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$798 BILLION PUBLIC DEBT

TUESDAY, JULY 11, 1978

U.S. SpraTye,
SuBCOMMITTEE ON
TaxATION AND DEBT MANAGEMENT,
ComMmITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room
2221, Dirksen Senate Office Building, Senator Harry F. Byrd, Jr.
(chairman of the subcommittee), presiding.

Present: Senators Byrd, Jr., of Virginia, and Hansen.

[The committee press release announcing this hearing follows:]

[PRESS RELBDASB)

FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT SETS
HeariNa oN Pusric DEsT

Senator Harry F. Byrd, Jr. (I-Va.), Chairman of the Subcommittee on Taxation,
and Debt Management of the Senate Committee on Finance, announced today
that the Committee has scheduled a hearing on the Administration’s request to
increase the public debt. The Honorable W. Michael Blumenthal, Secretary of the
Treasury, and Ms. Alice M. Rivlin, Director, Congressional Budget Office, will
testify on the public debt at 10 a.m., Tuesday, July 11, 1978, in Room 2212,
Dirksen Senate Office Building.

Senator Byrd noted that the permanent debt limitation under present law is
set at $400 billion, with a temporary additional limit of $352 billion. This tem-
porary debt limit of $752 billion is due to expire July 31, 1978.

Writlen Testimony.—The Subcommittee would be pleased to receive written
testimony 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 double-spaced pages in length and mailed with five (5) copies
bg Julﬁ 21, 1978, to Michael Stern, Staff Director, Committee on Finance, Room
2227, Dirksen Senate Office Building, Washington, D.C. 20510.

Senator BYrp. The committee will come to order. These hearings
will focus on legislation to extend and increase the statutory debt

g

The Federal debt is a consequence of accumulated and accelerated
Federal deficits. Deficit spending is placing our Government in debt
at a rate of $1 billion a week.

Government officials and the Congress would do well to heed the
signal from California. The voters of California were sending &
m e with significance far bewnd the question of property taxes
in California. They were telling Washington that Americans are fed
up. with reckless government deficit spending, bigger government,
hx% taxes at all levels, and the cruel tax of inflation.

ot only in California, but throughout the Nation, voters are
beginning to demand a halt to runaway Federal deficits.

1)
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According to the National Taxpayer's Union, 22 of the required
34 State legislatures have passed a resolution calling for a constitu-
tional convention to consider an amendment requiring a balanced
F O heso oale ti assing rapidly and by wide margins

ese calls for convention are rapidly an wide m .
For example, in Kansas, the ngse vot«f 90yto 19 }t'o approve the
resolution, while the Senate almost unanimously approved it 38 to 2.

Nebraska approved its resolution 29 to 7; Georgia 156 to 11 in the
House, and 52 to 2 in the Senate. Elsewhere the margins-are just as
impressive.

t is time for Washington to act to exercise fiscal discipline. B
hm?obot P Y

Washington, I mean the Congress and the executive branch.
Year after year of excessively higher Federal deficits will cause the

gross public debt to almost double from fiscal year 1972 through the
end of fiscal year 1979. )

The Federal funds deficit, which is the deficit for the day-to-day
operation of the Federal Government, excluding trust funds, is esti-
mated to be at the second highest level in our Nation’s history for
both fiscal years 1978 and 1979,

Excessive Government spending has serious adverse consequences
for our economy and is & major cause of inflation which is eroding the
purchasing power of all Americans.

The adninistration is requesting a statutory debt ceiling of $771
billion for fiscal year 1978 and $851 billion for fiscal year 1979—thus
forecasting an $80 billion increase in the national debt for the up-
coming fiscal year. =~ _ o

I might add at this point also an additional $19 billion for the
remaining 2 months of the current fiscal year.

The committee is pleased to have the Secretary of the Treasury,
the Honorable Michael Blumenthal, here this morning. Secretary
Blumenthal, you are welcome and you may proceed as you wish.

STATEMENT OF MICHAEL BLUMENTHAL, SECRETARY OF THE
TREASURY

Secretary BLuMENTHAL. Thank you, Mr. Chairman.

I appreciate the opportumt?' to appear before you on the three
actions that we are requesting irom the Co: in order to have the
flexibility for the Treasury to proceed in its debt management require-
ment. I have a brief statement, prepared statement, which summarizes
these three actions and I believe speaks for itself. .

They relate first to the need as you have indicated, to raise the
temporary debt limit to $771 billion by September 30 of this year
and to $8561 billion by September 30 of next year. That $851 relates
to the budget resolution approved by the Congress of $849.1 billion.

The second action that we are requesting is to increase the authorit
for the Treasury to issue long-term debt without regard to the 4¥-
percent limit from the present $27 billion to $37 billion. That is to
enable us to continue to go into the market for long-term debt when
conditions are favorable for this investment. We have now issued
about $23 billion compared to the $27 billion limit for this kind of
debt that we are operating on from the Congress.



Third and finally, the Treasury would also renew its request that
the ceiling of 6 percent on interest for savings bonds be lifted. We
don’t require that at the moment, but we would like to have that
ﬂe:;il:nhty.tlt is & request that we have made on & number of occasions
in the past.

May I say in conclusion, Mr. Chairman, that I deplore as much
as you do these increases in the debt limit and the continuing deficit
in the Federal budget. I share with you the concern over this trend.
In looking at the figures over the last several years, I share with you
the concern that they are much too large. I am gratified that I believe
we are making grogress and the President’s dedication to bringing
the budget into balance is strong and firm and I believe that barring
really major unforeseen investments that we will be able to be success-
ful in the next years to achieve that.

Meanwhile the economy is doing reasonably well although the
inflationary pressures are too high and it underlines to me the need
to be very concerned and act very carefully on this debt limit. I can
assu::ﬂfou we will do all we can to work in that direction.

I be happy to answer any questions fyou may have.

Senator BYrp. As I read your statement, for the remaining 2 months
of this current fiscal year the Government will go into the hole by
$19 billion during that period of time and then by an additional $80
billion for the upcoming fiscal year?

Secretary BLUMENTHAL. That is correct.

- Senator BYrp. So in a period of 14 months the Government will
have increased the debt—operated at a deficit of $99 billion.
Secretary BLumENTHAL. That is correct. In that calculation you

are well aware of course, Mr. Chairman, that that does include the

trust funds surplus.

Senator BYrp. That is right. Now, we want to get to that in a mo-
ment. For general operations of government, for the 14-month period
of August and September of this year and going throufh September of
next year the cost of ogeratin the Government will exceed by $¢9
billion the revenue which is to be received for that purpose, namely,
general operations of Government. That is correct, is it not? _

Secretary BLUMBENTHAL. It is in the definition that we use for this;

es.

y Senator Byrp. The reason the deficit figure is different from the

unified ﬁiure which is generally used by the administration and by the

p1ess is that there is a surplus in the trust fund?

Secretary BLuMENTHAL. Correct.

Senator BYrp. As I read the surplus in the trust fund, in the current
fiscal year there is a $12 billion surplus in the trust fund?

Secretary BLUMENTHAL. I have a number of $11.8 billion.

Senator Byrp. $11.8 billion. For simplicitg we could round it off to
$12 billion. Then for the upcoming year there will be a surplus of
$14 billion in the trust funds?

Secretary BLUMENTHAL. $14.5 billion actually.

Senator Byrp. Either year is more or less the same. Of that surplus
you have a surplus of $6 billion in the unemployment trust fund. Is
1t not correct that that is money that is paid entirely by the employers?

Secretary BLuMENTRAL. That is correct.
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Senator Byrp. There is no general revenue in there. It is paid
entirely by the employers? ]

Secretary BLuMENTHAL, That is correct.

.Senator Brrp. Why do you need to maintain that figure of 86
billion when unemployment is being reduced. Why do you need to keep
such a large surplus?

Secretary BLuMENTHAL. We have to build up those funds in order
to have them if and when they are needed, hopefully not for quite a
while but the demands on it have been heavy in past times.

. Wae are gratified that unemployment has been dropping but clearly
it is necessary to rebuild those funds.

Senator Byrp. Then another large item in the trust fund surplus is
$7 billion for Federal ex:?lovees retirement. There again there is no
general taxation involved. That money is put up partially by the
emg;loyees and partially by the Government? :

e

cretary BLUMENTHAL. Yes.

Senator BYrp. So were it not for the $14.6 billion surplus in the
trust funds, then the figure which is being publicized as the deficit
légure, roughly 850 billion, would be that much higher. So the

overnment will really have a deficit in the current fiscal year and in
the upcoming vear of approximately $66 billion insofar as general
operlatigns of Government is concerned leaving out the trust funds
surplus? -

cretary BLuMENTHAL. For fiscal year 1979, Mr, Chairman, if we
take the unified budget deficit fo $48.5 billion and we add to it the
off-budget deficit, we get to a total borrowing from the public of $62
billion and I think that is probably the relevant figure. Actually it is
$48 billion plus the deficit of off-budget Federal entities. Those are the
two main deficit items. That gives us $61 billion which is the extent to
which the Government is in the hole as I would put it.
. Senator Byrp. But the fact is, as both of us agreed earlier, the fact
is you are saying in your statement that the cost of operating the
Government, the general operations of Government will exceed by
$19 billion the revenues during the next 2 months and by $80 billion
the revenues for the following 12 months?

Secretary BLUMENTHAL. Yes; that includes, of course, the cash
balances, that includes the contingency reserve that we normally
provide for and that is somewhat different from the actual deficit
that we anticipate.

Senator BYrp. The Treasury may have different figures—and I don’t
have the precise figure, in my head but my Fuess is that there has
never been a 14-month period in the history of our country where we
have had a $99 billion increase in the national debt over that short
geriod of time. If the Treasury had different figures, I will be glad to

ave them put in the record.

Secretary BLUMENTHAL. I don’t have it for a 14-month period, Mr.
Chairman. That may well be correct. I do know that the worst year
from that point of view as a year was 1976. We had then a Federal
funds deficit of $69 billion. We had a unified budgs* deficit of $66
billion compared to $48.5 billion. Total borrowing from the public in
1976 was almost $83 billion. We are anticipating $62 billion in 1979,
so we compare favorably to 1976 but to no other year.
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But that is scant comfort. I don’t mention that in order to praise
our performance but rather that gives it on a year by year basis. You
may well be right for that garticular 14-month period, it is a record.
I hope not but it may well be.

Senator Byrp. I think you are right. We can scarcely take comfort
in being compared favorably with the worst year in history.

In mentioning the trust fund, it brings to mind social security of
course. Senator n%, as chairman of the Finance Committee, stated
many times that he felt it would be very undesirable to finance social
security benefits from the general funds or from what he called printing
press money since there is no surplus in the Treasury and payments
can be made only through what he called printing press money.

Could you give the committee your view on that as to what would
be the wisest and most appropriate approach?

Secretary BLuMENTHAL. There have been a number of suggestions
that this year there be a change in the method of financing, that there
be a reduction in social security taxes this year to be possibly made
up with some general revenues. The administration’s position has been
that that is not desirable at this time. I stron§ly support that. It is
my view that if we take another look at social security financing in
the future, that we should rely on raising the resources that we need
through taxation unless there are some velg' special circumstances.

I think their information is that as we do that we need to look at
not only the long-term demands on the system but also the amount of
benefits that are received, how they are increasing, the coverage—
there are gaps in the coverage—and I would think if we look at the
financing 1n the context of the demands on the system, the benefits
that are received and the coverage, it would be my hope that we can
try to do that without going to general revenue financing. But I am
not really in a position to suggest at this time, Mr. Chairman, what
the administration would propose in the context of such a revenue. I
am clear that we do not wish to change that and go to general revenue
financing this year.

Senator BYrp. It seems to me the social security program is probably
more important to more people than any otherprogramin Government.
I feel we have a deep obligation to handle that program in a way that
when individuals retire that there will be money available to take care
of their retirement obligations. I assume you have no quarrel with
Senator Long’s description that if we do attempt to pay social security
out of the general revenues under existing conditions it would be in
effect printmﬁ press money that we would be using?

Secretary BLuMENTHAL. Certainly as long as we have a deficit and
we use general revenue in a period in which we are sub: tantially in
deficit, some share of the general revenues are derived from this
deficit financing. I think that is correct. '

Wae recently published—I am one of the social security trustees as
you know, together with the Secretaries of HEW and Labor—we
recently published our re?ort and we did indicate at the present time
we consider the health of the social security fund to be adequate so
that people are able to look with some assurance to these funds as
being adequate to provide the resources to pay their benefits when the
time comes for retirement. So we are in pretty good shape at the
moment.

31-488 0O~ 18 -2
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Senator Byrp. Had it not been for the action Congress took last
year I assume these funds would be in a very adverse condition.
_Secretary BLumENTHAL. The Congress I think, after careful con-
sideration, voted increases rather than going to general revenue
financing. The President indicated he found that approach acceptable
a}rlxd g;?it is the one we are operating under and it should not be lightly
changed.
Senator BYrp. I feel the same way. I just think the program is so
vitally important to so many people.
_ I_;tet me read you a statement and see whether you might concur
in it.
If the Federal Reserve takes the restraint off and lets the money be printed
then, sure, there could be lower interest rates for a while but then there would be
a terrible {nflation and disaster.

Would you comment on that statement?

B I n(xiight say it was made by Chairman Miller of the Federal Reserve
oard.

Secretary BLUMENTHAL. I think as a general statement that clearly
is correct. In other words, the argument that the Federal Reserve
really does not need to worry about the degree to which credit is
created and that restraints by the Federal Reserve under all circum-
stances are inflationary and therefore should be avoided clearly is only
one side of the coin and I agree with the chairman that in the longer
run it would mean more infla:ion and probably or almost certainly a
severe downturn in the end.

