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PUBLIC DEBT LIMIT

TUESDAY, DECEMBER 2, 1980

U.S. SENATE,
COMMITTEE ON FINANCE,
SuBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT,
Washington, D.C.

The subcommittee met, pursuant to call, at 10 a.m., in room
2221',dpirksen Senate Office Building, Hon. Harry F. Byrd, Jr.,
presiding. .

Present: Senator Harry F. Byrd, Jr.

[The press release announcing this hearing and public debt limit
status follow:] :

[Press Release No. H-64, Nov. 26, 1980)

FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT SETSs HEARING ON
PusLic DEBT

Senator Harry F. Byrd, Jr. (I-Va.), Chairman of the Subcommittee on Taxation
and Debt Management, announced today that a hearing on extension of the tem
rary limit on the public debt has been scheduled. The Honorable G. William Miller,
Secretary of the ury, will testify on the public debt at 10:00 a.m., Tuesday,
December 2, in Room 2221 of the Dirksen Senate Office Building. .

Written Testimony.—The Subcommittee would be pleased to receive written testi-
mony from those persons or organizations who wish to submit statements for the
record. Statements submitted for inclusion in the record should be typewritten, not
more than 25 doubledspaced pages in length and mailed with five (5) copies by
December 19, 1980, to Michael Stern, Staff Director, Committee on Finance, Room
22217, Dirksen Senate Office Building, Washington, D.C. 20510.

PUBLIC- DEBT LIMIT STATUS

Present law . -

The combined permanent and temporary debt limit is $925.0 billion through
February 28, 1981.

After that date, the temporary limit expires and only the permanent limit of $400
billion will be in effect.

Present status

Current projections of the debt limit by Treasury, assuming a $15 billion cash
balance is maintained, show the following end of month debt levels:

Public debt

Date:
November 30, 1980
December 31, 1980.......
January 31, 1981..........
February 28, 1981 coooovoorrerrrrerorroen "
MATCh 81, 1981 ..ccrrmeomeoeeoveersessesmsseesssessssessreesssssseseeeessssssseeeeeesssmeeeerreeereesson

These estimates are consistent with the outlay and revenue figures in the second
budget resolution.
e present limit can suffice throuih December and January but for each month
the cash balance would be reduced by the amount necessary to stay within the
current debt limit, i.e., $3 billion in those two months.

0)) -




2

At the end of February, however, such adjustment would not be possible, because

reducing the assumed, ?15 billion cash balance to zero would leave the estimated

gekl)t outstanding above $925 billion, i.e., $343 billion minus $15 billion equals $928
illion.

Legislative alternatives i

If the Committee decides to increase the public debt limit, it may act on one of
two joint resolutions which the House has sent to the Senate. Under the new House
procedure, when the budget resolution is agreed to, it is deemed that the House has

a joint resolution that contains the amount specified in the budget resolu-
tion. These resolutions are sent to the Senate after a budget resolution conference
agreement has been adopted in both the Senate and House. . )

Under this procedure, the House has sent to the Senate 2 joint resolutions to
increase the public debt limit through September 30, 1981:

(1) H. Res. 570 provides for a limit of $935.1 billion. This is based on the budget
totals in the first budget resolution. . )

(2) H. Res. 636 provides for a limit of $978.6 billion. This is based on the budget
totals in the second budget resolution.

If the Senate adopts one of these resolutions, it then is transmitted to the
President with no further action by the House. If the Senate amends one of the
resolutions, e.g., by changing the amount of the period to which it applies, the
House would have to act again on the resolution.

Senator Byrp. The committee will come to order.

The Secretary of the Treasury in a letter to me dated November
21, 1980, asserted that the public debt of $925 billion which expires
on February 28, 1981, will not be adequate to meet the Treasury’s
needs in February.

At the end of my opening statement, I shall ask that Secretary
Miller’s letter be inserted at that point.

It was 9 months ago that the figure was deemed sufficient, at
least until February 28, 1981. Now Secretary Miller says the debt
limit should be raised to $949 billion, an increase of $24 billion.
That is only a part of the Government’s dismal fiscal story.

The second concurrent budget resolution, which Congress has
recently enacted, sets the statutory debt ceiling through fiscal year
1981 at $978.6 billion. This is $78.6 billion more than the estimates
ferr _tlhia6 statutory debt ceiling presented to the subcommittee on

pril 16. _ )

The need to revise the statutorir débt ceiling demonstrates the
failure of Congress and the Federal Government over the past year
to get Federal spending under control. Since the original budget
submitted in January of this year, spending for fiscal year 1981 has
been revised upward a total of nine times, counting estimates of
the current administration and the three budget resolutions.

The final figures show a spending increase in fiscal year 1980 of
$85.3 billion, the largest single spending increase in our Nation’s
history. This spending produced a budget deficit of $59 billion, the
second highest in history.

And for the current year, fiscal year 1981, the Congress now has
projected a further spending increase of $53.4 billion and a new
deficit of $27.4 billion, with no allowance for tax reduction.

. Federal spending is totally out of control. The failure of both the

Congress and the President to get spending under control is clearly
being felt throughout the Nation. Inflation is at double-digit levels.
Massive Federal debt has been financed with printing press money,
thus stimulating inflation. Interest rates are approaching the 20-
percent record high.

Today’s hearings on the proposed change in the debt limit dram-
atizes the failure of both the Carter administration and Congress
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in getting Federal spending under control. It does not speak well of
earlier projections by the Department of the Treasury. _
At this point I wil] insert into the record Secretary Miller’s letter
to me dated November 21. And following that, Mr. Secretary, you
may proceed as ryou wish.
[Information follows:]

THE SECRETARY OF THE TREASURY,
Washington, D.C., November 21, 1980.

Hon. HARRY F. Byrbp, Jr.,
Chairman, Subcommittee on Taxation and Debt Management of the Senate Finance
Committee, Washington, D.C.

DeaR MR. CHAIRMAN: The public debt limit of $925 billion, which expires on
February 28, 1981, will not be adequate to meet the Treasury’s estimated needs in
February. Also to stay within the debt limit in December and January we will need
to reduce our cash balances below optimum levels and postpone borrowings until
Congress acts on new debt limit legislation. Such as)oetponements of borrowings could
be very costly, since our cash balances are generally invested at interest rates equal
to or higher than the rates paid on our borrowings and since postponed borrowings
will result in later congestion in financial markets and possible higher financing
costs to the government. Moreover, in view of the current highly volatile conditions
in financial markets, we should make every effort to conduct the Government's
financing activities in an orderly manner and with minimum market impact.

Our current estimates of the debt subject to limit, with our usual assumption of a
constant $15 billion cash balance, are as follows:

Public debt

Date: Billions
November 30, 1980...
December 31, 1980
January 31, 1981....
February 28, 1981.........occcreinmeniininirnnnisesersaenesseresissesssssseessessssnsassasansiessses

If our current budget estimates prove optimistic, for example, because of lower
than expected economic growth and thus lower tax receipts, the 97th Congress is
unlikely to be in a position to act in time in January to increase the debt limit and
avoid a default on obligations of the United States.

Bﬁt{:‘e of delayed Congressional action on debt limit legislation in recent years
the ury has been forced to resort to undesirable and costly measures to avoid
exceeding the debt limit, including suspension of savings bonds sales and disinvest-
ment of Treasury securities held by the Exchange Stabilization Fund. As you know,
the savings bonds program is just now beginning to recover from unprecedented
losses in 1979-80, which resulted from the artificially low statutory ceiling on
savings bond interest rates. We should be particularly careful at this time not to
disrupt this program further by delayed action on debt limit legislation. As to the
Exchange Stabilization Fund, disinvestment of the Fund, which is undesirable in
itself, would clearly not provide sufficient debt reduction to deal with the debt limit
problem in February.

Accordingly, I urge you to seek Senate Jmssage of legislation to increase the debt
limit during the current session. The Budget Resolution approved by the Conﬁress
on November 20 contains a recommended debt limit increase to $978.6 billion
through September 30, 1981. Senate approval of this measure, in the required from
of a separate debt limit bill, would helll{; assure orderly Treasury borrowing activities
over the next few months and would avoid the need for emergency action by
Congress on debt limit legislation early next year.

In view of the current rapid growth in Federal debt and the difficulties in
estimating debt levels, I would also suggest that future debt limit legislation provide
larger allowances for contingencies. you know, our debt limit requests to your
Subcommittee have for many years included a standard allowance for contingencies
of only $3 billion (the recent Penn Central settlement, alone, was $2.1 billion), so
our current estimate of a $943 billion debt subject to limit on February 28, 1981,
would normally be presented to your Subcommittee as a debt limit request of $946
billion. I believe the contingency allowance should be at least $6 billion under
current circumstances, so a reasonable estimate of our February debt limit need
would be $949 billion. - :
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Please let me know if I can be of any assistance in helping to secure prompt
enactment of a debt limit bill.
Sincerely,
. G. WiLLiAM MILLER.
Senator Byrp. We are delighted to have you before the commit-
tee today. We are always glad to have you, Mr. Secretary, and you

proceed in any way you think best.

