
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 vrequest 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 1lower than anticipated enrollment in
public service employment programs.

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 (S0.4 billion), aid to families
with dependent children (50.4 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 1local
social services training.

The Administration's welfare reform proposal includes major
efforts to help welfare reciplients 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 1is provided in fulfillment of the
requirement of Section 602 of the Comprehensive Employment and
Training Act, and revises information supplied in the Budget
Agsendlx for 1980 in the temporary employment assistance account
an n 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 mill.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

($ billions)
Actual Estimate
1978 1379 1980

Budget Authority

January estimate.cccececsssensscenscnnsnonsas 46.5 52.5 57.6

March changes (medicare).cecascsssenrcses --= 0.1 ~*

March estimate..cceecccsvsacssosnsccssnsnas 46.5 £2.6 57.6

Further changes:

Medicare:

Proposed legislation.ceececssvenss -——— -+ ~*

Existing law..cosieeessssenossneses - - 0.3
Medicaid:

Proposed legislation.....ccevecaee -— * *

Existing law..seceecceseasscnnsans —— -0.4 1.0

OLheT.eeieenceennscesacscnneassnnnsasnss = * -~-

Current estimate.cceecscecsccensonsansnanss 46.5 52.2 58.9

Qutlays

January estimate..cecscescsccssesssescsnnasns 43,7 49.1 53.4

March changes (medicaid).secivencasasans -——- 0.1 -——

March estimate...cceessesssnascsnnsssenssasns 43,7 49.3 53.4

Further changes:

Medicare:

Proposed.legislation.sicssesnennnes -—— 0.2 0.5

Existing law..cccscccesssassesnnsae -— -0.1 -0.2
Medicaia:

Proposed legislatioN...veieescsnsns -— * *

Existing law.iseieeescencessosancsss -— -* 0.6

Otheleeerosasnossncosnssssasascnanancs - —* 0.1

Current estimate..cesccassnscoosnssonsnnncsss 43.7 49.4 54.4

* $50 million or less.

The current estimates for health outlays are $0.1 billion above
the March estimates for 1979, and $1.0 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:

$5-126 0 - 80 - &
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-= The out1a¥ estimates under existing law have decreased
by $73 millfon in 1979 and $220 mfllion in 1980 primar-
ily as a result of a lower than originally projected
rate of hospital cost Iincreases. 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 ocutlays are virtually the same
as the March estimates for 1979 and $0.6 billion above the March
estimstes 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., 1/

-- The current outlay estimates have 1increased by $0.3
billion in 1979 and $0.6 billion in 1980 as a result of
more 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,

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 Dbasic
educatfonal opportunity grants ($0.2 billion).
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600: INCOME SECURITY

Budget Authority

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

March estimate.scecsecrnsssnssssnsssnnscnons
Purther changes:
Social security and railroad
retirement..ccceveeccessasnsensnenoes
Disabled coal miners benefits........
Federal employee retirement and
disability.cciveecinsensenancesernos
Unemployment compensation..ceesesecese
Food StampPS.escccestnsscsssssssecsnsae
Other nutrition programS....cscecesss
AFDC,cvveecvesncansensassscssssscncsne
Energy security trust fund (proposed)
Real wage insurance (proposal
Aropped) ceeeseccnnstinssosanssronanns

Other.ecesecsnvsesossssnsssscssssoscnsnse

Current estimate...cccesvvvsoscssasssosssss

outlays

January estimate..cccvccccasctcsaascaccnnnne
March changes:
Unemployment compensation...cesecccas

Other.cseosresssosnssesoanasensesanas

March estimatesssceceasscsscssasssensssnsns
Further changes:
Social securicy and railroad
retirement:
Proposed legislation.iceeccecesces
Existing law.sseceoecoscanssoncnsne
Disabled coal miners benefits..ccecss
Federal employee retirement and
disability.eecuieiveceresnsesosnsnnnns

Other nutrition pPrograms...ceeesseees
Armotllttoll'I.ll'!ll'-‘.""ll.ll'l.
Energy security trust fund. (proposed)
Real wage insurance (proposal
Oropped) cvececsenssassasssascenseans

Otheleseeessocrsoasnscscasessssscsconnes

Current estimate...ccveessrncsssasnssoscnss

{($ billions)
Actual  Estimate
1978

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

146,2 158.9 179.1

-— 0.3 0.3
-== 0.1 ~-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 -t
~—-  ~== 0.5
——— ee- =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:

-~ Soclial 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
actusl spending in recent months.

-~ FEstimates for coal 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. 1/

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

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 Dbasic
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
0il1 decontrol, increases 1980 outlays by $0.5 billion.

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

-~ A delay 1in 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 1980
Budget Authority
January estimate..ceceseesoccesassescannanns 19.0 20.5 21.0
March changeS,.cecceessoncossosannsccsnnns === -0.1 -0.1
March estimate..ceveesecensssvscssnsonssanss 19.0 20.4 21.0
Changes:
Compensation and pensions...sceessnes -——— * 0,2
Medical CAre.cicessrrensssavcncossnnas ——— - 0.2
Otherlseesvacosossscssonncsssnssosssans ——— * *
Current estimate.sccveocessocnsacssancsenns 19.0 20.5 21,4
Outlays
January estimate...cccsvsceccasrecsssvascnrns 19.0 20.3 20.5
March changesS...eesascscsssscsvsosssravns -—= ~0.1 -0.1
March estimate..cceessascsvestncsscscansons 19.0 20,3 20.4
Changes:
Compensation and pensionS..cvecsseces - -* 0.3
Medical Care..seeseccsviassssssecsosns -— -0.1 0.2
Other.issscesscensnsoonecsersssassennas - 0.1 -*
Current eStimate..cesssacoscsonsassnsssansens 19.0 20,3 20.8

* 850 million or less.

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
$0.3 bfllion in 1980 is in large part due to higher cost-of-
1iving adjustments than anticipated in March.

Outlays for medical care have been revised upward by $0.2 billion
in 1980, reflecting & reestimate of the cost savings assoclated
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

($ billions)
Actual Estimate

1978
Budget Authority )
January and March estimateS....ccevansvccne 3.9 4.3 4.3
ChaANgeS..cscsecescsasssccnnsssccssosasans -—= -* -
Current est{mate........................... 3.9 4.3 4.3
outlays
January and March estimateS.....cceccaassss 3.8 4.4 4.4
ChangeS.ecesscosvsssancsonssesssnssensas ——— -0.1 -
Current estimate..c.ocicoecivncssccccnersnes 3.8 4.3 4.4

* $50 million or Jess.

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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800: GENERAL GOVERNMENT

($ billions)

Actual Estimate
1978
Budget Authority
January and March estimateS.ceeessosssances 4,1 4.5 4.5
ChanNgeS..ecsaroessseosssscnsssanensecsnsns ——— ~-0.1 *
Current estimate...coieesesssescscesansacas 4.1 4.4 4.5
Outlays
January and March estimateS..c.ceeeccsscasss 3.8 4.4 4.4
ChANGeS.eseorensssscsctssssssassssssansas -——- -0.1 —-*
Current estimate.scsseisesssesecconcosnasans 3.8 4.3 4,4

* 850 million or less.

Budqget 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 constructfon of the new Senate office
buflding, and for purchase of new automohiles by the General
Services Administration.
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850: GENERAL PURPOSE FPISCAL ASSISTANCE

{$ billions)

Actual Estimate
1978
Budget Authority
January and March estimateS.cicicecescecnses 9.7 8.8 8.8
Targeted fiscal assistance..c.veveecscacss -— -0,2 0.2
Other.iceseessosecsasonansssanesssanncnsns ——— * w
Current estimate..ccceeencsrasanscnssssnasns 9.7 8.5 9.0
Outlays
January and March estimateS.sseecescnccecans 9.6 8.9 8.8
Targeted fiscal assistance...cieeseccecse -— -0.2 0.2
Otheressecesaossocssscassssnnnncsssnscnss - * *
Current estimate.ccsessassssososncnssonenss 9.6 8.7 9.0

* $50 million or less.

The January hudget 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)
Actua stimate

1978

Budget Authority and Outlays

January estimate.s.vecessonasroveesscancane 44,0 52,8 57.0
March change8..cecessesosssoososssncsncns -—— -0.3 -0.1

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

Interest on the public debt.sceecanse ——— 0.3 1.9
Interest on loans to the Federal
Financing BanK..ceessessossosecscnnsoe — 0.2 -0.7
Other.vseesseseosooscannsassasaccsnses -——- =% -0,3
Current estimate.c.cceesscsvocnccernsonsnns 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 {s more than offset by higher assumed
ifnterest 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 {n 1980. These estimates
compare to $48.7 billion {n 1978.

The estimates of interest on loans to the Federal Financing Bank
(FFB) for 1979 have been reduced by $0.2 dillion (thus increasing
outlays) because collections have been less than projected. The
$0.7 billion fncrease 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, 1{s currently estimated to be $43.2
billion in 1979 and $46.9 billion in 1980. These estimates are
$0.5 billjon above the March estimate for 1979 and $0.9 billion
ahove the March estimate for 1980,
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920: ALLOWANCES

Estimate

{S billionsé

Budget Authority

January estimates.icccssssoncsesscnsnssnssannsane 0.1 2.4
March changes (contingencies).ceessvcensccenes 0.5 -—
March eStimatp.cceesecssescosvsncessensssssasssans 0.6 2.4
Further changes:
Energy security trust fund (proposed)...... —— 1,6
Contingency allowance for relatively
uncontrollable PrograAmMS..ceecceesscsacacas ——— 0.1
Other contingencies...ciececescsscscnencsas -0.6 -1,5
Current estimate...cecesserosscvosssrnsncnsancncns e 2.7
Outlays
January estimate..coeecsscorsrsrsecosesssasossassns ——— 1.4
March changes (contingencies).eeiesecscccccaas 0.1 0.6
March estimate...cooescccococessoosssacscrssnsanes 0.1 2,0
Further changes: :
Energy security trust fund (proposed)...... ——— 0.8
Contingency allowance for relatively
uncontrollable ProgramsS..csscssccsasscsses —— 0.5
Other contingencies...veeevescvscccescescns -0.1 -1.1
Current estimate....ccccecverssnsncnssncsasccnsens ——— 2.1

The current estimates fnclude 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 billfon in budget
authority and $0.5 billion in outlays. These amounts allow for
somewhat higher cost-of-1living increases i{n various retirement
and other income security programs than were assumed at the time
that the detail:d 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 detafiled 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 {s {included,
reflecting eamounts still to be allocated to specific proposals.
Additional amounts are classified in the energy, income security,
and transportation functions.

The genersl contingency allowance for 1979 and 1980 1included 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 OFPFSETTING RECEIPTS

{$ billions)
Actual Estimate
1978 1379

Budget Authority and Outlays

January estimate.icsccessececnccsrssrsencnons -15.8 -18,7 =-19.0
March changes:

Of fshore oill receiptS.icccicesscececse -—- 0.6 -

Interest received by trust funds..... tated -* *

March eStimatec.cssscnssescctsnsornsensnnsns -15.8 -18.1 -19.1
Changes:

Of fshore oil receiptS..iesceseescerans ——- -0,.3 0.4

Interest recefved by trust funds..... -— -* *

Employer shar», employee retirement,. -—= --= kel

Current estimate.ceseessocessssstscsscsssse -15.8 -~-18.4 -18.7

* $50 million or less.

The current estimates of undistributed offsetting receipts are

$0.3 billion above the March estimates for 1979 and $0.4 billion

helow the March estimates for 1980, These changes decrease
budget authority and outlays in 1979 and increase them in 1980.

Receipts from offshore oifl leases are now estimated at §$3.2
billfon 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 Caljfornia. 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.



90

-53-

OUTLAYS OF OFF-BUDGET FEDERAL ENTITIES, 1978-1980
($ billions)

Actual Estimate
1978 1379 1980
January and March estimateS...cecescssascss 10.3 12.0 12.0
Changes:

Federal Financing Bank.ecseesessoceee -—— 1.5 3.8
Postal Service.....cvvecerciocecannns -— -1.1 0.3
Other.eesssescsoncassoscssssscncnsoas -——— e *
Current estimate...coeeeesasscnsosessesansce 10.3 12.4 16,1

* $50 million or less.

while the total outlay estimates for off-budget Pederal 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 (FFB). The 1980
outlay estimates for off-budget entities are up substantially,
due largely to an increase in FFB outlays.