I think the question is not either/for but the question is to what
d:ﬁree the Federal Reserve acts to restrain credit and that is a very
difficult problem for the members of that Board, for the Open Market
Committee and for the chairman, and I don’t suppose anybody
suggest that they not restrain at all in this period. I guess it is the
degree to which they do so that most of the debate is about.

nator BYrp. And the degree to which they must do so depends
to a great extent on the fiscal policies of Government, does it not, and
the extent of the deficits that will be created i)y the Federal
Government?

Secretary BLUMENTHAL. 1 think there is no doubt, Mr. Chairman,
that to the extent to which the Government in a period of inflation
exercises fiscal restraint, to that extent the economy will not overheat
and to that extent it will be possible for the Federal Reserve obviously
to follow more relaxed monetary policies.

1f the Federal- Government does not exercise fiscal restraint it
puts additional pressure on monetary policies. For this reason Presi-
dent Carter, who well recognizes that has in fact ordered us to employ
a policy of considerable fiscal restraint for fiscal 1979 and fiscal 1980
and we are as you know, actively at work implementing that policy.

Senator BYrp. The trouble with that is that facts show spending
in this fiscal wr for example, is increa,sing, has increased more than
12 percent. elve-percent increase in (Government spending this
fiscal year of 1978. The new budget calls for increase in spending of
more than 10 percent. I don’t know whether you cell that restraint
or not. 1 don’t think I could call it restraint.

Secretary BLuMENTHAL. 1 think an analysis, Mr. Chairman, of
this budget, and of the mandated increases that are required, indicates
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the severe limitations on the administration in moving very rapidly,
as rapidly as we would all like, in order to get that spending number
down. This relates to the fact that there are many programs voted by
fhe lCongress that are mandated and that require certain spending
evels. -

Actually spending has been reduced. The President is seekin(F to
reduce it to the maximum extent possible in 1979. We started off
with a deficit figure that would have been around $60 billion. We are
down to $48 and a half billion.

Senator BYrp. That is only because you reduced the tax reduction?

Secretary BLuMENTHAL. No.

Senator BYrRp. You did not reduce spending.

Secretary BLUMENTHAL. Not only the tax reduction Mr. Chairman.
There has been also less spending than we anticipated. We have
reduced our ?ending estimates. Really it is a combination of ssveral
factors, including, on the one hand, the postponement and the reduc-
tion of the tax recommendations that we have made. :

It is, second, the spending shortfall and the restraint on spending.
It is, third, changes as to estimated revenues that will be coming in.
So it is a combination of three or four different factors which together
give us this lower figure of $48 and a half billion in the deficit. There
18 & fair amount of spending restraint in there.

Senator Byrp. Mainly it is coming from a J)ostponement or reduc-
tion in the amount of taxes that you planned to reduce, presumably
for the benefit of the taxpayers.

Secretary BLumMeNnTHAL. That is part of it. Let me give you one
example, Mr. Chairman, of the kinds of problems that we run into.
At a recent hearing before you at which I appeared—this was in
connection with the capital gains tax issue—you will recall that one
of the members of the committee raised with me the question that the
travel costs of the Treasury had risen by a fair amount. 1 think he
used the figure of roughly 20 percent. 1t was a rather large amount.

This shocked me and 1 went back after the hearing to investigate in
some detail what the sources of this increase were because it seemed on
the surface to be excessive. 1 found, Mr. Chairman, that most of that
was due to the fact that the Congress had voted an increase in the
mileage allowance, so it was a mechanical calculation in effect derived
grqn; the fact that there was a cent and a half additional allowance for

riving.

There had been voted an increase in the per diem allowance so
people traveling no more than they did before were getting a %:eater
per diem, reflecting the inflation. This is where inflation really has its
mmpact.

n addition to which, of course, airline fares have gone up during
this period and it was really not so much that we were traveling more -
or being in any way lavish in that part of our activity, it was merely
that the changes that have been agreed to in the Government caused
this kind of increase. - .

This is & very disturbing factor, but it shows in a small way—this
is & very small amount in overall terms—how difficult it is for us to
control that.

Now, you can say that why don’t you just travel less and try to
make up the inflationary impact caused by higher car costs, travel



costs, hotel, airlines, and so forth. We are a service agency. The
Internal Revenue Service and the Customs Service perform important
functions that, first of all, gain revenue and secondly are for the benefit
of the average citizen. It provides advice on taxes, and is of assistance
on various matters to our businessmen in exporting and facilitating
the products that come in. If we try to restrict that service we hear
from the Congress immediately, as you well know, and we hear from
the citizens and the taxapyers, so we have to maintain—even if we
don’t increase it—the same level of service.

The same level of service causes these kinds of increases. It shows
your concern about inflation is very, very well founded, for only if we
control inflation are we able to control these costs.

Senator Byrb. Inflation of course affects Government adversely in
many ways, just as it does the average citizen, but on the other hand,
i8 it not correct the Government gains from inflation in that for every 1
percent increase in inflation, the Government gains the revenues of 1.6
percent. No one has an overall gain because it does have disadvantages
to the Government as you expressed there when you mentionedaﬁle
travel cost.

Secretary BLuMENTHAL. On the one hand the Government gains.
On the other hand, the Government loses, for many of the payments
that the Government makes are indexed. Apart from the kind of
payments that you referred to, travel costs are indexed, as well as
veterans payments and social security benefits, and in a variety of
other ways inflation means the Government has to pay more, including
its salaries. On balance I don’t really believe anybody gains.

I think the Government loses because inflation then also causes a
downturn in economic activity and that is what causes our deficit to
increase even more.

Senator Byrp. Everyone loses by inflation as I see it.

Secretary BLUMENTHAL. Absolutely.

Senator Byrp. It seems to me that inflation is the most dangerous
problen: facing our country today.

Secretary BLumENTHAL. I agree. _
Senator BYrp. I believe in looking forward rather than looking back.

I realize that so far as what has been done in the past is concerned,
that is water over the dam but I don’t think we are going to improve
things much if the Government continues to accelerate its own spend-
ing at the rate of some 12 percent this year, and a minimum of 10
percent next year. Another interesting aspect is that the national
debt has doubled since 1972. That to me is an astonishing figure.

Of our total national debt, one-half has been created in 7 Kears and
the other one-half created in 150 years or whatever it might be, in-
cludi hting the War Between the States, the Spanish-American
War, World Wgar I, World War II, the Korean war, and most of the
Vietnam war during that period of time. )

I have read the speeches by various administration officials about
how interested the Carter administration is in holding down spending
and getting a balanced budget. But we are getting further and further
away from a balanced budget. The deficits are accelerating. They are
not decreasin}g. _

SecretarK‘ LuMENTHAL. That statement I hope we will be able to
disprove, Mr. Chairman. I certainly fervently hope and expect so
because we are reducing the deficit somewhat in 1979 over 1978. From



the planning that is going on, I think I could say with virtual certainty
that there will be a significant reduction in the deficit in fiscal 1980.

Woe are beginning to work on that and, of course, the President has
said that he wishes to try to bring the budget to balance by 1981 and
I certainly hope he will come reasonably close to that.

So that we are, at the moment, on the right track to get that down.
And I think the increases in the deficit are precluded, that is, short
of a very major disaster in the economy, and I don’t expect that to

happen. :
genator Byrp. I think you miﬁht be correct in that you may not
exceed the deficits of 1976, which was the all-time high. But except
for that, you have a long way to go to get down to what the deficits
were—to even what they were in the Johnson administration. And
thg}; were high. _

cretary BLUMENTHAL. The present 1979 unified budget deficit
ﬁ.ﬁre of $48.5 billion is somewhat lower than that of 1978, of $51.1
billion, as we estimate it now.

Senator Byrp. It is close.

Secretary BLuMENTHAL. Close, but somewhat lower.

Senator Byrp. I think it is of some importance you are only doing
that by-tak'm‘g advantage of the trust fund where the moneys are
being paid in for a specific 'Furgose and cannot be used for the general
operation of government. The large surplus being created in the trust
funds are paid mainly by business which is paying into the unemploy-
ment fund, which has been built up to a big surplus now, and by civil
service retirement fund. You are using that to offset the tremendous
increase in the deficit for the general operations of Government.

Secretary BLUMENTHAL. I think you get here into the sort of defini-
tional questions of what is the deficit %ure that really measures the
extent to which the Government is spending more than it is taking in.

I would say the correct figure to measure that is the unified budget
deficit—that is the one I was referring to. One should add in the off-
budget borrowing as well, and take those two together.

Senator Byrp. That is another how many billion?

Secretary BLuMENTHAL. $12.9 billion as compared to $11 billion in
1978. We have to be careful because we have changes in cash balances,
and so forth, but essentially, it is $12.9 billion compared to $11 billion.
That has to be added in.

Senator Byro. Maybe what happened in California will eventually
be heard in Washington. It takes a little while for the news to travel
3,000 miles, I guess I am hopeful that those individuals who are draw-
ing up our next budget will go out to California. I just got back from
California.

Secretary BLuMENTHAL. So did I, Mr. Chairman. Just yesterday.

Senator BYrp. I am sorry we didn’t go together.

Secretary BLumMENTHAL. Everybody asked me out there whether
the message was being heard, and I said I thought that it was. Everg'-
body also asked me what the impact on the Federal budget of the
proposition 13 was likely to be, and whether we would find a way to
give that money back to California.

I indicated that we were not really sure ye. what it would be,
}mt that it would mean some slight increase in revenues from Cali-

ornia.
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Senator Byrp. I was hoginﬁ you would say it would mean some
reductions in spending by the Federal Government.

Incidentally, I think this is rather astonishing. The State of Cali-
fornia just last week, when you and I were in California, passed the
new budget and it has an actual dollar reduction for the first time in
17 years. It can be done. It can be done on a Federal level if the
Congress and the President are so determined to do it. But it has to
be done by both of them working together.

One can’t do it without the cooperation and the help of the other.

Secretary BLUMENTHAL. Of course, they are in a somewhat more
fortunate position in that they had an accumulated surplus that they
can work off and they, I thmi’ , have an annual surplus that they can
take into account.

Senator Byrp. They are in a much more fortunate position than the
Federal Government. As a matter of fact, there is no State in the
Union that is in as bad a financial condition as the Federal Gov-
ernment. Would you agree with that statement or not?

. Secretary BLuMENTHAL. As measured by the deficit, that certainly
18 true.

Senator BYrp. And there is no city, including New York, that is
in worse financial condition than the Federal Government.

Secretary BLuMENTHAL. If you take the deficit as a measure that
is certainly true, but if you relate that deficit to other things, it is not
quite as bad for the Federal Government.

In other words, if you take spending as a Eercentage of GNP,
the President has, as you know, indicated that he wants to get that
down to 21 percent of GNP.

We are moving in that direction. We are reducing that percentage.
Even if you take taxes as a percentage of personal income, they-are
coming down somewhat, s0o we are improving our financial position.

I hope that that will be reflected in the kinds of buoyant economic
activity that will enable us to get that deficit down and the budget
into balance.

Senator Byrp. If taxes are coming down, I don’t believe tha public
generally realizes it.

Secretary BLuMENTHAL. The public, understandably, feels that
taxes are too high. They are too high in many ways. Sometimes
people feel taxes are higher than they really are, but that is under-
standable, too.

I was at a town meeting, Mr. Chairman, in California and we
discussed the tax legislation and one of the people in the town meeting
su%;gested that there be a vote on whether taxes on business ought
to be reduced within a $20 billion tax bill. And so, there was a vote,
a show of hands on whether taxes on business ought to be reduced or
taxes for individuals ought to be reduced, and it split very evenly.

Fifty percent of about 400 people there—50 perceut wanted taxes
on business reduced, 560 percent wanted taxes on individuals reduced.
Then, I asked whether t ey wanted taxes on both reduced, and 100
percent raised their hands, including myself.

Everybody thinks taxes are too high and they want them all
reduced. Tl:g don’t necessari(liy want all the services reduced, so we
do have a difficult problem to deal with.

Senator Byrp. I do believe, thouﬁh, most people feel, maybe
wrongly—I think rightly—that we have too much Government.
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Government is trying to do too many things for too many people,
trying to get into too many matters that Government oug t not to
get into and as long as we continue doing that, then the deficit, the
spendinf is going to increase. )

It will either be financed by inflation or it will be financed by more
taxes. It is the only way you can do it, isn’t it?

Secretary BLuMENTHAL. That is correct. That is the general feeling.

Senator BYrp. You can do it through printing press money, but
that, in effect, is doing it through inflation, 18 it not?

Secretary BLUMENTHAL. Yes, sir.

Senator BYrp. Let me ask you this: It has been estimated $45
billion in net new cash must be raised publicly during the second
half of this year. As I understand it, this is the second largest cash
borrowing by the Treasury, is that correct?

Is my understanding of that correct?

Secretary BLuMENTHAL. It is the second lar%est. The amount of
borrowing in the second half of the year—the figure I remember is
about $33 billion which is very large, also.

Senator BYrp. In any case, it is the second largest borrowing
that Government has had to do in a 6-month period.

Secretary BLuMENTHAL. Right. It is the largest half-year borrowing
since the fiscal year 1976.