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

Secretary MILLER. I request that my statement be inserted in the
record. I will make a few remarks that will cover the subject
matter of my statement and elaborate a little on the points that I
think would be most pertinent.

Senator Byrp. That would be fine. .

[The complete statement follows:]

STATEMENT OF THE HONORABLE 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 legislation, before Congress adjourns, to increase the public debt
imit.

The present temporary debt limit of $925 billion will expire on February 28, 1981,

and the debt limit will then revert to the permanent ceiling of $400 billion. Enact-
ment of debt limit legislation prior to February 28 will thus be necessary to permit
the Treasury to borrow to refund maturing securities and to pay the Government's
other legal obligations.

Moreover, based on our present estimates, the existing limit of $925 billion will

clearly not be enough to meet the Treasury’s financing needs in February.

Our current estimates of the debt subject to limit, with our usual assumption of a

constant $15 billion cash balance, but without any provision for contingencies, are
as follows: “Billions

December 31, 1980...
January 31, 1981 ....
February 28, 1981...........coiviimirennenrsnioesnnesesnstosesssserssssensisssssssssssnstiesssssssssasses 943

_ Based on these estimates, the present $925 billion limit would need to be in-

creased by $18 billion, to $943 billion through February. Also, to stay within the
present debt limit in December and January the Treasury will need to reduce its
cash balances below optimum levels and postpone borrowings until Congress acts on
new debt limit legislation. Such postponenments of borrowings could be very costly,
since our cash balances are generally invested at interest rites equal to or higher
than the rates paid on our borrowings and since {:ostponed borrowings will result in
later congestion in financial markets and possibly higlher financing costs to the
government. In view of the current highly volatile conditions in financial markets,
we should make every effort to avoid adding to market uncertainties and to conduct
the Government's financing activities in an orderly manner and with minimum
market impact. )

In addition, the Treasury, and the market, will need to begin planning in the
middle of January for the Treasury’s scheduled announcement on January 28 of the
new Administration’s first major quarterly refunding operation. The note and bond
issues announced on January 28 would normall!\" be auctioned in the first week of
February so the securities may be issued by the refunding date of February 15.
Consequently, even if the Treasury manages to stay with the present debt limit in
. January, the debt limit must be increased in January to permit the Treasury to

conduct an efficient refunding operation at the lowest possible cost to the taxpayer.

The present $925 billion limit through Februalxv 28, 1981, was enacted b n-

on June 28, 1980, based on estimates provided by the Congressional Budget

ice which were consistent with the First Budget Resolution for fiscal year 1981
adopted by Co on June 12, 1980. That resolution contained a recommended
debt limit of $935.1 billion through September 30, 1981, However, the Second Budget
Resolution, adopted by Congress on November 20, 1980, contained a recommended
debt limit through September 30, 1981, of $978.6 billion, an increase of $48.5 billion
from the debt estimate in the First Budget Resolution. While we have serious
doubts as to whether the $378.6 billion limit will be adequate to accommodate
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g:oposed tax cuts, spending increases, and changes in economic conditions through
September, we believe that our estimated $18 billion increase in the debt subject to
limit for the first five months of the fiscal year is reasonably consistent with the
$43.6 billion increase recommended by Congress in the Budget Resolution for the
entire fiscal year. .

In view of the current rarid growth in Federal debt and the difficulties in
estimating debt levels, I would suggest that future debt limit le%.slatnon provide
larger allowances for contingencies. As you know, the Treasury’'s debt limit requests
to your Subcommittee have for many years included a standard allowance for
contingencies of only $3 billion, so our current estimate of a $943 billion debt
subject to limit on February 28, 1981, would normally be presented to your subcom-
mittee as a debt limit request of $946 billion. Yet, for example, the recent court
settlement of the Penn Central pa{ment, which was not anticipated in the fiscal

ear 1981 budget, was $2.1 billion. I believe the contingency allowance should be at
east $6 billion under current circumstances, so a reasonable estimate of our Febru-
, arw}i‘ebt limit need would be $949 billion. _
ile the President’s revised budget and debt limit recommendations for the
fiscal year 1981 will not be available until January, it is recommended that the
Senate to House Joint Resolution 636, which passed the House on November
21, 1980. This Resolution provides for an increase in the debt limit to $378.6 billion
through September 30, 1981. Senate approval of this measure will avoid the need for
further Congressional action during this session of Congress and will avoid the need
for emergency action by Congress on debt limit legislation early nexgear.

A principal objective of this Administration is to help assure an orderly transition
in January as the new Administration takes office. An essential part of that orderly
transition is to assure that the finances of the government are in order as the new
Administration assumes its responsibilities. It would be inappropriate, in my view,
to expect the incoming Administration to appear before Congress in late January or
early February to request emergency debt limit legislation based on the budget
estimates submitted in Januaryfl:y the outgoing Administration. The new Adminis-
tration should be permitted sufficient time to prelf:re its own budget and debt
recommendations and to appear before congress on that basis. .

Also, if our current debt estimates through February turn out to be too low, for
example, because of lower than expected economic growth and thus lower tax
receipts, the new Congress might be required to act in January on emergency debt
limit legislation to avoid a default on obligations of the United States.

" In é&e circumstances, I urge your subcommittee’s support for House Joint Resolu-
ion 636.

Secretary MiLLER. You have stated the &lrpose of this hearing.
In June, I think it was on June 28, the Congress passed the last
debt limit legislation, which established a debt limit of $925 billion
through February 28, 1981. Just to refresh your memory, that
figure came as a result of the first budget resolution that had been
a ogbed by Congress, showin(f a recommended debt ceiling limit of
$935 billion through the end of fiscal year 1981. That is through
September 30, 1981.

t that time, the administration had not made a new estimate of
revenues or expenditures for 1981. That task was not completed by
the administration until July. Based on the Congressional Budget
Office estimates and the congressional action on the first budget
resolution in June, the $935 billion figure for the fiscal year
seemed appropriate. -

Just 2 weeks ago Congress adopted tf\e second budget resolution,
and that shows that the debt limit should be established at $978.6
billion for the period running through September 30, 1981. That is
an increase of $43.5 billion from the June estimate. Our previous
estimates bave been based on the earlier June action, and indicat-
ed that tarough February 28, that the $925 billion limit would be
satisfactory.

- I would like to take a moment and indicate to you our current
estimate of the debt limit requirements through February. The
debt outstanding at the end of November, which was just last

70-594 0 - 81 - 2



6

Saturday, stood at $915 billion, with a cash balance of $7 billion.
Normally, Treasury intends and endeavors to maintain a cash.
balance of $15 billion, so that if the cash balance had been at the
normal level of $15 billion, then the outstanding debt at the end of
November would have been $923 billion.

Already, at the end of November, we are showing a potential
debt requirement virtually up against the ceiling that ap]plies
through February. Our current estimate is that the debt limit
through February would need to be $943 billion. That is, $18 billion
more than the debt limit that now éxists.

Let me dissect the $18 billion for just a moment, so that we can
see together why there has been a change. In the first place, the
$943 billion assumes the $15 billion cash balance. Our previous
estimates for February had assumed a $9 billion cash balance. So
just on cash held by the Government there is a $6 billion differ-
ence, which means in terms of actual changes in the fiscal posture
there is only $12 billion that neéds to be identified.

On that $12 billion, I would like to outline some of the major
items of change. In the first place, because of higher interest rates
from October 1 through February 28, we now estimate that interest
on the public debt would be $3 billion higher than had been esti-
mated last June.

Senator Byrp. What would that make the total figure for fiscal
year 1981, then?

Secretary MILLER. We now estimate interest on the debt at $80.4
billiorllgg%' fiscal year 1981. That is a $5.5 billion increase over fiscal
year .

Senator BYrp. You mentioned $3 billion. Is that in addition to
the $80 billion?

Secretary MiLLER. The $3 billion is included in the $80.4 billion.
But it is an increase over what we expected last June.

4 g:;nator ByYRD. Increase of $3 billion in interest charges on the
ebt’

Secretary MILLER. Yes, because of interest rates now being
higher than we expected.

ond, the defense expenditures appear to be running at $2.8
billion higher from October 1, 1980, through February 28, 1981,
than we had estimated last June. So defense Sﬁi?‘l ing for that 5-
month period would be $2.8 billion higher than we estimated.

Third, the Justice Department has recently negotiated a settle-
ment in the Penn Central matter. That is the settlement of the
Government taking of the Penn Central properties and transfer-
ring them to Conrail, a very comflicated litigation that has been
settled for a total cost of $2.1 billion. That is made up of $1.460
billion of settlement plus the accrued interest since the time of the
taking, which would make the total $2.1 billion. The court will
meet in January to consider the settlement. We assume, since so
far no objections have been filed, that the court will approve it. If
8o, in the middle of February the Government would need to pay
the $2.1 billion. So that is an increase.