The current estimates for Postal Service outlays are $1.1 billion:
below the earlier estimates for 1979 and $0.3 billion above the
earlier estimates for 1980, Higher cost-of~1iving increases
resulting from collective bargaining agreements add $0.3 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 billfon in 1979
and $15.1 bfllion in 1980. These estimates are $1.5 billion
above the ear)ier estimates for 1979 and $3.8 billfon 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 billfon ({n
1979 and $5.3 billion in 1980. These increases are partly offset
by Jower than previously estimated purchases of guaranteed loan
originations, largely from the Rural Electrification
Administration, which reduce outlays by $0.8 billion in 1979 and
$1.6 billion in 1980.
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Part 3
LONG-RANGE BUDGET OUTLOOK

This section presents the long-range budget outlook. As required
by 1law, it also contains projected outlays for open-ended
programs and fixed costs, and spending from balances of budget
suthority for non-mandatory programs.

Long-Range Economic Assumptions and the Budget Outlook

Long-Range Economic Goals.--The long-range economic "assumptions
Hllgor In nature from the short-range economic forecast presented
earlier. These assumptions are not forecasts of eccnomic 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 Full-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 Pull Employment and
Balanced Growth Act of 1978 are: attainment of an unemployment
rate of 4,0t 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 JTndex.
Both go2ls are sssumed to be attalined by the end of calendar year
1983, These qoals ara 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 $738 billion in 1984, Receipts under
these economic assumptions are projected to {increase more
rapidly, from $514 billion Iin 1980 to $825 billion in 1984,
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Table 15,~--THE BUDGET OUTLOOK, 1980-1984
(in billions of dollars)

1980 1981 1982 1983 1984

ReceiptSicessvsecesavescnnsnes 513.8 597.4 688,99 764.8 825.3
OUL)AYS.serecrsoncsreorcacnas 542.4 599.3 6A42,3 700.9 738.0

Surplus or deficit (-).... -28,7 -1.9 46,6 63,9 87.3

Budget authority.ceccevteecsss 622,8 674,8 728,6 786.,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 fncreases or
decrerases ~~- none of which can he anticipated with any certainty
now.

Budget Impacts of Major Initiatives.,--As is the case with the
underlying economlic assumptions, the long~-range budget
projectjons 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 1law 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 1in 1983. Fstimates for national health Insurance are
included in the allowances functiorn, Costs of welfare reform are
included tn 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.

BEST COPY AVAINBLE
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The welfare reform plan would make several program improvements,
increase efficlency and reduce .fraud and abuse through
administrative improvements, and provide fiscal relfef 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); 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
fmproved 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 1improve
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
billjon 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 prceposed windfall profits tax. The windfall
profits tax s designed to prevent United States oil producers
from reaping unearned profits as a result of the phased decontrol
of domestic of] 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;

5%-126 0 - 80 -~ 7
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~-- provide for additional investments in . energy efficient
mass transit;

~-=- expand research, development, and demonstration programs
to increase energy supply end 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 ofl.

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 {f the economy
€ollows 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 {n 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 1981 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 f€ixed costs are projected to comprise 568 of total
budget outlays in 1984, & slight decrease from the 1980 share of
598,

Spending from Balances of Budget Authority Available at the Engd

of Flsca) Year 1980: Non-nanﬁator! Programs.--SectIon 221(b) of
the Legislative Reorganization Act o 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 [1980, 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 bifllion of this total §s in guarantee and
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insurance program balances, very little of which 18 expected ever
to be spent. The spending pattern from the balances 1in 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 22% in 1982.
About 15% ($40.5 billion) {s“expected to remain unexpended at the
end of fisca) year 1984, An estimated $9.7 billion df the 1980
end-of-year balances is expected to expire (without being spent)
during fisca) years 1981 through 1984,

Rudget Projections Under Alternative Fconomic 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 1in 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
ahout 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 table, 1In
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 BUDGET OUTLOOK UNDER ALTERNATIVE
ECONOMIC ASSUMPTIONS, 1980-1984
(in billions of dollars)

1980 1981 1982 1983 1984

RECEIPES.sarsssencsaronseanes 513.8 597,5 687.1 769.4 856.9
OULlAYSeissecsosnnotessasncas 542.4 600.3 K50.9 722,6 774.7

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 wunder the
alternative assumptions, These differences are shown |in
Table 17, ’

Tabhle 17.--DIFFERENCES IN BUDGET PROJECTIONS UNDER
ALTERNATIVE SETS OF ECONOMIC ASSUMPTIONS, 1980-1984
(in billions of dollars)

1980 1981 1982 1983 1984

Receipts

Receipts under economic
g0A1S..caesonscossatesrsnnsa 513.8 597.4 688.9 764.8 825.3
Effects of higher

inflation.oeeseeaccnocens -— 2.3 12.9 34.7 64.6
Effects of lower real ’
growtheeececscescasaonssns === -2.2 -14.7 -30.1 -33,0

-Receipts under alternative
economic assumptionS...ceees 513.8 597.5 687.1 769.4 856.9

" Outlays

Outlays under economic goals. 542.4 599.3 642.3 700.9 738.0
Effects of higher ’

inflation.seeeeeescaesnas -— 0.5 3.6 11.1 23.6
Fffects of higher

unemployment.csssscescace -— 0.1 1.6 4.5 6.1
Effects of higher interest

rates and higher deficits === 0.4 3.4 6.1 7.0

Outlays under alternative
economic assumptions........ §42.4 A00.3 650.9 722.6 774.7




Table 18.--LONG-RANGE ECONOMIC GOALS, 1981-1984
(calendar years; dollar amounts in billions)

! , Assumed for

S . 'Budget Projections
: 1381 1982 1983 1984

| Major Economic Indicators

Gross national product, (percent change, 4th quarter over
4th quarter):
Current do))drScececccocessssosavcancsonsacscasnanncassssesca 11.
Constant (1972) d01]laArSeeccccssccrcaccssscncsscnsssasscancns 5.
GNP deflator (percent change, 4th quarter over 4th quarter)... 6.
Consumer Price Index (percent change, December over December). 6.
Unemployment rate (percent, 4th QUArter)....cccccceecsccccscecs 6.

Annual Economic Assumptions

Gross national product:
Current dollars:
AMOUNE .ecreuceacnncsscnssssosscsssnasnsonsassnassansasnanss 2,859 3,169 3,448 3,664
Percent change, year OVer Ye€Ar...sesesssccsssscsscnscnns 11.2 10.8 8.8 6.3
Constant (1972) dollars:
AMOUNE.ceeecnacrocasansosesossosnnossnssesassossnsssnnes 1,481 1,563 1,642 1,696
Percent change, YEAar OVer YelAle.cseoescsccscscssccssnscsns 4.1 5.5 - 5.1 3.3
Incomes:
Personal inCoMe...ccceevvecsacsansncsoasmasssssnansansnnsas 2,338 2,571 2,779 2,947
Wages and salariesS......eceeccccncocacssccccssscsaancencses 1,504 1,673 1,826 1,941
Corporate profitS...cceeccncccsancaaan cecenesnnans anssssanan 260 315 348 372
Price level:
GNP deflator:

Level (1972=100), annual AVerage....ssescsvsnsssesssseas 193.0 202.8 210.0 216.1

-~ Percent change, year over yeadr......... eetescncssennnnen 6.8 5.1 3.5 2.9
Consumer Price Index 1/:

Level (1967=100), annual avVerage@.....ecececscsssscsssssss 251.5 264.4 273.8 28l.9

Percent change, yeadr OVer YeAl...cccucaceccscanscnsannas 7.1 5.2 3.5 2.9

See footnotes at end of table.
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Table 18 (continued)

Assumed for

Budget Projections

3
'

Unemployment rates:

Total, 2aNNUAL BVErAQE€..ccsccccacacnctccassssscscssssasassanan 6.4 5.2 4.2 4.0
Insured, annua) averdge 2/...c.cccecccssascsscscceansscvsvoee 3.3 2.8 2.3 2.1
Federal pay raise, October (percent) 3/...c.cecessevacsaccasens 5.5 5.5 5.5 5.5
Interest rate, 91-day Treasury bills (percent) 4/..cccccecccs. 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 311 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 unemployment insurance as
a percentage of covered employment under that program. It does not include recipients of
extended benefits under that program.

3/ Ppay 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 theé 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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Table 19.--ESTIMATED EFFECT OP ADMINISTRATIVE ‘ACTIONS AND

PROPOSED LEGISLATION ON RECEIPTS,

(in billions of dollars)

Receipts under current law..... sesassasssscssses
Extension of airport and airways trust fund

LAXOS.cieecasecsctctceveccecnsnnscncccnanaes

Receipts on a current services basis...cccevvee
Proposed legislation and administrative
actions other than extensions:
Energy program:
Windfall profits taAX..eessecscssccsnes
Energv conservation credits...........
Other income tax effects 1/....ccevve-
Waiver of import duties and fees......
Poreign tax credit....cccececncocencsse

, Subtotal, Energy program.........
Cash management initiatives....ccceccveen
Railroad retirement tax increase.........
Tax~exempt mortgage bondS..cecececescecesse
011 and hazardous substance clean-up.....
Tax treatment of independent contractors.
Welfare reforM..ccecvceccoccsomsscsnnensns
Negotiated tariff reduction......cccceceee.

Other.ccsesesssescscsoscsoresssssssssnsss

Total, Proposed legislation and
administrative actions other
than extensionS...cccceececcccse

Total receiptS...ccccnceascccecsancascncanansse

1979-1984

Current Estimate Progection

1979 1980 1981 1982
466.8 510.1 579.0 662.5 738.4 795.9
== 0.1 0.8 0.9 1.0 1.1
‘466.8 510.1 579.9 663.4 739.4 796.9
— 2.5 8.1 12.7 12.5 12.9
~* =0.1 ~0.2 ~-0.4 -0.5 -0.7
b 0.6 2.4 4.5 5.7 6.1
~0.3 -0.6 — ——— — ——
0.1 0.8 0.7 0.7 0.7 0.8
-0.2 3.2 11.0 17.5 18.4 19.1
—_— -—— 4.8 4.8 1.6 0.8
—_— 0.2 0.2 0.3 0.3 0.4
—— 0.3 1.0 2.6 5.3 8.9
— — 0.1 0.3 0.4 0.4
—— — 0.7 0.8 0.9 1.0
—-—— — = =0.1 -0.3 -0.2
—-— -0.2 -0.5 ~1.0 -1.5 -2.1
=0.1 0.1 0.2 0.2 0.2 0.2
~0.3 3.6 17.6 25.4 25.3 28.4
466.5 513.8 597.4 688.9 764.8 825.3

1/ The effect of deregulation of crude petroleum prices on

incTuded under energy policy.
* $50 million or less.

income tax

receipts is
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*  Table 20.-~BUDGET RECEIPTS BY MAJOR SOURCE, 1979-1984
(in billions of dollars)

Individual income taxeS......svccsessesssccccse
Corporation income taxeS....cccccssccccccnccccs
Social insurance taxes and contributions.......
EXC1S@ LAXES..cecavescecssnscecscconcncccsanans
Egtate and gift taxes....;.....................
Customs dutieS...ccescoccvcccccncnsccsscscccces
Miscellaneous receiptS....c.cccevcsccancecercccee

Total budget receiptS....cevcesscccccses

Current Estimate

Pro;ection

1 1 1
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
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Table 21.--COMPOSITION OF BUDGET OUTLAYS, 1978-1984
(dollar amounts in biilions)

National defense:
+ Direct Pederal payments for individuals........
Grants to States and localitiesS......eccveeenas

Other.ceeecceecroncsacacansencasncasncnnsnsanan

Subtotal, National defensSe....cceececasess

Nondefense:
Direct Federal payments for individuals........
Payments for individuals through States
and localities....uieeircestescacncccancacconn
All other grants to States and localities......

Net Interest.i.ccceccccsnssccceccccncacacsosnnnas”

Other.eseececeeeceanssosnncsacecacnncansanacnna
Subtotal, NondefenSe.....eceeeececcaccnces

POLAl.ccceennnctectnerrassacscccoancnocnnas

0y

Actual Current Estimate Progection
1978 1979 1980 1981 1982
9.2 10.2 11.4 12.9 14.1 15.1 16.0
0.1 0.1 - 0.1 0.1 0.1 0.1
96.0 105.2 115.2 126.4 136.4 146.9 157.2
105.2 115.5 126.7 139.4 150.6 162.1 173.3
170.6 189,3 215.7 238.5 256.4 299.2 316.7
24,7 26.7 28.8 31.6 33.7 36.1 38.9
53.1 54.9 55.1 57.5 59.1 59.0 58.9
35.4 43,2 46.9 48.7 46.4 43.7 42.3
61.7 66.6 69.4 83.6 96.0 100.8 107.8
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

* $50 million or less.
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Table 21 (continued)

Current Estimate
[4)

)

Actual
1978

Percent of Total Outlays

National defense:

Direct Federal payments for individuals........ 2.0
Grants to States and localitieSe.eecceveenecenee *
Otherecetceeacenncencssnsnoscsoocsosrassnnannns 21.3
Subtotal, National defense.....cecoecanone 23.3

Nondefense: ’
Direct Federa) payments for individuals........ 37.9
Payments for individuvals through States

23.4

39.8

5.3
10.2
8.6
12.8

42.9
5.3

5.7
14.6

76.6

76.5

and localitiesS....ieeceeccnarccncncccncncsonas 5.5
All other grants to States and localities...... 11.8
Net intereSt...cccceveiseciecesnceananccnscconee 7.9
Other.cueieeineeeoteasssnsnncacnsaanceancasannna 13.7

Subtotal, NondefensSe...oeeeeesececcoocansee 76.7
TOLA]l eecienenensoccssnonssnaanccananonanes 100.0
' =mz=x

100.0

100.0

* 0.05% or less.