Senator Byrp. That, in itself, is not very encouraging, it seems to
me. :

Secretary BLUMENTHAL. That is right. It is of concern. I think we
have to bear in mind that fortunately, the economy has been growing,
is growing from year to year, and that therefore, the sources of funds
are also increasing and therefore, while it is a large mount relating
the credit demands of the Government to total credit demands, we
are not really qureciably out of line with the previous year, and
certainly, not with, again, that awful year of 1976.

So, we think it can be managed without any undue difficulty, but
it is a large amount.

Senator Byrp. And I assume it is correct that the more the Govern-
ment goes into the money market, the greater the pressure there is on
interest rates.

Secretary BLuMENTHAL. That has to be related, Mr. Chairman,
to the total supplies, total sources of funds available in the market
and the total demands on it.

Actually, for 1978, the credit demands of the Federal Government,
as 83 percentage of the total, are down over 1977, over 1976, and over-
1975.

Let me give you the figures. In 1975, the Federal Government
accounted for 38 percent of the total credit demands, 38.7 percent.
That dropped to 22.2 percent in 1976, 14.1 percent in 1977, and to,
we estimate, 12.9 percent for the total year of 1978.

Now, those figures have to be interpreted somewhat because,
obviously, total credit demands in 1975, & deep recession year, were
much, much lower than they are now. So, the private sector was not
really that heavily in the market demanding credit. .

Nevertheless, the direction in that regard has been encouraging
and Federal Government credit demands, therefore, are not excessive
in 1978, although the second half is greater than the first.
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Senator Byrp. In the second half, you mentioned $33 billion. I
assume that is new money that you are speaking of?

Secretary BuumenTHAL. That is new money, that is right.

Senator BYrp. But then, is it not correct that on top of that, you
would need another $10 to $12 billion for sesurities which will mature?

Secretary BLumMENTHAL. This includes refinancing, Mr. Chairman.
It is the total financing requirements of the Federal Government.
Refinancing and additional. »

Senator Byrp. Is not the Treasury preparing to sell some $7 billion
which will fall due either this month or in early August?

Secretary BLumMENTHAL. Mr. Chairman, I would like to correct
that statement. There is an error here. You are quite right. The $33
billion is only new money. You are correct. The refinancing annually
is about $175 billion. I don’t have the exact number for the second
half, so, obviously, that is only the new money.

Senator Byrp. 6nly the new money.

Secretary BLUMENTHAL. Yes.

Senator Byrp. Thank you. That is what I had thought.

I think one matter of concern—and it ties in with the need to
increase the debt ceiling—is the fact that in one Department of
Government, the Inspector General of that Department, HEW, on
April 3 of this year, issued a formal report in which he stated between
$6.3 and $7.4 billion was misspent last ;Ir‘ear by HEW; mlsspéent through
waste, mismanagement, and fraud. That 1s an official Government
report from the Inspector General of that one Department. Yet—
maybe I missed it—if it is available, I would like to put it in the
record—] have not seen any administration official condemn that.
You are closer to it than I am. Ma.f'be you have seen and heard
remarks that I have not heard, but I have not seen, in the public
press, that any official has condemned it.

Secretary BLUMENTHAL. Mr. Chairman, I am not, at the moment,
able to cite a public statement, although I am sure there have been
some binthe administration,”and particularly lg' Secretary Califano.

I do know that the President and Secretary Califano are most con-
cerned about the inefficient use of these funds in HEW and that they
are doing their best to correct whatever sources of inefficiencies that

exist.

I will be glad to I-fet a statement on 'that. '
hSe.;mtor YRD. Has the President made any publi: statement on
that

Secretary BLUMENTHAL. 1 am nor aware. ) _

Senator Byrp. Mr. Califano has, and it was a most interesting
public statement. He said the Inspector General was not totally cor-
rect, that it was only $6 billion which was misspent through waste,
mismanagement, and fraud.

Secretary BLumENTHAL. Did he say anything with regard to the
$6 billion? I am sure he does not like it. )

Senator Byrp. He did not indicate any affirmative action that he
was taking to (s)rotect the taxpayers on that $6 billion? Incidentally,
the Inspector General said the $6.3 to $7.4 was a conservative estimate.
The only quarrel that Secretary Califano and the Inspector General
seemed to have is a matter of whether it is a little more than $6 billion
or $6 billion, but in any case, it is a huge amount of money. It is twice
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as much as all the taxpayers in the State of Virginia—the 12th largest
State in the Union—pay in to your Treasury.

I must say that it is a discouraging thing when something like that
happens and the administration in charge of the Government accepts
it and says little or nothing in regard to it.

If you do run it to any statements, I would be glad to have them
inserted in the record.

Secretary BLuMENTHAL. I will.

Senator Byrp. Thank you very much, Mr. Secretary. I appreciate
your being here today.

Secretary BLumeNTHAL. Thank you, Mr. Chairman.

Senator Byrp. Mr. Secretary, we may have a few questions for the
record if that is satisfactory to you.

Secretary BLuMENTHAL. Right.

(The prepared statement of Secretary Blumenthal and answers to
Senator Byrd’s questions follow:] -

STATEMENT oF THE HoN. W. MICEAEL BLUMENTHAL, SECRETARY OF THE
TREABURY

Mr. Chairman and members of the committee: I am pleased to be here today
to adgglegyou of the Treasury’s debt management requirements through the fiscal
year X -

The present temporar{ debt limit of $752 billion will expire at the end of this
month, and the debt limit will then revert to the permanent ceiling of $400 billion.
Legislative action bg July 31 will be necessary, therefore, to permit the Treasury
to borrow to refund securities maturing after July 31 and to raise new cash to
finance the estimated deficits in the budgets approved by Congress for the fiscal
years 1978 and 1979.

In addition, to permit the Treasury to continue borrowing in the long-term
market, it will be necessary to increase the $27 billion limit on the amount of bonds
which we may issue without regard to the 4% percent interest rate ceiling on
Treasury bond issues.

Finally, we are repeating our earlier request for authority to permit the Secre-
tary of the Treasury, with the approval of the President, to change the interest

rate on U.S. Savings Bonds if that should become necessary to assure a fa.r rate
of return to savings bond investors.

DEBT LIMIT

Turning first to the debt limit, our current estimates of the amounts of debt
subject to limit at the end of each month through the fiscal years 1678 and 1979
are shown in the attached table. The table indictates that the debt subject to limit
will increase to $768 billion on Sertember 30, 1978, and to $848 billion on Septem-
ber 30, 1979, assuming a $15 billion cash balance on those dates. The ususl $3
billion margin for contingencies would raise these amounts to $771 billion on Se
tember 30, 1978, and $851 billion on September 30, 1979. Thus, the present debt
limit of $752 billlon would need to be increased by $19 billion to meet our financing
requirements through the remainder of fiscal 1978 and by an additional $80 billion
to meet the requirements in fiscal 1979. The amount of the debt subject to limit
approved by Congress in the May 1978 Budget Resolution is $849.1 billion.

BOND AUTHORITY : -

I would like to turn now to our flscal 1979 need for an increase in the Treasury’s
authority to issue long-term securities in the market without regard to the 4%
Fercent ceiling. This limit has been increased a number of times, and in the debt
imit act of October 4, 1977, it was increased from $17 billion to the current level
of $27 billion. To meet our requirements in the fiscal year 1979, the limit should
be increaged to $37 billion.

The Treasury to date has used almost $23 billion of the $27 billion authority,
which leaves the amount of unused authority at about $4 billion. While the timing
and amounts of future bond issues will depend on prevailing market conditions, a

3408 O -7 -3
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$10 billion increase in the bond authority would permit the Treasury to continue
its recent pattern of bond issues throughout fiscal year 1979 and achieve a better
balance in the maturity structure of the debt.

BAVINGS BONDS

In recent years, Treasury has recommended frequently that Con re
the ceiling on the rate of interest that the.Treasury may gay on d.S. Savr:d
Bonds. The current ?lgercent statutory ceiling was enacted by Con in 1970.
Prior to 1970 the ceiling had been increased many times as market rates of in-
terest rose and it became clear that an increase in the savin? bond interest rate
was necessary to provide investors in savings bonds with a fair rate of return.

Mr. Chairman, we do not feel that an increase in the interest rate on savings
bonds is necessary today. Yet, we are concerned that the present requirement for
legislation to cover each increase in the rate does not provide sufficient flexibility
to adjust the rate in response to changing market conditions. The delays en-
countered in the legislative process could result in inequities to savings bond pur-
chasers and holders as market interest rates rise on competing forms of savings.

Furthermore, Treasury relies on the savingnbond pro as an important and
relatively stable source of long-term funds, that basis, we are concerned that
participants in the payroll savings plans and other savings bond purchasers might
drop out of the pr:fram if the interest rate were not maintained at a level reason-
ably competitive with comparable forms of savings.

y increase in the savings bond interest rate by the Treasury would con-
tinue to be subject to the provision in existing law which requires approval of the
President. Also, the Treasury would, of course, give very careful consideration to
the effect of any increase in the savings bond interest rate on the flow of savings
to banks and thrift institutions.

I will be happy to try to answer questions.

ESTIMATED PUBLIC DEBT SUBJECT TO LIMITATION

{In biftions of dollsrs}
With With
Public debt $3,000,000,000 Public debt $3,000,000,000
sub‘oct to margin for subject to margin for
Imitt  contingencies timitt  contingencies

1978

July3l....ceeenn.... %5 758 794 797
I T 2 | W 766 769 805 808
&tt. 30..ceceeennennn 768 m 817 820
) S m m 821 824
Nov.30......coee.oe %1 ™ 80% 812
Dec.3).ceeeeeee 793 7% 827 830
821 ]}
829 832
843 846
us 881

T i, B BT S
! ] 3 m ,000, ., n 1, 0N, ]
1079, assuming 8 constant Treasury cash bslance of $15,000,000,000;

ADpDITIONAL INFORMATION REQUESTED BY HARRY F. BYRD, JR. FOR THE RECORD

T (l} Please furnish the Subcommittee with an updated version of the attached
a “I

(2) One of the big issues surrounding the national debt is the extent to which
Treasury borrowing will ‘““crowd out” other borrowing. Please submit the total
volume of Treasury borrowing in F/Y’s 1978 and 1979, and cott:fmre this Treasu:ﬂ
&rrowlng with the total funds to be raised in U.S. capital markets by

rrowers.

(3) Please submit the total funds held by foreign investors and the amount and
&ercea)t of these funds which is held by foreign official accounts and by other

vestors.

(4) In addition to the g:blic debt, there is also debt of off-budget government
agencies. Please furnish the ownership of this off-budget debt.
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Interest rates used to estimate inlerest on the public debt for fiscal 1078 and 1979
(as pranmdmthamd-mmn%ojm m«:\ :

Maturity:
13 4

J mymaon market yields prevatling in June 1978,

ESTIMATED FUNDS TO BE RAISED IN U.S. CAPITAL MARKETS
[Ooliar amounts in dillions}

Total Tressy percent

v of totel
FIoce] YOUT 1978 e oo cceeeemeeoecem oo e mmeman 9 .9 12,
Fiscal year 1819, - oo o T 1] i "

Source: U.S. Treasury Department (July 1978).
FOREIGN HOLDINGS OF TREASURY PUBLIC DEBT SECURITIES, MAY 31, 1978

Amount
(biltions) Percent
Fonlgn and internstional official accounts................... . $117.0 9.7
T O 27 2.3
TO. e e e cecccarcac e e cccaccerescercrcareacassernanasseonnnanananee 119.7 100, 0

Source: U.S. Treasury Department (July 1978).

Major foreign holders of Treasury public debt securities, April 80, 1978
(Millions)

p ,
Netherlands. - - - - o oo e ——— 2,791

Switzerland. L cec———————m 7, 865
United Kingdom. - o o e —— e 9, 4656
Inte&gtional and regional. - ... e rre————————— 5, 742

TObALe o e e e e e e e e e e e e e e e e e e e e e e 120, 407
Source: Office of the Secretary of the Treasury, Office of Government Financing, June 27, 1078.