The Housing and Urban Development Department has estimated
sgending increases of $1.2 billion higher for this 5-month period
than we estimated last June. Independent agencies have also esti-
mated spending of $1.2 billion higher. .
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There are a.whole series of increases in energy assistance pay-
ments, Agriculture, Department of Energy, Postal Service, Educa-
fliolrll’ which are smaller amounts, but aggregate several billion

ollars.

Running the other way, it appears we will have higher income of
about $1.9 billion from the sale of offshore oil leases than we
estimated. So that will be higher revenue. We also expect unem-
ployment benefits, because of the lower rates of unemployment to
be $1.4 billion less than we had estimated. That would save us
money.

That nets out to about $11 billion out of the $12 billion. The
additional $1 billion is miscellaneous. That is a capsule look at why
we need to increase the debt limit in February.

For the fiscal year 1981, as distinguished from the interim
period] it now appears that, based on the Congressional Budget
Resolution No. 2, that the debt subject to limit will be increased for
fiscal year 1981 over fiscal year 1980 by $70 billion. And I would
like to just give you three or four figures that make that out.

In the first place, the congressional resolution has established a
unified budget deficit of $27.4 billion. To that must be added $13
billion, which represents surplus in trust funds which were added
because the trust fund investments in Government securities must
be counted against the debt limit. And that brings the total
amount up to $40.4 billion or the deficit in Federal funds.

Senator Byrp. That’s the key, the deficit in Federal funds.

Secretary MiLLER. That is the key. And to that we must add the
off-budget borrowing. And that is estimated to be $22 billion for the
year. )

Senator Byrp. What was it in 1980?

Secretary MILLER. It was $14 billion.

Senator ByRp. It has gone up 50 percent in the 1 year.:

Secretary MILLER. That’s correct.

Senator Byrp. The off-budget has gone up 50 percent in 1 year?

Secretary MILLER. Yes. And this is based on the budget resolu-
tion that has been adopted. That means that the total to be fi-
nanced would be $62.4 billion.

But because of many other adjustments that we make in our
cash balances against what they were at the end of the last year
and so forth, our estimate is the actual requirement would be $70
billion rather than the $62.4 billion. So that’s how we built it up.

Now, just to refresh your memory, in fiscal year 1980 the change
in the debt subject to limit was $81 billion, and we are estimating
about $70 billion in fiscal year 1981, based on the congressional
budget resolution that has just been passed.

Senator BYrp. May I ask you one of these figures—so this would
g'ive, under your projections it would give a budget deficit of $70

illion in fiscal 1981. What was it comparable for fiscal 19807

Secretary MiLLER. In 1980, the change in debt was $81 billion.
And we estimate, based on these numbers, that ‘fiscal year 1981
would be $70 billion.

Senator Byrp. To put it another way, the Federal funds deficit,
the operatin%edeﬁcit of the Federal Government for operating pur-
poses would be $150 billion deficit over the 2-year period.
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Secretary MILLER. That's correct. That is an operating deficit.
The unified budget was a deficit of $569 billion in fiscal year 1980.

Senator Byrp. That takes into account the surplus from the trust
funds, and those trust funds can be used only for specific purposes,
not for general operation of Government.

Secretary MiLLER. That's correct.

Mr. Chairman, I have a couple of points I would like to just call
to your attention. One is that we do not now want to give you the
impression that the figures we are talking about today are reliable
in terms of the actual results that may be expected for fiscal year
1981. There are several reasons for that.

One is that this is based on the congressional budget resolution
just adopted, and that budget resolution contemplates some spend-
ing savings which have not been identified. And if those are not
achieved, then there will be a higher budget deficit and there will
be needs for further financing.

Second, we are in a transition. A new admin’stration is coming
into office on January 20, and have indicated that they will be
making proposals to the Congress in the fields of spending and
taxing that could substantially change these numbers.

I think we should leave here today knowing that, while we may
deal with the issue as best we can on the basis of the knowledge we
now have, that we can expect substantial changes. Which direction,
how they net out, I don’t think we can estimate now .

My own personal opinion is that it may turn out that the figures
I have just described are low, and if there is a tax cut enacted next
year without commensurate immediate reductions in spending,
that one can expect a higher deficit, a larger requirement for
Federal financing, and a need to increase the budget and the
ceiling on public debt to a higher level than we are talking about
now.

'T think we should just be aware of that. I don’t think we can
prejudge it. But we should not be surprised that next spring the
subject may be back before your committee. :

Senator Byrp. Would it be accurate to summarize your view in
this way, that the Government’s financial picture is even more
dismal than it appears on the surface? ‘

Secretary MiLLER. I am disappointed to see that we have not
made more progress in reducing Federal spending. As you know,
we worked very hard this year with the Congress and undertook a
series of objectives in trying to reduce spending. Not all of those
have been achieved. '

We also undertook to improve the cash management and reve-
nue side of the ledger, and not all of those were achieved. And I
think, therefore, the outlook for the deficit is for a larger deficit
than I would like to see and than I think is appropriate in terms of
our long-term objective of controlling inflation and assuring bal-
anced growth and price stability in our economy.

And may I make two other points?

Senator BYrD. Yes.

Secretary MILLER. The other two points I would like to make are
again perhaps gratuitous, but—three points I am making, or four
points, perhaps:

One, we need to change the debt limit. ‘
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Second, we should not be misled to believe we know the figures
{?‘r n?lft year yet, because there are many unknowns coming down

e pike.

Next, I hope, with a new administration, that the Congress
would adopt either a rule or a policy that debt limit legislation will
be given priority and will be immune_from ancillary legislative
attachments. I think we have all suffered by debt limitation resolu-
tions being held hostage and being the subject of riders on other
issues. And I think this has been detrimental and is inefficient and
inappropriate as a requirement for juggling around at the time
that the debt limit expires to keep the Federal Government sol-
vent.

I think when the Congress enacts laws to spend money and when
it enacts laws to raise revenues, that it makes a decision that it
intends to meet its obligations and it has a moral obligation to
meet them, either by raising money to pay its bills or by borrowing
money to pay its bills. And to have, each time the debt limit comes
up for change, that legislation held hostage to ancillary matters, I
think is poor practice. ‘

And I know it has been historically a subject of parliamentary
use by both sides of the aisle. And I just hope that in a spirit of
looking at the problems we face today and how big they are, that
we would somehow either develop a rule or a practice where that
would not be the case, and that we would handle this in a more
orderly way.

Senator Byrp. This committee has attempted to help that, to
some degree at least, by early hearings and early action.

Going back 15 years, it was customary for the debt ceiling in-
crease proposal to come from the House of Representatives on June
29, with the fiscal year ending June 30. That gave the Senate, this
Finance Committee and the Senate, a day to handle the entire
matter.

That certainly was not at all satisfactory. We have tried, and we
have in the last 3 or 4 years speeded up the process so far as the
action of this committee is concerned.

But I think you make good points, Mr. Secretary. Let me ask you
this: At what point in time between now and June will the debt be
at its highest? )

Secretary MILLER. Between now and next June?

Senator Byrp. Yes.

Secretary MiLLER. I will ask one of my associates to dig that out.
And while they are digging it out, let me respond to your remark,
because I want to—I would certainly like the record to show that I
think that you personally, as chairman of this subcommittee, have
been particularly responsive and certainly helpful to the Treasury
in dealing with this issue, and the problems on debt limit have not
come from this committee. They have come on the floor of the
various chambers.

I must say that your personal cooperation, including your will-
ingness to hold this hearing and react when we only have a few
days left in this Congress, is another demonstration of the way you
have been, I think, very helpful and responsible and responsive to
these problems.
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I do think it is a broader issue that goes to the floor of the
chambers.

My associates tell me, on the basis of the monthly estimates, that
currently it is expected at the end of March that the debt limit,
with a $6 billion contingency, would be $962 billion. And it might
be, by the end of June, slightly higher than that. But it should
drop off in April as tax receipts come in. So it peaks on March 31
with a $6 billion contingency at $362 billion.

Senator BYRD. You were saying in the one month of March the
outlays will exceed the revenues by $13 billion?

Secretary MILLER. Yes. We receive major tax receipts in January,
and then the next time major tax receipts come in v-ould be in
April. So that you do have a Feriod when the debt goes up steadily
and then it drops off in April as the tax receipts come in. April is
usually a surplus month because it is the major tax month.

Senator BYrD. So you figure the end of February—the figure that
you would recommend for the end of February be $949 billion, and
for the end of March would be $962 billion?

Secretary MILLER. Yes, sir.