(1] 8
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Table 22.--BUDGET OUTLAYS BY FUNCTION,

1978-1984
(in billions of dollars) .

Actual Current Estimate Progoctton
1978

National defense 1/..cccevsesccccrccenvncncacncacs 105.2 115.5 126.,7 139.4 150.6 162.1 173.3
International affairS..ccccccccssvsacccccccncsvenes 5.9 7.3 8.8 9.7 9.8 10.9 12.2
General science, space and technology....cessveces 4.7 5.1 5.7 5.5 5.3 5.0 4.7
ENergY.ccccccssscsssssassnasasacsscasassssnsonnnns 5.9 7.1 8.5 10.0 9.0 8.9 9.2
Natuyral resources and environment......cccccsecees 10.9 11.6 11l.8 13.1 14.1 14.7 15.6
AGriCUlLUr@. . ccencsecncaccsnnscnnoncsanssacosscasas 7.7 6.7 2,5 2.7 3.1 3.4- 3.9
Commerce and housing credit.... . 3.3 2.8 3.2 3.2 2.8 2.5 2.3
TranSpPOrtatioN.cccccccrnvsosrsnavccssssssensanssnes 15.4 17.2 18.3 19.8 20.1 20.6 21.2
Community and regional development....ccececscasecs 11.0 10.1 7.5 8.3 8.4 8.6 8.7
Education, training, employment, and .

50C1a] ServiceS...cccccssccsccrssscssscnnconnanes 26.5 30.0 30.1 31.1 36.6 36.0 35.8
HBedlth...ucvceeeesnccconnscascscasasnssscscacscasnns 43.7 49.4 54.4 60.2 65.8 71.5 77.7
INCOmMe® SeCUritY..ccvecccccvovmconsscccsccscscsscanns 146.2 161.2 185.2 203.8 219.5 234.6 245.7

(Social secuUrity).ccececcecscsccncsensssovsasaans
(Other) cececececesncsccncasanee

(92.2)(102.9)(116.8) (130.4) (143.5) (155.8) (165.4)
(54.0) (58.3) (68.4) (73.3) (76.0) (78.8) (80.3)

Veterans benefits and services......ccceeenccvcnee 19.0 20.3 20.8 21.4 22.1 22.5 22.6
Adminigtration of justice...ccceccccsccccsccscccne 3.8 4.3 4.4 4.4 4.4 4.4 4.4
Generdl gOVErNMeNt.ceccsesrccncsscsscssssncscsoncscs 3.8 4.3 4.4 4.4 4.6 4.5 4.5
General purpose fiscal assistanCe......ceocccecces 9.6 8.7 9.0 8.7 8.7 8.7 8.7
INtereSt..cccecsnscscconrssssscsarssvasccacaccnnas 44.0 53.0 57.8 60.8 60.5 59.6 60.3
AllowancesS 2/..ccececcacsscssconcccsansensnensnnnns —-— e 2.1 13.7 19.7 46.9 54.1
Undistributed offsetting receiptS...ccecccccecnccens -15.8 -18.4 -18.7 -20.8 -22.8% -24.9 -27.0

Total budget outlayS....ccccecccsccencesas 450.8 496.2 542.4 599.3 642.3 700.9 738.0

MEMORANDUM

Outlays of off-budget Federal entities.....ccccve. 10.3 12.4 16.1 11.8 11.3 12.3 10.6

1/ Includes allowances
2/ Includes allowances

(1980-84), contingencies for

(1981-84), start-up costs of welfare reform (1981), and the proposed health plan

allowances for welfare reform in' 1982-84 are distributed by function.

for civilian and military pay raises for the Department of Defense.
for civilian agency pay raises (1980-84), the energy security trust tund
relatively uncontrollable programs (1980-84), general contingencies
(1983-83).

The
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Table 23.--BUDGET OUTLAYS BY AGENCY,

(in billions of dollars)

Legislative branch.iicccececcosccccrecsconasacens
The Jud{Ci@ry..eccieeennenecssnaseassscnassoncnsns
Executive Office of the President......ccceeeceeee
Funds appropriated to the President....ccceeccacas
AQricUlLUre..cccecesoncoccssascccnssscasacnnsnasans
COMMErCe.cciesccvescccnsensovsensvcossncnsassacssanse
Defense-Military 1/.cccecciecessnnccccacncacnnsasnns
Defense-Civil..icoeeeeecansecansccccrnosccosasacans
ENergY.scccccsonsscncensoscsnsncsnsscesasansoncsans
Health, Fducation, and Welfare....ccovececcescncasne
Rousing and Urban Development.....ceeccecccccassss
INterfOreiecececacecsccscacacennssacssasoncnannsana

JUSEIre. . it ntsccensscsocetonecannscsscenonnns

Transportation.ccecececerscsevsoaccssncscnsscsansannsa
Tr@ASUIY.cueeesasesssnsnnsnsvnctssscanvascanssnanns
Environmental Protection AgencY....ccececcescances
General Services Administration......eceeccsvcccns
National Aeronautics and Space Administration.....
Veterans Administration..eceeceieeccroccocaveacanns
Office of Personnel Management.....c.evessecncaocs
Other agencieS.....ceeensasnnsvoncrcsnscnnccnsccane
AllOWANCeS 2/..ccccerccncnsansncsnssssasassancancs
Undistributed offsetting receiptS....ccececceccaens

Total budget ouUtlaYS.cceuceuooncascancnans

1978-1984

Actual Current Estimate Projection
1978 1979 1980 1981 1982 1983
1.3 1. -
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1 12. 1 16. 18. 20. 21.

1 15, 1 13. 13. 14.0 14.

-—= -— 13.7 25,2 53.1 60.
-15.8 -18.4 -1 -20.8 -22.8 =-24.9 -27.0
450.8 496.2 S42. 599.3 642.3 700.9 738.0

1/ Includes allowances for civilien and military pay raises for the Department of Defense.
2/ Includes allowances for civilian agency pay raises (1980-84), the energy security trust fund
(1980-84), contingencies for relatively uncontrollable programs (1980-84), general contingencies
(1981-84), welfare reform (1981-84), and the proposed health plan (1983-84).
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Table 24.--BUDGET AUTHORITY BY FUNCTION, 1978-1984
(in billions of dollars)

Actual Current Estimate Progection
1978 (] 1 1

National defense 1/....ccccecesenccsccccncnccnnaan 117.9 126.9 138.4 150.0 160.7 172.4 184.2
International affairS......ccvesceevocesnascssnnen 9.8 13.8 14.1 13.8 15.4 16.7 18.0
General science, space and technology..ceeececscocs 4.9 5.4 5.9 5.6 5.3 5.0 4.7
ENergYeccecccnceccsesvsancvanncssacsscoscaanansscnses 8.2 7.4 20.2 9.1 8.6 6.4 6.6
Natural resources and environment......cceevacseas 13.6 13.1 12.9 14.4 14.8 14.8 14.9
AQricCUltUre.cereenaccccercecscnsoncnscccossasnsnannan 2.6 9.1 4.9 5.3 3.9 3.9 3.9
Commerce and housing credit..ccceccccecacccnsccncasn 5.3 6.1 8.3 6.7 6.8 6.9 7.0
TransPOrtatioN.c.cccccscoscrneresassssassssensscas 15,0 19.2 19.9 21.9 20.8 20.9 21.4
Community and regional development...ceeeeconsscee 10.3 9.3 8.7 9.3 8.9 9.1 9.0
Education, training, employment, and

50C1a] ServiCeS...ccsccriscinccccsannncnsscncrons 22.4 32.5 31.4 31.6 36.8 36.2 35.9
Hedlth.eoeiouseoneeoonnsonsacacesocnennncsncnnssnse 46.5 52.2 58.9 69.6 79.4 87.3 94.8
Income security..ccceees 180.1 191.2 218.3 241.2 264.7 282.8 300.9

(Social security)...ccecececececnccsocncscsnees

(Other) cceecececansaasscesssssaccccsssasasccans

Veterans benefits and services....ccecccecccsccses 19.0 20.5 21.4 21.9 22,1 22.4 22.7°
Administration of justicCe..e.cererccccsscacessanes 3.9 4.2 4.3 4.3 4.4 4.4 4.5
General goVernMeNnt....ceeesocscccscsssssanncccccsas 4.1 4.4 4.5 4.6 4.5 4.5 4.6
General purpose fiscal assistance.......ceceecousss 9.7 8.5 9.0 8.7 8.7 8.7 8.7
INLereBt.ccoacacacccssosnonsvessosornancncncssnscos 44.0 53.0 57.8 60.8 60.5 59.6 .60.3
AJ1OWANCES 2/..ccecceccrccsoacansosscnccsnrnscanas — —— 2.7 16.8 25.1 49.) S54.5
Undistributed offsetting receipts........cccvvev.. -15.8 -18.4 -18.7 -20.8 -22.8 -24.9 -27.0
Total budget authority...cceccececccoccnas 501.5 558.5 622.8 674.8 728.6 786.2 829.5
MEMORANDUM
Budget authority of off-budget Federal entities... 13.2 16.3 17.5 14.2 14.2 14.2

(88.0)(100.3)(116.3)(133:8)(154.3)(170.8)(189.4)
(92.1) (90.9)(102.0)(107.4)(110.3)(112,0)(111.5)

14.2

1/ Includes allowances
2/ Includes allowances

(1980-84), contingencies for

allowances for welfare reform in 1982-84 are distributed by functlon:

for civilian and military pay raises for the Department of Detense.
for civilian agency pay raises (1980-84), the energy security trust fund
relatively uncontrollable programs (1980-84), general contingencies
(1981~B4), start-up costs of welfare reform (1981), and the proposed health plan

(1983-83).

The
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Table 25.--BUDGET AUTHORITY BY AGENCY, 1978-1984

(in billions of dollars)

Legislative branCh...c.cceecececccercccscncosennnnes
The Judiciary....ceeveenesrereccsacsassccacceoncans
Executive Office of the President....c.cececceccsas
Funds appropriated to the President....cceccecccee
AQricUltUre. i etenoecacnrsnscnsesnscnasssencaannn
COMMEYCe.rceescasscacocsscncsscncnacsscensncnanconas
Defense-Military 1/..cccieecececcnccennnsccnnannns
Defense-Civil..coiienrevecsannccne

ENergY.ccececocccsannoasascancnssassasssanrs ..