MATURITY DISTRIBUTION OF FOREIGN HOLDINGS OF TREASURY PUBLIC DEBT SECURITIES, APR, 30, 1978

{in miltions of doliars)

Years to maturity Marketable Nonmarketable Total
UNBOL L Yr.a e ccceceeeceenncacccnconanccacoscansmonnnnnnne 68, 596 8,767 77, %63
25, 12, 365
B0 10y oo e &9 % g
OV I YT, . eeuecacaicmcrncecesannceesnannnaasscassssennonannans [ R,

Totel...ueneannne ———— Seeessvanee - 96, 225 24,182 120, 407

Source: Offica of the Secretary of the Tressury, Office of Government Financing, June 27, 1978,
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OWNERSHIP OF FEDERAL AGENCY DEBT, MAY 81, 1978

[In mitions of dollsrs) -
Federal
Mnm.o.g
Agency Outstanding sccounts  Privately held
E tsescsesccecsassassrosrerrerconrnasonnnnannanan
3.°“fa H&nodnfa Admini B % 2; e
lonal Mortgs, 3.;01 R 6;’ 2, %
Tennesses V. "'AM ' """"""" 1,825 ... 1,
olh.y. ................................................. 936 110 826
L[, RN 9,814 2,04 7,781

1 Postal Service In an off-budget sgency.
? Induda Defenss and Com't::urd family housing mortgages.

~Figures mayntoddtohhlsdmbrou nding.
of the Secretary of the Treasury, Office of Government Financing, June 29, 1978,

TRUST FUND RECEIPTS, OUTLAYS, AND SURPLUS OR DEFICIT, FISCAL YEARS 1978 AND 1979

{In biltions of dotlars)
1978 estimate 1979 estimate
Surplus or Surplus or
Description Receipts  Outlays doﬁgl (=) Receipts Outlays doﬁc’it (-)
Federsl oid-age and survivors, and disebili
insurance tr.u:tl m......-.............'?. 8.8 94.2 ~4.4 102.4 104.1 -1.7
HesR Y insursnce trust funds. ................. 2.1 25.2 2.4 3. 8 2.5 2.3
State and local government fiscel sssistance
fund 6.9 6.8 (? 6.9 6.9 (12
15.0 11.3 3. 16.1 1.9 4,
4.0 4.1 -.1 4.0 4.3 -.3
17.9 11.0 6.9 19.5 12.3 1.2
1.5 1 .4 1.3 1.1 .2
1.6 6. 1.5 8.0 7.1 .9
7.9 [ -.3 9.4 9.5 -1
1.0 0. .3 1.0 .8 .2
1.0 -~0.3 1.4 1.2 -5 1.7
............................. 180.2 168.5 11.8 201.7 1872.1 14.6
lamfund mnuctlo ............... -1.6 o 1 SR, ~1.4 B UL JPS
Proprietary recelpts from the publlc...- -8.9 -8, -10.5 <105 ............
Recelpts from off-budget Feders! -1.2 - =12 -2 e
T e ecceceecceeceeaccecnaaeee 168.4 156.7 188.6 174.0 14.6
1 Less than $50,000,000.
Note: Includes proposed legisiation as follows:
1978 estimate 1979 estimate

S
Recelpts  Outlays dc'gc'}]t"(.—o; Receipts  Outlays douﬁ':%{"(’-‘-’)r

Foderal old-age and wtvlvon. and dis-
ability insurance trust funds

i s @

.--—------;;an-l.. - - — Secesseovse .

flmdafl:'. .!".'ff-ff;d ..u?ﬁ ....... ?E ................................. ) “) ()
* Loss than $50,000,000.

, lSog. 4.0 ree: Office of Management and Budget. 1978 and 1979 estimstes are from the Mid-Sesslon Review of the Budget,
uly
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The national dedt in the 20ih century !: Tolals at the end of fiscal years
(Rounded to the nearest billion dollars)

1 Gross Federal debt.
2 Estimated figures.

Source: Office of Management and Budget (July 1678).
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DEFICITS IN FEDERAL FUNDS AND INTEREST ON THE NATIONAL DEST FOR FISCAL YEARS 1950 TO 1978, INCLUSIVE
[Propered by U.S. Senstor Harry F. Byrd, Jr., of Virginia; In billions of deflers]

of
Yoor Becoips  Ovtiays “TaebSt 05 Debt intersst
6.8 . - 7.
% 2 5 8
782 3 X Y
N7 %4 r Hy
8 0.1 " y o
9.2 %8 | I
HE 4 o I
1004 1065 o 2
18 s Bt i
17 109 -y T
1.3 a8 Y .
¥ 153 =3 e
198 mi 'y 2.
16,4 19,0 4 i
1012 1999 it 3.
17,5 240.0 e Y
2001 9.9 2809 37,
541 6.1 o 8.3
2413 259 “as 2
294 322 o 2§ o,
2.3 ¥4 ey 5.

1 [nterest on gross Federal debt.
Source: Office of Management and Budget, (July 1978),

ANALYSIS OF FEDERAL RECEIPTS AND EXPENDITURES, FISCAL YEARS 1970-79
{Prepared by Senator Harry F. Byrd, Jr., of Virginla, July 1978; in billions of dotars]

1970 1971 1972 1973 1974 1975 1976 TQ 1877 1978 1979t

RECEIPTS

Individual income taxes. .........c.cue..... 90 8 95 103 119 122 132 39 158 182 200
Corporste income toxes........ccceeee..... 3 27 R % ¥ 4 4 8 59 61
Subtotal, income taxes.... .......... 123 113 126 136 158 163 173 47 213 241 261
Excise taxes (excluding trust funds) 11 10 11 10 10 9 1 3 10 10 16
Eststeand gt ... ... ... 4 4 5 [ s 5 5 1 7 5 6
Customs........ccuccecucenaccananconncns 2 3 3 3 3 4 4 1 5 6 ?
Misce'lanecus Federal funds................ 3 4 4 4 5 7 ] 2 7 7 9
Total, Federal fund recelpts. . ........ 143 134 149 161 18F 188 201 54 241 269 298

Trust funds (social security and highway,
otc.) loss interfund tren $eeerccnnenn §1 84 60 71 &4 9 99 28 116 132 1%
) (1 O 194 188 209 232 265 281 300 & 358 401 448

EXPENDITURES

Foderal funds........occeecenneenncarcnnas 156 364 178 187 200 240 270 65 296 32 361
Trust funds (ess interfund transactions)..... 40 48 54 60 720 86 9% 0 107 120 135
) [ TN 197 211 232 247 270 326 366 95 403 452 /97

Unified budget surplus (+) or deficit
S TR -3 =23 =23 ~15 =5 ~45 -66 ~]3 45 51 48
r.‘S«’-l funds defieit...... T oTTTD -3 -3 ~29 -25 ~19 -53 -6 -1l -55 —-63 -—63

1 Estimated figures.

Source: Office of Management and Budget July 1978,
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GROSS NATIONAL PRODUCT
{Prepered by U.S. Seastor Herry F. Byrd, Jr., of Virginla, July 1978; in bittions of doilars]

i
Yoor Raw figure ret
I902....ceeeeceneceecnacenrrressosnenasesaressnsosnesssannarsncasverancnsasans - 1,111 1,17
7.2 Y 1,307 1,235
1 1,413 1,214
7 - T 1,518 1,192
T8, receacieacsacsccesssannncsanacecasansasscnonacasasracsannaansasns 1,2 1,275
{.1;7“‘6 ...................................................................... ;‘. X ‘l.gzl
179 uum:ZIZ:ZIZIZIIZIIII:III:IZI:ZIZI:ZIIIIIIIZIZIZIIIIIIIIZIIZIZZ 3,3 1,453

1 To sccount for inflation; Adjusted to 1972 doliars.
Source: Office of Management and Budul.»~

1.8, GOLD HOLDINGS, TOTAL U.S. RESERVE ASSETS, AND U.S. GOVERNMENT LIQUID LIABILITIES TO FOREIGNERS
[Prepsred by U.S. Senstor Harry F. Byrd, Jr., of Virginla; selected periods in biilions of dollars)

Gold Totst - Liquid
holdings assets thb'im!u

End of World War 1l.c e oeeeneeeeeemeneeeeecnesanseansacnennan 20.1 2.1 g.
3, 1989, .. 19.5 21.5 19,
Dec. 31, 1970 - . 11 1.5 47,
Dec. 31, 1978 oo . 1.7 14.4 9.
Dec. 31, M974. s 1.7 15,9 119,
Dec. 31, 1975, - 11.6 16.2 126.
Dec. 31, 1876, .o, 11.6 18.7 151,
une 30, 1977, s 1.7 19,2 163.
31, 1970 11.7 19,3 192,
May 3), 1978 . 1.7 19.0 205,

NREERINOROLO

Source: U.S. Tressury Department (July 1978).

Senator BYrp. The next witness today is Dr. Raymond J. Saulnier,
Professor Emeritus, Barnard College, Columbia University, former
Chairman of the Council of Economic Advisers.

The committee is very pleased to have you, Dr. Saulnier. We
appreciate your coming from New York and being here this morning.

ou may proceed as you wish and »aniy statements that you wish to
put in the record will be put there in full. You can handle your re-
marks in any way you see fit.

STATEMENT OF RAYMOND J. SAULNIER, PROFESSOR EMERITUS,
BARNARD COLLEGE, COLUMBIA UNIVERSITY, FORMER CHAIR-
MAN, COURCIL OF ECONOMIC ADVISERS -

Mr. SauLNiER. Thank you very much, Mr. Chairman.

My name is Raymond J. Saulnier. I am Professor Emeritus of
Economics at Barnard College, Columbia University, and I was
Chairman of the Council of Economic Advisers from December 1956
to January 1961, President Eisenhower's second term.

I am delighted, Mr. Chairman, to be here this morning.

I have a short statement which I will read, and I would be happy,
at the conclusion of that, to respond as best I can to any questions
you may have. -

Senator Byrp. Thank you, sir.
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Mr. SaurniER. I appreciate this opportunity to appear before your
committee on the quesm of raisi % the Federal gglgt ceiling. }'t is
obvious that an increase is needed. Without knowing the Treasury’s
mind on how much this should be, I doubt that I would quarrel with
what they ask for. But I have serious concerns about the fiscal policies

that make another liftm% necessary.

The root of the difficulty is that we have not fully appreciated the
need for the Federal Government to balance what it spends into the
economy with what it takes out in taxes.

To put it differently, we have failed tc appreciate the consequences
of huge Federal budget deficits, year after year, and especially when
the inflation rate is h':fh and the economy is operating at high levels of
employment and production.

his failure, which is part political but also part intellectual, is at
the bottom of the inflation problem. And it is at the bottom of the
recession risk that we face today. Accordingly, as you debate the
perennial debt limit question, I hope you will consider doing something
to help put our fiscal affairs in better order. I will have a suggestion
b.:forte' I finish, but first, let me state why I am disturbed at the present
situation.

To put it simp}iv, I believe we are on the edge of another full-scale
credit crunch, and if it comes, you can be sure it will be followed by
another full-scale recession. There seems to me no more than a 50-50
chance we can avoid it. Three key points bear on these risks.

First, it is increasingly clear that for some months we have been
much closer to full utilization of productive resources, in any realistic
sense of what that means, than has been commonly understood.
Economywide averages of unemployment and capacity utilization
serve more to mislead and invite complacency than to keep us in-
formed and alert to trouble.

It is specific shortages—skilled labor, materials, transportation
facilities, et cetera—that determine when and to what extent in-
creases in overall demand will lead to inflation, and there are many
such shortages in the economy today. In other words, we have been
m;xﬁh 1(111ore vulnerable to an inflation speedup than has been commonly
realized.

Second, for months we have been in the middle of a credit boom so
huge as to guarantee faster inflation, yet little public notice has been
taken of this. On the private side of the economy, extensions of con-
sumer instalment credit, net of repayments, reached $50 billion a
year as & monthly average early in 1978, twice as high as in 1973.

In mortgage credit, net extensions reached an annualized monthly
volume between $80 and $90 billion, just short of twice their 1972-73
peak. The laggard was borrowing by business, but business has now
Joined the parade. Qutstandings of commercial and industrial loans
made by commercial banks have recently been rising 30 percent a

year.
Third, instead of helping prevent this explosion of private credit
from driving us into a credit crunch, Federal fiscal operations have
been helginf push us into it. This hagpens as we all know, when the
Federal bu Fet is heavily in deficit. ider the figures: In the first

onsi
8 months of this fiscal year the Federal Government, in the unified
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budget, injected $49.7 billion more into the economy in spending
than it took out in taxes.

Obviously, it had to borrow heavily to do this, thereby adding to
credit demands. According to Federal Reserve estimates, the U.S.
Government raised funds in credit markets in the first quarter of 1978
at a seasonally adjusted annual rate just below $60 billion, about $2.5
billion more than in the first quarter of 1977. At the same time, there
- was a spectacular increase in borrowing by federally-sponsored credit
agencies.

Let me say here, Mr. Chairman, I am not referring now to off-
budget items, but rather to that great collection of agencies sponsored
by the Federal Government that are themselves enormously heavy
borrowers in the credit markets. ]

Senator Byrp. If I could interrupt you at that point, Doctor
that would be over and above the figure that Secretary Blumenthal
mentioned?

Mr. SauLnier. It would indeed, sir, and in the first quarter of .
1978, which is the last period for which we have Federal Reserve flow-
of-fund figures, it is my recollection—I could look the number up to
be quite correct, but I think my memory does not fail me—that
while the Federal Government was borrowing at a $60 billion rate,
federally-sponsored _agencies were borrowing at a $24 billion rate, so
it is a very large amount.

Senator Byrp. Almost half of what the Federal Government——

Mr. SavLNIER. Almost half, correct.

Putting public and private credit together, what we have is &
full-scale credit boom, easily the match of 1972-73. And remember
that 1972-73 was followed by severe recession.

Naturally, this vast expansion of credit is causing money supply to
increase at a faster rate. And this faster increase of money supply
has occurred side by side with faster inflation. The M1 money supply
rose a bit under 8 percent annually in the second half of last year.
This was already enough to guarantee inflation of at least 6 percent
a year, but since March 1978 M1 has been rising at a 12-percent rate.

I am referring here to tabulations that are published regularly by
ghe Federal Reserve Bank of St. Louis, utilizing Federal Reserve

gures.

Whether this causes inflation or merely ﬁ'ermits it to happen can
be left for theoretical discussion. What is relevant is that in a mone-
tary environment of this kind i)lrou get inflation. If you flood the econ-
omy with money, whatever the reason for the flooding, you get in-
flation. And the bigger the flood, the bigger the inflation.

Similarly, it follows that in this monetary environment, costs rise
faster and faster and help accelerate price inflation. In the first
quarter of 1978, compensation costs rose 14 percent per annum while
productivity fell 3.6 percent. Labor cost per unit of output, which
sooner or later is reflected in prices, rose at the nearly unbelievable
rate of 18 percent.

- Let me say, Mr. Chairman, this is an estimate of the Bureau of
Labor Statistics. It is an annualization of what happened in the
first quarter of 1973. ‘

Senator Byrp. Would you mind repeating that again?