Senator BYrRp. You mentioned the interest on the debt. I think
that is one thing that-Members of the Congress so frequently
overlook with the deficit spending, is the huge interest charges on
the American people, $80 billion in this budget that the Congress is
now working with. And to put that in perspective, that is more
gh?n one-half of the entire amount that will be spent on national

efense.

Or to put it another way, if my arithmetic is correct, and I think
it is, it takes the entire taxes paid by 35 million families earning
$20,000 to pay, just to pay the interest on the debt.

I think Congress should be more aware than it appears to me to
b}(: og ghe huge drain on the taxpayers of the interest charges on
the debt. )

Now, as I recall, you mentioned earlier that the off-budget deficit
for fiscal year 1981 would be $22 billion, as I recall.

Secretary MILLER. Yes, sir.
19§8$at°r Byrp. And it was $15 billion, is that what you said, for

Secretary MILLER. It was $14.2 billion for 1980.

Senator Byrp. Now, in our last hearings you commented that we
would see a restoration in the long-term bond market. Since that
time interest rates have gone down, but then the course has been
reversed and now they have gone upward, approaching the 20
percent record high.
th'WhaP %}) you see are the prospects for long-term interest rates at

is poin

Secretary MILLER. Early in 1980, interest rates ran up to historic
high levels for a number of reasons, which we have discussed
before. There was the aftermath of the oil price shock. There was
the invasion of ‘Afghanistan by the Russians, which had implica-
tions of possible increased defense spending. And there were a
number of prospects in terms of inflationary expectations that led
to very high interest rates. .

And then, as you know, after the March 14 actions, the rates
dropped very sharply, and the bond markets, which had been very
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much curtailed and under considerable clouds in February and
March, revived. And we have seen record long-term financings in
the corporate bond market this year.

But since late summer the interest rates have gone back up
again, both because of inflationary expectations and continued dis-
appointing inflation numbers as we work out of the oil price in-
crease that has affected inflation. And we come into periods when
food prices have been going up and are expected to go up, and
where the demand for money and credit has expanded and where
the growth of the money supply has caused inflationary expecta-
tions to rise again.

You ask me where I think they will go. I think interest rates will
likely stay relatively high until there can be a change in inflation-
ary outlook or expectations. I think that depends -a good deal on
the policies that are announced by the new administration, because
there is the possibility that some of the proposals have not been
clarified and we do not yet know the interaction between curtail-
ment of spending and proposals for tax reductions and the impact
that those interacting policies will have on the Federal Govern-
ment and the marketplace. .

We are in a period where it is difficult for us to predict definite-
ly. Obviously, there is a concern over high interest rates, that they
will choke off the economic recovery at a time when we have
unused capacity, both capital and human capacity.- We have high
unemployment and we have relatively low utilization of plant ca-
pacity. And if we should choke off the recovery, particularly in
housing and automobile sales at this stage, I think that would be
an unfortunate direction for the economy. But the realities are
that interest rates are probably going to remain quite high until
there is a clarification of where the demands for money and credit
are going to go.

Senator BYrD. You and I have discussed this several times, a
number of times, and I think that we are in general agreement on
it. If we are going to get spending under control, it has to be a joint
effort by the administration, whichever administration it might be,
and the Congress. One can’t do it alone. Congress can’t say to the
President, you do it. The President can’t say to the Congress, you
do it, and expect that you can accomplish what needs to be accom-
plished acting singly or unilaterally.

Secretary MILLER. That is correct. I think-it is a joint undertak-
ing, and in my mind it should be the highest priority in fiscal
policy. That is, the highest priority should be to reduce Federal
spending, both in absolute terms and relative to the economy. I
think Federal spending is too high in relation to the GNP.

Senator Byrp. Also, it seems to me that, while it must be a joint
endeavor, that the origination must come from the administration,
which presents a budget to the Congress. The outgoing administra-
tion, of course, will present the budget for 1982,

One of the imponderables and one of the factors that will influ-
ence the borrowing needs of next year will be the budget which
will be presented by the outgoing administration. It can set the
tone for the financial situation for the upcoming year.
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Secretary MILLER. Yes. And I think we will, as an outgoing
administration, present a responsible budget that does set the tone
for controlling spending.

I think, Mr. Chairman, you should be aware that there are some
dilemmas we face in presenting that budget. For example, so much
of the budget is now in the form of either entitlements or defense
spending or interest on the debt that to reduce spending will
require a partnership between the Executive and the Congress and
will require legislation, changed legislation. ‘

Thee(éilemma we face is whether the outgoing administration can
realistically present a budget that shows lower spending based on
legislative changes which will depend upon a new Congress with
new people, and where we have not even had a chance to discuss
with that new leadership what those legislative changes will be.

If we gresent the spending outlook under current law, it will be
higher than we would like. If we try to indicate legislative changes
that are not realistic, we will be accused later of having put in an
unrealistic budget. So we have quite a dilemma, and we do want to
do it as objectively and as fairly as we can. So we do have a
problem in how to present it.

Senator Byrp. What will be the new debt that will have to be
financed during this fiscal year of 1981, and what will be the
rollover of the old debt?

Secretary MiLLER. The old debt rolls over at roughly $200 billion
a year. The new debt will be approximately $70 billion, based upon
the second budget resolution. And I must again repeat my caveat
that that may turn out to be inadequate. It may turn out that
more financing will be needed if spending is not controlled or if tax
cuts come into plag; in the fiscal year.

Senator BYrp. So the Government will be going into the money
market for $200 billion during this fiscal year?

Secretary MILLER. Yes.

Let me, Mr. Chairman—this is a very important point—just take
a moment to indicate the relative involvement of the Federal Gov-
ernment in the credit markets. This is the net borrowing of the
Federal Government, because in the whole capital market we look
at the net demand for credit as distinguished from rollovers, refi-
nancing.

In fiscal year 1980 there was a total of funds raised in the U.S.
credit markets of $423 billion, of which the Federal Government
took $70.5 billion or 16.7 percent.

Senator BYRrp. That doesn’t include the rollover?

Secretary MiLLER. That would not include the rollover. The total
funds raised in U.S. credit markets are net additional funds.

So that is the level of involvement. Now, that compares with
what I would consider the worst year in recent times. In fiscal year
- 1976, the total funds raised in the U.S. credit markets were $309

billion and the Federal Government took $83 billion or 27 percent.

So last year we were about 10 percent less of Federal borrowing,
of funds raised in all the U.S. credit markets than in 1976, but still
higher than I would like to see. In fiscal year 1979, the Federal
Government took 6.4 percent. And so you can see, while we have
gone from 27 percent in 1976 to only 6. éaercent in fiscal year 1979,
in 1980 we increased once again to the 16.7 percent level.
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So I think it is another demonstration of the need for a disci-
plined fiscal policy that reduces Federal deficits and reduces Feder-
al borrowing in credit markets, and releases those markets to be
available for the private sector, and thereby assures the flow of
funds that are necessary to finance private investment and private
expansion of the economy.

I would say that both years were affected by recession. That is,
fiscal year 1976 was still affected by the recession of 1974-75, and
fiscal year 1980 was a recession year. So those factors have to be
taken into account.

Senator Byrp. How do you visualize the total credit needs in
1981 compared to 1980. You said $423 billion for 19807

Secretary MILLER. Our present estimate for fiscal year 1981—this
is an estimate—is something in the $450 to $460 billion range that
will be raised in U.S. credit markets. And if the United States
takes around $80 billion, it would be roughly the same percentage
as the year before, lower than we have been in the past, but higher
tnan I would like to see.

Senator Byrp. In determining the $80 billion for interest charges,
what interest rate assumptions are being made?

Secretary MILLER. Those interest rate assumptions are based
upon an estimate made by OMB. I am trying to find the date when
they made them—June.

I want to make sure I am stating this correctly. The rates that I
can give you are the rates that were in the budget in July, and I
can compare them with actual rates now.

I am not sure that I am completely up to date on what interest
rate assumptions are made in the congressional second budget
resolution. We have not gotten details on that yet.

But what we have assumed are rates based on several maturities.
For fiscal year 1981 it was assumed in our last budget submission
that the 13-week rate would be 8% percent. It is now over 14
percent. We assumed the 52-week rate; for example, is 9% percent,
and it is now 13 percent. We assumed the long-term rate over 6
years to be 10.1 percent and it is now 12.4 percent.

So unless interest rates come down, the likelihood is that we will
§eq tz\éen greater requirements for interest than the $80 billion that

cited.

Senator Byrp. That's the way it looks to me from what you are
saying.

retary MILLER. But I have incorporated part of the difference,
Mr. Chairman. I don’t want to mislead you. The figures are very
confusing because we have now added to the interest for the year
the estimated higher interest rates that we have seen in the first
few months. : .

We have not changed the longer-term outlook, but we have esti-
mated $3 billion more in interest payments from October 1 through
February 28, and those are included in- my $80 -billion figure.

