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Part 3 

BUDGET AUTHORITY AND OUTLAYS BY FUNCTION, 1980-1982 

The budget resources devoted to meeting national needs are 
classified by functions so that budget authority and outlays can 
be grouped together according to purpose. To the extent 
feasible, these groupings are made without regard to agency or 
other organizational di stinctions. These categories are used by 
the Congress in developing the concurrent resolutions on the 
budget. This part contains separate sections for each of the 
budget functions on 1981 and 1982 estimates. Part 4 discusses 
the projections for 1983 through 1986 for each function. 
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050: NATIONAL DEFENSE 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 145.8 17 3.9 200.3 
Department of Defense-Military: 

Reestimates and revised economic 
assumptions: 

Military retired pay -* -0.2 
All other -0.8 -2.1 

Policy reductions: 
Civilian pay -0.1 
All other -0.5 -1.9 

Policy increases: 
Military pay 0.4 1.9 
All other 7.7 28.6 

Atomic energy defense activities 0.3 
Defense-related activities * -0.5 

Revised budget 145.8 180.7 226.3 

Outlays 

January budget 135.9 161.1 184.4 
Department of Defense-Military: 

Reestimates and revised economic 
assumptions: 

Military retired pay -* -0.2 
All other -2.6 -3.4 

Policy reductions: 
Civilian pay -0.2 
All other -0.3 -0.9 

Policy increases: 
Military pay 0.4 1.9 
All other 3.5 7.6 

Atomic energy defense activities * 0.1 
Defense-related activities * -0,5 

Revised budget 135.9 162.1 188.8 

* $50 million or less. 

The budget authority now requested for the national defense 
function for 1982 is $25.8 billion higher than that requested in 
the January budget. Outlays for 1982 are estimated to be $4.3 
billion higher. This is due to program increases totaling $9.6 
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billion in outlays, partly offset by $3.6 billion in downward 
reestimates and planned reductions of $1.6 billion. 

Department of Defense-Military 

Reestimates.—Defense outlays and budget authority have been 
reestimated to reflect the economic assumptions contained in this 
document. Lower projected inflation has reduced projected costs 
of defense purchases and military retired pay cost-of-living 
adjustments. In addition, prior to any policy modifications to 
the January budget, outlays under existing contracts were 
reestimated downward by $2.3 billion for 1981 and $2.2 billion 
for 1982 on the basis of recent spending patterns. 

Proposed reductions.—Savings of $0.2 billion in 1982 in civilian 
employment payroll costs, and larger amounts in subsequent years, 
are estimated for the Administration's proposed changes in the 
method used to calculate Federal pay raises. Under this 
proposal, a pay raise of 4.8% is estimated for civilian personnel 
for 1982, rather than the 5.5% assumed in the January budget. 

Savings of $0.7 billion a year beginning in 1983 are expected 
from the withdrawal of most of the previous administration's 
proposals to alter the military retired pay system. The January 
budget proposal to shift from semi-annual to annual indexation of 
retired pay benefits is retained, however, and this proposal is 
now estimated to save $0.4 billion in 1982 compared to current 
law. 

The Administration proposes other reductions estimated at $1.9 
billion in budget authority and $0.9 billion in outlays in 1982, 
and larger amounts in subsequent years. These reductions involve 
realignment of the defense installation and logistics structure 
that would reduce its over-all size, and, where appropriate, make 
greater use of contractual services instead of in-house 
Government activities. Travel costs and the use of consultants 
will also be reduced, and a variety of management improvements 
will be undertaken to improve acquisition procedures. The latter 
include multi-year procurements permitting substantial economies 
due to early assurance of longer production runs; ordering in 
more economic quantities, and increased competition in the 
awarding of contracts; termination of weapon systems that are 
excessively costly in relation to mission requirements or 
peripheral to our defense requirements; and emphasis on 
investments that improve productivity both in the defense 
industrial base and in Government-operated facilities. 

Proposed increases.—The Administration proposes a 5.3% pay raise 
for military personnel in July 1981, in addition to the 9.1% 
October 1981 pay raise assumed in the January budget. This 
higher military pay will reduce the outflow of experienced 
personnel from the armed services. This adds $1.9 billion to 
military pay in 1982, compared to the amount provided in the 
January budget. 
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Increased funding in other areas amounting to $28.6 billion in 
budget authority and $7.6 billion in outlays in 1982 will 
strengthen strategic forces, improve military readiness, and 
accelerate modernization of combat forces. 

The major program initiatives for strategic forces include a new 
manned bomber, improvements in tanker aircraft, additional cruise 
missiles, and improvements in command and control systems. 

The readiness of U.S. forces will be improved by providing funds 
for additional spare parts needed to sustain higher operating 
rates and fill war reserve needs, and for additional ammunition 
for training and war reserve requirements. Higher military pay 
rates will also contribute to readiness by attracting and 
retaining skilled military manpower. 

Our ability to deploy forces in remote areas, such as the Indian 
Ocean and Persian Gulf, will be improved by increases in naval 
surface forces, including reactivation of battleships and an 
aircraft carrier. Special equipment would be acquired to enable 
combat forces to operate in hostile environments, such as desert 
warfare. 

Modernization of conventional forces would be accelerated by more 
rapid procurement of new Army equipment, including new tanks, air 
defense systems, helicopters, and ammunition; naval aircraft and 
air-defense and missile-launching systems for surface ships; and 
Air Force aircraft, missiles, and ammunition. 

Intelligence capabilities will be strengthened by providing 
increased funding for personnel, processing, and information 
collection capabilities. 

Other National Defense 

Proposed increases.—Estimates for atomic energy defense 
activities have increased by $0.3 billion in budget authority and 
$0.1 billion in outlays for 1982, primarily for necessary 
improvements to the Nation's nuclear weapon's production 
facilities. 

Proposed reductions.—The General Services Administration 
maintains a stockpile of strategic and critical materials for 
potential defense production requirements. In addition to 
currently required materials, the stockpile now contains about $6 
billion worth of materials that have been declared excess by 
defense agencies. The Administration proposes acceleration of 
the sales of these excess materials to provide funds for future 
acquisitions of required materials and to reduce security, 
rotation, and other storage costs of the excess materials. The 
acceleration of sales would increase receipts by $0.5 billion 
over the estimate in the January budget for 1982. 
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150: INTERNATIONAL AFFAIRS 

(S 'billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 15.5 25.2 19.6 
Reestimates: 

Export-Import Bank -0.1 -* 
Policy reductions: 

Development aid -0.6 -1.7 
International organization 
assessments -0.2 

Export-Import Bank -0.7 -0.6 
All other * -0.1 

Policy increases: 
Security assistance 0.9 
Other * * 

Revised budget 15.5 23.7 17.9 

Outlays 

January budget 10.7 11.3 12.2 
Reestimates: 

Export-Import Bank 0.1 -0.4 
Other (net) 0.1 0.1 

Policy reductions: 
Development aid -0.1 -0.3 
International organization 
assessments -0.2 

Export-Import Bank -0.1 -0.2 
All other * -0.1 

Policy increases: 
Security assistance 0.1 
Other * * 

Revised budget 10.7 11.3 11.2 

$50 million or less. 

The revised budget proposals for international affairs include a 
policy increase to meet critical security assistance objectives, 
but because of offsetting policy reductions and downward 
reestimates, the function totals for 1982 are well below the 
January budget request. The Administration's budget authority 
request is $1.5 billion lower in 1981 and $1.7 billion lower in 
1982 than the January budget levels. Outlays are estimated to be 
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approximately the same as the January budget for 1981 and §1.0 
billion lower in 1982. 

Reestimates.—Reestimates of spending rates reduce 1982 outlays 
on net by $0.3 billion below the January budget. Of this amount, 
$0.4 billion is a downward reestimate of Export-Import Bank 
outlays due to lower interest rates and slower disbursements on 
aircraft loans. Subscriptions to the multilateral development 
banks have also been reestimated down ($-0.1 billion) since 
January and partially offset an upward reestimate of exchange 
stabilization fund outlays ($0.2 billion). 

Proposed reductions.—The Administration proposals reduce budget 
authority for international affairs by $1.4 billion in 1981 and 
$2.6 billion in 1982 below the January budget request. Outlays 
are estimated to be $0.2 billion lower in 1981 and $0.8 billion 
lower in 1982 as a result. 

Reductions are proposed in development programs to eliminate 
lower priority activities. Contributions to internationally 
agreed replenishments of the funds of some multilaterial 
development banks will be stretched out in a manner consistent 
with those agreements. Voluntary contributions to some United 
Nations and other international organization programs and funding 
for the Agency for International Development (AID), P.L. 480 food 
aid, and the Peace Corps would be reduced from the levels in the 
January budget. Humanitarian programs, such as those providing 
emergency disaster relief and food, would be maintained at their 
recent levels. The AID programs would be reoriented to assure 
that they clearly contribute to the ability of Third World 
countries to improve their economic performance. 

Starting in 1982 there will be a delay each year in the payment 
of U.S. assessed contributions to international organizations. 
This change will permit savings in the budget requests for 1982-
85. For 1982, this shift would reduce the January budget request 
by $0.2 billion in budget authority and outlays. 

The Administration proposal to reduce the long-term lending 
authority of the Export-Import Bank is part of the overall effort 
to control the expansion of Federal credit programs, particularly 
those with an unneeded subsidy element. The lower lending level 
would still permit the Bank to offer substantial levels of credit 
to exporters. In addition to benefiting from regular, long-term 
direct loans, smaller U.S. exporters would continue to be 
assisted by the Bank's medium-term discount loan program. The 
revised budget proposes an authorization level of $0.4 billion 
for the medium-term loan program, while the January budget 
proposed termination of this program. The net effect of these 
changes would reduce 1982 budget authority for the Export-Import 
Bank by $0.6 billion and outlays by $0.2 billion below the 
January budget request. 

Other proposed reductions include cutbacks in International 
Communication Agency activities and in the U.S. contribution to 
the Sixth International Tin Agreement. In addition, the 
proposals would reduce the Overseas Private Investment 
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Corporation1s loan guarantee program and terminate its direct 
lending. 

Proposed increases.—The Administration is proposing to increase 
security assistance programs to several countries as well as 
contingency accounts. T h ^ e initiatives would increase 1982 
budget authority by $0.9 billion above the January budget 
request. In addition, the Administration plans to establish a 
new revolving fund for procuring military equipment for eventual 
transfer to other countries that would shorten lead times for 
delivery of critical weapons systems. Because the fund would 
receive payments well before they are paid out against military 
equipment orders, the effect of the fund is to reduce outlays in 
the international affairs function. As a result, the net 
increase in security assistance outlays above the January budget 
is $0.1 billion in 1982. 

The Administration also proposes to increase funding for Radio 
Free Europe/Radio Liberty through the appropriation to the Board 
for International Broadcasting to improve broadcasting to Eastern 
European countries. 
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250: GENERAL SCIENCE, SPACE, AND TECHNOLOGY 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 6.1 6.6 8.1 
Policy reductions: 

NASA -* -0.5 
National Science Foundation -0.1 -0.3 
Department of Energy general 
science -* -* 

Revised budget 6.1 6.5 7.2 

Outlays 

January budget. 5.7 6.3 7.6 
Policy reductions: 

NASA -* -0.4 
National Science Foundation -* -0.2 
Department of Energy general 
science - — 

Revised budget 5.7 6.2 6.9 

$50 million or less. 