$1-488 0 - 78 - 4
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Mr. SavLniEr. In the first quarter of 1978, compensation costs
rose 14 percent per annum while productivity fell 3.6 percent. Labor
cost per unit of outggg, which sooner or later is reflected in prices
rose at the nearly unbelievable rate of 18 percent, again, an annualized

There must be nonrecurring aberrations in these figures, and it is
true that the first quarter of 1978 was full of oddities we hope will
%ﬁt lrecur. But even allowing for these, the figures are scary to say

e least.

So much for where we stand: In the middle of a credit boom, per-
haps on the edge of a credit bust, with the Federal Government,
however innocently, pushing us closer to the brink. The question is:
What to do about it?

Obviously, the committee will want to recommend a higher debt
ceiling, and the Co should vote it. I will not attempt to say how
much the increase should be. I have had the experience of being in
Government while we were bumping aﬁggenst the ceiling, and I can
tell you it is very awkward. I assume Treasury will ask for all the
room it needs, but I have difficulty believh? that the deficit can be
held to the $51.1 bilion now being estimated for the full fiscal year
1978 when a shortfall of $49.7 billion has been reported for the first
8 months alone.

Furthermore, there are grounds for doubting that the fiscal 1979
deficit can be held to the official 1978 figure, which, I gather, is ap-
proximately the present espectation of the Treasury.

In any case, you can be sure that deficits for the fiscal years 1979
and 1980 will be a lot bigger than $50 billion if the economy goes into
recession later this year or nest.

But estimating how much the ceiling should be lifted now is not what
concerns me. What concerns me is the destructive effect on the econ-
omy of a Federal budget continously in deficit by huge amounts that
remain at record levels even at high employment. . )

Adjusting the ceiling up another notch will take care of the immedi-
ate problem, but Treasury will be back again. I hope the committee
will do something now that will help make these future appearances
less deplorable occasions. i

I am gratified that in his remarks this morning, the Secretary of the
Treasury, himself emplogs‘the word ‘‘deplorable.” )

The basic need is to ring budget deficits down by considerable
amounts. And this is something only Congress can do. You cannot
“leave it to the Fed” to cope with the inflationary consequences of a
long series of high-employment deficits. If you leave it to the Fed,
interest rates will go higher, the credit boom will become a credit bust,
and we will drop again into recession. : )

If this doesn’t follow from the present credit boom—and I believe
the chances of avoiding it are no better than 5§0-50—you can be sure
~there will be another crisis point later on. And you cannot leave the
inflation groblem to Mr. Strauss or to Mr. Bosworth. The answer 1s
to start the corrective process here in Congress, where budget deficits
are hatched in decisions on spending and taxes. i

Accordingly, when this committee proposes once more to lift the
debt ceiling, as I anticipated it will, I hope you will say in the strongest
and plainest language you can find that budget deficits must be
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reduced and ultimately eliminated. What we need is not a discussion
budget theory in the abstract; we need a proposal for getting from
where we are to where we should be.

I h(;ﬁe you will say that the way to do this is systemstically and
gradually—but not too gradually—to reduce the rate at which Federal
expenditures are increasing. The practical question for the committee
is clear: How to define the proper spending rate aad how to reach it.

It seems obvious that one should not try to do this by putting a
limit on the deficit itself, although in some States the law requires that
if a deficit occurs in a given year, the Governor must propose a budget
for the following year that corrects it, in some cases, even to come in
before a fiscal period is finished with corrective proposals.

For one thing, it is & mistake to assume that what is workable for
one or more State governments is workable for the Federal Govern-
ment. National economic stabilization requires not the jiggering of
Federal expenditures to meet revenues of the previous year, but an
_expenditure trend that is steady and broadly in line with revenues
when economic resources are employed as they have been in 1977-78.

Second, I am skeptical of pro%osals that would try to restrain
Federal spending by putting a limit on the amount the Federal
Government can tax. Those who put their faith in this apparently
believe that Government can be relied on to limit expenditures to
available revenues. This may work for State governments unless
the Federal Government underwrites anythin]f they do—and it is
being opportuned to do so frequently, especially by my own city—
State governments and municipalities are brought up short in capital
markets if their budget deficits are too big for too long.

But the Federal Government is free of this restraint. It can always
borrow, even if the money has to be freshly printed. All that will
stop inflationary budgeting at the Federal level—if it is not stopped
by a self-imposed restraint on spending—is the trauma of hyper-
inflation. o

Clearly, the sensible way to reduce deficits is to set limits on the
increase of Federal spending, and I suggest that you say so to the
Senate Budget Committee.

Speaking respectfully, I believe the budget committees of both
houses, and their economic aides, need to weigh more heavily than they
have in the past the serious conse%uences for inflation, for the structure
of the economy, and for the U.S. position in the world, specifically
for the U.S. dollar, of operating the Federal Government with huge
budget deficits when inflation i1s high and when economic resources
are utilized at the 1977-78 rate.

We need a new look in national econoraic polic{. We need it not
because of what happened in California, though there are messages
in proposition 13 for Government at every level. We need it because
the old look has put us in trouble. In particular, the budget committees
of Congress need to take a more realistic view of the conditions under
which demand pressures cause inflation to accelerate. }

And they should reassess their views on how to stimulate the
economy to greater Eroductivit,y and higher growth. It is time to
abandon the belief that the way to do this 18 to increase Federal
spending; or that when the economy needs a lift, a bigger deficit
is better than a smaller one.
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It is time to show faith in what the private side of the economy
will do if the Federal Government operates within a budget broadly
in balance. It is & question of business environment. Under interest
rates that are lower than when Federal deficits are huge, and with the
outlook for lower inflation rates assured, the enterprise system will
provide the dynamism that yields higher productivity, higher growth
and higher real income.

How much the rate of spending increase will need to be cut to
balance the Federal budget, and how long it will take, are questions
that require careful calculation, but as a rough estimate, I would say
the sresent rate of increase in spending should be cut by about one-
third. I emphasize, Mr. Chairman, that I am not saying that Federal
spending should be cut by one-third. I am saying that the annual rate
of increase should be reduced by one-third.

Senator Byrp. The rate of increase is reduced, that does not mean
a reduction in spending. It would still be an increase in spending.

Mr. SauLnier. It would still be an increase in spending, exactly,
sir. This would mean cutting the increase of annual spend’ing from
the present 12 percent a year to something closer to 8 percent. It
would bring the budget to balance in fiscal 1982 if revenues increase
in the interim at their current 11 percent a year.

It is already late to be doing this. I do not say it should be done
quickly, or that it can be done without complaint. But it had better

be started.
The occasion of lifting the debt ceiling would be a good time to

start the process.

That concludes my prepared statement, Mr. Chairman. As I
indvicated, I would be glad to respond to any questions there may be

or me.

Senator Byrp. Thank you, Dr. Saulnier. That was a powerful
statement that }'ou presented to the committee. It is so sensible that
I regret to say I am not sure how well it will be received around the
Capitol. There is so much sound advice and jud(fment in what you
have to say, I would hope that my colleagues would give it very serious
study. ]

Besides putting it in the record of this committee hearing, I want
to, in a couple of days when I have had a chance to add a few prefatory
remarks, I want to put it into the Congressional Record rather than
wait until these hearings are formally printed.

I am delighted Senator Hansen, of Wyoming, is here this monring.
I have several questions and then I will yield to Senator Hansen and
I will ask several more after that.

I think the points you make about reducing the rate of increase
in spending is a key poiat. When we increase spending by 12 percent,
as we are doing in the current fiscal year, more than 10 percent being
proposed for next year, among other things, I don’t see how the
Government can logicalf and with any degree of success, say to the
labor people, you hold down your demands, and say to the business
people, you hold down your demands, but we admit we can’t hold
down the costs of government. :

It seems to me we are going in a direction that for many reasons
encourages inflation. You mentioned the Budget Committee. My
quarrel with the Budget Committee is that under the procedures
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that we are using, the deficits have become even greater. One thing
I can say, however, about the present system, it is better than the.
old system. It gets all the appropriation bills under one roof and it is
beneficial in that respect.

While I don’t like to take issue with my colleagues, I with
you that the Budget Committee should set limits on the rate of increase
and take steps to reduce the rate of increase. I also think, however,
that if it is to be successful, that the budget originally submitted by
the President, whoever he may be, is the first step toward reducing the
rate of increase and getting back toward a balanced budget because
once the Chief Executive submits a bUdﬁz’ then everyone seems
to feel they have a proprietary right; anything that is a change in a
downward direction is being taken away from someone.

So, as I see it, both the Congress and the executive branch have to
work together on this if we are going to reduce that rate of increase.

Let me ask you this: You mentioned the Federal Reserve Board,
and I certainly agree with you the Federal Reserve Board can’t be
expected to do the job which, in most cases, is really the problem of
the executive branch and the Congress. What restraint, if anything,
is there on the Federal Reserve Board in increasing, creating money?
Just the restraint of the judgment of the individuals, I would assume?

Mr. SAuLNIER. That 1s correct, sir. It is their own restraint. They
have virtually unlimited powers to expand the reserves of the banking
sistem, and as they expand the reserve base of the banking system,
there can be a multiple expansion of the money supply through the
acquisition by the banks of loan assets and securities, including the
~ securities of the Federal Government.

So, the Federal Reserve Board acts basically under a very liberal
mandate, and is in the position of having to exercise its own restraint.

Senator BYrp. As I visualize it, as I recollect, there is no statutory
limit on the Federal Reserve Board as to what it can do in the way of
expanding the money supply. -

r SAULNIER. No, sir. g should add, Senator, that nowadays we
do have understandings between the Federal Reserve and the appro-

riate committees of the Congress as to what the Board’s targets
or money supply increase in the future are to be, not that those tar-
gets are determined by the Congress, but rather that they are reported
to the Congress by the Federal Reserve. .

There is extended discussion of them, and presumably, significant
influence on the Federal Reserve from the Congress in the setting of
the targets, but that is not a statutory limit.

Senator Byrp. There is no statutory limitation that prevents the
Federal Reserve from going beyond a certain stipulated amount in
expanding the suppll\?'.

r. SAULNIER. No, there is not; and what is more, Senator, there
i3 no block in practice from the money supply actuallilincljeasmg by
an amount significantly in excess of the target is, which is exactly
the situation that we have been in recently.

Senator Byrp. That is what the Congress wants done anrway.

Mr. SAuLNIER. In my observation, Senator, the Federal Reserve
Board has usually been in the position of being deterred by the Con-
gress from putting restraints on the increase of the money supply
rather than the opposite.
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Senator Byrp. That is correct. So, maybe it is a little shorthand in
a way, but what this deficit spending that we have been going through
for so may years does, really, we are financing the Government, you
might say, through printing press money.

r. SAuLNIER. We are financing our whole economy through sub-
stantial increases in what you might call printing press money. I
mean by that the egate of demand deposits and currency. And
g:rt, of the responsibility for that reste on the Federal Government,

cause of its deficits.

Senator Byrp. Senator Hansen?

Senator HansEN. Mr. Chairman, first let me compliment you on
i'our foresight and wisdom in calling these hearings. For a long time,

have noted your advice as a lone one crying in the wilderness,
sensing and gerceiving more clearly than most of us the great im-
portance of the Federal Government getting its fiscal house in order.

I desg:ired a few years ago that we were going to make any prog-
ress. I find reason now to take encouragement from some things that
have been happening around the country. I think that if there is one
message re flected throughout the country in consequence of the ac-
tions taken by the California voters, it 18 to say t hat most people
deplore the excesses of government spending at local, State, and
Federal levels and they are particularly incensed with our waste at
the national level.

I think they feel we are spending money wastefully and unjustifiably.
When you look at some of the things we have done in the last several
years to stimulate the economy, we have reason to understand the
frustration of the typical voter.

I had an experience 2 weeks ago in-Wyoming. Someone asked me
what causes inflation. Then, without my having an opportunity to
try to explain, he said it is an excess of money that does not represent
any effort. It is printing press money.

And that becomes a very personal problem to all people, rich and
poor alike, when you note the effort that we have gone to in order to
try to combat the impressive weight of the burden of inflation.

I happen to be a cattle rancher and I know a number of my older
acquaintances have sold out. They have been frugal. They have been
saving. They have done everything that conservative people could
do to try to care for themselves in their old age.

And with the increases in capital gains taxes, and the declining
value of the dollars that they are able to come up with after they have
paid the Federal tax bill, what at one time would have been an ade-
%l]w:te amount of money to have seen them through autumn years of
their lives now is not sufficient. ‘

It is a pretty deplorable thing, to find people who have managed
their affairs well, who have been industrious and active and productive,
to find that despite their well-thought-out and well-executed plans,
they must fall back on public charity to see them through the golden
years of their life.

I think it is time you called these hearings and I am so greatly
impressed, Mr. Chairman, wit;'l;dyou' ‘opening statement that I am
going to insert it in the record today because I know that the interest
of most Americans is not reflected at all by the absence of members of -
this committee here today. :
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- I happen to have been tied up, as I know other members have, with
other responsibilities. We had a markup on the Alaska D-2 Land bill
this morning, and only because of the requirement that that operation
be shut down was I able to get over here.

But I want to compliment you also, Dr. Saulnier, for your very

rceptive observations on the serious implications of the present

scal course that we are continuing to follow on and the advice you
have offered on ways that we can do practical things to insure that
at a later date, we will have a balances budget.

I am not so much concerned—though I am concerned, of course—
that we have the great amount of public debt that we have, as I am
with the hopelessness of the present situation, that we are going to
keep on down that same fateful course.