It is just that we don’t know. If you continued the same rates
that we now are seeing through the fiscal year, it would increase
the interest on the gublic debt from $80 billion to $90 billion.

Senator Byrp. A $10 billion increase?

Secretary MILLER. Yes, sir. .

Senator Byrp. That's for the last 7 months of the year?
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Secretary MiILLER. It would be $7 billion more for the last 7
months. Let me correct my statement.

I had said that the $3 billion increase through February was in
the $80 billion figure. It was not. Let me state it correctly. The
estimate of interest on the Federal debt of $80 billion was made in
July. We now estimate $3 billion more through February; and, if
interest rates continue at these levels, $7 billion more from March
through September.

Senator BYRD. So f'ou estimate an increase of $10 billion, from
$80 billion to $30 billion, if current interest rates are continued?

Secretary MILLER. Yes, sir. It would be $83 billion, based upon
the increase through February. And if that level of interest rate
continued through the year, the number would be $90 billion.

Senator Byrp. To try to get it in focus, does anyone hee‘nf)pen to
remember what the prime rate was in June, as compared to——

Secretary MILLER. It was 12 to 13 percent.

Senator Byrp. And now it is between 17 to 18.

Secretary MILLER. Yes.

Senator Byrp. So since the original assumptions were made in
June, the interest rate has gone up 60 percent or more.

Secretary MILLER. The prime rate has. Long-term rates are up 25
percent. Some of the short-term rates are up much higher.

In June we had a normal yield curve, with lower rates in the

_shorter maturities and higher rates in the longer. Now we have an

inverse curve again, which means higher short-term rates and
declining rates over the long-term, and that is the usual condition
when you have a credit problem, a squeeze, or an inflationary
squeeze, when short-term rates run up very rapidly and long-term
rates are based more on the long-term expectations.

Senator Byrp. So the $280 billion that you will need, the larger
percentage of that will be short-term money?

Secretary MiLLER. We, as you know, have a policy of trying to
increase the average maturity of Federal debt. But it comes very
slowly because we are limited in what we can do in the markets,
and we are limited by how much long-term debt we can issue
under the long-term debt ceiling limitations.

We ran out of that, as you recall, in September and we had to
cut back one long-term issue. :

Senator Byrp. But that was taken care of.

Secretary MILLER. That was taken care of, yes; sir. But the
markets will absorb only a certain amount of long-term financing,
and we must slowly, work out the average maturity of the Federal
debt so we will have a more even spread of maturities and we will
take pressure off of the short-term markets It is important that the
savings bond program be supported. The average maturity of sav-
iaxings nds is longer and there is more stability, and that helps

80

I think the action of Congress to give us some leeway to raise
savings bond interest rates is going to be very helpful.

Senator Byrp. That seems a wise direction to go, to increase the
long-range maturities.

Secretary MILLER. That’s correct. It will take some time. And I
hope the policy is continued, because we have, since this adminis-
tration came in office, extended the average maturity by quite a
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bit. When the administration came in, the avera%z maturity was 2
)y(ears and 9 months. It is now 3 years and 9 months. And if you can

eep going that way and get the average maturity out 5 or 6 years,
it would help a good deal.

Senator Byrp. That’s making some progress.

Secretary MiLLER. I think we’ve made some good prcgress,
thanks not to me, thanks to my associates who did the work. I have
onéi been there 1 year, so I can’t take any credit for this.

nator Byrp. I was rather surprised at the figures you gave on
the tremendous increase in the off-budget deficit from $14 billion
in 1980 to $22 billion for 1981. That is a tremendous increase for
off-budget items.

Secretary MiLLER. I am not sure I have at my fingertips a break-
down of that. I could perhaps supply it.

Senator Byrp. That’s all right. It shows that the trend is toward
off-budget financing.

Secretary MiLLER. If I may speak as an outgoing Secretary, I
would point out several things that the new Congress, the new
administration, should be concerned about.

One, the tendency to get around the appropriations process by
off-budget financing is very dangerous. There should be a concerted
effort to bring the credit budget into the same procedure that we
have for the appropriation budget. I think that is important. We
were moving and asking for that, and I think it should be pursued.

Second, I do believe that the growth of tax exempt financing for
gurposes that are beyond the original intention for municipal and

tate financing is also of considerable concern, because that in
effect will give a preference to capital flows toward uses that are
determined outside the market forces. I think this is unfortunate.

So I think both of these trends are ones to be careful about.

The third trend that one needs to be careful about in the future
is the trend to use tax expenditures instead of appropriations, to
take a purpose that is desirable or perceived to be desirable and,
instead of appropriating money to make grants or disbursements,
by giving tax credits, which also takes it outside of the appropri-
ations process. .

All of these techniques of getting around appropriations will be
intensified as the efforts are made to control spending. Every time
. there is an effort to control spending, there will be people looking
for ways to get around it, either through off-budget activities or by
granting a tax credit, which affects revenues and doesn’t show up
. as an appropriation, or to find devices to go into tax-exempt financ-

ing schemes, which of course ultimately drive up tax-exempt inter-
est rates and therefore very much disadvantage municipalities and
State governments from their normal financing requirements.

These are all dangers on the horizon.

Senator Byrp. Most of those could be got around if there were
some mechanism by which the Cong'ress and the administration
would be required to discipline itself in the way of handling the
finances.

Secretary MILLER. It is awfully important that the administra-
tion and the Congress come to an agreement to include the credit
financing as fart of the budget process and control it just as well
as you control appropriations.
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Senator Byrp. Well, the only means that I can think of at the
moment which would force discipline would be the re?uirement -
that there be a balanced budget. Now, how would you feel about
that? Or maybe you have other suggestions? _

Secretary MILLER. I have been, in my 2% years or so in Govern-
ment, deeply concerned about the inadequacy of controls over the
whole process. I certainly agree that we need some new will or
commitment or mechanism or law or statute or something that
would give us better controls. -

I believe that the requirement of a balanced budget is attractive.
We know that in the business cycle, that the budget is apt to
swing. I have always thoiight that the budget should be balanced
over the business cycle. We should be able to tolerate deficits in
periods of recession and expect surpluses in good times.

Whether you can balance the budget every year and still make it
responsive to the overall economic control mechanisms, I'm not
sure. But if it could be controlled over a business cycle or if there
could be some way to minimize the budget deficits over a period, I
think that would be very desirable. ,

I haven't found a good way to do it, except to get the political
will to do it.

Senator Byrbp. I don’t believe it is realistic to expect the political-
will. I think there has to be a disciplinary mechanism that will
force the Members of the Congress and the administration to live
within a balanced budget. .

Secretary MiLLER. I don’t disagree with it. I am just not sure
what the mechanism would be from year to year.

Senator BYRD. I tend to agree with you that the budget doesn’t
necessarily need to be balanced every year. But I am looking at
figures right now for 25 years. -

Secretary MiLLER. We have had one balanced budget in the past
20 years. So that is not a good record.

nator Byrp. That is a lousy record, a terrible record. And I
thiri%: it shows that you can’t rely on the Congress to discipline
itself. :

And the State legislatures do not rely on the legislators to disci-
pline themselves. Virtually every State constitution has a manda-
tory requirement for a balanced budget. ,

If there is any other way out, I would be glad to support that.
But in the absence of any other means of forcing discipline on the
Congress and any -particular administration, it seems to me a bal-
anced budget requirement, leaving adequate flexibility for emer-
gencies, would probably be the direction that we ought to go in.

Secretary MILLER. I don't disagree with that. -

Senator Byrp. In regard to the Federal Financing Bank, is it not
correct that the Federal Financing Bank buys loans from various
Government agencies, thereby creating a source of Federal debt
outside of the normal budgetary process? That is the way the
Federal Financing Bank works, is it not? '

Secretary MILLER. Correct.
¢ S}?.nat.?or YRD. What are the main programs that operate in this
ashion

Secretary MiLLER. The best way to do it, perhaps, is to run down
some of the major Federal Financing Bank acquisitions in fiscal
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year 1980, because that year we have. Let me just tick off some of
the larger ones:

Purchases of agency loan assets: The Farmers Home Administra-
tion, $6.9 billion; Rural Electrification, $700 million.

Purchases of guaranteed securities: International security loans,
$1.9 billion, rural electrification, $2.5 billion.

Seven States Energy, that is the TVA issues, $700 million.

So that purchases of agency loan assets ran $7.6 billion; pur-
chases of guaranteed securities ran $6.8 billion, for $14.4 billion
total last year.

Mr. Chairman, there is only one other point I would call to your
attention, and I do so not in the sense of trying to suggest to
Congress how its procedures best be handled. But the new proce-
dure in the House of Representatives is that, with the adoption of a
budget resolution, there is concurrently enrolled a resolution that
sets the debt limit based on the budget resolution.