The Administration believes that Federal support for science and 
space technology is an important investment in the Nation's 
future. The policy changes proposed in this function for 1981 
and 1982 permit continuation of the highest priority programs, 
but reduce those that cannot be sustained under current 
circumstances. In 1982, the revised budget proposes $7.2 billion, 
in budget authority, an increase of 10% from the level 
appropriated for 1981, but a reduction of 11% from the level 
proposed by the previous administration. Estimated outlays are 
$6.9 billion in 1982, a 9% reduction from the level estimated in 
January. 

Proposed reductions.—The sharp increase proposed for the space 
programs of the National Aeronautics and Space Administration in 
the January budget is incompatible with a program of overall, 
restraint. The revised budget authority request for 1982, $5.6 
billion, still provides the significant increase over 1981 needed 
in the space shuttle program to meet civilian and critical 
defense needs. The development and procurement of the fleet of 
four space shuttle orbiters and the option to buy a fifth 
orbiter, if needed, will be maintained. Slower development of 
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spacelab and elimination of funding for the solar electric 
propulsion system are also proposed. 

For space science programs, the revised budget defers new flight 
projects and projects initiated only recently, such as the gamma 
ray observatory spacecraft, the Venus orbiting imaging radar 
project, and spacelab experiments, while the solar polar mission 
is continued at a reduced level. Most new space applications 
programs previously proposed would be deleted and reductions are 
proposed for some ongoing activities. The reduced level would 
provide support for research on space remote-sensing techniques 
and satellite missions, research related to understanding weather 
and climate, and research on advanced space communications 
technology. 

Budget authority for space programs of the National Aeronautics 
and Space Administration is reduced by $521 million in 1982 from 
the January request. Outlay reductions are estimated to be $428 
million in 1982. 

The Administration proposes to reduce or eliminate some National 
Science Foundation (NSF) programs while preserving support for 
the advancement of science through basic research. The programs 
that are proposed for reduction or elimination include those in 
science and engineering education and the behavioral, social, and 
economic sciences that are less critical to meeting the principal 
goals and objectives of the Foundation. All new NSF programs 
proposed in the January budget request — such as university 
laboratory modernization grants and a planned 25-meter radio 
telescope — are being deferred for future consideration. The 
budget authority request for NSF is reduced by $83 million in 
1981 and $320 million in 1982 from the January budget, while 
estimated outlays are reduced $36 million and $209 million 
respectively. 

The Administration proposes a budget authority reduction of $40 
million from the January budget in the Department of Energy's 
general science programs in life sciences and nuclear medicine, 
high-energy physics, and nuclear physics. This will result in a 
stretchout of construction projects, and deferral of new 
accelerator construction at several universities. The revised 
budget authority request of $567 million in 1982 still allows for 
improvements in experimental facilities and support of continuing 
research. Outlays would be reduced by $24 million in 1982 from 
the January budget estimate. 
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270: ENERGY 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 36.4 8.3 12.1 
Reestimates 0.1 
Policy reductions: 

Fossil and synthetic fuels -0.6 -1.1 
Alcohol fuels and biomass -1.2 
Solar -0.1 -0.4 
Other supply -0.2 -0.3 
Uranium enrichment -0.8 -0.4 
Spent fuel storage -0.3 
Solar Energy and Energy Conservation 
Bank -0.1 -0.1 

Conservation -0.2 -0.7 
Regulation and information -0.1 -0.3 

Policy increases: 
Nuclear energy 0.1 0.3 
Strategic petroleum reserve 1.3 0.2 
Petroleum reserve and other receipts. -0.3 -0.3 

Revised budget 36.4 5.8 9.0 

Outlays 

January budget 6.3 8.7 12.0 
Policy reductions: 

Fossil and synthetic fuels -0.3 -1.2 
Alcohol fuels and biomass -0.1 -0.1 
Solar -0.1 -0.4 
Other supply * -0.3 
Uranium enrichment -0.4 
Spent fuel storage 0.1 -0.2 
Solar Energy and Energy Conservation 
Bank -* -0.1 

Conservation -* -0.4 
Regulation and information -0.1 -0.3 

Policy increases: 
Nuclear energy 0.1 0.2 
Strategic petroleum reserve 1.3 0.3 
Petroleum reserve and other receipts. -0 * 3 -0.3 

Revised budget 6.3 9.2 8.7 

* $50 million or less. 
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Most of the changes in the energy function reflect the 
Administration's conviction that the Nation's energy problems 
will be solved by the people and industries of this country in 
response to realistic Federal policies, not by Government 
spending. In the past, the Federal Government has postponed hard 
decisions on energy policy and created numerous programs that 
have added to the burden of the budget and have provided the 
illusion of progress without the reality. The President's 
decision to decontrol oil markets and proposed changes in the 
budget are key steps in carrying out the policies of this 
Administration. The budget authority proposed for the energy 
function is $2.5 billion lower in 1981 and $3.1 billion lower in 
1982 than the levels requested in the January budget. Estimated 
outlays are increased by $0.5 billion in 1981 (due to the net 
effect of reductions and increased costs for the strategic 
petroleum reserve) and reduced by $3.3 billion in 1982. 

Reestimates.—Correction of an error in the January budget 
increases budget authority for the Clinch River breeder reactor 
by $0.1 billion in 1981. 

Policy reductions.—The Administration supports the development 
of a commercial synthetic fuels industry. By shifting the 
Department of Energy's synthetic fuels commercialization 
activities to the newly-created Synthetic Fuels Corporation, 
development of our synthetic fuels potential can be achieved 
without needless use of tax dollars to subsidize private business 
ventures. 

Using the forms of assistance provided by the Corporation, rather 
than those provided by the Department of Energy, private 
companies will manage construction with more of their own money 
at risk. The likelihood of successful project outcomes will, 
therefore, increase, while potential Government costs will 
decrease. 

The Department of Energy would end its program of major technical 
demonstrations, transfer the interim alternative fuels funding 
program to the Synthetic Fuels Corporation, and focus on 
supporting long-range research and development. The 
Administration will propose a rescission of $300 million in 1981 
for feasibility studies and cooperative agreements and a transfer 
of the unobligated portion of the remaining $5.0 billion of 
budget authority in the Department of Energy program to the 
Synthetic Fuels Corporation on June 30, 1981. 

In keeping with this strategy, major reductions are also planned 
in fossil energy research, development, and demonstration 
programs. Funding for design and operation of major fossil 
energy pilot and demonstration plants is reduced or eliminated. 
Budget authority for all fossil and synthetic fuels programs will 
be reduced below the January level by $0.6 billion in 1981 and 
$1.1 billion in 1982. Estimated outlays would be reduced by $0.3 
billion in 1981 and $1.2 billion in 1982. 

The Administration supports continuation of existing tax credits 
and the excise tax exemption for gasohol, but proposes the 
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termination of the alcohol fuels and biomass programs 
administered by the Departments of Agriculture and Energy and 
funded through the energy security reserve. The combination of 
tax incentives and removal of price controls from domestic crude 
oil will make alcohol fuels more competitive and eliminate the 
need for additional subsidies through the loan guarantees, 
feasibility studies, and cooperative agreements that have been 
supported by these agencies. Budget authority not yet obligated 
under either program, estimated to be $1.2 billion, is proposed 
for rescission in 1981. This would result in reductions in 
estimated outlays of $0.1 billion in 1981 and 1982. 

The Department of Energy conducts a variety of research, 
development, and demonstration programs that are intended to 
develop or improve energy technologies and to subsidize the 
adoption of these technologies by private industry. Rising 
energy prices, new tax incentives for investment, regulatory 
relief and economic recovery make many of these programs 
unnecessary. 

The Administration, therefore, plans to restructure the 
technology programs of the Department of Energy to emphasize 
longer-term, high risk, but potentially high-payoff research and 
development while terminating larger technical demonstrations. 
The Administration believes that Federal support for energy 
research is appropriate, but that large demonstrations and the 
development of commercial applications should be left to the 
private sector. 

— The focus of Department of Energy programs for solar 
energy will be shifted from near-term development, 
demonstration, and commercialization activities toward 
longer-term research and development. Budget authority 
and outlays would be reduced by $0.1 billion in 1981 and 
by $0.4 billion in 1982 below the January budget. 
Federal tax credits, including incentives for biomass 
and alcohol fuels, estimated to be $0.6 billion in 1982, 
will continue unchanged. 

— Other energy supply programs, including geothermal loan 
guarantee and commercialization programs, the uranium 
resource assessments program, subsidies for small 
hydropower projects, near-term development of energy 
storage and electric transmission systems and 
duplicative environmental studies, would be eliminated. 
These proposals reduce budget authority by $0.2 billion 
in 1981 and $0.3 billion in 1982, while outlays are 
decreased $0.3 billion in 1983. 

In addition, improved efficiency of operations and increased 
prices that recover a greater part of the costs associated with 
the uranium enrichment program of the Department of Energy result 
in a $0.8 billion reduction in budget authority in 1981 and $0.4 
billion reductions in budget authority and outlays in 1982. 

The Administration does not support Federal funding for an away-
from-reactor spent nuclear fuel storage facility. Withdrawal of 
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th e previous administration's proposal reduces budget authority 
by $0.3 billion and increases outlays by $0.1 billion in 1981, 
while 1982 outlays are reduced by $0.2 billion. 

Under the Administration proposals, the Solar Energy and Energy 
Conservation Bank program in the Department of Housing and Urban 
Development would not be started up. Existing Federal tax 
credits and rising oil prices already provide substantial 
incentives for investment in solar energy and conservation. 
Preliminary regulations have been withdrawn and no loan subsidies 
will be disbursed. 

The Administration proposes that $121 million appropriated for 
this program in 1981 be rescinded and that the 1982 budget be 
amended to withdraw the $125 million appropriation requested by 
the previous administration. Outlays would be reduced by $0.1 
billion in 1982. 

Rising energy prices have led to substantial improvements in the 
efficiency with which the Nation uses energy. Decontrol of oil 
prices and existing tax credits will encourage continuing energy 
conservation efforts by individuals and businesses. As a result, 
many of the energy conservation spending and regulatory programs 
conducted by the Federal Government are no longer necessary. 

The Administration proposes reductions in Department of Energy 
programs for conservation technology development, regulation, 
information, and financial assistance to State and local 
governments. Grants for conservation improvements in public and 
non-profit schools and hospitals will continue at a rate of about 
$100 million per year. The Department of Energy's weatherization 
assistance program is proposed for termination. State and local 
governments can continue to fund weatherization programs using 
the Department of Housing and Urban Development's community 
development block grant program, which is discussed in the 
community and regional development function. 