I would hope others, too, may become aware of the good wisdom
that characterizes the recommendations you offer and the cautions
and the caveats that Senator Byrd has been offering us for & number
of years now, and that you today underscore and support in your
recommendations. )

I am sorry I was not able to hear your full statement. I do assure

ou, doctor, I will read every word of it and I am delighted that

nator Byrd proposes later on to include it in the record because,
though this city is rather callous in its attitude to those of us who
recommend some fiscal conservatism, I think one way or another, the
message is getting around and it certainly is given added impetus by
the gresence of such a distinguished witness as you are.

Thank you very much for coming here today.

Mr. SauLnier. Thank you, sir.

Senator Byrd. Thank you, Senator Hansen. Unfortunately, the
- Senate went in session at 10 o’clock this morning. I just have a note
here, Senator Hansen, that the Senate is now voting on amendment
3107, by Senator Hart, to the military procurement bill. For that
reason, we will need to adjourn the hearings. _

I would like to ask Dr. Saulnier one question. In looking ahead 6
or 8 months, how do f'ou see interest rates at that point?

Mr. SavLNiER. Well, the prime rate is 9 percent today. Frankly, 1
expected to see it go up again last Friday. It didn’t. My feeling is that
it 18 set for another increase. It is hard for me to believe, Senator,
that in this context we can avoid going up in one or two jumps to as
much as 9% percent. But I will say this: ’lgmt while it may do that as
a result of any one of a number of different sectors of borrowing or &
combination of these—of which the Federal Government is one—if
the prime rate, and I am using it as a kind of a measure of the whole
market of rates, if the prime rate goes above 9% percent, I am going
to revise my 50-50 odds. : )

I would say, then, that the chances of our going into what you
would call a real credit crunch, the result of which would be a down-
turn in the economy, would be higher than 50-50. We would be in
grave danger of another recession. ) '

Senator BYrp. Thank you very much, Dr. Saulnier. We appreciate
your being here.

The committee will stand in adjournment.
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[The following was submitted by Senator Byrd:]

RELATIONSHIP OF TRUST FUND SURPLUSES, FEDERAL FUNDS
DEFICITS, AND UNIFIEDO BUDGET DEFICITS, FISCAL YEARS 1976-79
[Prepared by U.S. Senator Herry F. Byrd, Jr., of Virginia; In billions of dollars]

1976 1977 1978 estimate 1979 estimat
1. Individus! trust fund surpluses and deficits, end totsl
trust fund surplus: o
i e 12 e
It g - ) 7
-1 E 1 1
+2 3 1
2 9 12 14
—+68 -+54 : i.GS '-'-'ss
3. Unified budget deficits. ... ...coceceeeieariaaanas -66 -~45 ~53 -51

NOTE.—lm estimates, OMu of Management and Budget; 1979 estimates, 1st concurrent budget resolution and
Office of Management and B udget.

ereupon, at 11:40 a.m., the subcommittee recessed, to reconvene
subject to the call of the chair.]
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APPENDIX

TABLES ON ESTIMATED GROSS AND NET GOVERNMENT AND
PRIVATE DEBT

(1) Estimated Gross Government and Private Debt, by Major
Categories

(2) Estimated Per Capita Gross Government and Private Debt

(3) Estimated Gross Government and Private Debt related to Gross
National Product

(4) Estimated Net Government and Private Debt, by Major Categories

(5) Estimated Per Capita iNet Government and Private Debt -

(6) Estimated Net Government and Private Debt related to Gross
National Product

(7) Estimated Federal Debt Related to Population and Prices

(8) Privately-Held Federal Debt Related to Gross National Product

(9) Changes in Per Capita Real Gross National Product



TABLE 1.—ESTIMATED GROSS GOVERNMENT AND PRIVATE DEBT, BY MAJOR CATEGORIES
[Dollar amounts in billions)

Private ! Federal® __ — Percent

State Total Federal

Year Individual Corporate Total  and local Public Agency Total gross debt of total
1929................... $72.9 $107.0 $1799 $178 $16.3 $1.2 $17.5 $215.2 8.2
1930................... 718 1074 179.2 18.9 16.0 1.3 173 215.4 8.1
'1931........... e 649 1003 165.2 19.5 17.8 1.3 19.1 203.8 9.4
1932................. 57.1 96.1 153.2 19.7 20.8 1.2 220 194.9 11.3
1933................... 51.0 924 1434 19.5 23.8 1.5 253 1882 13.5
1934................... 49.8 90.6 1404 19.2 28.5 4.8 33.3 192.9 17.3
1936................... 49.7 89.8 1395 19.6 30.6 5.6 36.2 195.3 18.6
1936................ ... 50.6 90.9 1415 19.6 34.4 5.9 40.3 201.4 20.1
1937................... 51.1 90.2 1413 19.6 37.3 5.8 43.1 204.0 21.2
1938................... 50.0 86.8 136.8 19.8 394 = 6.2 45.6 202.2 22.6
1939................... 50.8 86.8 137.6 20.1 41.9 6.9 48.8 206.5 23.7
1940................... 53.0 89.0 142.0 20.2 45.0 7.2 52.2 2144 24.4
1941................... 55.6 975 153.1 20.0 57.9 7.7 65.6 238.7 27.5
1942................... 499 106.3 156.2 19.2 108.2 55 113.7 289.1 39.4
1943.. . . ............... 488 1103 159.1  18.1 165.9 5.1 171.0 348.2 49.2
1944. ... ............... 50.7 109.0 159.7 17.1 230.6 30 2336 4104 57.0
1945................... 54.7 99.5 154.2 16.0 278.1 1.5 279.6 4498 62.2
1946................... 59.9 109.3 169.2 16.1 258.9 1.5 260.4 445.7 58.5
1947................... 69.4 1289 198.3 17.5 255.4 J  256.1 4719 54.3
1948................... 80.6 1394 220.0 19.6 251.6 1.0 252.6 492.2 51.4

0g
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TABLE 1.—ESTIMATED GROSS GOVERNMENT AND PRIVATE DEBT, BY MAJOR CATEGORI.ES—Continued
(Dollar amounts in billions) N

Private ¢ : Federal ? Percent

State Total Federal

Year individual Corporate Total and focal Public Agency Total gross debt of total
1974................... $922.1 $1,546.4 $2,468.5 $214.7 $492.7 $11.3 $504.0%3,187.2 158
1975................... 9944 1,626.1 2,620.5 229.6 576.7 109 587.6 3,437.7 17.1
1976................... 1,106.8 1,781.7 2,888.5 2464 9?33 %(1)3 gggg 3,799.7 17.5

1 Private corporate debt includes the debt of certain federally ’ Total Federal securities includes public debt securities and budg-

:.pon‘s%r:d ‘?g_acl? g{ w'htlgh %hﬁro :s no longlor any I:odlcr;:dprowllc- et agency securities.
ry intere 6 cebt of the foliowing agencies are inclu N source: Federal debt, Treasury Department; other data, Bureau of
ning these years: FLB’s in 1949; FHLB's in 1951; FNMA-secondary . " pa ' '
market operations, FICB's and BCOOP’s In 1968, The total debt for Economic Analysis, Commerce Department.
Note: Detall may not add to totals because of rounding. Real GNP

these agencies amounted to $0.7 blition on Dec. 31, 1947, $3.5
billion on Dec. 31, 1960, $38.8 billion on Dec. 31, 1970, $78.8 s in constant 1972 dollars. Real per carlh debt expressed In 1967

billion on Dec. 31, 1975, and $81.4 biilion on Dec. 31, 1976 prices (i.e., Consumer Price Index for all items).

(43



TABLE 2.—ESTIMATED PER CAPITA GROSS GOVERNMENT AND PRIVATE DEBT!

- [Amounts in dollars)
Private ? State and Federal ?

local - Total

Year Individual Corporate Total Public Agency Total gross debt
1929....... ... $599 $879 $1,477 $146 $134 $10 $144 $1,767
1930............ 583 873 1,456 154 130 11 141 1, 1750
1931..... ... 523 809 1,332 157 144 10 154 1,643
1932......... . 457 - 770 1,227 158 167 10 176 1,561
1933, ... .. 406 736 1,142 155 190 12 201 1,499
1934.................. 394 717 - 1,111 152 226 38 264 1,526
1935............. 391 706 1,096 154 240 44 284 1,635
1936.............co 395 710 1,105 153 269 46 315 1,673
1937. ... 397 700 1,097 152 290 45 335 1,584
1938........ 385 669 1,054 153 303 48 351 1,557
1939... ... 388 663 1,051 154 320 53 373 1,578
1940, 400 671 1,071 152 339 54 394 1,617
1941.................. ... 415 728 1,143 149 432 58 490 1,783
1942. ... ... ... ... 369 785 1,154 142 799 41 840 2,136
1943...... ... 356 804 1,159 132 1,209 37 1,246 2,537
1944. ... ... ... -365 785 1,150 123 1,660 22 1,682 2,954
1945. . ... ... 389 708 1,098 114 1,980 11 1, '990 3,202
1946........................ ... 422 770 1,192 113 1,824 11 1, '835 3,140
1947. ... ... 480 891 1,370 121 1,765 5 1, 1770 3,261
1948. .. ... 548 947 1,494 133 1,709 7 1, 716 3,344

See footnotes af end of table.



TABLE 2.—ESTIMATED PER CAPITA GROSS GOVERNMENT AND PRIVATE DEBT !—Continued
[Amounts in dollars)

Private ? Shto':g: Federal?
Year *  Individual Corporate Total Public Agency Total gross debt
.............. . 9604 $937 $1,540 $148 $1,710 $ $1,715
............................. 685 1,101 1,786 166 1,677 7 1,684
............................. 738 1,239 1,977 181 1 5 1,672
............................. 821 1,288 2,109 197 1,690 5 1,695
............................. 894 1329 2,223 218 1, 6 1,715
............................. 964 1,335 2,299 247 1,700 5 1,705
............................. 1,085 1,530 2,616 279 1,682 9 1,691
............................. 1,157 1,642 2,799 297 1,631 10 1,641
............................. 1,207 1,720 2,927 318 1,594 19 1,613
............................. 1,275 1,784 3,059 345 1,614 13 1,627
............................. 1,378 1,920 3,298 375 1,623 32 1,656
............................. 1,457 2,021 3,478 399 1,592 35 1,628
............................. 1,550 2,131 3,682 422 1,598 38 1,636
........... T, 1672 2,260 3,932 47 1, 42 1,651
............................. 1,827 2,415 4,243 473 1,61 43 1,660
............................. 1,981 2,592 4,572 498 1,638 47 1,685
............................. 2,185 2,840 5,026 531 1,633 50 1,682
............................. 2,313 3,141 5,454 557 1,656 71 1,728
.................... T....... 2461 3,386 5,848 590 1,720 101 1,821
............................. 2,637 3882 6,519 634 1,775 75 1,850



1969............... 2,794 4,503
1970, ... 2,929 4,871
1971, 3,224 5,254
1972. ... .. 3,668 5,814
1973 4,061 6,609
1974-.. ... 4,352 7,298
1975, ... ... 4,657 7,615
1976............... 5,145 8,282
1977 .

7,297 680 1,813 68 1,881 9,858
7,799 728 1,895 61 195 10,483
8,478 807 2,045 53 2,098 11 .323
9,472 868 2,147 56 2,203 12,5
10,669 932 2,229 56 2,285 13,£86
11,649 1,013 2,325 53 2,379 15,041
12,272 1,075 2,701 51 2,752 16,099
13,428 1,145 3,038 53 3,090 17,663
.................. 3,316 47 3,364 ..........

1 Per capita debt is calculated by dividing debt figures by popula-
tion of conterminous United States. Beginning 1949, population
includes Armed Forces overseas, Hawali and Alaska.

! Private corporate debt includes the debt of certain federally
sponsored agencies in which there is no longer any Federal proprie-
tary interest. The debt of the following agencies are included in-
ning these years: FLB’s in 1949; FHLB’s in 1951; FNMA.secondary
market operations, FICB's and BCOOP’s in 1968. The total debt for
these agencies amounted to $0.7 billion on Dec. 31, 1947, $3.5
billion on Dec. 31, 1960, $38.8 billion on Dec. 31, 1970, $78.8

billion on Dec. 31, 1975, and $81.4 billlion on Dec. 31, 1976.

on Dec. 31, 1976.
3 Total Federal securities includes public debt securities and

budget agency securities.

Source: Federal debt, Treasury Department; other data, Bureau of
Economic Analysis, Commerce Department.

Note: Detail may not add to totals because of rounding. Real GNP
is in constant 1972 dollars. Real per capita debt expressed in 1967
prices (i.e., Consumer Price Index for all items).