We now have such a resolution from the House of Representa-
tives setting $978.6 billion for the fiscal year ending September 30,
1981. The Senate procedure has not followed this, and I know that
feeling has been here, and I think your feeling has been, that
adopting a debt limit through the budget process means an inad-
equate or too long a period without oversight, without review.

My own belief is that we are in such a dynamic period that if the
Senate were now to merely enact or to approve the resolution
adopted by the House, that you still would have the need for debt
limit surveillance next spring. I believe there will be changes
before the May 15 first bu«i)get resolution for fiscal year 1982, There
will be changes in fiscal year 1981 that would require a new look.

So I rather think the procedure might be simplified if there
could be a Senate approach similar to the House, and then have
interim oversight at the various budget steps, so that there would
be through the year several occasions to have an oversight on the
budget. You would have more continuity and fewer of the crunches
that we have had.

Since I have been Secretary of the Treasury, we have had, I
think, three occasions where the expiration of a debt limit put
enormous pressure on us, caused us to have to change our financ-
ing plans. And I think those have been costly, and they are horri-
ble in the marketplace.

I think you might get the dual result of more continuity and yet
adequate oversight if that could be done. I suggest that without,
again, trying to look improperly into the pr ures of Congress,
. but just as my observations of how things have worked during my

year. _

Senator BYrp. At this point, it occurs to me that the Congress, as
a result of your testimony today, may want to consider several
options. One would be to go to $949 billion through February 28, or
possibly to $962 billion through March 31, or what you suggested,
the $978 billion through September 30.

I think I would be inclined to one of the shorter periods. I
thought I would leave it up, of course, to the committee to discuss
it and reach whatever conclusion it thinks best, and see what the
Senate wants to do.
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Secretary MILLER. I think that's correct, Mr. Chairman. The only
point I again make is that if you decide on the third option, it
seems to me that you will be back looking at this subject in April
or May in any case, before the first budget resolution——

Senator BYrp. You don’t expect to hit $979 billion by that point?

Secretary MILLER. No, but I think the new program for 1981
would require a looking at 1981 again, even if it was for the whole

ear. That's my only point. In other words, I just want to say what
have said three times: I don’t think the $978 billion—— :

Senator Byrbp. It's going to be too low?

Secretary MILLER. I don’t think it’s reliable until we know the
program of the new administration.

Senator Byrp. I think you are correct on that. I think you are
exactly right; not only the program of the new administration, but
the budget of the outgoing administration. '

Secretary MIiLLER. Exactly.

Senator Byrp. That is going to have a very keen impact.

Secretary MILLER. Even on 1981.

Senator Byrp. Even on 1981,

Secretary MILLER. We will have new estimates of revenues. We
will have new estimates of spending under current law. So I don't
want to prematur;lg judge, but I think that in the spring Congress,
aven if you adopted the House resolution of $978.6 billion, would
need to look at that number for fiscal year 1981 to see if it is
adequate. And my guess is it would have to be raised.

Senator BYrp. Just one other thought before we close. To get
back to some mechanism for enforcing discipline on the Congress
and the administration, from your vantage point as Secretary of
the Treasury, if there were a requirement that before an unbal-
anced budget could be enacted, that a resolution must be adopted
by the Congress by a two-thirds voting stating that, for specified
reasons, the budget for that particular year would not need to be
balanced, would that insure adequate flexibility and at the same
time give a measure of discipline?

Secretary MILLER. Mr. Chairman, of all of the techniques that we
have discussed over this period of time about how to deal with this,
I think the idea of a higher i)lurality vote for—what you have just
suggested, is the most appealing to me. But I think it needs to be
coupled with the mechanism of what happens if you don’t get the
two-thirds vote for an unbalanced budget,—how do you reconcile
the underlying spending that is in the law?

You would have to have a mechanism that forced it back to a
balanced budget through a reconciliation or something. I think you
need it coupled with a very :stronﬁ1 budget grocees, because if you
failed to get the two-thirds vote, that would say you must have &
balanced udselat. And yet, you would never have a balanced budget
unless expenditures and revenues come to balance, which means
Congress will have to change some law or it will have to renege on
some existing commitments.

Senator Byrp. Or the new law could specify an across-the-board
reduction.

Secretary MILLER. Yes. It needs a mechanism linked with it. But
of all the things I have heard during my period here, I think the
idea of going in the direction of requiring a greater consensus for a
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deficit is probably the next step that would make sense, rather
than trying to go to specific limits and statutory limits, which have
unknown troubles that we can'’t yet predict.

Senator Byrp. The key, as I see it, is some disciplinary program,
some means to enforce discipline.

Secretary MILLER. Yes, sir.

Senator BYRD. I want to thank you for being here, Mr. Secretary.
And I want to say, since this Congress will adjourn sine die on
Friday, probably this may be your last meeting before the end of
the year, and I just want to say that I feel you have done a fine job
for our Government. I have found my association with you to be
most pleasant, indeed.

I appreciate your great ability and I think that you have made a
fine contribution to our Government. I hope we will see you from
time to time in the future.

Secretary MiLLER. Thank you very much, Mr. Chairman. I have
enjoyed it and I have appreciated your help and cooperation. I will
do my best in the private sector to continue along the lines of the
disciplines you have talked about. I think we need to pursue those.

Senator Byrp. Thank you, sir.

Senator Dole has a statement for the record, which I will ask
that it be inserted at this point. And I have some tables that I
would like to be inserted in the record.

{Information follows:]

STATEMENT OF SENATOR DOLE, SUBCOMMITTEE ON TAXATION AND DEBT
MANAGEMENT

Mr. Chairman, the public debt is no one’s favorite subject, yet this is the third
time this year that you have been obliged to schedule hearings on the debt limit.
The Senate has already acted twice on the debt limit this year, and it appears that
we may havye to act again before we adjourn. When we last extended the debt limit,
on June 26, some of us felt that we ought to have an opportunity to reexamine the
limit before the end of the year, because of the uncertain course the economy might
take. Now it appears that our concern was justified. There seems to be little chance
that the current limit, $925 billion through the end of February 1981, will be
adequate to cover the afovermnent’s financing needs, even throu%h the end of the
gear. The Congressional Budget Office now estimates the public debt will reach $928

illion before the end of this year, or $931 billion if you allow a $3 million margin
for contingencies.

We do have an obligation to guarantee that the government meets its obligations,
but I, for one, hope and expect that we will improve our management of the public
debt in the coming year. Last-minute adjustments such as this ought not be neces-
sary. Through more rigorous control of the Federal budget and off-budget govern-
mental activities, we can limit the government’s financing needs. By adopting
realistic budget estimates and adhering to our budget plans, we can put a degree of
gﬁrt?irtlty in the process. For now let us do our duty, but let us agree to do better in

e future.

UNIFIED BUDGET QUTLAYS AND PERCENT INCREASE PER YEAR

(Dokar amounts in biins)
Fisal year Oty e FEol

1973 $247.1
1974 96 225 91
1975 326.2 566 - 2.0
1976 3664 02 . 123
1977 4027 33 99
1978 : 45038 481 13
1979 4936 428 95
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UNIFIED BUDGET OUTLAYS AND PERCENT INCREASE PER YEAR—Continued

(Dokar amounts in biions)

Fiscal year Otys o ot
1980 5790 854 173
19811 632.4 534 9.2

+ Estimate from 2 concurrent budget resoktion for fiscal year 1981.
ESTIMATED OWNERSHIP OF PUBLIC DEBT SECURITIES—SEPT. 30, 1980

{Dollars in billions}
Held by Amount Percent

Federal Reserve System $120.7 133
Government accounts 1977 218
3184, 35.1

Heid by private investors:

Individuats:

Savings bonds 730 80
Other securities 50.0 5.5
Total individuals 1230 135
Commercial banks 100.9 111
Insurance companies 144 16
Mutual savings banks 53 6
Corporations 25.5 28
State and local governments. ; 134 81
Foreign and international 126.0 139
Other investors 120.7 133
Total privately held 589.2 64.9
Total public debt securities outstanding 907.7 100.0

Source: Office of the Secretary of the Treasury, Office of Government Fimancing—Nov. 28, 1380.
Note: Figures may not add to totals due to rounding.

TABLE 1.—-MATURITY DISTRIBUTION OF OFFICIAL FOREIGN HOLDINGS OF TREASURY PUBLIC DEBT
SECURITIES, SEPT. 30, 1980 *

{in milfions of dollars)
Years to maturity Marketable  Nonmarketable Total
L yeat and under 5286 6917 59813
110 5 years... 204 8851 3181
Over 5 years 1645 a5 5891
L J— ' 7506 008" 9758
! This table shows the maturity distribution of official hoidings of T securities in custody at the FRBNY and in the T
Dnost Fu, e bins WAh B S5.43 il 1. o s e o vy S o g e

Sowce: Office of the Secretary of the Traasury, Office of Government Financing—Dec. 1, 1380.
Note: Delait may not sum to totais due to rounding.