Health, Education, and Welfare.....eececececnncsca -

Rousing and Urban Development.......ceececascesans
Interior.ccecicecenccecacssseanncscccccesancsscnns
JuStiCeiceneeteccannrerrcacncens cevesesnccsssevenn
LADOC.scccetcnoassnnacsncnsssasssnconna [
StAL®. . cccnnccccrecccccacncsssnncecnnsnssnsensanns
TraNSPOrtAt ioN..ccnrvescssscccnnssassncacscennanaan
TP @ASUL Y ecaccsvesanscecncsnsasssscnssnsnsnscasacacs
Environmental Protection AQeNnCY...cesecocecconsnans
General Services Administration...cceecececvccacen
National Aeronautics and Space Administration.....
Veterans Administration..ccceeeecaccccccasonansaas
Office of Personnel Management.....ceeeeceecoceees
Other agenciesS..ceecececrrevsscsnccsccasscsnscsnes
AllOWANCES 2/icvceceancncsrssaccncacasessnnsscnsan
Undistributed offsetting receiptS.cccccececcecccns

Total budget authority...ceceeecececeosnace

Actual Current Estimate Progection
1978
1.1 1.2 1.3 1.4 1.3 1.3 1.3
0.5 0.5 0.6 0.6 0.7 0.7 0.8
0.1 0.1 0.1 0.1 0.1 0.1 0.1
7.5 11.7 12.1 12,6 13.6 12.2 13.0
16.5 24.4 22.4 24.9 24.4 25.2 26.0
2.3 2.6 3.9 3.5 3.5 3.6 3.6
115.3 124.1 135.1 146.5 157.3 169.1 180.9
2.8 2.8 3.1 3.8 3.9 3.8 4.0
10.7 9.6 7.5 9.7 9.5 9.4 9.6
162.2 183.0 207.6 236.2 267.1 292.3 317.6
38.0 31,2 33.6 34.0 34.0 34.0 34.1
4.6 4.7 4.5 4.9 5.0 5.1 5.0
2.4 2.5 2.4 2.4 2.4 2.4 2.4
20.0 28.3 28.2 30.2 . 29.8 27.7 25.9
1.5 1.7 1.8 2.0 2.0 2.2 2.3
13.5 17.3 17.8 20.1 19.0 19.1 19.6
56.8 65.5 70.8 73.4 73.1 72.1 72.8
-7 5.4 5.1 5.5 5.7 5.8 5.8
0.2 0.3 0.3 0.3 0.3 0.3 0.3
4.1 4.5 4.9 4.6 4.3 4.0 3.7
19.0 20.4 21.3 21.9 22.1 22.4 22,7
18.2 21,1 23.4 24.7 26.1 27.1 27.9
14.6 13.9 30.7 15.4 15.2 15.4 15.9
— -—— 2.7 16.8 31.0 55.6 6l.4
-15.8 -18.4 -18.7 =-20.8 -22.8 -~24.9 -27.0
501.5 558.5 622.8 674.8 728.6 786.2 829.5

1/ 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
(1980-84), contingencies for relatively uncontrollable programs (1980-84), general contingencies
(1981-84), welfare reform (195i-84), and the proposed health plan (1983-84).
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Table 26.--PROJECTIONS OF OUTLAYS FOR OPEN-ENDED PROGRAMS AND FIXED COSTS, 1980-1984*

(in billions of dollars)

Estimate'

Projection
Open-Ended Programs and Fixed Costs 1980 1981 1982 1583 19
Payments for {ndividuals:

Socia) security and rajilroad retirement......... .e 121.8 136.6 151.1 164.4 174.7
Military retired Pay..cccescccccccsnsscsccccccccans 11.4 12.9 14.1 15.1 16.0
Other Federal employees retirement and insurance.. 14.6 16.5 18.3 19.9 21.2
Unemployment aSSiStaANCe....ccccecceesnocccccncanas 15.3 15.2 13.4 12.0 11.3
Veterans benefitS..,.ceeeccecnccccccnns cecesescvsen 13.8 13.6 13.3 13.2 13.1
Medicare and medica™...cccceees cssssasssesssesnan 46.6 53.0 60.1 68.0 76.6
Housing paymentS...ccccevcescsccscssscssscccsscccos 5.1 6.1 7.2 8.3 9.5
Public assistance and related programsS.....c.cccc.. 28.0 29.8. 30.6 31.8 31.5
Subtotal, Payments for individuals....cecc... 256.6 283.7 308.1 332.6 353.9
Net INtereSt...c.ccececceccccssosssanssssesssscsnnnns 46.9 49.2 47.3 45.1 44.3
General revenue Sharing......ccececacecssccncnncncsas 6.9 6.9 6.9 6.9 6.9
Other-open-ended programs and fixed costS.....cecvenn 10.1 9.6 10.3 10.6 11.2
Total, Open-ended programs and fixed costs... 320.6 349.3 372.4 395.1 416.4

* This table is supplied pursuant to the requirements of Section 221(b) of the

Legislative Reorganization Act of 1970° (P.L. 91-510).
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Table 27.--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 Other Unexpended Balances,
Standby and Backup Authority September 30, 1980 Total
Total balances, end of 1980 .
(current estimate) . ....eceeccccene 12.8 267.0 279.8
MBI E MR MR
Spending from balances in:
198]l.ccicucncscncanscscncsanosne 1.0 114.0 115.0
1082, . cnerevcnnsnncccsnaccccena 0.6 58.1 58.7
19B3..ccevneacccovaraccsascccns 0.6 28.9 29.5
1984, .. cccncccccvascnsonsans 0.5 15.8 16.4
Expiring balances, 1981
through 1984, ... ..cccecvoccvcaans —_— 9.7 9.7
Unexpended balances as of .
the end of 1984....cccccevccecens 10,0 40.5 50.5
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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

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

Current A0llarS.eececessscoevssscevsssnsecssvosnncsancscnna 11.4 10.3 9.8 9.3
Constant (1972) dollarS....ccecveee- eeesesscccstsssssncanne 4.0 3.5 3.5 3.5
GNP deflator (percent change, 4th quarter over 4th quarter)... 7.1 6.6 6.1 5.6
Consumer Price Index (percent change, December over December). 6.8 6.5 6.0 5.5
Unemployment rate (percent, 4th quarter).cesecececccccs cnecese 6.3 6.0 5.7 5.5

Annusl Economic Assumptions

Gross national product:
Current dollars:

AMOUNEt. e eesocossonsssanscansnsacannnas cesseesssescssessss 2,856 3,161 3,477 3,807
Percent change, year over Yyeal.eeeoseecososs [P cessee 11.0 10.7 10.0 9.5
Constant (1972) dollars:
Amount.......... [ tessessssavessasssesanacnsesnssss 1,471 1,525 1,579 1,634
Percent change, yeAr OVer YeAF.c..cccecoscsssncscassssccn 3.4 3.7 3.5 3.5
Incomes: .

Personal income.....ceeceeccrceccccccccesns

Wages and salaries....

Corporate ProfitS...cccceecesecccecces
Price level:

GNP deflator:

Level (1972=100), annual averdg€...cecescscvscsossesesas 194.1 207.2 220.2 233.0

Percent change, YeAr OVEr YedY....ccceoesecsonsscasssnsss 7.4 6.7 6.3 5.8
Consumer Price Index 1/:

Level (1967=100), 3anNuAl AVErAGE€...ececeeeccasssecsssenss 252.4 269.1 285.8 301.9

Percent change, Year OVer Year....ececsscsecascscsscscns 7.6 6.6 6.2 5.6

See footnotes at end of table,
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Table 28 (continued)

. ) Assumed for Alternative
Budget Projections
1 1982 1 1984

Unemployment rates:

TOtal, ANNUAl BVErAg@...ccteecccccncccncnnnnasossccananeoes 6.5 6.1 5.9 5.6
Insured, annual AVerage 2/...c..cccececccccscccssoonscannona 3.4 3.2 3.0 2.8
Federal pay raise, October Tpercent) 3/.....ceceeeccccceracees 5.5 5.5 5.5 5.5
Interest rate, 91-day Treasury bills (percent) 4/ceenenannan 8.2 8.2 7.7 7.2

1/ The index shown is the CPI for urban wage earners and clerical workers. There are
how 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 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 changing .inflation, however, it is now assumed, by
convention, that future interest rates will change with the rate of inflation.

.i“s
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Table 29.--BUDGET RECEIPTS BY MAJOR SOURCE, 1979-1984

(UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS)

(in billions of dollars)

Individual jncome taAXeS..ccocceecssencaccccccccs
Corporation income taXe€S..cssserecsacsccccaccce
Social insurance taxes and contributions..;....
Excise taxeS...eccccacsceccssssesccccncnsncccce
Estate and gIff taXe@S.cecceeseoenssccasccososnnse
Customs AUutfeS.ccencnccaccsscacosacecnccccsssance
Miscellaneous receiptS.cececccescnconsancncaconne

Total budget receiptS...cccecececccnnse

Current Estimate

1 1980 1981

216.6 234.2 277.2 32z.8 370.0 421.9
67.8 71.5 76.1 86.0 97.; 108.8

141.3 162.6 189.6 216.7 237.3 257.9
18.6 21.2 27.7 32.6 33.2 34.4
5.4 5.7 6.0 6.5 7.2 7.9
7.4 8.1 9.2 9.6 10.} 10.6
9.4 10.4 11.8 12.9 14.2 15.3

466.5 513.8 597.5 687.1 769.4 856.9

-pi-
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Table 30.--COMPOSITION OF BUDGET OUTLAYS, 1978-1984
(UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS)
(dollar amounts in billions)

Actual Current Estimate " Projection
1978 1379 1980 1981 1982 1383 1384

National Gefense:

Direct Federal payments for individuals........ 9.2 10.2 11.4 12,9  14.2 15.5 16.8
Grants to States and localities......eevecennee 0.1 0.1 * 0.1 0.1 0.1 0.1
Other.usecsscnasssosensosssssanascansasnsssscenss 96.0 105.2 115.2 126.7 137.8 150.6 164.1

Subtotal, Nationsl defense.....cccanasncse 105.2 115.5 126.7 139.7 152.1 166.2 18l.0

Nondefense:
Direct Federal payments for individuals........ 170.6 189.3 215.7 238.8 259.3 307.0 332.6
Payments for individuals through States

and localities...cceeeececcnncnnancnnnanns cenn 24,7 26.7 28.8 31.5 34.2 36.9 39.9
All other grants to States and localities...... 53.1 54.9 55.1 57.5 59.1 60.1 61.1
Net interest.......ceccececcecnccacancacanncnans 35.4 43.2 46.9 49.1 49.8 49.8 49.4

Other.ceeeerncccosccocanssocnsccsccosnasncnsanss 61.7 _66.6 69.4 83,7 96.5 102.5 110.8

Subtotal, Nondefense....eecccevacacsccnces 345.6 380.6 415.8 460.7 498.8 556.4 593.8

TOtal.ieueeeennseansacnasensnstscnccnnnnncanss 450.8 496.2 542.4 600.3 650.9 722.6 774.7

* $50 million or less.
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Table 30 (continued)

Current Estimate Projection

Actual
1978 197 1980 1 1982 1983 1984
Percent of Total Outlays
National defense:
Direct Federal payments for individuals........ 2.0 2.1 2.1 2.2 2.2 2.1 2,2
Grants to States and localities.....ceeecevaces * o - * . * o
OtRer.ceecenacetecacrseceovonncacancsoanoncsancen 21.3 21.2 21.2 21.1 21.2 20.8 21.2
Subtotsl, National defense.......ccvveees. 23.3 23.3 23.4 23.3 23.4 23.0 23.4
Nondefense:
Direct Federal payments for individvals........ 37.9 38.1 39.8 39.8 39.8 42.5 42.9
Payments for individuals through States
and localities....ccvovun.. sesesssscsvscnnne .. 5.5 5.4 5.3 5.3 5.2 5.1 5.1
All other grants to States and localities...... 11.8 11.1  10.2 9.6 9.1 8.3 7.9
Net interest.....ccceceeencconnnnnn sesessccsans 7.9 8.7 8.6 8.2 7.6 6.9 6.4
Other.esneeeeeoneneesasncccscncasaccnnscncnncnannn 13.7 13.4 12.8 13.9 14.8 14.2 14.3
Subtotal, Nondefense......veesveseeecansesns 76.7 76.7 76.6 76.7 76.6 77.0 -+ _76.6
TOtA) .. eeneennnresecasoscnccannnseacacnns 100.0 100.0 1:00.0 100.0 100.0 100.0 100.0
" =axse ssazs

* 0.05% or less, -

—9‘-
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Table 31,.,--BUDGET OUTLAYS BY FUNCTION, 1978-1984
(UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS)
(in billions of dollars)

Actual Current Estimate Progection
1978 1379 1980 1981 1382
National defense 1/......ccecvvceccscenccacscnnnen 105.2 115.5 126.7 139.7 152.1 166.2 181,0
International affairs....cccecevecnccnccvccanenanea 5.9 7.3 8.8 9.7 9.7 10.8 12.2
General science, space and technology............. 4.7 5.1 5.7 5.5 5.3 5.0 4.7
ENergy.ccceccccccosccaccsccncscsasacsncannnsansssana 5.9 7.1 8.5 10.0 9.0 8.9 9.2
Natural resources and environment...cccceeecsccccsca 10.9 11.6 11.8 13.1 14.1 14.7 15.6
AQriculture..c.cecs’ovevecscancncssscsssasasasasanna 7.7 6.7 2.5 2.7 3.1 3.4 3.9
Commerce and housing credft..c.ccecessscccaccanasne 3.3 2.8 3.2 3.2 2.8 2,5 2.3
Transportation....ccceieceicceccsctannascncannceasne 15.4 17.2 18.3 19.8 20.1 20.6 21.2
Community and regional development.......ecoeeceaes 11.0 10.1 7.5 8.3 8.4 8.6 8.7
Education, training, employment, and
social ServiceS....ccccvcecctntccnctcarancnccncnns 26.5 30.0 30.1 31.2 36.7 37.5 38.3
Hedlth...oicueenoorocsosasesesscscannsnnnncasnanns 43.7 49.4 S54.4 60.1 66.1 72,7 80.0
IncCome SeCUrity..ccceecececanacaccnncncasensassnnsse 146.2 161.3 185.2 204.0 222.4 241.9 259.7
(Social security).eecesceecccccann ceesssssenses (92.2)(102.9)(116.8) (130.5) (144.3) (158.3) (173.0)

(Other)...ceceesneccasssccscacnnaaannscnccncnse (54.0) (58.3) (68.4) (73.5) (78.1) (83.6) (86.7)
Veterans benefits and serviceS....cececcvveccccane 19.0 20.3 20.8 21.4 22,2 22.8 23.1

Administration of justice.....c.eoievercnrcsoccsans 3.8 4.3 4.4 4.4 4.4 4.4 4.4
General government.....ccacecececcocccccnacnn ceeee 3.8 4.3 4.4 4.5 4.6 4.5 4.5
General purpose fiscal assistance.....ceeececcaee. 9.6 8.7 9.0 8.7 8.7 8.7 8.7
Interest.cccececconccans ceesssesesccccccsssscnsnce 44.0 53.0 57.8 61.3 63.9 66.3 68.4
Allowances 2/...ccceecesccancccannnnan cevsnacasnea - —— 2.1 13.8 20.3 48.3 56.8
Undistributed offsetting receipts..... cssessssssas -15.8 =-18.4 -18.7 -20.9 -22.9 -25.&4 -28.0

Total budget outlays......... ccesesacsasss 450.8 496.2 542.4 600.3 650.9 722.6 774.7

MEMORANDUM )

Outlays of off-budget Federal entitieS.ce...cceec.. 10.3 12.4 16.1 11.8 11.3 12.3 10.6

1/ 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
(1980-84), 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.