TABLE 3.—GROSS GOVERNMENT AND PRIVATE DEBT RELATED TO GROSS NATIONAL PRODUCT

Ratios of debt to gross national product

Gross
national Private ! Federal ?

product State and Total

Year (billions) Individual Corporate Total local Public Agency Total gross debt
1929................... $103.4 70.5 1035 174.0 17.3 15.8 1.2 17.0 208.1
1930...........coenn. 90.7 79.2 1185 197.6 20.9 17.7 1.5 19.1 237.5
1931................... 76.1 854 1319 217.2 25.7 23.4 1.8 25.2 268.0
1932...... 58.3 98.0 1649 2629 33.9 35.7 2.1 37.8 334.5
1933, 55.8 914 1656 257.0 35.0 42.7 2.7 45.4 337.2
1934................... 65.3 76.3 1388 215.1 29.5 43.7 7.4 51.1 295.5
1935... ...l 72.5 68.60 1239 1925 27.1 42.3 7.8 50.0 269.5
1936................... 82.7 61.2 1099 171.1 23.7 41.6 7.2 48.8 -243.5
1937l 96.7 52.9 93.3 146.1 20.3 38.6 6.0 44.6 210.9
1938................... 85.0 589 102.2 161.1 23.4 46.4 7.3 53.7 238.0
1939................... 90.8 56.0 95.6 151.6 22.2 46.2 7.6 53.8 227.5
1940................... 100.0 53.1 89.1 142.1 20.3 45.1 7.3 52.3 214.5
1941, .................. 124.9 44.6 78.1 122.6 16.1 46.4 6.2 52.6 191.2
1942................... 158.3 31.6 67.2 98.7 12.2 68.4 3.5 71.9 182.7
1943................... 192.0 25.5 57.5 82.9 9.5 86.5 2.7 89.1 181.4
1944................... 210.5 24.1 51.8 75.9 82 109.6 1.5 111.0 195.0
1945................... 212.3 25.8 46.9 72.7 7.6 131.0 8 131.7 211.9
1946................... 209.6 28.6 52.2 80.8 7.7 123.6 8 1243 212.7
1947................... 232.8 29.9 55.4 85.2 7.6 109.8 4 1101 202.8
1948, .................. 259.1 31.2 53.9 85.0 7.6 97.2 4 97.5 190.0
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TABLE 3.—GROSS GOVERNMENT AND PRIVATE DEBT RELATED TO GROSS NATIONAL PRODUCT—Continued

Ratios of debt to gross national product

n?Mm:l Private ! Federal? Total
(groduct State and gross debt
Year iilions) Individual Corporate Total local Public Agency Tot |
1974, $1,4129 65.3 1094 174.7 15.2 34.9 8 35.7 225.5
1975, 1,528.8 650 1064 1714 _ 15.0 37.7 g 38.4 224.9
1976................... 1,706.5 649 1044 1693 16.9 38.3 V4 39.0 222.7
1977....ccvvviiiinn. 18904 ... 38.0 5 386 ..........

! Private corporate debt includes the debt of certain federally
sponsored agencies in which there is no ionger any Federal proprie-
tary interest. The debt of the followlngsagoncles are included in-
ning these years: FLB’s in 1949; FHLB’s in 1951; FNMA-secondary
market operations, FICB’s and BCOOP’s in 1968. The total debt for
these agencles amounted to $0.7 billion on Dec. 31, 1947, $3.5
billion on Dec. 31, 1960, $38.8 biilion on Dec. 31, 1970, $78.8
billion on Dec. 31, 1975, and $81.4 billion on Dec. 31, 1976.

* Total Federal securities includes public debt securities and budg-
et agency securities.

Sougce: Federal debt, Treasury Department; other data, Bureau of
Economic Analysis, Commerce Department.

Note: Detail may not add to totals because of rounding. Rea! GNP
is in constant 1972 dollars. Real per caflta debt expressed in 1967
prices (i.e., Consumer Price Index-for all items).



TABLE 4.—ESTIMATED NET GOVERNMENT AND PRIVATE DEBT, BY MAJOR CATEGORIES

(Dollar amounts in billions]
Private ! Percent
- State and Total net Federal of
Year individual  Corporate Total local Federal? debt total
1916......................... $36.3 $40.2 $76.5 $4.5 $1.2 $82.2 1.5
1917 38.7 43.7 824 48 7.3 94.5 7.8
1918......................... 44.5 47.0 91.5 5.1 20.9 117.5 17.8
1919................ool 43.9 53.3 97.2 5.5 25.6 128.3 20.0
1920...............ll 48.1 57.7 105.8° 6.2 23.7 135.7 17.5
1921......................... 49.2 57.0 106.2 7.0 23.1 136.3 17.0
1922............ 50.9 58.6 109.5 7.9 22.8 140.2 16.3
1923 53.7 62.6 116.3 8.6 21.8 146.7 14.9
1924........................ 55.8 67.2 123.0 9.4 21.0 153.4 13.7
1925, 59.6 72.7 132.3 103 203 1629 12.5
1926......................... 62.7 76.2 138.9 11.1 19.2 169.2 11.4
1927....... 66.4 81.2 147.6 12.1 18.2 177.9 10.3
1928.................l 70.0 86.1 156.1 12.7 17.5 186.3 9.4
1929......... 72.9 88.9 161.8 13.6 16.5 191.9 8.6
1930............ 71.8 89.3 161.1 14.7 16.5 192.3 8.6

6¢ !



TABLE 4.—ESTIMATED NET GOVERNMENT AND PRIVATE DEBT, BY MAJOR CATEGORIES—Continued
] [(Dollar amounts in biltions)

Private ! Percent

State and Tota! net Federal of

Year Individual Corporate Total local Federal? debt total
1931, $64.9 $835 $1484 $16.0 $18.5 $182.9 10.2
1932........cciii 57.1 80.0 137.1 16.6 21.3 175.0 12.2
1933..........oii 51.0 76.9 127.9 16.3 24.3 168.5 14.5
1934................ll 49.8 75.5 125.3 15.9 30.4 171.6 17.8
1935.........cvii 49.7 74.8 124.5 16.1 344 175.0 19.7
1936...........cccviiinn 50.6 76.1 126.7 16.2 37.7 180.6 20.9
1937......0 i 51.1 75.8 126.9 16.1 39.2 182.2 21.6
1938........cco e 50.0 73.3 123.3 16.1 40.5 179.9 - 22,6
1939.............l 50.8 73.5 124.3 16.4 42.6 183.3 23.3
1940............ccoviiiin.t 53.0 75.6 128.6 16.4 448 189.8 23.7
1941, 55.6 83.4 139.0 16.1 56.3 211.4 . 26.7
1942..................oo.L L. 49.9 91.6 141.5 15.4 101.7 258.6 39.4
1943...................l 48.8 95.5 144.3 145 154.4 313.2 49.3
1944......................... 50.7 94.1 144.8 13.9 211.9 370.6 57.2
1945......................... 54.7 85.3 140.0 13.4 252.5 405.9 62.3
946.................coll 59.9 93.5 153.4 13.7 229.5 396.6 57.9
1947........ccoo i 69.4 109.6 179.0 15.0 221.7 415.7 53.4
1948..............cilll 80.6 -1184 - 199.0 17.0 215.3 431.3 50.0
1949..................l 90.4 118.7 209.1 19.1 217.6 445.8 48.9
1950...........cviiiiinet, 104.3 142.8 247.1 21.7 217.4 486.2 44.8
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TABLE 4.—ESTIMATED NET GOVERNMENT AND PRIVATE DEBT, BY MAJOR CATEGORIES—Continued
(Dollar amounts in blilions)

Private ! Percent

- State and Total net Federal of

Year Individual Corporate Total local Federal ? debt totai

| 1971, 7.5 $911.2 $1,578.7 162.7 $325.9 $2,067.3 15.8

1972........ ... $67663.9 1,016.7 $ ,780.6 s 178.0 341.2 2,299.8 14.8

1973...... 8544 11665 2,0209 192.3 349.1 2,562.3 13.6

1974.. ..., 922.1 12994 2,221.5 211.2 360.8 2,793.5 12.9

1975.. ... 9944 1,3654 2,359.8 222.7 446.3 3,028.8 14.7

1976......................... 1,106.8 1,496.1 2, 236.3 5158 3,354.9 15.4

1977, ..o e B725

! Private corporate debt includes the debt of certain federally % Borrowing from the {wblic equals gross Federal debt less securi-
sponsored agencies in which there is no longer any Federal proprie- tles held in rnment accounts (a unified budget concept).

tary interest. The debt of the followlngaagencles are included In.
ning these years: FLB’s in 1949; FHLB’s in 1951; FNMA.secondary
market operations, FICB’s, and BCOOP’s in 1968. The total debt for
these agencies amounted to $0.7 billion on Dec. 31, 1947, $3.5
billion on Dec. 31, 1960, $38.8 billion on Dec. 31, 1970, $78.8
biltion on Dec. 31, 1975, and $81.4 billion on Dec. 31, 1976.

Source: Federal debt, Treasury Department; other data, Bureau of
Economic Analysis, Commerce Department.

Note: Detall may not add to totals because of rounding. Real GNP
is in constant 1972 doilars. Real per carlta debt expressed in 1967
prices (i.e., Consumer Price index for all items). -



TABLE 5.—ESTIMATED PER CAPITA NET GOVERNMENT AND PRIVATE DEBT '

[Amounts in dollars)

Private ?

- State and Total

Year ) Individual Corporate Total local Federal 3 net debt
1916............. $356 $394 $750 $44 $12 $806
1917.. ... 375 423 798 46 71 915
1918..... ... g 431 455 887 49 203 1,139
1919..... P . 420 510 930 53 245 1,228
1920. ... ... 452 542 994 58 223 1,275
1921, ... 453 525 978 64 213 - 1,256
1922l e 462 532 995 72 207 1,274
1923....... ... e, 480 559 1,039 77 195 1,310
1924. . ... ... ..l 489 589 1,078 82 184 1,344
1925................. e 515 628 1,142 89 175 1,406
1926........... 534 649 1,183 95 164 1,441
1927. . ... 558 682 1,240 102 153 1,494
1928.. .. ... 581 715 1,295 105 145 1,546
1929. ... ... 599 730 1,329 112 136 1,576
1930.. ... 583 726 1,309 119 134 1,562

See footnotes et end of table.



TABLE 5.—ESTIMATED PER CAPITA NET GOVERNMENT AND PRIVATE DEBT '-—Cont{nued
[Amonuts in dollars)

Private ?

State and Total

Year individual Corporate Total focal Federal ? net debt
1931.... ... $523 $673 $1,196 $129 $149 $1,475
1932. ... 457 641 1,098 133 171 1,402
1933.. . 612 1,018 130 194 1,342
1934.. .. ... .. 394 597 992 . 126 241 1,358
1935.. ... 391 588 978 127 270 1,375
1936.......... ... 395 594 989 127 294 1,410
1937. ... 397 985 125 304 1414
1938.. . ... 385 565 950 124 312 1,386
1939 ... ... 388 562 950 125 325 1,401
1940.. ... ... 400 570 970 124 338 1,431
1941. .. ... 415 623 1,038 120 420 1,579
. _— 369 677 1,045 114 751 1,910
1943.... ... 356 696 1,051 106 1,125 2,282
1944. . ... ... ... 365 677 1,042 100 1,625 2,668
1945. .. ... .. 389 607 997 95 1,798 2,890
1946 ... 422 659 1,081 97 1,617 2,794
1947. ... ... 480 757 1,237 104 1,632 2,873
1948. . ..., 548 804 1,352 115 1,463 2,930
1949. ... ..., 604 793 1,396 128 1,453 2,977
1950, ... . 685 938 1,623 143 1,428 3,193
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TABLE 5.—ESTIMATED PER CAPITA NET GOVERNMENT AND PRIVATE DEBT—Continued

{Amonuts in dollers)
Private * )

State and Total

Year individual Corporste Total locat Federal? net debt
19710 224 1 $7.625 78 s1574 9984
1972, 1 EaE Yt %%y o Sl an
1973 1 4061 5544 9605 914 1659 12178
1974, 4352 6132 10484 997 1703 15183
1975, 4603 6444 11'13€ 1,051 209 14293
1976, .o 5145 6955 12,100 1098 2398 15596
1977, e AR WIS e R 5641l ...
tion of o terious Do e DYaividing debt figurss by popula-  billion on Dec. 31, 1975, G:'n‘é’ii’ o et T8, ..

includes Armed Forces overseas, Hmll. and Alaska

! Private corporate debt includes the debt of certain fodcnlly
sponsored agencies in which there is no longer any Federal pmpm-
tary interest. The debt of the following agencies are included
ning these years: FLB's in 1949; FHLB’: In 1951; FNMA. ry
market operations, FICB’s and BCOOP’s in 1968. The total debt for
these agencies amounted to $0.7 billion on Dec. 31, 1947, $3.5
billion on Dec. 31, 1960, $38.8 billion on Dec. 31, 1970, $78.8

tlts held in rnmen (a unified budget concept). -~
Source: Federal debt, Tmsug‘ partment; other dats, Bureau of
Economic Analysis, Commerce Department.
Note.~—Detaill m;g not add to totals because of rounding. Real GNP
dollars. Real per ca

is in constant 19 debt expressed in 1967
prices (i.e., Consumer Price Index for all items).