TaBLE 2.—Major foreign holders of Treasury public debt securities, Sept. 30, 1980
Millions



21

Millions

CANAAA.......ccoeieererrreserieeerresreerrsre st esssess s asnssesssereseestbesnsberess sants 1,954
FILBIICR ...ovriieeecteiereenisseereresecasss e rereseetseresevnsssssssasenenossssassssrsnssaseneressassssnansesests 8,045
GOIMNANY ... ottt etensstsessresisess s ssassesestsbsestsas s ssnssassssbesesssnassssass 33,685
TRALY ...t esass e a et s e e e e s e e e R s s e eR R ra R et nares 2,874
JBPAI c1ceieieniiirieneineierienr e rersressssseressesssassteessstsasasssesssesssasarestsrenssessensisaesns 20,188
NEtherlands.........cccoeiirnicreiecrenminisneeenisnssensissesersaessasssssssessssssaosesssrssas 2,666
SWILZEIIANA ... iseressesnessisresesaesessessenssesssssaesesssnsssenseres 6,434
United Kingdom .......c.coveuceervinnnnnnvenmmnmireseisnsmmenssssssssssssssssesssnsssssssssesss 8,316
International and regional .........c..ccvvirmennerneninninenisesne——. 5,018
All other and unclassified..........cooovvvrreeeinveenissreriresesnesonens Serseersasarensentasesnsas 12,872
TOAL .....oorrrererersierenereneressnrsssenesesesistresesersssssesesssssmssssssssensrasasssnsesesnsassessaane 126,034

1 Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, United Arab Emirates, Algeria,
Gabon, Libya, Nigeria, Indonesia, Venezuela, Ecuador.

9%uroe.—-()ﬂ‘ioe of the Secretary of the Treasury, Cffice of Government Financing—Dec. 1,

TABLE 3.—CHANGES IN FOREIGN HOLDINGS OF PUBLIC DEBT SECURITIES

(i bikions of dollars]
Changes »
. 31, 1,
abie pls  Motes and
bonds
Belgium 04 18 13 0 13 (?)
Canada 19 20 0.1 -01 =01 0.2
france 6.7 8.0 14 R 12 (3
Germany 2 W 399 3317 -6.3 ~31 -1l =21
Italy 45 29 17 0 -17 (%)
Japan . 16.7 20.2 34 (%) 5.2 -1
Netherlands 23 21 4 {3) 0.2 2
Switzerdand . 115 6.4 -50 -11 -30 -3
United 11 83 1.2 0 (3) 1.2
International and regional 5.5 50 -5 0 0.2 -1
0il exporting countries 15.0 2.2 1.2 10 0.3 59
Other . 1.4 9.7 25 0.0 20 6
Total 1189 1229 40 38 45 33
Unclassified * 48 31 -1
Grand total 1237 126.0 23
» Profiminacy.
1 |M A 3
* Change in o m"&"m roored by cooety o seculy
Schange is less than $50 million.
Source: Office of the Secretary of the Treasury, Otfice of Government Financing—Oec. 1, 1980.
Note: Detail may not sum to totals due to rounding.
FOREIGN AND INTERNATIONAL HOLDINGS OF PUBLIC DEBT SECURITIES 2
[DoMars in biflions)
Total public debd
Date Foreign and
December 31:
1969 $104 28 $367.4
1970 19.7 51 3883
1971 46.0 109 4233
1972 544 121 485
1973 54.7 17 469.1
1974 58.8 119 492.7
1975 66.5 115 576.6
1976 18.1 120 653.5
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FOREIGN AND INTERNATIONAL HOLDINGS OF PUBLIC DEBT SECURITIES *—Continued

[Doltars in bitfions)
. Tolal pudlic debt
F and
Sate : tsmationd Hodngs percent
1977 109.6 15.2 7189
1978 1378 175 789.2
1979 1238 146 845.1
September 1980 21260 139 907.7

' To conform with the unified budget presentation, figures have been adjusted to exclude $1,825 miltion in 1968 and $825 milion in years
1969-73 of noninlerest bearing notes lo the IMF,
t Partly estimated

Source: (ffice of the Secretary of the Treasury, Office of Government Financing—Dec. 3, 1980.
FEDERAL FINANCING REQUIREMENTS

(in midions of dollars)
Fiscal years 1979 1980 19811
Budget deficit 211 59.0 214
Off-budget deficit 124 14.2 220
Totat deficit ; 40.2 13.2 494
Means of financing other than borrowing from the public 2 -6.5 =21 (%)
Total 336 10.5 ()
Increase in dedt heid by Government agencies 197 101 (%)
Increase in gross Federal debt 53.3 80.6 (3)
1 Estimates based on Second Congressional Resolution for fiscal year 1981,
'(‘msists:ggw o.i" change in Treasury wm. o Il yea
3 Not available. -
Source: Office of the Secretary of the Treasury, Office of Government Financing—Dec. 3, 19890,
DEBT SUBJECT TO LiMIT
[tn bitions of doflars)
Fiscal years—
Actua Estimate !
1979 1980 1981
Unified budget deficit a1 50 274
Portion of budget attributable to trust surplus or deficit (—) 18.3 88 130
Federal funds deficit 46.1 67.8 404
Deficit of off-budget Federal entities 124 142 220
Total to be financed 58.5 820 624
Means of financing other than borrowing, and other adjustments -36 -09 (*)
Change in debt subject to limit 549 811 699
Debt subject to limit, beginning of year n 821.6 908.7
Anticipated debt subject to limit, end of year 8216 908.7 978.6

: - -
'mw Budget Resoiution for fisal year 1981,
Source: Office of the Secretary of the Treasury, Offce of Government Financing—Dec. 1, 1980,



FEDERAL DEFICITS AND DEBT, 1970-81

{in bilions of dotars)
Fiscal years 1970 1971 1972 1973 1974 1975 1976 (¢} 1977 1978 1979 1980 1981 e
Federal funds deficit Bl 289 23 256 187 525 689 10 545 615 461 618 404
Less: Trust fund surplus (—) or deficit 103 68 59 107 40 74 24 20 —95 -—127 _183 —88 —130
Equals: Total wified budget deficit 28 B0 24 M8 47 452 664 130 450 488 217 590 214
Plus: Deficit of off-budget Federal entities * 01 14 81 73 18 87 103 124 142 20
Equaks: Total deficit 28 B0 B4 M9 61 831 737 147 37 92 402 132 494
Less: Nonborrowing means of financing 2 26 36 -39 44 31 24 92 33 01 01 —65 —27 (%
Equals: Total borrowing from the pubic........................... - 54 194 194 193 30 509 829 180 55 N1 36 05 (v
Plus: Change in debt held by Government agencies > ... 01 74 84 118 148 70 43 35 82 122 197 101 (v
Equals: Change in gross Federal debt 155 269 279 31 U8 58 873 W5 627 N3 B3 85 (9
Less: Change in Federal agency debt 1703 13 02 09 Ll —02 14 14 16 0§ (%
Equals: Change in gross public debt 2 272 ¥1 09 163 50 872 M3 641 27 549 812 (o)
Plus: Change in other debt subject to limit ¢ ~0] 12 04 01 o1 —01 (%
Equals: Change in debt subject 10 BMt............................. T165 260 21 305 169 590 823 143 641 727 549 811 699

Debt outstanding end of fiscal year: -
Gruss Federal debt 5 3826 4005 4313 4684 4862 SM1 6319 6464 7091 7804 8338 9M3 (%)
Less: Federal agency debt & 125 122 109 1M1 120 109 14 117 103 8§ 12 65 (%
Equals: Gross public debt 301 3973 464 4513 4762 5332 6204 6347 6988 TS 8265 %17 (%)
Plus: Other debt subject to fimit + 25 13 13 9 4 1 111111 10 (8
Equals: Debt subject to fimit 2726 3986 4278 4583 4752 5342 6216 6358 7000 7727 8276 9087 9786

2

3

¢ ject to mit,

:Ftsal 1976 figure inclodes reclassification of $471 milion of Export-tmport Bank certificates. of beneficial interest from asset sales 1o debt.
7

s

Based on Second Congressional Budget Resolution for fiscal year 1981.
Not avaitable.

Special Analysis €, U.S. Budget

1

€¢
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FUNDS RAISED IN U.S. CREDIT MARKETS
(Dofars in bisions) i
Total Foderal ;‘"5&3
total
Fiscal year 1975 $200.9 $51.9 258
Fiscal year 1976 3089 829 26.8
Fiscal year 1977 380.7 536 Wl
Fiscal year 1978 4868 59.1 121
Fiscal year 1979..... 529.5 37 6.4
Fiscal year 1980 © 4234 70.5 16.7
Fiscal year 1981 (estimate) 454.1 (1) (")

' Not available but expected to be simdar to fiscal year 1980,

Interest rate assumptions used by OMB in the midsession review of the 1981
Budget to estimate interest on the publnc debt for fiscal year 1981.