!
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Table 32.--BUDGET OUTLAYS BY AGENCY, 1978-1984

(UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS)
(in billions of dollars)

Legislative branCh....cececsccecrcccrcssoscccncnns
The Judiciary..ceerececceccecsncacecasansscccecsanas
Executive Office of the President....
Funds appropriated to the President....cecceceesase
AQricCUltUre@. . cceesecnactacranaronncrensssossannces
COMMEOICe. csceresscnnsssossnsrsnccsoannssssnnccssone
Defense-Military 1/.c.ceieceercccnsccncocncccceans
Defense~Civile.esseseeccnceancscsacacesaascosnnane
ENergYescceseacccssosssrccssssesancsscoasssscne
Health, Education, and Welfare.....vececoccevescan
Housing and Urban Development.....cccecevascccscns

INter{or..ucescsccccocnssnncnsnnansonsncoscccnsanse

JUSELICO . cueencnsaceocsansrancrnscancasasnsnoncans
LabOrceeeceercencessncsocncscanasssocnasenscncacnsens

StAL@.iuteeccecesevranesessnessanccssancosvccscans

Transportation..ec.cceeesveccces S
TreASUrY.oceoscoscosscsnnnsosacsnes
Environmental Protection AGeNCY.....ccevoevvacccas
General Services Administration.....c.ccceeccenccase
National Aeronautics and Space Administration.....
Veterans Administration...ceeccecccecececcccsoacnns
Office of Personnel Management.....eoesseeceseccace
Other 3gencieS...c.ccencccccsasasnsscnccsscnsnssonnce
Allowances 2/...vccc.. ceseceaaccs csecovsseccvannnn
Undistributed offsetting receiptS...cceeccccaccaas

Total budéet OUt]AYS.eceseceonccosnsncnnnnns

Actual Current Estimate Ptogeccion
1978 1 0 1982 1
1.0 1.2 1.3 1.2 1.3 1.3 1.
0.4 0.5 0.6 0.6 0.7 0.7 0.
0.1 0.1 0.1 0.1 0.1 0.1 0.
4.4 5.1 6.3 7.9 7.9 7.9 8.
20.4 21.5 18.4 20.5 22.0 23.5 25.
5.2 4.3 3.3 3.3 3.0 3.1 3.
103.0 112.8 123.5 136.3 148.7 162.8 177.
2,6 - 2.9 3.0 3.3 3.6 3.6 3.
6.3 7.6 9.4 10.3 9.4 9.1 9.
162.9 181.1 202.1 223.0 243.8 265.7 287.
7.6 8.9 10.8 11.9 13.0 14.0 15,
3.8 4.0 3.8 4.3 4.6 4.9 5.
2.4 2.5 2.5 2.5 2.5 2.4 2,
22.9 23.4 26.4 26.8 26.4 26.8 27.
1.3 1.5 1.7 1.8 1.9 2.0 2.
13.5 15.3 16.4 18.0 18.6 19.1 19.
s6.4 65.3 70.6 73.7 76.1 78.5 80.
4.1 4.4 4.8 5.1 5.7 6.1 6.
0.1 0.1 0.1 0.3 0.4 0.3 0.
4.0 4.2 4.8 4.6 4.4 4.2 3.
19.0 20,3 20.8 21.3 22,2 22.7 23.
11.0 12.6 14.7 16.6 18.5 20.5 22.4
14.4 15.0 13.7 13.7 13.2 14.1 14.3
—_— ——— 2.1 13.8 25.8 54.5 63.2
-15.8 -18.4 -18.7 -20.9 -22.9 -25.4 =~-28.0
450.8 496.2 S42.4 600.3 650.9 722.6 774.7

HFONNYNABNODLONHWINNNHOHMIW

1/ 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
(1980-84), contingencies for relatively uncontrollable programs (1980-84}), genetal contingencies
(1981-84), welfare reform (1981-84), 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

4

v

There have been a number of changes in t:e Administration's
budget estimates since the Mid-Session Review was {ssued on

July 12,

for us
changes

The changes resulted from events that occurred too late
to incorporate them in the Mid-Session ReView. These

include:

a revision of estimates for the energy initiatives that
the President announced on July 15 (see Attachment A);

increased amounts for the transportatfon of refugees
that were announced at the Tokyo economic summit and at
the United Nations refugee conference in Geneva (see

Attachment B); 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 1279 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):



RecelptsS.cecieeacencsonnenass
OUtlayS..eeiecoscansnsncssnns

Deficitecieciivenccnncene
Budget authority.cceeeseceeas

Debt subject to limit
{end of year).evsesocssnsane

of f-budget entities:
Budget authority..........
- OUtlaySeeseesasoessssacson

117

-2~
1279 _ 1980
Mld- -
Session Session
Review Current 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
558.5 559.2 622.8 645.1
821.5 g22,¢9 885.6 882.6
16. 3 17.1 17.5 13.0
12, 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 detafled 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
hes 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 1include '$2.4 billfon 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 1investments, 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 us
many as three government-owned synthetic fuel plants. To flnance
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 enmergy
supply and conservation programs -- other than those of the
Corporation -- has been increased from $0.7 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,

(fiscal years; {n millions of dollars)

Windfall tax receiptS.ccceccssescsscsvencasessasancsssoscns
Additicnal resSouUrcesS 2/.cc.cciecccccnscccsscrsssccssscrsancs

\ Total receiptScccescevscssevonscscnscccsasenansnse
Tax expenéitutes...........................................

Net to energy security trust fund.....ceccencens

Budget Authority

Energy security trust fund 3/:
Low—income aSSiStance...cecveserersessrscsosassscccassnns
Transportation efficiency:4/..ccevivenccnrceccccnnanenn
Energy supply and ConServatioN....c.eesssscocessanssavens
Energy Security Corporation financing:
Energy Security Corporation financing authority 5/......
Treasury purchase of Energy Security Corporation” stock..

Total, Budget authority....cecececccecccecaccane

1979

1980 1/ 1981 1982 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 2,400 2,400 2,400 2,400
1,445 1,550 1,710 1,730 1,50
1,330 900 1,400 1,400 1,400
21,900 22,000 22,000 --- 22,000
100 e -— o
26,375 26,850 27,510 5,530 27,460

See fo&tnotes at end of table.
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ENERGY SECURITY PROGRAM -- ESTIMATES‘AS OF SEPTEMBER 4, 1979 (continued)

Outlays
Energy security trust fund 3/:
Low-income 3SSiStanCe....cceeseccnresncsssascscsconsnnas 1,600 2,400 2,400 2,400 2,400
Transportation efficiency 4/..ccvivecccrnceccncccacaaanne 312 1,001 1,274 1,557 1,684
Energy supply and conservation...... eucsccssesnonnnsscas 270 699 876 1,142 1,280
Energy Security Corporation financing:
Energy Security Corporation financing authority 6/...... -— —_— — 100 500
Treasury purchase of Energy Security Corporation stock.. 100 - == ———— ——
Total, OutlayS...csevccasssssuocacnccasaannan one 2,282 4,100 4,550 5,199 5,864

1/ since budget authority for programs to be financed from the energy security trust fund' may

exceed receipts, Jlegislation will be proposed to finance the additional amounts from anticipated
trust fund receipts. :

2/ Additional corporation income taxes resulting from decontrol.

3/ obligations of the Energy Security Corporation will be financed by the energy security trust
fund. 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 sipplemental early in
fiscal year 1980.

5/ Treasury authority to make Joans to the Energy Security Corporation to the limit ($87.9
bi1Tion) 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

used. When more detail is available on projects and mechanisms to be used, better outlay estimates
will be provided. '

1980 1/ 1981 1982 1983 1984
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f
ENERGY SECURITY TRUST FUND -+ MID-SESSION REVIEW ESTIMATES 1/
(fiscal years; in millions of dollars)

1980 1981 1982 1983 1984

Windfall tax FeCeIPtS . ieieennreecncnncsecannnanas 2,535 8,072 12,666 12,548 12,863

Additional resources B 640 2,429 4,539 — -

Total reCeiptS..creeneunnnenceconcnaconenns 3,175 10,501 17,205 12,548 12,863

Tax eXpPenditureS.cciiiiiniriirrecnnneccncncnnnnn =96 -227 -361 -528 =553

Net to energy security trust fund........... 3,079 10,274 16,844 12,020 12,310

Budget Authority

Low-income assistance (604)cuicncecerecacacennnacs 532 776 800 800 800

Mass transit assistance {401) cevicnionncnnccnnnns 181 260 300 320 370

Energy supply and conservation (271) ceeeccnnnanes 730 2,619 2,269 S0 50
Special reserved account (allowance for energy

Security trust FuUNd) ceceueeeveoooescnnceennnsens 1,636 6,619 13,475 10,850 11,090

Total, Budget authority..ceeeeveeeveceennnn. 3,079 10,274 16,844 12,020 12,310

Outlays

Low-income assistance (604) e ceniiicecccnnncenans 532 776 800 800 800

Mass transit assistance (401) cerecrnnnecnncnnnnes 20 71 136 217 402

Energy supply and conservation (271) veeenccanncas 134 1,361 1,520 882 - 872
Special reserved account (allowance for energy

security trust B 1T 753 3,241 7,238 7,846 9,613

Total, OULlAYS..uveecuccrocecrconannoneannes 1,439 5,241 9,694 9,745 11,687

1/ Superseded by revised estimates developed after the Pres%dent's energy initiative

was announced on July 15.

2/ Additional corporation income taxes resulting from decontrol.
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- Attachment B

DEPARTMENT OF JUSTICE
Immigration and Naturalization Service

1980 1980

Budget ' Budget 1980 1980

Appendix Request Proposed Revised
Page Reading Pending Amendment Reqguest
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 Aslan refugees resulting from an expansion of the
‘refugee 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..eesesvesee. $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 authorizing.
ieglislation.)

The proposed amendment would provide for the costs of transportation and
reception and flacenent 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.