The Administration will propose a rescission of $207 million in 
1981 and amendments to the budget request submitted by the 
previous administration, as well as withdrawing regulations and 
proposed legislation that are no longer called for. These 
changes reduce budget authority by $0.2 billion in 1981 and $0.7 
billion in 1982 from the January budget level. Outlays would be 
reduced by $0.4 billion in 1982. 

Since greater reliance will be placed on energy markets to meet 
energy needs, there will be less need for energy regulation and 
information programs. The price and allocation functions of the 
Economic Regulatory Administration, mandatory fuel use 
restrictions, and coupon gasoline rationing are proposed for 
elimination. This will result in reductions of $0.2 billion in 
both budget authority and estimated outlays from the January 
budget levels for 1982. 

As a result of the reductions in the activities of the Department 
of Energy, budget authority for departmental administration and 
overhead is being reduced by 32% below the January budget request 
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for 1982. In addition, planning for the regional strategic 
petroleum reserve program proposed by the previous administration 
will be terminated, since prompt development of centralized 
storage facilities is more effective and less costly. 

The Administration proposes a major change in the financing of 
the Rural Electrification Administration, termination of the 
biomass and alcohol fuels loan guarantee program, and reductions 
in geothermal and other credit programs, which are discussed in 
Part 2. 

Policy increases.—The Administration believes that nuclear 
energy must play an important role in the Nation's energy future. 
The revised budget includes budget authority and outlay increases 
in 1981 and 1982 to build the Clinch River breeder reactor and to 
start design studies for a large, commercial size breeder 
reactor. Increases are also proposed for commercial waste 
management programs and for continuing research by the Department 
of Energy at the Three Mile Island nuclear plant. These 
proposals result in an increase over the January budget levels of 
$0.1 billion in budget authority in 1981 and of $0.3 billion in 
budget authority and $0.2 billion in outlays in 1982. 

As a result of decontrol of domestic oil prices and the 
termination of the crude oil entitlements program, the strategic 
petroleum reserve program will lose offsetting receipts of 
approximately $1.3 billion in 1981 and $0.2 billion in 1982. The 
Administration proposes to increase budget authority and outlays 
by the amounts needed to maintain strategic petroleum reserve oil 
fill schedules. 

Estimated receipts from the sale of oil at the Government-owned 
petroleum reserves and from power marketing activities are 
expected to increase $0.3 billion in 1981 and $0.3 billion in 
1982 as a result of changes in oil prices, taxes and sales 
practices. 
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300: NATURAL RESOURCES AND ENVIRONMENT 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 13.1 12.7 13.6 
Reestimates: 

Mineral leasing receipts -0.1 -0.1 
Policy reductions: 

Water resource construction * -0.2 
Improved targeting of conservation 
expenditures -0.3 -0.6 

Youth conservation corps -* -0.1 
Waste treatment grants -1.7 -3.7 
National Oceanic and Atmospheric 
Administration (NOAA) -* -0.2 

Mineral leasing receipts -0.2 
All other. -0.1 -0.7 

Policy increases: 
National Park Service * 0.1 
All other 0.1 * 

Revised budget 13.1 10.4 7.9 

Outlays 

January budget 13.8 14.1 14.0 
Reestimates: 

National Oceanic and Atmospheric 
Administration (NOAA) . -* 

Mineral leasing receipts -0.1 -0.1 
Waste treatment grants -0.1 
All other -0.1 -0.2 

Policy reductions: 
Water resource construction -0.2 
Improved targeting of conservation 
expenditures -0.1 -0.3 

Youth conservation corps -* -0.1 
Waste treatment grants -* -0.3 
National Oceanic and Atmospheric 
Administration (NOAA) * -0.2 

Mineral leasing receipts... 0.2 
All other -0.1 -0.5 

Policy increases: 
National Park Service * 0.1 
All other 0.1 * 

Revised budget 13.8 13.7 12.0 

$50 million or less. 
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Administration proposals and technical reestimates reduce outlays 
for the natural resources and environment function by $0.4 
billion in 1981 and by $2.1 billion in 1982 below the January 
budget. The budget authority request is $2.3 billion less in 
1981 and $5.7 billion less in 1982 than the January budget. The 
proposed reductions include stretching out and retargeting public 
sector capital improvement programs, imposing fiscal restraint on 
other programs, delaying purchase of additional land for park and 
recreation purposes, while at the same time augmenting resources 
for the protection of existing national parks, and increasing 
offsetting receipts by accelerating mineral leasing. 

Proposed reductions.—The Administration proposes a 15% reduction 
in planned construction for water resources programs. This 
proposal does not include funding for three Corps of Engineers 
projects that are incompatible with the current austere budget 
environment. 

About 75 of the more than 300 remaining projects would be delayed 
slightly. However, these delays would not affect the completion 
dates for hydro-power, municipal and industrial water supply, 
urban flood control or navigation projects. 

The Administration proposes to eliminate funding for the Water 
Resources Council (including State planning grants and the River 
Basin Commissions) and the Office of Water Research and 
Technology. A small Office of Water Policy will be established 
within the Department of the Interior to advise the Secretary on 
water resources policies. The Administration will continue to 
examine water resource planning and development programs for 
additional improvements. 

The expenditures for recreation land conservation will be 
substantially refocused through: a moratorium on Federal land 
purchases; the elimination of three major grant programs for 
recreation land acquisition and development and historic 
preservation; and significant resource increases for existing 
national parks. Postponing Federal acquisition will allow for a 
thoughtful policy review of existing park and recreation 
legislation. Legislation is being proposed to amend the land and 
water conservation fund to allow the fund to be used for 
improvements in our National Park system. The requested budget 
authority will be reduced by $0.2 billion in 1981 and $0.5 
billion in 1982. Estimated outlays for conservation purposes 
will decline $0.1 billion in 1981 and $0.3 billion in 1982. 
While outlays for non-timber activities in national forests will 
decrease slightly in 1982 from the January budget estimates. 
Some of the Bureau of Indian Affairs grant programs located in 
the natural resources and environment function will be 
consolidated with other Indian programs. This proposal is 
discussed in the community and regional development function. 

The Administration proposes to phase out the Youth Conservation 
Corps (YCC) by the end of 1981. This will be accomplished by 
rescinding 1981 funds currently available for YCC. The January 
budget also proposed to eliminate the Young Adult Conservation 
Corps, a similar program that is classified in the employment and 
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training subfunction. The phaseout of these programs is proposed 
because they are costly and are not well directed to needy youth. 
In addition, these programs carry out public lands activities 
that are similar, but often lower priority, than those that are 
accomplished through other budgeted programs. Budget authority 
savings from the YCC phaseout are proposed at $38 million in 1981 
and $60 million in 1982. Outlays will be reduced by $33 million 
in 1981 and $60 million in 1982. 

The Administration proposes to reduce appropriations for the 
municipal waste treatment grant program and to direct future 
funding only to high-priority projects that directly improve the 
quality of receiving waters in the near term. This will be 
achieved by (1) a rescission of $585 million in 1980 
appropriations carried forward to 1981, (2) a rescission of 
approximately $115 million in funds appropriated under the Public 
Works Employment Appropriation Act of 1977, (3) a rescission of 
$1.0 billion in appropriations for 1981, (4) substantive 
legislative changes that limit Federal funding to those projects 
that directly enhance the quality of receiving waters, and 
(5) the withdrawal of the appropriation request for $3.7 billion 
in 1982 until this legislation has been enacted. Upon enactment 
by Congress, $2.4 billion will be requested for 1982. 

The Administration proposes to reduce budget authority and 
outlays for the Department of Commerce's National Oceanic and 
Atmospheric Administration (NOAA) programs in this function by 
$0.2 billion below the January budget in 1982. Funding for the 
State coastal zone management and sea grant colleges grant 
programs would be terminated because they have largely achieved 
their original purpose to develop State and local capability for 
addressing marine and coastal issues. In addition, the funding 
for the national oceanic satellite system (NOSS) would be 
eliminated because the intended NOSS data currently is collected 
through other means. No additional LANDSAT satellite 
procurements or ground system upgrade to provide land remote 
satellite sensing data continuity through the 1980's would be 
undertaken by NOAA. The two LANDSAT satellites already funded by 
NASA will provide sufficient data to assess the market potential 
for future land remote satellite sensing data. 

Proposed receipts increases.--The Administration is seeking to 
accelerate the leasing of mineral resources on Federal lands. 
The Outer Continental Shelf leasing program will be revised with 
the objectives of shortening the time needed to start exploratory 
drilling in all OCS areas and of streamlining the OCS sale 
preparation process while protecting the environment and the 
public's financial interest. Oil and gas leasing in the national 
petroleum reserve in Alaska (NRPA), coal leasing, and oil shale 
leasing will be accelerated. Excluding Outer Continental Shelf 
receipts which are accounted for in the undistributed offsetting 
receipts function, this would increase the proprietary receipts 
of the Government, and therefore reduce budget outlays an 
estimated $0.2 billion in 1982, as well as increase future shared 
revenue payments to States . 
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Th e Administration will propose user fee legislation for inland 
waterways and for harbors and channels. The inland waterway 
proposal accounted for in the receipts section, Part 2, will 
increase the present 4-cents per gallon tax on commercial barge 
fuel to recover the cost of operating and maintaining the 
waterways through increased receipts beginning in 1982, and will 
provide for recovering the cost of new waterways to be opened in 
the future. This proposal will recoup Federal subsidies of $248 
million in 1982. The channel and harbor proposal will begin to 
recover the full cost of dredging and maintaining harbors and 
channels, exclusive of costs allocated to naval traffic, 
beginning in 1983. The proprietary receipts from this proposal 
are included in the natural resources and environment function in 
Part 4. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1981



-51-

350: AGRICULTURE 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 4.9 5.6 5.6 
Policy reductions -* -* 

Revised budget 4.9 5.6 5.5 

Outlays 

January budget 4.8 1.1 4.8 
Reestimates: 

Federal crop insurance 0.1 
Policy reductions: 

Price support and related programs 
(CCC): 

Storage facility loans -* -0.1 
Loan interest rates -* -* 
Grain reserve interest waivers.... -0.1 -0.2 

Agricultural credit insurance (FmHA). -* -* 
Research and services -* -* 
Grain inspection and weighing user 
charges -* 

Policy increases: 
Debt rescheduling (Poland) 0.1 

Revised budget 4.8 1.2 4.4 

* $50 million or less. 

The Administration request for agriculture programs would reduce 
budget authority by $22 million in 1981 and in 1982. Outlays are 
estimated to be $48 million higher in 1981 and $0.4 billion lower 
in 1982 than the January budget as a net result of reestimates 
and policy reductions. A reestimate of crop insurance indemnity 
payments increases outlays by $0.1 billion in 1982. 

Proposed reductions.—Since 1978 there have been large surpluses 
of milk products, which the Federal Government must purchase 
under the dairy price support program. As a result, Federal 
stocks have increased (along with the Federal subsidy) at the 
same time that prices paid by the consumer have increased. To 
help eliminate excess dairy production, the Administration 
proposes to decrease the Federal subsidy for these products. As 
a result, dairy prices in the future would depend more on supply 
and demand in the market than on artificially high demand created 
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by this subsidy program. Annual estimated outlays would be no 
greater than $0.6 billion. 