Assumed rates—fiscal year 19811

Maturity:
13 WEEKB 2.ttt sieserssisstse s ssssr st ss e sn s s sessbsren e erebebe s e bobas 8.6
26 WEEKB 2.......cvcririiriniiissecsisiasesssn s aresstsast st sesetesssastssessssesessssssessss s ossnasasanes 8.9
B2 WEEKB 2.ttt e en e e ssn e s s ss st snsassenene e s e st 94
1 80 B YEAIS .ottt s et st s e b 9.6
B 10 B YRAS ...cvcuivrrircrnirictnrirnnnins s essasses st seas bbb bee s ssasas e enae e re e hnes 9.9
Over  FOATS ...cvuiririvnissssanssrssssisssssssssssiotasstesmerssssssasssssessassssassssnsssssssesssnssossttesarines 10.1

ear averages.
’ Bank iscount basis.

FOREIGN HOLDINGS OF TREASURY PUBLIC DEBT SECURITIES—SEPT. 30, 1980

[Dollars in billions)
Amount Percent
Foreign and international official acoounts ' 146 910
~ Other 104 - 90
Tota : 160 1000
Source: Office of the Secretary of the Tressury, Office of Government Financing.
OWNERSHIP OF FEDERAL AGENCY DEBT, SEPT. 30, 1980
{Dolkars in millions)
Federal
. Ostndeg o Pratey hed
Accounts
Export-import Bank 61 16 645
Faderal Housing Administration 495 157 238
Govermment National Mortgage Association 282 135 150
Pustal Service ..., 250 3 213
Temessee Vabley Authortly LI25 1725
Other 3 543 n 572
Tota 6616 1606 5010

1 Postal Service Is an off-budget agency. -
*includes Defense and Coast Guard family housing mortgages.
Note: Figures may not add fo tolals due o rounding.

Source: Office of the Secretary of the Trezsury, Office of Government Financing,
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THE NATIONAL DEBT IN THE 20TH CENTURY *

[Rounded to the nearast bilion dolars)
Total® Date Total®

1900 1 1941 58
1901 1 1942 19
1902 1 194 143
1903...... 1 1944 204
1904 1 1945 260
1905 1 1946......ccconeenns 2n
1906 1 1847 257
1907 1 1948 252
1508 1 1949 253
1909 1 19% 257
1910 1 1951 255
1911 1 1952 259
1912 1 1953 266
1913 1 1954 -2
1914 1 1955 2N
1915 I 195% 273
1916 1 1957 212
1917 3 1958 280
1918 12 1959 288
1919 25 1960 291
1920 4 1961 293
1921 24 1962 303
1922... = 23 1963 K))
1923 22 1964 317
1924 21 1965 33
1925 21 1966 38
1926 20 1967 341
1927 19 1968 370
1928 18 1969 367
1929 17 1970 83
1930 16 19711 410
1831 17 1972 437
1932 19 1973 468
1933 23 1974 486
1934 21 1975 544
1935 29 1976 832
1936 3197 109 .
1937 36 1978 180
1938 31 1919 834
1939 48 1980 9
1940 51 19813 962

1 Gross Federal debt.

2 A end of fscal years.

5 Estimated figwes (OMB Mid Session Budgel Review).

Source: Office of Management and Budgel, 1981 Budgel

UNIFIED BUDGET RECEIPTS, QUTLAYS AND SURPLUS OR DEFICIT FOR FISCAL YEARS 1958-81,
INCLUSIVE
(i bilions of doltars)
Focal yar Rosgts  Outiys ‘i’:ﬁ
(-)

1958 79.6 826 =30
1959 19.2 92.1 -129
1960 92.5 . 922 +03
1961 944 97.8 =34
1962 99.7 106.8 -1l
1963 106.6 1113 -47
1964 112.7 118.6 -58
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UNIFIED BUDGET RECEIPTS, OUTLAYS AND SURPLUS OR DEFICIT FOR FISCAL YEARS 1958-81,

INCLUSIVE—Continued

{in bilions of doltars]
Surphus
Fscal year Recpts  Otays ()
(-)
1965 116.8 1184 ~18
1966 1308 1346 -38
1967 1495 158.2 -81
1968 153.7 1788 -25.1
1969 187.8 184.6 +3.2
1970 193.8 196.6 ~238
1971 1884 214 230
1972 208.6 2319 -233
1973 2322 471 —148
1374 2649 269.6 -47
1975 281.0 326.2 —452
1976 300.0 366.4 —66.4
1977 357.8 4027 —450
O78 ..ttt e AR eSS AR SRR R ERRS 4020 4508 488
1979 465.9 4937 =a.1
98B0 .ccveevveesersssasessesessseeveesssssessessseass o sesssses vves RS Smsuenbess s 4R EAE AR AR RS RRRR R RRR AR RR et §20.0 §19.0 —-59.0
1981 (estimate) 605.0 632.4 -214
Prepared by Senator Harry f. , b, of Yirginia.
Source! Office of Management and Budgel, fiscal year 1981 Second Concurrent Budget Resolution.
GROSS NATIONAL PRODUCT
{in bilions of doltars)
Yeu Raw figure m‘,"
1972 11 LN
1973 1,307 1,235
1974 1,413 1,214
1975 1,516 1,192
1976 1,706 1,215
1977 1,887 1,333
1978 2,128 1,399
1979 2,369 1,432
1980 (estimate). 2,510 1,422
1981 (estimate) 2,841 1,437
4 To account for inflation—adjusted to 1972 dollars.
Prepared by Senator Harry F. Byrd, k. of Virginia.
Source: Office of Management and Budget, fiscal year 1981 Second Concurrent Budget Resolution.
CONGRESSIONAL BUDGET RESOLUTIONS
[Doltars in biffions)
Resolvtion,/date Fiscal year Recsipts Dot prled
First Concurrent Budge?, May 1975 ‘ 1976 $2082 83670 —$68.8
Second Concurrent Budget, December 1975 1976 300.8 349 -6
First Concurrent Budget, May, 1976 191 362.5 4133 ~5038
Second Concurrent Budget, September 1976 1977 362.5 4131 -50.6
First Concurrent Budget, May 1977 1977 (revisions) ...... 356.6 4092 526
First Concurrent Budget, May 1977 1978 396.3 4610 —647
Second Concurrent Budget, September 1977 1978 397.0 4583 -613
First Concurrent Budget, May 1978 1979 “19 4988 -509
Second Concurrent Budget, September 1978 1979 4487 4875 388
Second Concurrent Budget, May 1979 1979 (revised) ........ 4610 4945 335
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CONGRESSIONAL BUDGET RESOLUTIONS—Continued

{Dollars in biions)
. : - Defict
Resohtion/date Fiscal year Recets  Epend- Deficty
First Concurrent Budget, May 1979 1980 509.0 5320 -230
Second Concurrent Budget, November 1979 .. 1980 517.8 5476 —298
Second Concurrent Budget 1980 (revised) ........ 525.7 57121 . -41.0
First Concurrent Budget 1981 613.8 613.6 +0.2
Second Concurrent Budget 1981 605.0 6324 274

DEFICITS IN FEDERAL FUNDS AND INTEREST ON THE NATIONAL DEBT FOR FISCAL YEAR 1959-81,

INCLUSIVE
{in biffions of dolars)

Year Receipts Outlays 80&92&_)(& ) Debt interest !
1959 65.8 1.0 =112 18
1960 15.7 149 +08 95
1] OO 152 79.3 -4 93
1962 e s—————— e saates 797 86.6 -69 9.5
1963 : 836 90.1 —6.5 103
1964 87.2 95.8 ~85 11.0
BB5...oooo e s reasa et ensi e 90.9 94.8 -39 118
1966 101.4 106.5 ~-51 12.6
1967 111.8 126.8 -150 14.2
1968.......o et rcsrsr s aesssssesenses s ressees 1147 143.1 —284 15.6
1969 1433 148.8 -55 176
1970 - 143.2 156.3 -131 20.0
1971 1338 163.7 -299 216
1972 148.8 178.1 -293 225
1973 161.4 187.0 -25.6 248
1974 181.2 199.9 —~18.7 30.0
1975.......... 187.5 240.1 ~526 335
| 1/ JO— 201.1 269.9 —638 317
1977 2413 295.8 —-545 42,6
1978 210.5 3320 —~61.5 493
1979 3164 362.4 —46.1 59.8
1980 3509 4187 -618 748
1981 (estimate) 4154 455.8 —404 840

tnterest on gross Federal debl.
Source: Office of Management and Budget fiscal year 1981, Second Concurrent Budget Resolution.

Senator Byrp. The committee will stand in recess.
[Whereupon, at 11:05 a.m., the committee was adjourned.]

O