NOTE: The additional costs for domestic medical _assistance and welfare
programs under refugee assistance {n the Department of Health,
Education, and wWelfare have not yet been determined.
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Attachment C

OTHER CHANGES

1979 HEW Approprfations

The Mid-Session Review estimates included a reduction of $1.0
billion 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...ccececeacess 11,384 11,710 326
OULlaYSeessocecceccscsascssssoe 11,919 12,340 421
Assistance payments program:
Budget authority..cvvceecccccoss 6,255 6,628 373
OutlayS.eeeesncsoooacsasnannsns 6,288 6,661 373

Federal Financing Bank

A _substantial correction was made in the Mid-Session Review
estimates 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
Authority dutlays

1979 Estimate
MId-Session RevieW.....eveensosans 16,156 13,023

CUrreNt.ccerescnsscossnssncsssonsean 16,955 13,822
Difference.iceeccccccssccncsens 799 799

1980 Estimate
Mid~-Session RevieWw...ioeevnveornne 17,310 . 15,121

Current..veeeesscccessssncnsannane 12,852 10,663

Difference....cecsseecccncscne -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 hlgher 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 reflects
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-Session
Review Current Change
Student loan insurance fund:
Budget authority.eeeseeecosssnse 1,296 1,139 -157
OUtlaYSeeosssoooscsnnssacsansnns 1,229 1,075 ~154

§5-126 0 - 80 - 9
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Distribution of Allowance for Relatively. Uncontrollable Programs

The Mid-Session Review estimates 1included an allowance for
relatively uncontrollable programs {n 1980 because there was not
enough time to incorporate all of the effects of the OPEC price
change in the detailed estimates. This. allowance has now been
distributed among the following programs:

{In millions of dollars)
Existing Law, 1980

MId-Session
Function and Program Review Current Change
National defense:
Military retired pay:
Budget authority....cceceeccss 11,452 11,546 94
OutlayS.cceeeesecscecsscacccnes 11,435 11,529 94
Income security outlays:
Social security.....cccccceieeees 117,161 117,414 253
Supplemental security income..... 6,260 6,270 10
Federal employee retirement and
disability..ccececececccccncncen 14,346 14,461 115
Allowances:

Allowance for relatively
uncontrollable programs:
Budget authority...c.cececceces 109 ——— -109
OUtlayYSeeecccsoconsccnssancnne 475 -— -475




REVISED ADMINISTRATION TOTALS AS OF SEPTEMBER 10, 1979

(in millions of dollars)

' 1979 1980
BA Outlays BA OSutlays
Mid-Session Review Totd1B.ceccecccrcsccacccocnnns 558,468: 496,164 622,803 542,435
Subsequent changes:
Revised energy initiative:
Energy Security Corporation financing. —-— —— 22,000 100
Low-income assistance.......ccccev0ees. -— ——— 1,068 1,068
Transportation efficiency..cccicecacess — — 1,264 292
— -— 600 . 136
-1,636 =753
== == 337396 — B4
Refugee amendment:
Refugee assistanCe....ccccccennanvacee -—- _— 209 178
Other..ccovcvccacssecosscnnasanncnanse - foniend -1 -1
Subtotal, refugee smendment....... — - 208 177
1979 HEW Appropriations:
Grants to States for medicaid......... 326 421 —
Assistance payments program...... 373 373 —
Subtotal, 1979 appropriations..... (31 794 — —
Distribution of allowance for
uncontrollable programs:
Social SecUrfity.c.c.ceoccescencncccnses . — —-—— 253
Supplenental security income.......... —— — —— 10
Civil service retirement...... ———— — ——— 115
Defense retirement...... — -— . 94 94
AllOWANCe.c.cceracssnssnnsn .o - —— =109 =475
S Subtotal, distributfon......eeees. —— — =15 -3
Technical corrections:
Higher education..ccevccecerccannsnnes —— — -157 -154
Local public WOrKBe.vecessoenacccconsne —— -200 o —
Revised Administration TotalS....ceececnceccncenns 559,167 496,758 646,135 543,298
ADDENDUM
Mid-Session estimates of off-budget entities..... 16,334 12,432 17,490 15,079
Technical COrrectionS.cceeveceescascaccescacconone 799 799 —4,457 ~4,457
Revised total...ccccersessaccncees 17,133 13,233 13,03 11,622

d JuawyowlIv
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Senator Byrp. 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 Byrbp. 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.
M¥ statement will cover two principal topics:

irst, 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, usin
the Senate Budget Committee recommendations in the secon
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 1.—BUDGET TOTALS BY FUND GROUP -

By fiscal year, and bilions of dollars]

Receipts:
Federal funds ‘ . 319.1 3489
Teust funds ‘ 188.2 210.2
Interfund transactions -410 -444
Total 4663 5147
Outlays: . -
FRORIA FUNS ....ccccreesseeces et ecneeessesee e e 363.2 3879
Trust funds 1740 199.2
Interfund transactions b e st e . ~410 ~444
Total.........cccooomnn. . 496.2 542.7
Surplus of deficit {—):
Federal FUnds ..o, -4 ~389
Total.......... -299 -89

“%&urg)ce “Second Concurrent Resolution on the Budge!, Frscal Year 1980, prepared by the Senale Commitice on the Budgel, 96th Cong Ist sess

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 sgending 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 ..........coecucncriinirencnininrcconiineessnsessnsissssssssssseenas 532.

Changes caused by reestimates:
Social security.......ccooceverninnns
Federal employee retiremen
Unemployment insurance..... .
Food stamps........ccoonrivvreiiirennieiennnnnienisisessesions erereee b st eaet ettt n s e b sabene
Medicare and medicaid ...........c.ovcvviinirnrcvennier e
Black lung disability trust fund .............ccoiiececnnnnie e
Education and training......... .
Defense..........
Net interest ..
Agriculture ...
ot

[~

= titroTmN ©

OO OPO

—
(=4

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 budXet 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 unemplo%rment 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 m}fht_ha¥pen.

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.

$5-126 0 - 80 - 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
rcentage point, the deficit would automatically increase by over
gla 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 fiscal year and bifions of dofars}
1979 1980
Budget deficit 29 280
Trust fund and agency investment ; 18.0 140
Deficit of off-budget Federal entities. 12,0 16.0
Total to be financed 539 58.0
Means of financing (other than borrowing) and other adjustments. B & J—
Increase in debt subject to limit 56.7 58.0
Debt subject to fimit (beginning of year) 1721 - 8N4
Debt subject to imil (end of year) 8294 8874

(1?%?&imsﬁmmwwwaﬁ°&.mwrwm 1980, prepared by the Senate Committee on the Budget, 36th Cong. m!,“

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 changin%"]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 $568 billion. When this is added to the estimated debt at the end
of fiscal year 1979, it bringg 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 gears 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 energgy initiatives in 1982. On
:2: receipts side, the revenue target for 1982 assumes a $55 billion

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 fisca year, and n biions o oflars]

1981 1982
Receipts:
Federal funds 4095 323
Trust funds 12 M8
Interfund transactions —11 —s17
Tota 8036 6584
Faderal funds .31 Q10
Trust funds 226 75
Interfund transactions —4].1 —51.7
Tota 5386 6328
Sorplus or deficit (—):
Foderal funds 36—
Trust funds 186 3

Tolal 15.0 256

ms-mawmmnnwmﬂm1m."mnmmmmnmmm.mm
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TABLE 5.—DEBT SUBJECT TO LIMIT

[By fiscal yoar, and in bifions of dofars)

1981 1982

Budget surpius. —150 —~256
Trust fund and agency investment 218 288
Deficit of off-budget federal entities 120 120

Total to be financed 188 15.2
Increase in debt subject to limit 188 15.2
Debt subject to fimit (beginning of year) 887.4 906.2
Debt suoject to fimit (end of year) 906.2 9214

Source. “Seoond Concurrent Resokiton o the Budget, Fiscal Year 1980, pragored by the Senate Commitise on the Budget, 96th Cong, Ist sess.
e e ™ 28 W Boget.

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
80, 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 Byrp. Thank you, Mrs. Rivlin.

Senator Packwood.

Senator PAckwoop. Mr. McIntyre, may I presume that you have
grepared most of the budgets for the different departments for the

iscal 1981 budget?

Mr. McINTYRE. 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 PAckwoob. To Congress next January?

Mr. McINTYRE. 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 exgenditures shall equal receipts inning
with fiscal year 1981 and the implication of that is that the Con-
gress will end up io 1981 with a balanced budget.

Senator PAckwoob. Do you read that to require you to submit a
balanced budget? _

Mr. McINTYRE. 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 Packwoob. 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. McINTYRE. 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 ible.

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 ﬂarts 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 PAckwoob. 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 PAckwoob. 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 PAckwoob. I suggested some steps in the letter and
asked for your comments on them.

Mr. McInTYRE. I will check and see why your letter has not been
answered and I will see that you get an answer promptly, Senator.

Senator PACKkwooD. 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. McINTYRE. That is consistent with our mid-session estimate
which is late July.

Senator PAckwoop. Continuing down on page 3: “In addition,
revised incomes resulting from {our economic assumptions;”’ defla-
tors versus inflation, what are the assumgtions for fiscal year 1980
and 1981 for inflation and unemployment

Mr. McINTYRE. 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
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rcent in the fourth quarter and a CPI rate of 8.3 rrcent calcu-
F:ted in terms of December 1980 over December of 1979,

Senator PAckwoob. 8.3 percent Consumer Price Index for 1980
and a 6.9 percent unemployment rate at the end of the year.

Mr. McINTYRE. That is correct.

Senator PAckwoop. What do you have for 19817

Mr. McInTYRe. We don't make forecasts that far in advance.

Senator PAckwoop. All right.

That is all the questions I have of Mr. McIntyre, Mr. Chairman. I
have some of Miss Rivlin.

Senator Byrp. 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 compiy 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 anti if)ate you will utilize?

Mr. McINTYRE. 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 BYrRD. You would submit your recommendations, is that-
;vhat t)"?ou would submit—your recommendations to balance the

udge

r. McINTYRE. To the Congress.

Senator Byrp. 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 l]you would seek its repeal or you would seek modification. Is that
still your position?

Mr. McINTYRE. That is still my position. I would suggest to you
that if we cannot achieve the balanced budget in fi 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
regglrements of that statute.

nator Byrp. Now in develogeing your 1981 budget, what per-
centage increase do you deem to aglpropriate?

Mr. McINTYRE. 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 Byrp. 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. McINTYRE. 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 Byrp. 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. McINTYRE. 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 Januarg 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 ByrRp. 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 anir 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. McINTYRE. 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 bu%‘et represented in the gross national
groduct. He has done that. The Federal budget has been reduced

about 1.4 percentage points of GNP from 1976, as I recall, to
1980. That percentage point decrease has changeci somewhat be-
cause of a slower growing economy. It has changed from what we
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roposed in January, but the fact is that the percentage that the

'ederal budget represents or takes from the gross national product
has been reducedp 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 growth.

Senator Byrp. 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 Byrp. 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 Byrp. It has been higher than that, has it not?

Mr. McINTYRE. In 1980, the cumulative.

Senator Byrp. What is it now?

Mr. McINTYRE. The cumulative total?

‘Senator BYrRp. 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. McINTYRE. We currently expect the surplus to be for 1980 to
be $2.0 billion.

Senator ByYrp. 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 BYrp. 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.

Thle 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 Airwag Trust Funds about $800 million,

Senator Byrp. All that adds up to $18 billion.

Mr. McINTYRE. About that, Kes.

Senator Byrp. 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
bo}:'row, they would have to go out and borrow that money else-
where.

Senator ByRrp. That is right.

Now the second part of my question you were going to answer.
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Mr. McINTYRE. I have forgotten the second part, Mr. Chairman.
Refresh my memory.

Senator Byrp. 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. McInTyrE. I have not read that article. .

Senator Byrp. Can you tell this committee or assure this commit-
tee whether the administration will recommend a tax reduction
during 1980?

Mr. McINTYRE. 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 Byrp. Well, I agree with that and I do not favor a tax
reduction at the present time. 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——

.Sﬁnaﬁor Byrp. Just one final question in that respect and I will
yield.
b Do %?u regard a tax reduction as helpful in achieving a balanced
udge
r. McINTYRE. As helpful?

Senator Byrp. 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.

nator Byrp. 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
leyetlg of economic activity and thereby yield additional tax re-
ceipts.

nator Byrp. 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 ore at this time. -



138

~ Senator Byrp. Correct. I was just seeking some assurance that
you probably would not so advocate.

I yield to Senator Packwood.

Senator PAckwoob. 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. RivLiN, Yes.

Senator Packwoon. What is your estimate for the Consumer
Price Index for 1980? -

Ms. RivuiN. For calendar year 1980?

Senator PAckwoob. No, fiscal year 1980.

Ms. RivLIN. We estimate a rise of 9.8 percent.

Senator PAckwoob. 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. RivuiN. In fiscal year 1981.

Senator PAckwoop. 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. RivLIN. 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 Packwoon. 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. RivLIN. 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. RivLIN. Yes. _

Senator Packwoobp. 7.1 percent unemployment with that $15
billion surplus?
~ Ms. RivLiN. That is right.

Senator Packwoob. I have no other questions.

Thank you very much, Mr. Dole.

Senator Byrp. Senator Dole.

_ Senator DoLE. What do you anticipate next year in the way of
revenues from the crude oil tax? .

Mr. McINTYRE. Senator Dole, I would like to get you a more
certain figure on the receipts for the windfall profits tax.

Senator DoLE. You can supply it.

Mr. McINTYRE. Senator Dole, let me get the most recent estimate
of that for you.