To achieve these objectives, the Administration submitted 
legislation to eliminate the mandatory April 1, 1981 increase in 
dairy price support currently required by law. In addition, the 
Administration will submit long-term reforms as part of its 
comprehensive farm program. 

The Federal Government provides loans — not to exceed 
$100,000 — to farmers for 75% or more of the cost to build or 
renovate storage and drying facilities, usually for grain, rice 
or soybeans. The Administration proposes to curtail the current 
storage facility loan program in 1981 and to phase it out by 1986 
since there is currently more than adequate storage capacity for 
current and future crop years. This will reduce outlays by $25 
million in 1981 and $0.1 billion in 1982. 

The Administration intends to reduce costs in price support 
operations by charging interest on all loans at least equal to 
the Treasury cost of borrowing. Legislation will be submitted to 
eliminate the mandated first-year interest waiver for farmer-held 
reserve loans. These two actions would reduce outlays by $0.1 
billion in 1981 and by $0.2 billion in 1982. However, because 
the debt service payments on CCC export credits to Poland that 
were due March through June 1981 have been rescheduled, 1981 
outlays will be increased by $88 million. As a result, total net 
outlays for price support programs will decrease by $21 million 
in 1981 and $0.3 billion in 1982. 

In order to reduce dependence on the Federal Government as a 
supplier of credit, the Administration plans to reduce direct 
lending by the Farmers Home Administration, as is discussed in 
detail in the credit section of Part 2. In addition, interest 
subsidies will be terminated through administrative action for 
the farm operating loan program, and through proposed legislation 
for farm ownership and emergency disaster loans. 

Policy increases.—Agricultural research and extension activities 
will be increased $13 million in both budget authority and 
outlays for 1982. The Administration believes that increasing 
farm productivity should be an important part of the Federal 
Government's agriculture policies. 

Proposed receipts increase.—In addition to the January budget 
user charge proposal for cotton, tobacco, and warehouse grading 
and inspection, user charge legislation is being proposed to 
recover the full Federal cost associated with the supervision of 
grain inspection and weighing activities. This new proposal will 
result in annual outlay savings, starting in 1982, of 
approximately $25 million. 
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370: COMMERCE AND HOUSING CREDIT 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 10.5 7.0 10.7 
Reestimates and revised economic 
assumptions -* -0.5 

Policy reductions: 
Government National Mortgage 
Association (GNMA) -0.2 2.1 

Rural housing insurance (FmHA) -0.1 
Postal Service subsidies -0.2 
Withdrawal of proposed payments in 
excess of corporate tax liability... -0.2 -3.5 

Small Business Administration -* -0.2 
National Consumer Cooperative Bank... -0.1 -0.1 
Other -* -0.1 

Proposed increases: 
National Credit Union Administration. 0.1 

Functional change l/z Trade adjustment 
assistance 0.1 

Revised budget 10.5 6.4 8.2 

Outlays 

January budget 7.8 3.5 8.1 
Reestimates and revised economic 
assumptions 0.2 -0.7 

Policy reductions: 
Government National Mortgage 
Association (GNMA) * -* 

Rural housing insurance (FmHA) -* -0.1 
Postal Service subsidies -0.2 
Withdrawal of proposed payments in 
excess of corporate tax liability... -0.2 -3.5 

Small Business Administration -0.1 -0.1 
National Consumer Cooperative Bank... -0.1 -0.1 
Other -* -0.3 

Function change 1/: Trade adjustment 
assistance * 

Revised budget 7.8 3.2 3.1 

* $50 million or less. 

1/ The trade adjustment assistance program for firms and 
communities will be transferred from the community and regional 
development function. 
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The Administration proposes to reduce budget authority by $0.6 
billion in 1981 and $2.5 billion in 1982, and to reduce outlays 
by $0.2 billion in 1981 and $5.0 billion in 1982 below the 
January budget request. The budget reductions identified in the 
Government National Mortgage Association (GNMA), the Federal 
Housing Administration (FHA), the Farmers Home Administration 
(FmHA), the Small Business Administration (SBA), and the National 
Consumer Cooperative Bank have significant implications for 
Federal credit activity, which is discussed in more detail in 
Part 2. 

Reestimates and revised economic assumptions.—Outlays have been 
reestimated for the Government National Mortgage Association 
tandem programs to reflect new interest rate projections and 
recent mortgage sales experience. Outlays have also been 
reestimated for the Federal Housing Administration and the 
National Credit Union Administration to reflect recent program 
experience and other technical factors. These reestimates 
increase outlays $0.2 billion in 1981 and reduce outlays $0.7 
billion in 1982. 

Proposed reductions.—The tandem mortgage purchase program of 
GNMA, which provides subsidized mortgage financing for the 
Department of Housing and Urban Development's subsidized housing 
(section 8) and other rental apartment projects, will be 
discontinued after 1982. Under Administration proposals, GNMA 
will make $3.6 billion in mortgage purchase commitments in 1982 
to provide subsidized financing for projects already under 
development and meeting current tandem program guidelines. 
Similarly, the Administration will not propose that any 
alternative mortgage subsidy program, such as the mortgage 
assistance grant program, be created to replace the tandem 
program. These policy changes will have a negligible effect on 
outlays in 1981 and 1982, but will result in substantial savings 
in the outyears after current commitments are issued. In 1986 
this policy change reduces estimated outlays by $1.1 billion. 

The Administration proposes to reduce the limitation for the FHA 
mortgage insurance program, as discussed in the credit section of 
Part 2, to increase sales of property owned by FHA and to 
increase gradually, over a 5-year period, the rent contribution 
percentage for tenants in FHA-owned property from 25% to 30% of 
renters' income. These policy changes reduce estimated outlays 
by $14 million in 1981 and $8 million in 1982. 

The Administration proposes to reduce direct loan obligations for 
the rural housing insurance fund by $0.3 billion in 1981 and $0.6 
billion in subsequent years below the January budget level. This 
reduction is also discussed in the credit section of Part 2. The 
proposed reduction in lending reduces estimated outlays by $20 
million in 1981 and $86 million in 1982. 

The U.S. Postal Service currently receives a subsidy equivalent 
to about 7% of its total operating budget. This Federal payment 
subsidizes certain mail users and services and increases the 
financial burden for all taxpayers. The Administration believes 
that the costs of mail service should be borne by users, not 
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taxpayers. It therefore proposes to reduce the public service 
subsidy, which offsets the cost of maintaining services that are 
not self-sustaining, by $0.3 billion. It also proposes to reduce 
from $0.8 billion to $0.5 billion the revenue forgone subsidy, 
which provides funds for free and reduced rates for certain 
classes of mail. Further, the Administration is also proposing 
to rescind $0.3 billion from the public service subsidy in 1981. 
These actions would reduce outlays by $0.3 billion in 1981 and 
$0.6 billion in 1982 compared with the current services base. 
Compared with the January budget, which proposed a smaller cut in 
the Postal Service subsidy, estimated outlays are reduced by $0.3 
billion in 1982. 

The Administration does not support the previous administration's 
proposal to make 30% of the investment tax credit refundable. 
Withdrawal of this proposal reduces estimated outlays by $0.2 
billion in 1981 and $3.5 billion in 1982. 

As discussed in the credit section of Part 2, the Administration 
proposes to reduce direct and guaranteed loans by the Small 
Business Administration and to raise the interest rate on direct 
loans. In addition, the Administration proposes to reduce 
technical assistance to special small business groups. These 
measures will reduce estimated outlays $0.1 billion in 1981 and 
1982 below the January budget. 

Because of the need to eliminate desirable but unnecessary 
programs, the Administration proposes to end the National 
Consumer Cooperative Bank. Cooperatives already enjoy special 
tax treatment. Those that have good management, provide services 
to their members economically and have expectations of continued 
good earnings should be able to obtain adequate credit privately. 
Loans currently held by the Bank will be shifted to other Federal 
agencies. Capital stock held in the Bank by cooperatives will be 
redeemed. Termination of the Bank will reduce estimates outlays 
by $0.1 billion in 1981 and 1982. 

The Administration is proposing a 40% staff reduction in the 
Federal Trade Commission by 1986 by phasing out the regional 
offices and decreasing the Washington headquarters' office. 
State and local governments have significantly increased their 
resources devoted to consumer protection and antitrust 
activities. Additionally, the Justice Department's antitrust 
division has resources to focus on related antitrust problems and 
many antitrust issues can best be addressed directly by 
litigation by the aggrieved private sector interests. The 
proposal contained in the revised 1982 budget would have the 
Commission focus more on problems of nationwide scope, reduce 
multi-governmental regulatory burdens on business and eliminate 
artificial restrictions on commerce that ultimately result in 
higher costs to consumers. The proposed reduction would 
eliminate about 665 full-time staff in the FTC by 1986. 
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400: TRANSPORTATION 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 20.2 26.3 25.5 
Function change 1/ 0.2 
Policy reductions: 

Federal highway construction -* -2.0 
Mass transit capital grants -0.3 -1.3 
Amtrak -* -0.4 
Other railroads... -0.1 -0.4 
Airport construction grants -0.3 -0.3 
Maritime ship construction -* -0.1 
Boat and yacht fees -0.1 
All other -* -0.6 

Revised budget 20.2 25.5 20.5 

Outlays 

January budget 21.1 24.1 21.6 
Reestimates: 

Mass transit 0.4 0.2 
Maritime ship construction -* -* 

Function change 1/ * 
Policy reductions: 

Federal highway construction -* -0.4 
Mass transit capital grants -0.1 -0.4 
Amtrak -* -0.3 
Other railroads -0.2 -0.1 
Airport construction grants -* -* 
Maritime ship construction -* -* 
Boat and yacht fees -0.1 
All other -0.1 -0.4 

Revised budget 21.1 24.0 19.9 

* $50 million or less. 

1/ Transfer of the Appalachian highway program from the 
community and regional development function. 

The Administration's proposals reduce budget authority and 
outlays for transportation programs in both 1981 and 1982 below 
the levels proposed in the January budget, despite increases for 
both years in mass transit outlays due to higher than anticipated 
obligations in 1980 and early 1981. 
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Proposed reductions.—As with other major federally supported 
public sector investment programs, the Administration's highway 
proposal would stretch-out and slow down construction of lower-
priority highway projects, with proposed savings of $2.0 billion 
in budget authority and $0.4 billion in estimated outlays in 
1982. 

Capital grants for building new urban rail transit systems and 
extending existing systems would be reduced in 1981 and 1982. 
Remaining construction resources would be used to finish only 
operable rail segments currently under construction and, in the 
future, no new transit rail system construction would be 
federally financed. The reduction in mass transit capital grants 
in 1982 would result in decreases of $1.3 billion in budget 
authority and $0.4 billion in outlays below the January budget 
request. Funding for bus and rail modernization projects would 
be continued in recognition of the need to improve transit 
services. 