9%



TABLE 6.—NET GOVERNMENT AND PRIVATE DEBT RELATED TO GROSS NATIONAL PRODUCT

Ratios of debt to gross national procuct

Gross
national Private !

duct State and Total
Year billion) Individual Corporate Total local Federal * net debt
1929..................... $103.4 $70.5 $86.0 $156.5 1$13.2 $16.0 $185.6
1930..................... 90.7 79.2 98.5 177.7 16.3 18.2 - 212.1
1931..................... 76.1 85.4 109.8 195.1 21.1 24.4 240.5
1932..................... 58.3 98.0 137.3 235.3 28.5 36.6 300.3
1933................. 5. 55.8 914 137.8 229.2 29.3 43.6 301.9
1934..................... 65.3 76.3 115.7 192.0 24.4 46.6 262.9
1935..................... 72.5 68.6 103.2 171.8 22.3 47.5 241.4
1936..................... 82.7 61.2 92.0 153.2 19.6 45.6 218.3
1937..................... 96.7 52.9 78.4 131.2 16.7 40.6 188.4
1938................... 85.0 58.9 86.3 145.2 19.0 47.7 211.8
1939..................... 90.8 56.0 81.0  136.9 18.1 _47.0 201.9
1940..................... 100.0 53.1 75.7 128.7 16.5 44.9 189.9
1941..................... 124.9 44.6 66.8 1114 12,9 45.1 169.3
1942..................... 158.3 31.6 57.9 89.4 9.8 64.3 163.4
1943..................... 192.0 25.5 49.8 75.2 7.6 80.5 163.2

Y2 4



TABLE 6.—NET GOVERNMENT AND PRIVATE DEBT RELATED TO GROSS NATIONAL PRODUCT—Continued

~ Ratios of debt to gross national product

Gross -
national ] Private ! :

oduct State and Totsl

Year glmon) Individual Corporate Total local Federal 8 net debt
1944......................... $210.5 24.1 44.8 68.8 6.7 100.7 176.1
1945......................... 212.3 25.8 40.2 66.0 6.4 119.0 _ 191.2
1946......................... 209.6 28.6 44.7 73.2 6.6 109.5 189.3
1947, 232.8 29.9 47.1 76.9 65 95.3 178.6
1948......................... 259.1 31.2 45.7 76.9 6.6 83.1 166.5
1949......................... 258.0 35.1 46.1 _ 8l1.1 7.5 84.4 172.8
1950......................... 286.2 36.5 49.9 86.4 7.6 76.0 169.9
1951 ........... ... ... 330.2 34.7 49.7 84.3 - 7.4 65.7 157.3
1952. ... .. ...l 347.2 37.3 49.7 86.9 7.8 63.8 1568.5
1953, 366.1 39.2 49.5 88.6 84 62.0 158.9
1954.. ... ...l 366.3 43.0 50.3 93.2 9.7 62.6 165.5
1955............ ... e 399.3 45.2 53.9 99.0 10.3 57.6 166.8
1956......................... 420.7 46.5 55.7 102.2 10.6 53.4 166.1
1957 442.8 469 - 56.3 103.2 11.0 50.4 164.5
1958...... ...l 448.9 49.7 58.4 108.1 12.0 51.5 171.5
1959.. ... ...l 486.5 50.4 59.0 109.4 12.3 49.7 171.3
1960......................... 506.0 . 52.1 - 60.6 112.6 12.9 47.4 172.8
1961......................... 523.3 54.5 62.8 117.2 13.5 47.2 177.8
1962......................... 563.8 . 55.4 62.7 118.1 13.7 45.0 176.7
1963......................... 594.7 58.2 64.6 122.7. 14.2 43.3 180.1



~ billion on Dec.

1964........................ 635.7 59.8
1965...............l 688.1 61.7
1966..................coel 753.0 60.4
1967...........coiiie. 796.3 61.4
1968..................... 868.5 60.9
1969...........coiiiiiii 935.5 60.5
1970.. ... 982.4 61.1
1971, ... 1,063.4 62.8 -
1972 1,171.1 65.2
1973, ... 1,306.3 65.4
1974 1,412.9 65.3 .
1976, 1,528.8 65.0
1976.......................L. 1,706.5 64.9
1977.. . 18904 ...............

65.7 125.5 14.3 41.6 181.2
67.3 129.0 14.3 38.7 182.0
68.6 129.2 139 36.1 179.2
70.7 132.1 14,2 36.0 182.2
75.2 136.1 14.1 33.6 183.9
81.7 142.2 14.2 30.9 187.4
85.1 146.2 14.7 30.6 191.6
85.7 148.5 15.3 30.6 194.4
86.8 152.0 15,2 29.2 196.4
89.3 154.7 14.6 26.7 196.1
92.0 1567.2 14.9 25.5 197.7
89.3 154.4 14.6 29.2 198.1
87.7 152.5 13.8 gg% 196.6

i

' Private corporate debt includes the debt of certain federally
sponsored agencies in which there is no longer any Federal proprie-
tary interest. The debt of the following agencies are included in-
ning these years: FLB's in 1949; FHLB’s in 1951; FNMA.secondary
market operations, FICB’s, and BCOOP’s in 1968. The total debt for
these agencies amounted to $0.7 billion on Dec. 31, 1947, $3.5

31, 1960, $38.8 billion on Dec. 31, 1970, $78.8
billion on Dec. 31, 1975, and $81.4 billion on Dec. 31, 1976.

t Borrowlngofrom the public equals gross Faderal debt less securi-
ties held in Government accounts (a unified budget concept).

Source: Federal debt, Treasury Department; other data, Bureau of
Economic Analysis, Commerce Department.

Note: Detail may not add to totals because of rounding. Real GNP
is in constant 1972 dollars. Real per capita debt expressed in 1967
prices (l.e., Consumer Price Index for all items.

6¥



| TABLE 7.—ESTIMATED FEDERAL DEBT RELATED TO POPULATION AND PRICES
[Amounts in dollars]

Outstanding Federal debt Per capita Federal debt ! Real per capita Federal debt

Privately Privately o Privately

Year Gross ? Net? held net ¢ Gross? Net? held net ¢ Gross ? Net? held net!
1929................... 17.5 165 $16.0 144 136 131 $281 265 $256
1930.............. ... $17.3 $16 5 15.8 $141' $134 $128 292 $27 266
1931................... 19.1 18.5 17.7 154 149 142 354 34 327
1932................... 22.0 21.3 19.4 176 171 155 451 437 396
1933................... 25.3 24.3 219 201 194 174 513 492 443
1934................... 33.3 30.4 28.0 264 241 221 657 600 551
1935......... ... ..., 36.2 34.4 32.0 284 270 251 688 654 607
1936................... 40.3 37.7 35.3 315 294 275 752 704 658
1937................... 43.1 39.2 36.6 335 304 284 776 = 706 658
1938................... 45.6 40.5 37.9 351 - 312 291 837 744 695
1939................... 48.8 42.6 40.1 373 325 306 893 780 733
1940................... 52.2 44.8 42.6 394 338 321 934 802 761
1941................... 65.6 56.3 54.0 490 420 403 1,059 909 = 871
1942................... 113.7 101.7 95.5 840 751 705 1,661 1,486 1,394
1943................... 171.0 1544 1429 1,246 1,125 1,041 2,388. 2,156 1,995



See footnotes at end of table.
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TABLE 7.—ESTIMATED FEDERAL DEBT RELATED TO POPULATION AND PRICES—Continued
[Amounts in dollars) .

__ Outstanding Federal debt Per capita Federal debt ! Real per capita Federal debt
Privately Privately Privately
Year Gross? - Net? held net! Gross ? Net? held net ¢ Gross? Net? held net?

1964................... $323.4 $264.0 $227.0 $1,685 $1,376 $1,183 $1,801 $1,470 $1,264
1965................... 3269 2664 2256 1,682 1,371 1,161 1,764 1,438 1,217
1966................... 339.6 2718 2275 1,728 1383 1,157 1,753 1,403 1,174
1967................... 3619 2864 237.3 1,821 1,441 1,194 1,793 1,419 1,176
1968................... 371.3 2919 2389 1,850 1,454 1,190 1,739 1,367 1,119
1969.. ..o 381.2 289.3 232.1 1,881 1,427 1,145 1,666 1,265 1,014
1970................... 4008 301.1 239.0 1,956 1,470 1,166 1,643 1,234 979
1971................... 4344 3259 255.1 2,098 1,574 1,232 1,705 1,279 1,001
1972................... 460.2 3412 2699 2,203 1,634 1,292 1,732 1,284 1,015
1973 . 480.7 349.1 2686 2285 1,659 1,276 1,650 1,198 922
1974................. .. 504.0 3608 280.1 2378 1,703 1,322 1,531 1,096 851
1975.................. 587.6 446.3 358.2 2,752 2,090 1,677 1,655 1,257 1,009
1976................... 6648 5158 4185 3,090 2,398 1,945 1,773 1,376 1,116
197_7 .................. 729.2 ' 5725 4708 3,364 2641 2,171 1,810 1,422 1,170

"' Perfcapltta delt)t is cﬂc&latla;egtb{ divigln dlebt ﬂlggt:‘r;s by pc:pgla- ¢ Borrowing from the public less Federal Reserve holdings.
on of conterminous Unitegd otates. ©eginning » population g, ca: Federal debt, Treasury Department; other data, Bureau of
includes Armed Forces overseas, Hawali, and Alaska. : _aebt, pa ; ' u
* Total Federal securities includes public debt securities and Economic Analysis, Commerce Department.
Note: Detail may not add to totals because of rounding. Real GNP

budget agency securities. .- -
3 rowing from the public equals gross Federal debt less securi- Is in constant 1972 dollars. Real per capita debt expressed in 1967
ties held in Government accounts (a unified budget concept). prices (i.e., Consumer Price index for all items).
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TABLE 8.—PRIVATELY HELD FEDERAL DEBT RELATED TO GNP
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TABLE 8.—PRIVATELY. HELD FEDERAL DEBT RELATED TO
-~ GNP—Continued

[Dotlar amounts in billions]

Gross Year-to-year
national Private 'Y Ratio of price

Year product  held debt’ debtto GNP changes*®
1964.............. $635.7 $227.0 35.8 1.2
1965.............. 688.1 225.6 32.8 2.0
1966.............. 753.0 227.5 30.3 3.4
1967.............. 796.3 237.3 29.9 3.0

1968.............. 868.5 238.9 276 — - 4.7 .
1969.............. 935.5 232.1 24.9 6.1
1970.............. 982.4 239.0 244 5.5
1971.............. 1,063.4 255.6 24.0 3.4
1972.............. 1,171.1 271.1 23.1 3.4
1973.............. 1,306.3 270.4 20.7 88
1974.............. 1,412.9 280.1 19.8 12.2-

1975.............. 1,528.8 358.2 23.4 7.0 .
1976, ............. 1,706.5 418.5 24.5 4.8
1977.............. 1,890.4 470.8 249 6.8

1 Borrowl:g {from the public less Federal Reserve holdings.
3 Measured by all item Consumer Price index, December to December basis,

Source: Federal debt, Treasury Department; other data, Bureau of Economic
Analysis, Commerce Department.

Note: Detall may not add to totals because of rounding. Real GNP is in constant
1972 dollars. Real per caplta debt expressed in 1967 prices (I.e., Consumer Price
Index for all items). .
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TABLE 9.—CHANGES IN PER CAPITA REAL GROSS NATIONAL

PRODUCT
GNP per capits, change
GNP per m year ago
GNP in capita
billions constant Constant .
of 1972 1972 1972

Year dollars dollars! dollars Percent
1929.............. 314.7 2584 ...,
1930.............. 385.1 3,129 544 21
1931.............. 263.3 2,12 -1,006 -32
1932.............. 227.1 1,819 -303 -14
1933.............. 222.1 1,769 -50 -2
1934.............. 239.3 1,894 125 7
1935.............. 261.0 2,051 157 8
1936.............. 297.1 2,320 269 13
1937.............. 310.8 2,413 92 4
1938.............. 297.8 2,294 -118 -4
1939............ - 319.7 2,443 148 6
1940.............. 343.6 2,591 148 6
1941.............. 396.6 2,962 370 14
1942.............. 454.6 3,358 396 13
1043.............. 527.3 3,842 483 14
1944.............. 567.0 4,082 239 6
1945.............. 559.0 3,980 -101 -2
1946.............. 477.0 3,361 -618 -15
1947.............. 468.3 3,236 -124 -3
1948.............. 487.7 3,313 76 2
1949.............. 490.7 3,276 -~36 -1
1950.............. 533.5 3,504 227 6
1961.............. 576.5 3,722 218 6
1952.............. 598.5 3,799 76 2
1953.............. 6218 3,882 83 2
.............. 613.7 3,764 -117 -2
1955.............. 654.8 3,946 181 4
1956.............. 668.8 3,960 13 ............
1957.............. 680.9 3959 ... ...
1958.............. 679.5 3,885 -~73 -1
1959.............. 720.4 4,051 165 4
.............. 736.8 4,078 27 ...c........
1961.............. 755.3 4,112 33 ............
1962.............. 799.1 4,284 172 4
.............. 830.7 4,390 105 2
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TABLE 9.~CHANGES IN PER CAPITA REAL GROSS NATIONAL

PRODUCT—Continued
GNP psr capits, change
GNP per ﬂ?:rm yopa'r' ago "o
GNP In ca
billions constant Constant
of 1972 1972 1972
Year : dollars .dollars® dollars Percent
1964.............. 874.4 4,557 167 3
1965.............. 925.9 4,765 208 4
1966.............. 981.0 4,991 225 4
1967.............. 1,007.7 5,071 80 S |
1968.............. 1,051.8 5,241 169 3
9. il 1,078.8 5,323 82 1
1970.............. 1,075.3 5,249 —-74 -1
1971.............. 1,107.5 5,349 100 1
1972.............. 1,171.1 ,607 258 4
1973.............. 1,235.0 5,869 . 262 4
1974.............. 1,217.8 5,747 - -122 -2
1975.............. 1,202.1 5,629 -118 -2
1976.............. 1,274.7 5,926 297 5
1977.............. 1,337.6 6,169 243 4

! Per capita debt is calculated by dividing debt figures by population of con-
terminous United States. Beginning 1949, population includes Armed Forces over-
seas, Hawaii, and Alaska.

Source: Federal debt, Treuu? Department; other data, Bureau of Economic
Analysis, Commerce Department. -

Note: Detall mar not add to totals because of rounding. Real GNP is in constant
1972 dollars. Real per capita debt expressed in 1967 prices (l.e., Consumer Price
Index for ail items).
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