Senator DoLE. 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 tﬁ?s month, September
4, for the energy security program show in 1981 windfall tax re-
ceipts of about $9.3 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 comgleted 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 OoF EconoMic AssuMPTIONS UNDERLYING WINDFALL Prorms TAx
Receirrs ESTIMATES

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 ti:orwes grow at a relatively slow rate, the cost of the
programs proposed by the Administration is relatively hifh, while the estimated
receipts from the windfall profits tax would be relatively low. To ensure that the
combined receipts and expenditure effects of the energy security program do not
add significantly to the Federal budget deficit, the Administration chose a set of
enersy 1i;rograms 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 grices 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
an?v 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.

e 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 bugetary policy. ‘



ADMINISTRATION WINDFALL PROFITS TAX ESTIMATES ON GROSS AND NET BASIS

[in millons of ﬁln]

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 19%0 Total
2834 9218 14,336 14413 14,270 14,612 15,123 15,346 15,462 15,788 16116 147,518
2,068 6,220 9,211 8,527 8212 8418 8,628 8627 8,590 8741 8811 86,239
2918 9,731 15,498 16,158 16,674 17,174 19,091 20,130 12,121 22433 23791 185319
2124 6,575 10,044 9,626 9,755 10,342 11,010 11,459 11,911 12,629 13345 108820
3,083 10,457 17,160 18,690 20,215 22,508 25,133 21,541 30,042 33,092 36319 244210
2216 1,071 11,150 11,222 11,939 13218 14,624 15,827 17,115 18,820 20511 143773

* Estonates tened on the oconomic assumptions used in the Mid-Session Review of the
mmwuuumnmmmubmm tax.
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Senator DoLe. In February when the debt limit was before Con-
gress we did not foresee an inflation rate in excess of 13 Jpercent.
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 19817

Mr. McINTYRE. 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 DoLe. Did Congressional budget office agree with that
assessment?

Ms. Rivuin. Apgr:ximately.

Senator DoLE. we have any idea at this point what cuts the
ﬁdminti;tration may be proposing in order to achieve the balanced

udge

r. McINTYRE. 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 DoLE. How much of a windfall will the Government reap
from taxes on inflation in 1979 and 19807 It is 11.6 billion this year
itms assume that inflation rate is 10.3 percent or something like

Mr. McINTYRE. I can tell you that the effect of a 1 percent.age
point increase in the inflation rate befinning in January of 1980
would increase receipts by about $9.6 billion.

Senator Dork. There are some of us who have an interest in
ad&xsti:hxf the system for inflation. Do you object to indexing.

r. McINTYRE. We have some reservations about indexing
the tax system, yes.

Senator DoLE. 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
t& reflect in&atéon. I b:lm ﬂ;flreCois increﬁsin interest in t;xe

ngress in that concept. r ngress has been trying to do,
about unsuccessful, a type of legislative indexing. Is it easy to
Justify taxing inflation?

Mr. McINTYRE. 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

oing to have to come to grips with if it intends to pursue a
anced 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 wonier 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.
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 Byrp. 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. McINTYRE. No, sir.

Senator Byrp. 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. McINTYRE. I didn't say they needed to, Mr. Chairman. I said
basically that the budget for 1980 was in effect a budget that
recgrzlymted no real growth because the inflation rate was
actually——

Senator Byrp. You are indexing the expenditures.

Mr. McINTYRE. No, sir,

Senator Byrp. 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

ual to the rate of inflation and I have argued against that and I
will continue to e against that.

Senator Byrp. But the overall total of your budget does just
about that.

Mr. McINTYRE. 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
frowths are all offset by reductions in other programs so if you

ook at the budget as a total, sure there is real growth in some
a)rograms but there are reductions in other programs and there has

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 ByYRrp. 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.
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I am sorry, sir. .

Senator DoLk. I certainly agree that Congress has been a contrib-
uting fdctor 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-
gﬁst}im 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 DoLE. I have no further questions.

Senator Byrp. 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. Rivuin. 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 Byrp. Yes, that is what I was referring to.

-~ And that is correct, is it not?

Ms. RivLiN. Yes, it is.

Senator BYRrD. 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. RivLin. 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 Byrp. Is that gour opinion?

Mr. McINTYRE. ] woul .

_ Senator Byrp. Now I have a slightly different view in regard to
indexing capital gain. It seems to me that is in a different category

ause 80 much of capital gain is created by inflation. Do you see
a distinction between indexing capital gain as against indexing a
straight income?

Ms. Rivuin. [ 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 Byrp. You do feel it has some merit?

Ms. RivLin. I think there is some merit in it, yes.

Senator Byrp. What is your attitude, Mr. Mclntyre?

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 Byrp. Is the U.S. Government’s financial affairs on a |
sound basis? I ask you, Ms. Rivlin? '

Ms. Rivuin. 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 Byrp. Mr. McIntyre, do you feel that the Federal Gov-
ernment over the years, including now, has been operated in a
sound financial w:g;?

Mr. McINTYRE. 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 Bublic 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 , 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 léy the GAO. I was absolutely aniazed
when I found out that we had a number of systems that had not
been approved %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 Byrp. 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 Treasur&,, show outstanding World War I debts, most of which are not being

repaid, and World War II (lend-lease) and foreign assistance and foreign trade loans,
virtuafly all of which is being repaid on schedtllf:. en
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Indebtedness of Foreign Governments

TABLE 99.—Indebtedness of foreign governments to the United States arising from World War I, Sept. 30, 1978

Interest -
- Accrued Princinal
Agreement :m”d Total Cumulative payments Total Unmatured interest and inter.st
M e Fonco e GRGT R ww
,9‘73 due uapaid
$11,959917  $35,316276  $47,276,193 [ 7 S $47,276,161  ceeeeennncnnn $150,727 547,125,433
26,843,149 11,596,984 38,440,133 862,668 veeerocaanee 37577465 cecememaono. 274,142 37,303,323
423,587,630 421,699,637  845287,265 19,157,630 , $33,033,643 793,095,995  $100,830,000 2,531,063 689,684,932
10,000,000 2,286,752 12,286,752 10,000,000 2,286,752  cveeeeeceecr  cmmcecmcacces  cecceceeess  memeaveasess
185,071,023 211,507,328 396,578,351 19,829,914 304,178 376,444,258 44,745,000 1,699,816  329,999.442
16,958,373 23,799,934 45,758,307 1 1,248,432 44,509,864 4,176,000 174,877 40,158,987
9,000, 12,661,578 21,661,578 29,000,000 212,661,578 ... ceems emmeeemeeacee  ammcecaceeve  mweveseseme-
4,128,326,088  4,801,303,367  8,929,629,455 226,039,588  260,036,3C3  8,443,553,564 945,585,577 40,111,816  7,457.856,171
4,933,701,642  8,818,097,840 13,751,799.481 434,131,642  1,590,672,656 11,726,945,183  1,132,000,000 46,399,890  10.548,545,293
434,319,344 6,573,389 40,893,233 1,784,376 5.960.558  *33,148.299 16,380,468 216,831 16,551,000
2,051,898 3,590,704 8,642,602 1,501,238 3,585,054 556,310 550,660 5650 eeovemomennn
2,044,870444 570,883,606  2,615,734,050 37.464,319 63,365,561 2,514,924,170 625,400,000 6,014,088  1,883.5i0.112
7,094,654 12,742,724 19,837,379 9,200 752,349 19,075,830 1,768,300 76,936 17,230,594
26, 10472 36472 26,000 10,472 o ecacevceees e eeeemeeecens
6,618,395 11,218,536 17,836,931 234,783 1,003,174 16,598,975 1,751,345 65,827 14,781,803
41, 26, 168,576 141,950 26,625 ecceccce  eeseececmceas  meess rememee eamereceeens
*213,506,132 366,136,313 579,642,045 1,287,297 21,359,000 556,996,148 57,694,000 2,188,397 497,113,780
68,359,192 83,442,110 156,801,303 4,498,632 292.3 152,010,295 17,089,000 656,399 134,204,896
192,601,297 584,454,293 777055390 .eeeecncneno #3750,312  768,305278 .ceeciieociis ecmcenena.. 76K,305.278
63,517,714 50,189,102 113,766,815 1,952,713 636,059 111,178,043 18,944,000 632,269 91,601,754
TOt...ovivinrninriarnrarernenennrannnns 12,378,615,344  16,037,537,569 28,416,152,914 767,971,994  2,005,985,082 25,642,195,838  2,966,964,350 101,198,720 22,574,032,768
*Includ lized i *Intercst payments from Dec. 15, 1932, to Junc 15, 1937, werc paid in pengo
*The Federal Republic of Germany has recognized liability for securities falling due  equivalent. .
between Mar. 12, 1938, and May 8, 1945. 7The indebtedness of Ni was led p to the agr of Apr. 14,
2$8,420,090 has been made available for educational ge programs with Finland ~ 1938.
pursuant to 22 U.S.C. 2455(c). * After ded of claim all of $1,813.429.

¢Includes $13,155,921 refunded by the agreement of May 28, 1964, which was ratified

by Coagress Nov. 5, 1966.
*Includes $12,355,468 on agreement of May 28, 1964.

*Excludes payment of $100,000 on June 14, 1940, as a token of good faith.

 Principally proceeds from liquidation of Russian assets in the United States.

40 14043 861
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TABLE 100.—Status of German World War I indebtedness, Sept. 30, 1978

Interest Cumulative Principal and
. Funded through Total payments Toal ~— Unthatured TRTEF LS
indebtedness [ VUV e — 8 principal and unpaid
' Principal Interest
Agreements as of June 23, 1930, and May 26, 1932:
Mixed claims (reichsmark). ........... *1,632,000.000  1,251,540,000  2,883,540,000 81,600,000 5,610,000  2,796,)30,000 142,300,000  2,653,530,000
Army costs (reichsmarks)......... 1,048,100,000 973,143,302 2,021,243,302 50,600,000 856,406 1,969,786,896 ............ 1,969,786,896
Total (reichsmarks) ........,........ - 2680,100000 224,683,302 __ 4,904,783,302 132,200,000 6,466,406 4,766,116,396 142,800,000 *4,623,316,896
e e e e e e e 700,100,800 IST0000 74,02),016,89%
US. dollar equivalent®.............. $1,059,107,666 _ $896,655,088  $1,955762,754  *$31.539.596 452,048,214 $1.922,174 944 357,591,240 $1,864,583,704
w
of Feb. 27, 1953, mixed claims
S, dollars) ...t eaes 97,500,000 ............ 97,500,000 97,500,000

'Agreement of Feb. 27, 1953, provided for cancellation of 24 bonds totaling
429,600,000 reichsmarks and issuance of 26 dollar bonds totaling $97,500,000. The dollar
bonds mature serially over 25 years beginning Apr. 1, 1953. All unmatured bonds are of
$4 million denomination.

*Includes 4,027,612 reichsmarks (1,529,049 on moratorium agreement (Army costs)
and 2,498,563 i on funded agra ) deposited by German Government in the
Konversionskasse fur Deutsche Auslandsschulden and not paid to the United States in
dollars as required by the debt and moratorium agreement.

*The unpaid portion of this indebtedness is converted at 40.33 cents to the reichsmark,
which was the exchange rate at the time of default. The 1930 agr provided for a
conversion formula for payments relating to the time of payment. These figures are
estimates made solely for this statistical report.

*Payments converted to U.S. dollars at rate applicable at the time of payment; i.c.,
40.33 or 23.82 cents to the reichsmark.
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TABLE 101.—OQurtstanding long-term principal i i ?
on ipal indebtedness of foreign countries on U.S. Gove: i i i
arising from World War I) as of Sept. 30, 1978, by country and ”::;:rz’:;:g:s 1 (exclusive of indebtedness
[in millions of dollars and dollar equivalents)

Under Agn
Under rUnder Deveiop ”.:;"':"‘l Trade Act  Lend-lease, Commodity
Country ‘,':;?,‘;“ﬂ i Loans of foreign Long pﬂz c«%‘o‘&‘f a‘L‘?f.’-- Towl*
" 2 'y on
Bank Act (od .l;l:wd) currencics term and other export
To foreign To private dollar war credits
governments enterprises’ YoYU accounts*

.......... 19.3 v
364
83 ye - 76
.......... 150 ..ol DI oo
® 21.
221.9
(A%
- 2;; 10 comenee... 12.0
; X 356
i : . e e 2194
-2 50 .. 0
3 : L0
,, s - . 164.5
D 3270 18 _z,:;g
D - 84.1 149.3 1,097
__D . & ammecceeaae 74.0
- - oL O
< 140.6 _- 32308
. 4.7 1056 eooeeee-. 7113
., r k
e 6.6 - b 415
= . - 0.6
=7 srme  moioisive  ecoccenes 416
—_— ;:r ‘ 662.5 2930  coecoee... - 7,291.0
b rer mvmemeeee eecemeecees 49
m 17.2 - 857.i
- - 108.2
= Union of Soviet Socislist Republics ............ 4429 ..______._ __....ToTTh TTTTTTTTTT o eenmeeees L1169
m (1 S 20881
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Central African Empire .....
Congo. People’s Republic of
Etivopis .......................
Gabon ...