Legislation will be proposed to require Amtrak to discontinue 
service on its least efficient routes. Total Federal subsidy 
amounts will be lowered to $613 million in budget authority in 
1982, with progressively lower amounts authorized in future 
years. These changes result in 1982 savings of $0.4 billion in 
budget authority and $0.3 billion in outlays. 

To promote economy and efficiency, the Administration plans to 
reduce Federal subsidy levels for low-traffic rail lines and for 
upgrading track on other freight rail lines. These changes 
result in savings in 1982 of $120 million in budget authority and 
$37 million in outlays. As a result of greater economic 
vitalization and less regulation, it may be possible to phase out 
all low interest loans and other subsidies to the Nation's 
railroads within the next 4 years. 

The Administration intends to decrease the amount of funds for 
Conrail in 1981-1982, with plans to cease Federal aid by 1983. 
Additionally, the Administration will propose the sale or 
transfer of the Alaska railroad in 1982. 

Legislation to reauthorize the airport grant program during 
1981-1986 will be proposed. The annual funding levels will be 
held constant at $450 million, resulting in estimated savings of 
$0.3 billion in budget authority in 1981 and 1982. The savings 
will be achieved through cuts in grant categories and phased-in 
defederalization of large commercial airports. 

Alternatives to existing maritime subsidy policies are currently 
under consideration. Meanwhile, a stable but somewhat reduced 
level of subsidy for the construction of new privately-owned 
commercial vessels for use in ocean foreign commerce is proposed. 
Budget authority savings related to policy actions in 1982 would 
be $107 million below the January budget, with outlay savings 
estimated at $21 million and $40 million in 1981 and 1982, 
respectively. 
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The Administration is also withdrawing support of the cooperative 
automotive research program proposed by the previous 
administration. The level of support will be reduced for 
aeronautics research and development in the National Aeronautics 
and Space Administration (NASA) budget, primarily for new 
initiatives proposed in the January budget and technology 
development and demonstration efforts that may be more 
appropriately undertaken by the private sector. 

Proposed receipts change.—Starting in 1982, the Administration 
proposes that boat and yacht owners and other members of the 
maritime industry be charged for all direct administrative 
services provided by the U.S. Coast Guard (USCG) and that a range 
of annual fees be assessed to pay for indirect USCG services. 
This will ensure that the small portion of the population that 
benefits from these activities will bear the costs of operation. 
The resulting increase in proprietary receipts, which offset 
budget outlays, would be $0.1 billion in 1982. An aviation user 
tax proposal that would increase governmental receipts is 
discussed in the section in Part 2 on receipts. 
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450: COMMUNITY AND REGIONAL DEVELOPMENT 
($ billions) 

Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 10.1 10.2 9.2 
Reestimates: 

Federal emergency management 
activities -0.5 

Functional changes 1/ -0.3 
Policy reductions: 

Urban development and community 
development block grants -0.5 

Rehabilitation loans -0.1 -0.1 
Farmers Home Administration -* -* 
Rural Electrification Administration. -* -* 
Economic Development Administration.. -0.3 -0.6 
Regional commissions -0.1 -0.1 
Coastal and inland energy impact 
programs -0.1 -0.1 

Indian programs -* -0.1 
SBA disaster loans -0.8 
Federal emergency management 
activities -0.1 

All other -* -0.1 

Revised budget 10.1 8.2 7.3 
Outlays 

January budget 10.1 11.1 9.1 
Functional changes 1/ -0.1 
Policy reductions: 

Urban development and community 
development block grants * 

Rehabilitation loans -* -0.2 
Farmers Home Administration -* -* 
Rural Electrification Administration. -* -* 
Economic Development Administration.. -* -0.3 
Regional commissions -* -0.1 
Coastal and inland energy impact 
programs -* -0.1 
Indian programs -* -* 
SBA disaster loans -0.8 * 
Federal emergency management 
activities -* -0.1 

All other -* -0.1 

Revised budget 10.1 10.3 8.1 

* §50 million or less. 
1/ Transfer of the trade adjustment assistance program for 

firms and communities to the commerce and housing credit function 
and the Appalachian highway program to the transportation 
function. 
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Proposed budget authority for the community and regional 
development function is below the January budget by $2.0 billion 
in 1981 and $1.9 billion in 1982. The current estimates of 
outlays are below the January budget in 1981 and 1982 by $0.9 
billion and $1.0 billion, respectively. These reductions are 
primarily the result of applying sound criteria to economic 
subsidy programs and imposing fiscal restraint on other programs. 

Reestimates.—A technical reestimate relating to new requirements 
for recording indefinite borrowing authority reduces 1981 budget 
authority for Federal emergency management activites by $0.5 
billion. 

Proposed reductions.—The Department of Housing and Urban 
Development currently provides financial support directly to 
local governments to help finance general community development 
activities and specific economic development projects through the 
community development block grant (CDBG) and the urban 
development action grant (UDAG) programs. While communities can 
use their CDBG funds for a broad range of community and economic 
development purposes, not all of the economic development 
activities eligible for UDAG funding can be supported under CDBG. 
The UDAG program, on the other hand, currently requires an 
excessive amount of Federal intervention in developing, 
selecting, and monitoring local economic development projects. 
The Administration will propose new policies to integrate these 
programs into a more efficient and flexible grant mechanism. 
This effort will build on the best features of both programs and 
will reduce the 1982 budget authority request by $0.5 billion 
below the January budget. 

The Administration also proposes to terminate the rehabilitation 
loan fund of the Department of Housing and Urban Development. 
This fund unnecessarily duplicates the rehabilitation efforts of 
the community development block grant program. Furthermore, 
block grant-funded rehabilitation is more flexible than 
rehabilitation through the loan fund since block grant-funded 
rehabilitation can make use of direct grants, interest subsidies, 
or loans. By contrast, the rehabilitation loan fund provides 
only subsidized loans. This change, which will replace Federal 
control with local decision-making, reduces budget authority in 
both 1981 and 1982 by $0.1 billion. Outlay savings are estimated 
at $39 million in 1981 and $0.2 billion in 1982. 

As part of a general effort to reduce dependence on the Federal 
government as a supplier of credit, the Administration proposes 
to reduce by $0.2 billion the 1981 direct loan obligations of the 
Farmers Home Adminstration for water and waste disposal systems. 
In 1982, the Administration proposes to reduce the $0.6 billion 
loan level provided in the January budget for water and waste to 
$0.3 billion. Similarly, a $0.1 billion reduction in the $0.3 
billion community facility loan program is proposed in 1982. The 
Farmers Home Administration will therefore narrow its focus and 
give priority to those communities least able to afford 
alternative financing. In addition to the reductions in loan 
level, the Administration will propose legislation to increase 
the rate on water, waste and community facility loans from 5% to 
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the average municipal bond rate charged on similar types of 
projects. The Administration also proposes to phase-out the 
business and industry loan guarantee program. A reduction of 
$0.1 billion in loan guarantee commitments is proposed in 1981 
and the program is scheduled to be terminated in 1982. 
Termination of the rural communications development fund of the 
Rural Electrification Administration, which is used to make or 
guarantee loans to finance and administer community antenna and 
cable television services in rural areas, is also proposed. 

The Administration proposes to eliminate funding for the Economic 
Development Administration (EDA) and the Regional Development 
Commissions of the Department of Commerce, and the non-highway 
programs of the Appalachian Regional Commission (ARC) 1/ . There 
is no convincing evidence that these programs have been effective 
in creating new jobs or capital investment, or are actually 
needed to promote local and regional economic development. As a 
result of this proposal, budget authority is reduced by $0.5 
billion in 1981 and $0.7 billion in 1982. Outlay savings are 
estimated at $0.4 billion in 1982. 

Termination of both the coastal and inland energy impact programs 
is proposed. The local impacts from oil and gas development have 
proven to be far less than originally anticipated and well within 
the capability of States and localities to handle. These 
proposed changes reduce 1982 outlays by $0.1 billion below the 
January budget. 

The Administration proposes to consolidate 10 operating programs 
currently administered by the Bureau of Indian Affairs in order 
to move toward an Indian block grant program. This initiative 
will result in net savings of $40 million in budget authority in 
1982. These savings are spread among the natural resources; 
education, training, employment, and social services; and 
community and regional development functions. 

Given existing fiscal constraints, the Administration believes 
that Federal disaster assistance should be provided only to those 
who are most in need. The Administration therefore proposes to 
terminate funding for the Small Business Administration's (SBA's) 
non-physical disaster loan program and to increase interest rates 
on physical disaster loans to the cost of Treasury borrowing. In 
addition, the pending 1981 supplemental for physical disaster 
assistance is being withdrawn. These actions reduce budget 
authority and outlays by $0.8 billion in 1981. 

The Federal Emergency Management Agency (FEMA) administers the 
Federal disaster assistance and National flood insurance 

1/ The trade adjustment assistance program for firms and 
communities now located in EDA will be transferred to the 
Department of Commerce's International Trade Administration, 
which is in the commerce and housing credit function. The 
Appalachian highway program will be transferred to the 
Federal Highway Administration and funded from the highway 
trust fund, which is in the transportation function. 
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programs. The Administration proposes to tighten the 
administration of FEMA's disaster relief program. An increase in 
insurance rates for the subsidized portions of the National flood 
insurance program is also proposed. Together, these changes 
reduce budget authority and outlays by $0.1 billion in 1982. 

The Administration also supports termination of the HUD planning 
assistance and neighborhood self-help development programs. 
Local communities can use their CDBG funds to support both 
planning activities and specific neighborhood development 
projects. Commensurate with the proposed reductions in the Arts 
and Humanities Endowment programs, the Administration proposes to 
reduce Federal support for the Commission of Fine Arts by 50% in 
1982. 
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500: EDUCATION, TRAINING, EMPLOYMENT, AND SOCIAL SERVICES 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 30.6 31.9 36.3 
Implicit functional change 1/ 0.3 
Reestimates and revised economic 
assumptions: 

Loan guarantees to students -0.4 -0.5 
Policy reductions: 

Elementary and secondary education 
grant consolidation -1.4 -1.5 

Youth initiative _2/ -1.2 
Vocational education -0.2 -0.2 
Pell grants (BEOGs) -0.2 -0.3 
Educational research and improvement. -* -0.2 
National Endowments for the Arts and 
Humanities -* -0.2 

Public service employment (CETA) -0.2 -4.6 
CETA grant consolidation -0.9 
Welfare reform demonstrations -0.2 
Federal-State employment service -0.2 
Social services block grant -1.4 
Tax credit for non-profit institutions -0.2 
All other -0.2 -0.6 

Revised budget 30.6 29.4 24.6 

1/ In the January budget, foster care and adoption 
assistance were classified in the income security function. They 
have now been incorporated into the social services block grant 
in this function. 

2/ Includes reductions for the Departments of Education 
($-0.9 billion) and Labor ($-0.2 billion). 
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($ billions) 
Actual Estimate 
1980 1981 1982 

Outlays 

January budget 30.8 31.8 34.5 
Implicit functional change 1/. . . 0.3 
Reestimates and revised economic 
assumptions: 

Loan guarantees to students.. -0.3 -0.5 
Other adjustments -0.2 

Policy reductions: 
Elementary and secondary education 
grant consolidation -0.1 -1.1 

Youth initiative 2/ -0.1 
Vocational education -0.1 -0.2 
Pell grants (BEOGs) -* -0.2 
Educational research and improvement. -* -0.1 
National Endowments for the Arts and 
Humanities -0.1 

Public service employment (CETA) -0.6 -3.6 
CETA grant consolidation -0.7 
Welfare reform demonstrations -* -0.2 
Federal-State employment service -0.2 
Social services block grant -1.2 
Tax credit for non-profit institutions -0.2 
All other -0.1 -0.6 

Revised budget 30.8 30.6 25.8 

1/ In the January budget, foster care and adoption 
assistance were classified in the income security function. They 
have now been incorporated into the social services block grant 
in this function. 

2/ Includes reductions for the Departments of Education 
($-50 million) and Labor ($-80 million). 

* $50 million or less. 

The revised budget reduces budget authority and outlays for 
education, training, employment, and social services for 1981 and 
1982 below the levels proposed in the January budget. The 
differences are due to reestimates and revised economic 
assumptions as well as to policy reductions. In total, the 
revised budget proposals reduce 1982 budget authority by $11.7 
billion and outlays by $8.7 billion below the January budget 
request. 

Reestimates and revised economic assumptions.—Under the revised 
interest rate assumptions, the interest subsidy provided to 
students through the guaranteed student loan program is expected 
to be lower than was assumed in the January budget. As a result, 
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th e outlay estimates have been revised downward by $0.3 billion 
in 1981 and $0.5 billion in 1982. 

Proposed reductions.—Several policy reductions below the January 
budget request are proposed for programs in this function 
totaling $11.5 billion in 1982 budget authority and $8.4 billion 
in outlays. 

Education policy has historically been the prerogative of State 
and local authorities. In recent years, the Federal Government 
has become increasingly involved in this non-Federal 
responsibility. The Administration proposes to shift control 
over education policy from the Federal Government to State and 
local authorities through the consolidation of 44 elementary and 
secondary education grant programs into 2 block grants. 
Substantial reductions in regulatory and paperwork burdens, 
resulting in significantly lower administrative costs, would be 
achieved by this consolidation. The Administration proposal 
would reduce 1982 budget authority by $1.5 billion and outlays by 
$1.1 billion below the January budget request to reflect these 
economies. The revised budget also reduces 1981 budget authority 
for the programs to be consolidated by 25% or $1.4 billion. 

In recent years, State and local expenditures for vocational 
education have been increasing rapidly and now provide more than 
$10 for every Federal dollar spent for vocational education. The 
Administration proposes to cut budget authority for Federal 
vocational education programs by 25% in 1981 and 20% in 1982 
below the January budget request. This proposal would save $0.2 
billion in 1982 budget authority and outlays. 

Although the original purpose of the Pell grant program was to 
assist low income students, changes have been made in this 
program that allow grants to be provided to students from 
families with incomes in excess of $30,000 per year. The 
Administration proposes to target Pell grants more specifically 
on the truly needy, to increase the amount of discretionary 
income that families must contribute to the support of a student, 
and to require a $750 self-help contribution from students, 
except where extreme financial need is demonstrated. The 
Administration proposal would result in outlay savings of $0.2 
billion in 1982 from the January budget request. (The 
Administration proposal to eliminate the Student Loan Marketing 
Association's access to Federal borrowing starting in 1982 is 
discussed in Part 2.) 

Historically, cultural activities and the arts have been 
maintained by State and local support and by the philanthropy of 
private individuals and corporations. In recent years, however, 
the Federal Government has been relied upon increasingly as the 
financial patron of first resort for both individuals and 
institutions engaged in artistic and literary pursuits. The 
Administration is proposing to restore the historical reliance on 
the role of private philanthropy and State and local support for 
cultural activities by reducing 1982 budget authority for the 
Arts and Humanities Endowments by 50% or $0.2 billion below the 
January budget request. 
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Th e revised budget proposes to eliminate the public service 
employment programs by the end of fiscal year 1981 to return the 
Comprehensive Employment and Training Act (CETA) to its original 
prupose — improving the employability of the disadvantaged and 
structurally unemployed by training them in skills that are 
marketable in the private sector. People who currently hold 
public service jobs could be absorbed into the regular State or 
local government payroll, be placed by the prime sponsor in an 
unsubsidized job in the private sector, or enroll in a CETA or 
other education or training program. Individuals who lose their 
jobs would be eligible for unemployment compensation. The 
phase-out of public service employment reduces outlays by $0.6 
billion in 1981 and $3.6 billion in 1982. 

The January budget proposed a youth education, training, and 
employment program (the youth initiative) — a joint effort of 
the Departments of Labor and Education. This Administration is 
withdrawing that proposal, reducing 1982 outlays by $130 million. 
Instead the Administration is proposing a more comprehensive 
consolidation of youth programs into the general purpose CETA 
training grants (Title II Parts B and C). The authorization of 
appropriations for two of CETA's Title IV youth programs (the 
youth community conservation and improvement projects and the 
youth employment and training programs) expired at the end of 
1980, and the two programs currently are authorized by the 1981 
Continuing Resolution. Rather than seek reauthorization of these 
programs for 1982, the Administration proposes to consolidate 
them with the training and employment programs authorized under 
Title II Parts B and C. The revised budget requests a modest 
increase in budget authority above the January budget for Title 
II Parts B and C to reflect this consolidation, although total 
budget authority requested is $0.9 billion less than the January 
request for the three separate programs. However, the decrease 
in resources available for training under these programs is 
expected to be significantly mitigated by administrative savings 
achieved by consolidating several grants into one. Beginning in 
1983, the summer youth employment program would become part of 
the consolidated grant, providing prime sponsors with increased 
flexibility to design training and employment strategies that 
serve the disadvantaged and meet local needs for skilled 
employees. The consolidation proposal reduces outlays by $0.7 
billion in 1982 relative to the January budget request. 

The Administration is also proposing to fund numerous social and 
community service activities in a block grant to States. This 
reform will permit better coordination at the State and local 
levels and deliver publicly-financed services more effectively. 
It will lower costs by eliminating the problems and associated 
costs of administering Federal categorical programs with 
different matching rates, procurement requirements, reporting 
standards, and accounting practices. Grant applications from 
local service providers could be reviewed in the context of 
overall State funding priority decisions. Improved coordination 
will make it easier for clients to receive comprehensive follow-
up services from a single service agency rather than from several 
different grantees. The proposal reduces 1982 outlays for the 
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categorical programs to be consolidated by $1.2 billion below the 
January budget request. 

In addition, the Administration is withdrawing support for the 
previous administration's proposed tax credit for non-profit 
institutions, which reduces 1982 budget authority and outlays by 
$0.2 billion. Several other changes are proposed, including: 
termination of the Institute for Museum Services and the 
Architectural and Transportation Barriers Compliance Board, and 
reductions in bilingual education, higher and continuing 
education, the Corporation for Public Broadcasting, and national 
employment and training programs (including withdrawal of 1982 
proposals to test positive adjustment assistance concepts). 

In addition to the proposed reductions from the January budget, 
the Administration endorses the following proposals recommended 
in the January budget: 

— Limiting impact aid to those districts whose tax base is 
most adversely affected by Federal activities. Starting 
in 1982, payments would be made only to those districts 
in which children whose parents both live and work on 
Federal property comprise 20% or more of the district's 
enrollment. 

— Reforming the guaranteed student loan program by: (1) 
limiting loans to a student's remaining financial need 
after all other financial assistance and expected family 
contribution have been counted; (2) eliminating the 9% 
interest subsidy now provided to students while they are 
in school; and (3) removing the special allowance 
lenders receive on loans they make to parents of 
students. 

— Phas ing out the Young Adult Conservation Corps — one of 
the most costly and least targeted of Federal training 
and employment programs — by the end of 1982. (The 
Administration is also proposing the elimination of the 
Youth Conservation Corps, which is discussed in the 
natural resources and environment function.) 

The following information fulfills the requirement of Section 602 
of the Comprehensive Employment and Training Act (Public Law 
95-524), and revises information supplied in the Budget Appendix 
for 1982 in the temporary employment assistance account. 

The unemployment rate for fiscal year 1982 is now 
projected to be 7.4%. 

The number of unemployed in excess of 4% of the labor 
force is estimated to be 3.6 million in 1982. 
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— The average cost per year of a Title VI public service 
employment opportunity is estimated to be $11,294. 

— The amount that would need to be appropriated to provide 
public service jobs for 25% of the number of unemployed 
in excess of 4% is $10,291 million. Because the 
Administration is proposing a rescission of 1981 
appropriations not needed to phase out Title VI in 1981, 
this estimate includes no allowance for carry-forward 
balances. 
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550: HEALTH 

($ billions) 
Actual 
1980 

Estimate 
1981 1982 

Budget Authority 

January budget 
Reestimates and revised economic 
assumptions: 

Medicare and medicaid 
Policy reductions: 

Medicaid grants 
Medicare 
Health services grant consolidation.. 
Other health care services 
Research 
Training 
All other 

Revised budget 

59.8 

59.8 

71.9 

0.3 

- 0 . 6 * 

- 0 . 1 
-0.1 
-0.1 

71.3 

86.1 

-0.1 

-1.2 
-0.1 
-0.5 
-0.5 
-0.1 
- 0 . 1 
-0.1 

83.5 

Outlays 

January budget 58.2 66.0 74.6 
Reestimates and revised economic 
assumptions: 

Medicare and medicaid 0.7 1.3 
Policy reductions: 

Medicaid grants -0.3 -0.9 
Medicare 0.5 -0.8 
Health services grant consolidation.. -0.2 
Other health care services -* -0.3 
Research -* -* 
Training -* -0.1 
All other -* -0.1 

Revised budget 58.2 66.7 73.4 

* $50 million or less. 

The revised budget totals for the health function reflect the 
effects of upward reestimates for medicare offset by the effects 
of revised economic assumptions and proposed policy reductions. 
On net, these changes increase outlays by $0.7 billion in 1981 
and decrease outlays by $1.2 billion in 1982 in comparison to the 
January budget estimates. Budget authority is reduced by $0.6 
billion in 1981 and $2.6 billion in 1982. 
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Reestimates and revised economic assumptions.—Program 
reestimates and revised economic assumptions raise outlays for 
medicare under current law above the January estimates in both 
years. For 1982, the increase is $1.2 billion in outlays. A 
major source of this 1982 increase is the deletion of the 
previous administration's assumption that issuance of voluntary 
cost increase guidelines for hospitals would significantly lower 
the rate of hospital cost inflation. Removing these "savings" 
from the revised budget raises 1982 outlays $0.8 billion. 