83
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TABLE 101.—Outstanglghg long-term &n‘ncipal indebtedness of foreign countries on U.S. Government credits (exclusive of indebtedness
arising from World War I) as of Sept. 30, 1978, by country and major program*—Continued
[In millions of dollars and dollar equivalents)

Under Agricultural Trade
lop and Ass Act

Under Under D Lend-lease, Comm.odity
foreign surpius Credit Other
Loans of foreign Long- property,  Corporation  credits®* Total® .
cur m and other export
To foreign To private . war credits
governments  enterprises eredits accounts®
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TABLE 101.—Ouustanding long-term princ

ipal indebtedness of foreign countries on U.S. Government credits (exclusive of indebtedness

arising from W War I) as of Sept. 30, 1978, by country and major program*—Continued
[In millions of dollars and dollar equivalents]
Under Agricultural Trade ;
Under ! gric . Lend-lease, Commodity
v, forcig Develop e and A Lo:“ surplus * _ Crodit Other
Country assistance Loans of foreign g- property, rporation  credits® o
l:l:kw:u (and related) cur term and other export
%8 Toforcign To prvate  Jontr WAt | credits
governments enterprises
10.0 casmasamas  ssssvesses  sesmsacsese 10.0
20.7 a——— . eae ——- - 20.7
81 .-eeceeeiee  sesiensmes  essomssaces 68 oo eencececons 10.8
4,766.8 45.7 6 397.3 10 2169 1.6 233.9
-- O, 38.1 38.1
A eeieaeocas  aemmcasas  saoemasaoc  ssasesasoo  oocaciesse  sososozese: 4
A eiiiei  eoiccice  iacioicee  eeesssessr seseesees iy 38.1 38.5
Worldwide 10tal ........coimemuuenacaararnnees 11,436.5 20,4029 1,094.1 62.0 5.872.9 1,335.8 1.915.6 29131 45.032.8

® Less than $50,000.

* Inciudes 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 currencics, goods, of
services. The total amount of such estimates approximates $2,466.4 million as of Sept. 30,
1978. Loag-term loans and credits have an original maturity of more than 1 year.

*Includes $187,500 due on a settlement which is not in the “status of accounts
under lend-lease and surplus property ts” in table 102. Data excludes—
indebtedness shown in table 102 consisting of $20.8 million net uncoliected short-term

*Reflects debt reorganization adjustment pursuant 10 a debt reorganization sgreement
with Indonesia. Over the entire term this adjustment will be zero.

*Reflects agreement concerning settiement of U.S. claims in coanection with the
withdrawal of U.S. military personnel, supplics, and equipment from Freach termtory
following decisions of the French Government in 1966 (Frecloc, 26 UST 1909; JTIAS
8146). This indebtedness of June 12, 1973, 1s not included in the tables of the NAC
Ananual Report which are prepared by the Department of Commerce.

* Exclud ding i deferred by formal agreement or in arrears, but

Tud, ‘ool v §

“cash™ recavables, $57.3 million deferred interest, and $33.5 million of i as
of Sept. 30, 1978. ) ’
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TABLE 102.—Status of accounts under lend-lease and surplus property agreements (World War II),

Sept. 30, 1978
. Status of amounts
Credits outstandmg
Settlement >
Country, etc blioation Collections Total Amounts Due over
e and rmem;t Forcign Other outstanding past nrpenod,
billed (net currency (in credits of years
US. doltars /'S dzﬂir due® by agrecment
equivalent)
$44,061,711 $34,535,925 $8,662,269 $863,517 ceceecicecens  ceccccacacnes
10,591,497 3,054,425 6,980,265 556,807 -..-. ann
117,118,010 43,580,775 12,196,413 61,340,822
6,708,049 1,005,395 5,560,577 142077  cecvevrrececr  cmmcevencmess  somemmcamasas
388,765,008 388,765,008 aeeeiiiiiiais ecencmccaces i 5 . eeee 563 &8.51'9
173,753,459 ,008,,
196,344,669 16,062,109 1,591,796 8,521,171 { s 3s8aa36] 5108744941 { 384436
11,530,883 596,731 1,062,961 1,990,966 7.880,225 7,880,225 cceeecnaonee.
5,240,273 4,266,935 931,000 42,338 P
4,558,958 3,899,523 23,621 635,814 ciemiciain eieeccccceea seeees
25,169,113 22,200,172 2,271,136 697,805
1,302,916,477  1,140,841,988 51,445,798 51,402,738 59,225,953 59,225,953
224,740,874 , 4,177,286 218,755,385  eeeceneee... 1,808,242 1,808,242
72,203,796 41,703,907 29,344,893 1,156,763 1,767
8,351 .7 1. 3 S,
21,710,868 .c.oaoeoooo. 19,892,866 1,818,002
4,855,981 4,496,553 359,428 ——-
198,051,154 184,777,327 8,686,867 4,541,835 45,125
85,083,234 47,905,590 1,765,000 904,647 432,507,997
49,508,319 3,782,002 9,635,795  —eaveccanaan. 36,090,522
54 58 eeeeeecie enaes P, - -
268,135,731 166,324,766 98,269,394 3,541,5M cemmmmmanaane
13,728410 ..ceeneee.... 12,971,483 756,927  cenceiccmcrer  cunsmveccecas  esassscsmenas
39935191 .cccnncnean 20,524,308 4,107,955 15,302,928 .cecanene.n. 15,302,928
19,902,594 4,717,937 e 461,974 14,722,682 .coceo....... 14,722,682
1,656,638 _............ 521,819 1,134,819 aame
120 120 cocecceenenen ceeececsessnes  semase
50,377,090 11,142,267 39,234,823 .cceieecevaer eeescececcere  seccesesemee-
176,795,845 103,219,747 45,192,686 28,383,412 cene
4,935,288 2,176,363 2,114,004 644921 aecnieiieian ameen eeen
21,277,848 11,262,135 8,435,075 1,580,638
40,308,976 40,308,970  ceeeececacier aeececcicice  acecmescsccss  accssememsnss  scasesassssmn
5.000,000 .-coceeeee-.. 2,005,855 2,988,159 5986 ceeeccceanoo 5.986
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TABLE 102.—Status of accounts under lend-lease and surplus property agreemerts (World War II), Sept. 30, 1978—Continued

Credi Status of amounts
Scttlement - . :
Ut n
Country, etc. - bligati Collections Total Amounts Duc gver
’ and interest Foreign Other outstanding past a period
billed (net) US. dollars  Surrency (in credits due* of years
) U.S. dollar by agreement
equivalent)

351,104,064 340,718,320 $10,385,744 ..
21,427,120 21,427,120
1,415,511 1371932 ceaacaaaaa..

............. 543,519 543579 ceneeeccanenn
2,115,456 240,690 1,824,633 $50,113 Prr.
7,064,989 2,235,736 4178322+ 630931
14,474,333 11,082,482 2,110,714 1,281,137
117774298 116,608,623 242,488 923,187 ... ;
1,221,890,381 581,547,333 40,792,980 154,635,336 444,914,732
978.689.250 246789250  eeeeeoronnnr. 57.900,000 674,000,000
709.570 63377 16,300 623,065 6,328
136,685,117 114,365,405 11,921,130 3,154,183 7,244,399
2,023,387 2,023,387 ... .
243,114,726 243,092,796 21,930 amnn .- .-
187,630 649 186,981
1,472,017 1,136,573 335,504 . .- - cnas
1226762 1226362  ocossconiiee  aeroeenescee  oeecesees  soenooieeiee  oooooiseesses

6,218,595,681  3,674,742,802 682,452,223 397434230  1,463,966,454 153,298,791  1,310,667,664

* Principal and interest past duc a3 of Sept. 30, 1978, and items subject to negotiation. * Includes $103,543,802 principal and interest postponed pursuant to agreement.
*Credit. Represents amounts collected under ad pay agr not applied *Rep which is postponed by agr pending scttiement of certain
o outstanding indebtedness. . claims.
*Reduced due to scttlement of a third party claim.
“Agreement dated Mar. 16, 1971, provides for payment of principal and interest on
deferred prncipal semi ally on June 11 and Dec. 11 of each year beginning June 11,
1971, and interest on principal beginning June 11, 1985, respectively.
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Mr. McINTYRE. I am talking about a different thing now than the
fo;oi‘ign debts. I am talking about debts, loans that the Government
makes.

Senator Byrp. 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 Byrp. You have $60 billion elsewhere.

Mr. McINTYRE. One thing at a time.

Senator Byrp. 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 t]gnnks' 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
b et—ﬁutting 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 Byrb. 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-
1zed operations as noted in the trust fund.

Ms. RivuN. 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 Byrp. Right. I think that you were in government when
that system was changed.

Ms. RivLIN. Yes.

Senator Byrp. 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. McINTYRE. 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 Byrp. 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:]

ReviEw AND OUTLOOK—BUDGET SHAM

With the autumn air comes the second congressional budget resolution for fiscal
year 1980. But ju%h;g from the advance notices, fresh air hasn’t penetrated the
same old stale stuff. Faced with rising inflation rates, a declining defense posture,
rising marginal tax rates and declining economic growth, the budget committees
seem primarily occupied with dngmg the impression that there's more defense
spending than is really there and 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-

t‘ut;g ?:5“33 ense expenditures or cutting tax rates to lessen supply-side disincentives
uction.

Sbj ing to the task force’s disregard for the factual record, Mrs. Holt cot:xvgares
1969 spending levels with the latest OMB estimates for 1979 and comes u th a
10-year wth in the national defense spending of 44 percent com to 359
percent for community and regional development, 335 gereent for education, train-
ing, employn.lte;xt 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

it represents no additional real commitment to defense. All the committee is
mg is 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 bu&et.
Furthermore, says Senator Hatch, there’s no 3 percent annual real growth to meet
the NATO pledge in the 5-year projection awompanying the committee’s budget
resolution. The committee’s projection shows only a 2. rcent real growth in
defense outlays by the end of the entire 5-year period, and budget authority in the
defense functon actually declines 2.3 percent in real terms. As a percentage of GNP
the Senate Budget Committee’s projection has national defense declining from 5.1
percent in 1980 to 4.3 percent in 1984.

Meanwhile Senator Schweiker (R., Pa.), who intends to offer an amendment
prohibiting any real spen growth in the overall 1980 budget, has found a variety
of views as to which Inflation 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 higx:r inflation rate in order to mask real spending increases.

Looking over the budget numbers we see that the Senate Budget Committee has
jum 1980 smending more than $10 billion above the figure in the first budget
resolution four months aqo Projected spending in the out-years has jumped even
m m%i:%lly, with 1984 outlays $31 billion greater in the second resolution

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-
Cotareen s coaniing the sserding mackine bock b with ita progracs stil tact,

8 .
At some point the deceit is‘;:)ing to catch up with thg budget cgmwees.

Ms. Rivun. I think it is likely to come to pass whether it is an
amendment or not.

Senator Byrp. You think it is likely to come to pass?

Ms. RivLiN. Yes.

Senator Byrp. I don’t think I have asked you this question. What
do ﬁ':u estimate the inflation rate to be in the first part of 1980?

. RivLIN. 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 Byrp. 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. McINTYRE. 10.5.

Senator Byrp. 10.5 percent which is another historic high. How
do the two of you see interest rates looking ahead, say, 6 months?

Mr. McINTYRE. 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 Byrp. You use 9 percent?

Mr. McINTYRE. We have not made that judgment what we will
be doing in 1981. We won’t make that judgment until late in

mber.
f»:?nator Byrp. And the 1980 budget then was based on what
ra )
Mr. McINTYRE. The midsession review of the budget for 1980
assumes interest rates for the 91-day Treasury bills of about 9
Ygggent in calendar year 1979 and 8.2 percent in calendar year

Senator ByYrp. So you I take it then you look for interest rates to
come down some in the first 9 months of 1980.
Mr. McINTYRE. Our overall thought is that if inflation begins to
3bate, 8gnoen we would think that interest rates would be coming
own .
Senator Byrp. Is that your feeling too, Mrs. Rivlin?
Ms. RivLiN. 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 BYrp. 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. RivuiN. Thank you, Mr. Chairman.

Mr. McINTYRE. I thank the Chair.

Senator Byrp. The subcommittee will stand agourned.

[Whereupon, at 4:25 p.m., the subcommittee adjourned.]
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