Proposed reductions.—The revised budget proposes policy changes 
to restructure and restrain growth in Federal health spending. 
The Administration is proposing an interim limit on unconstrained 
growth in medicaid and elimination of medicaid expansions 
included in the January budget while fundamental health care 
financing reforms are developed. For 1981, outlays for medicaid 
grants would be reduced a total of $0.3 billion below the January 
budget through imposition of the interim limit and by accelerated 
Federal collection of prior year funds erroneously spent by 
States. Federal spending for medicaid would be limited to an 
increase of 5% in 1982, and to the rate of inflation thereafter. 
Increased flexibility in administering medicaid would allow 
States to reorganize their programs to deliver care more 
effectively and at lower cost. The budget authority request for 
1982 would be reduced by $1.2 billion and outlays for medicaid 
grants would be an estimated $0.9 billion lower as a result of 
the Administration proposals. 

The proposed medicare changes include elimination of a one-time 
shift in hospital reimbursement from the last three weeks in 1981 
to the first week of 1982, which was enacted last year, as well 
as changes in utilization review requirements and withdrawal of 
program expansions proposed in the January budget. The shift in 
hospital reimbursement to a normal payment schedule adds $0.5 
billion to 1981 outlays and reduces 1982 outlays by $0.5 billion. 

Several changes in discretionary health programs are proposed. 
The Administration proposes to replace the present collection of 
26 Federal categorical grants for health services and prevention 
programs with two block grants to States as part of the effort to 
return decisionmaking authority, where appropriate, to States and 
localities. This proposal would reduce 1982 budget authority by 
$0.5 billion and outlays by about $0.2 billion below the January 
budget request, primarily as a result of reduced administrative 
costs for both States and the Federal Government. 

Several other changes in discretionary health care services 
programs are proposed including: elimination of free medical care 
for merchant seamen and closure of the remaining 8 Public Health 
Service (PHS) hospitals and 29 clinics now providing these 
services; reductions in Indian Health Service facilities 
construction; phase-out of Federal subsidies for health 
maintenance organizations and of the health planning and 
professional standards review organizations programs; and 
restrained growth in the National Health Service Corps (NHSC) 
service delivery program. Finally, adjustments are proposed for 
the bonuses paid to PHS Commissioned Corps physicians consistent 
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with current PHS physician needs and with similar adjustments 
proposed for Veterans Administration physicians. These proposals 
reduce the 1982 budget authority request by over $0.5 billion 
below the January budget. 

The Administration proposes reducing the increase in research 
funding proposed in the January budget to cover only partially 
the effects of projected inflation. These proposals reduce 
budget authority for research by $57 million in 1981 and $92 
million in 1982 below the January budget. Outlay savings are 
estimated at $35 million and $21 million, respectively. 

The revised budget proposes better targeting of Federal subsidies 
for health professions education to ensure that Federal dollars 
subsidize the education of health professionals only in medical 
specialities where they are most needed. General institutional 
subsidies for training health professionals would be eliminated, 
training of mental health professionals would be phased out by 
the end of 1982, and there would be no new scholarships in the 
remainder of 1981 or in 1982 for the NHSC. The Administration 
also proposes to end the current practice of paying more to 
educational institutions for a Federally supported research 
trainee under the national research service awards program than 
is charged in tuition and fees to non-Federally supported 
students at the same institutions. These reforms would reduce 
1982 budget authority by $140 million and outlays by $133 million 
below the January request. 

Proposed reforms of consumer and occupational health and safety 
programs would reduce 1982 budget authority by $81 million and 
outlays by $68 million below the January budget request. 
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600: INCOME SECURITY 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 224.2 255.2 279.6 
Implicit functional change _l/ -0.3 
Reestimates and revised economic 
assumptions: 

Retirement and disability programs: 
Social security 1.4 0.8 
Other -0.1 -0.1 

Unemployment compensation -0.6 -1.6 
Food and nutrition assistance 
Other income security -0.1 -0.3 

Policy reductions: 
Retirement and disability programs: 

Social security -0.1 
Other -* -0.1 

Unemployment compensation: 
Extended benefits -0.4 
Trade adjustment -1.2 
Ex-Servicemen -0.1 -0.2 
Other * 0.2 

Housing assistance: 
Program level -4.6 -8.7 
Rent contribution -0.1 
Modernization -0.3 -0.5 
Indian housing -0.2 -0.7 
Other -0.1 

Food and nutrition assistance: 
Food stamps -0.2 -2.3 
Food assistance to Puerto Rico-... 0.9 
Child nutrition -1.3 
Other -0.6 

Other income security: 
Aid to families with 
dependent children -0.7 

Hardship assistance block grant... -0.4 
Supplemental security income * 0.2 
Other -* -0.1 

Revised budget 224.2 249.9 261.8 
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($ billions) 
Actual Estimate 
1980 1981 1982 

Outlays 

January budget 193.1 231.6 255.0 
Implicit functional change 1/ -0.3 
Reestimates and revised economic 
assumptions: 

Retirement and disability programs: 
Social security -0.4 -2.0 
Other -0.1 -0.3 

Unemployment compensation -0.7 -1.4 
Food and nutrition assistance -0.3 
Other income security * -0.4 

Policy reductions: 
Retirement and disability programs: 

Social security: 
Minimum benefits -* -1.3 
Student benefits -* -1.0 
Disability insurance -0.1 -0.4 
Death benefits -0.2 

Other -* -0.1 
Unemployment compensation: 

Extended benefits -0.5 -* 
Trade adjustment -1.2 
Ex-Servicemen -0.1 -0.2 
Other 0.1 -0.1 

Housing assistance: 
Program level -* -* 
Rent contribution -0.1 
Other -* -0.1 

Food and nutrition assistance: 
Food stamps -0.1 -2.3 
Food assistance to Puerto Rico.... 0.9 
Child nutrition -1.2 
Other * -0.5 

Other income security: 
Aid to families with 
dependent children -0.7 

Hardship assistance block grant... -0.4 
Supplemental security income * 0.2 
Other * -0.1 

Revised budget 193.1 229.7 241.4 

1/ In the January budget, foster care and adoption 
assistance were classified in the income security function. 
Starting in 1982 they are incorporated into the social services 
block grant proposal in the education, training, employment, and 
social services function. 

* $50 million or less. 
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Reestimates and revised economic assumptions*—The anticipated 
improvement in the economy and other factors have resulted in 
downward reestimates for most income security benefits under 
existing law. Estimated outlays for social security and other 
retirement benefits under existing law have been revised downward 
by $0.5 billion in 1981 and $2.3 billion in 1982. The estimates 
of outlays for unemployment compensation under existing law have 
been reduced by $0.7 billion in 1981 and $1.4 billion in 1982. 
The revised estimates for other income security outlays under 
existing law are below the January estimates by $0.4 billion for 
1982. 

Under current economic assumptions, the proposed change in 
extended unemployment benefits is estimated to reduce 1982 
outlays by $1.2 billion, compared to a savings of $2.2 billion in 
the January budget estimates for a similar change. The savings 
associated with annual indexation of Federal employee retirement 
are currently estimated to be $515 million in 1982, $140 million 
less than the January budget estimate. 

Proposed reductions.—Proposed policy reductions from the January 
budget in budget authority and outlays for 1982 are estimated to 
be $15.8 billion, and $8.8 billion, respectively. Retirement and 
disability programs are reduced in 1982 from the January budget 
by $0.2 billion in budget authority and $3.0 billion in outlays. 
Unemployment compensation is reduced by $1.2 billion in budget 
authority and $1.5 billion in outlays, while housing assistance 
is reduced by $10.1 billion in budget authority and $0.2 billion 
in outlays. The food and nutrition assistance programs are 
reduced by $3.4 billion in budget authority and $3.2 billion in 
outlays. 

Retirement and disability programs.—While the Administration is 
committed to protecting basic retirement and disability benefits, 
the budget includes a number of legislative proposals to 
eliminate unintended benefits. 

Since the enactment of social security, a number of unearned 
benefits have been added to the basic old-age and survivors 
insurance program. In recent years, these non-basic benefits 
have threatened the continued solvency of the basic social 
security program. The Administration is proposing the following 
changes in social security benefits: 

— Minimum benefit.—Under current law, everyone eligible 
for social security benefits receives at least a minimum 
payment of $122 a month, regardless of their employment 
history. The main beneficiaries of the minimum payment 
provision are those with a modest work history in 
employment covered by social security. Many of the 
recipients had long periods of Federal civilian 
employment and therefore also receive generous Federal 
pensions. Because these recipients receive social 
security payments far in excess of the level to which 
their taxes entitle them, they represent a serious drain 
on the social security trust funds. Eliminating the 
"minimum benefit" would stop this drain, without 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1981



-75-

reducing benefits for truly needy retirees at all; their 
benefits would be replaced, dollar for dollar, by 
increased payments from the supplemental security income 
program. The net outlay savings associated with this 
proposal are estimated to be $1.3 billion in 1982. 

— Student benefits.—Another unearned benefit that was 
added to the social security system in 1965 is the 
payment to adult students whose parents are social 
security beneficiaries. These payments are unrelated to 
the educational costs incurred, are often inversely 
related to family needs, and duplicate benefits 
available under other Federal student assistance 
programs. Adult student payments have grown from $165 
million in 1965 to over $2.0 billion in 1981. Under the 
Administration's proposal, no new recipients would be 
eligible, and current student payments would be reduced 
by 25% annually. The outlay savings associated with 
this proposal are estimated to be $1.0 billion in 1982. 

— Disability benefits.—The Administration also proposes 
to reduce mounting disability insurance costs by 
tightening administration and ending misdirected 
benefits. In addition, an overall limit will be 
established on disability benefits so that the benefits 
a recipient receives from all public sources never 
exceeds the worker's prior earnings, adjusted for 
inflation. This proposal will prevent recipients with 
multiple sources of disability payments from receiving 
overly-generous benefits. The Administration will 
propose legislation to require disability insurance 
beneficiaries to have worked 6 out of the last 13 
calendar quarters. The proposals are estimated to 
reduce outlays by $0.1 billion in 1981 and $0.4 billion 
in 1982. 

— Payments upon the death of a worker.—Under current law, 
a payment of $255 is made upon the death of an insured 
worker regardless of whether there is a surviving family 
member. About half of current payments are made to 
estates with no surviving spouse or surviving minor 
children and many of these payments go directly to 
funeral home operators. The costs of administering 
these payments is five times as high as for earned 
social security benefits. The Administration will 
propose eliminating this payment where there is neither 
a spouse nor a child to receive survivors benefits. 
Payments to widows and orphans would be continued as 
under current law. The outlay savings associated with 
this proposal are estimated to be $0.2 billion in 1982. 

The black lung disability trust fund is rapidly sinking into 
insolvency, producing massive deficits that are presently 
financed from general,revenues. To put the trust fund on a sound 
financial footing, the Administration will propose legislation to 
restrict benefits to those who are truly medically disabled by 
black lung and to ensure that the program is financed entirely by 
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a reasonable levy on the coal industry. The objective of the 
proposal is to eliminate questionable claims and reduce trust 
fund outlays to a level where the coal industry could finance the 
program without drawing on the Treasury. The legislation is 
expected to eliminate the current deficit in this program by 
1983. Since the precise distribution between outlay reductions 
and revenue increases depends upon legislation that is still 
being developed, the savings resulting from these changes are 
reflected in the allowance for contingencies. 

The Railroad Retirement Board pension system is substantially 
underfunded and could be unable to pay benefits on a timely basis 
by April 1982. The Congress directed the rail sector to 
negotiate and report, by March 1, 1981, a solution to fund 
soundly the rail industry pension system. On assurance from 
labor and management that they would recommend sound financing 
for their industry pension, the Congress enacted an ad hoc 
increase to take effect in June 1981. Since the parties neither 
agreed to nor recommended a solution to the pension system's 
imminent insolvency, the Administration proposes to defer the ad 
hoc increase until after current benefit payments are soundly 
funded. The Administration will support the Rail Pension 
Assurance Amendments, originally proposed in the 96th Congress, 
as a way of solving the rail industry pension system's long-term 
actuarial deficit on an evenhanded basis without added Federal 
subsidies. 

Under present policy, virtually every Federal benefit payment 
that has automatic adjustments for the impact of inflation is 
adjusted once a year. Federal employee retirement and disability 
benefits, however, are currently adjusted twice a year. To 
assure equitable treatment for all beneficiaries, the 
Administration supports legislation to replace biannual cost-of-
living adjustments with a single annual adjustment for civil 
service and other Federal retirees. This proposal, which was 
also included in the January budget, is now estimated to reduce 
1982 outlays in this function by $0.5 billion. The savings in 
retired pay for military personnel is estimated to be $0.4 
billion in 1982, are classified in the national defense function. 

The Administration intends to continue exploring the 
appropriateness of the existing inflation adjustment mechanism 
for federal retirees and their survivors. An attempt will be 
made to identify and correct inequities in that adjustment 
mechanism. 

The Administration also supports the tightening of criteria for 
granting Federal employees disability and early retirement 
benefits. Changes in the administrative guidelines governing 
these programs will reduce the number of beneficiaries and is 
expected to lower outlays in 1982 by $180 million. 

As part of the general effort to improve entitlement programs, 
the Administration will propose legislation to reform the Federal 
employees injury compensation program. These changes are 
intended to remove (1) incentives to file questionable claims; 
(2) disincentives for injured workers to return to work when they 
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are medically able to do so; and (3) inequities in compensation 
rates, which now permit higher-paid workers to receive more in 
compensation benefits than they received in take-home pay when 
working. The proposed reforms would ensure the efficient 
compensation of justifiable claims, while eliminating the 
overcompensation and other inequities that currently plague the 
Federal employees compensation program. Outlay savings of $50 
million are expected in 1982. 

Unemployment compensation.—Under current law, during periods of 
high unemployment, the Federal Government assists the States in 
providing an additional 13 weeks of unemployment insurance 
benefits ("extended benefits") beyond the 26 weeks of coverage 
provided by basic State programs. As announced on February 18, 
the Administration will propose legislation to focus extended 
benefit payments only on those areas where high unemployment 
provides a real barrier to employment for unemployed workers. 

The legislation would: (1) eliminate the national extended 
benefits program, which now requires payment of extended benefits 
in all States — including those with low unemployment — when 
the national insured unemployment rate reaches the level set by 
law; (2) remove claimants of extended benefits from the 
calculation of the insured unemployment rate, which determines 
when extended benefits are paid in each State; (3) require 
recipients of extended benefits to have worked 20 weeks in the 
one-year base period; and (4) require a higher level of 
unemployment in individual States before extended benefits are 
paid. State trigger rates would be increased to 5% insured 
unemployment (and 120% of the rate in the comparable period of 
the prior 2 years) or, at State option, to 6% (without regard to 
prior years). In addition, the requirement in the Omnibus 
Reconciliation Act of 1980 that extended benefits claimants must 
accept offers of jobs that pay an amount equal to their 
unemployment benefits or the minimum wage, whichever is higher, 
will be strictly enforced. The Administration will propose 
legislation to apply this same provision to claimants who have 
collected at least 13 weeks of regular benefits. 

The Administration proposal would eliminate the national trigger 
on July 1, 1981 and change the method of calculating the insured 
unemployment rate the week following enactment. To permit 
necessary changes in State law, the increase in State trigger 
rates, the requirement of 20 weeks of work in the base period, 
and the requirement that claimants under the regular program 
accept jobs paying at least their weekly benefit amount or the 
minimum wage after 13 weeks of benefits, would take effect 
October 1, 1982. 

In comparison to current law, proposed reforms to extended 
benefits are now estimated to reduce outlays by $0.5 billion in 
1981 and $1.2 billion in 1982. The January budget also included 
legislation to change the method of calculating extended 
benefits. Under the economic assumptions used in January, the 
proposal was estimated to reduce 1982 outlays by $2.2 billion. 
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The Administration will propose legislation to make ex-military 
personnel who voluntarily leave the service, who are released or 
separated for cause, or who fail to reenlist when they could have 
done so, ineligible for unemployment benefits. This change would 
be effective July 1, 1981, and would reduce 1981 outlays by an 
estimated $60 million and 1982 outlays by an estimated $225 
million. 

The Administration will also propose legislation to reform the 
trade adjustment assistance (TAA) program. This legislation will 
direct benefits to those workers who have not been called back to 
work by their former employers and who have been unable to find 
other work by the time their eligibility for unemployment 
insurance has ended. 

Weekly TAA benefit amounts will be the same as the worker's 
weekly unemployment insurance benefit amount and will be paid 
only to workers who have used up all their weeks of unemployment 
insurance. This change would become effective for all claimants 
October 1, 1981. This proposal is estimated to reduce outlays by 
$1.2 billion in 1982. 

Housing assistance.—As part of the general effort to control 
long-term Federal government spending, the Administration is 
proposing several reductions in housing assistance provided by 
the Department of Housing and Urban Development (HUD): 

— The Administration is requesting funds for 175,000 
additional subsidized housing units in 1982, compared to 
260,000 units in the January budget. The 1981 
subsidized housing program will also be reduced from the 
254,550 unit level proposed in the January budget to 
210,000 units. This is a more realistic estimate of the 
program level likely to be achieved in 1981. In 
addition, the Administration proposes shifting the 
percentage mix between new and existing units from 50/50 
to 45/55 in 1982 to take greater advantage of the lower 
subsidy costs for existing housing. To achieve this 
policy change, the President will propose to rescind 
$4.6 billion in 1981 budget authority for the Department 
of Housing and Urban Development's subsidized housing 
program. The Administration will also propose a 
reduction in 1982 budget authority for subsidized 
housing of $8.7 billion. 

— The Administration proposes to increase gradually over 
the next 5 years the maximum allowable rent contribution 
paid by tenants living in federally subsidized housing 
from 25% to 30% of their adjusted income. Currently, 
very needy households pay less than 25% of their income 
for rent in HUD subsidized housing projects. Since this 
proposal provides for the same rate of increase for all 
tenants, the differential for the very needy will be 
maintained. This change will be achieved through 
administrative action and proposed legislation. 
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Th e proposal will decrease budget authority by $60 million in 
1982. The reduction will decrease budget authority by over $400 
million in 1986. Outlays are estimated to decline by $0.3 
billion in 1982. However, by 1986, outlays are estimated to be 
almost $1.1 billion less than the outlays for subsidized housing 
and public housing operating subsidies estimated in the January 
budget. 

— The Administration also proposes to stretch out 
construction and renovation activity for the public 
housing modernization program. This will be achieved by 
rescinding $300 million of the 1981 appropriation of 
$2.0 billion and reducing the 1982 appropriation request 
by $500 million to $1.5 billion. 

— In addition, the Administration proposes to terminate 
HUD's Indian housing program in 1982 and rescind $0.2 
billion in budget authority for the program in 1981. 
The current backlog of 22,000 funded but unfinished 
Indian housing units represents a 5 1/2 year supply at 
the 4,000 unit program level proposed in the January 
budget. With an average budget authority cost of over 
$175,000 per unit there is no reason to continue this 
very expensive and substantially backlogged program. 

Food and nutrition assistance.—In accord with the 
Administration's efforts to target assistance to the most needy 
families, major changes will be proposed in the food stamp and 
child nutrition programs. The changes in the food stamp program 
are designed to eliminate anomalies found in the present program 
under which families with high annual incomes are nevertheless 
eligible for food stamps. The Administration's program would 
remove about 400,000 such households from the rolls. The January 
budget for food stamps included legislative savings of $0.5 
billion in 1982 outlays. The revised budget reflects gross food 
stamp changes of $3.1 billion in 1982 outlays. Funds totaling 
$1.1 billion for food stamps to Puerto Rico will be converted 
into a proposed block grant for Puerto Rico at the reduced amount 
of 0.9 billion in outlays for 1982. 

Food stamps account for more than 10% of the personal income of 
residents of the Commonwealth of Puerto Rico. To improve the 
administration of these activities and to make them more 
responsive to the Commonwealth's culture, economy, and food 
preferences, a consolidation of funds amounting to $0.9 billion 
is proposed. This block grant would eliminate the detailed 
nutritional prescriptions, financial reporting and accounting of 
current Federal programs, and would permit the Puerto Rican 
government to target nutrition assistance in accord with its 
priorities and to stimulate local agricultural production. The 
proposed amount is about 75% of the 1981 level of USDA nutrition 
assistance for Puerto Rico. 

Under the Administration's proposal for the child nutrition 
programs, Federal subsidies will be eliminated for students from 
families of four with incomes above $15,630. Students from 
families of four with incomes between $11,640 and $15,630 will 
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continue to have their school meals partially subsidized. For 
students from families of four with incomes below $11,640, the 
present policy of full subsidization of meals will continue. The 
proposal would also terminate funding to purchase new food 
service equipment, and to finance nutrition education and 
training grants to States, subsidized snacks, and all meal 
subsidies to schools with high tuitions. The base and special 
subsidies for both free and reduced price meals would be annually 
indexed in future years from 1982 levels for price changes in the 
current indices. These proposals would reduce 1982 outlays for 
child nutrition by $1.6 billion below current law. The January 
budget included legislative outlay savings of $0.4 billion in 
1982. The supplemental feeding program for women, infants, and 
children (WIC) will be focused on low-income pregnant and 
lactating women, and infants under established priorities for 
participation. Applicants with relatively high incomes or 
without measurable nutrition deficiencies may not receive WIC 
benefits at the 1982 funding level, which is $0.2 billion below 
the 1981 level. 

The Administration is proposing several reforms to the aid to 
families with dependent children (AFDC) and child support 
enforcement programs. These changes are designed to determine 
welfare needs more accurately, improve program administration, 
reduce fraud and abuse, and decrease Federal and State costs. 
Anomalies in the present system often result in the payment of 
cash welfare grants to high-income families. Changes are needed 
to assure that the resources available to a family are fully 
taken into account in determining the family's need for public 
assistance cash payments, to improve incentives to work, to 
standardize and simplify program requirements and administration 
(which will help reduce errors, waste, and abuse), to increase 
child support collections (which will reduce the amount of 
welfare payments needed), and to provide a more equitable balance 
between the State and Federal shares of enforcement costs and 
collections. 

These proposals are expected to reduce 1982 outlays by $0.7 
billion. The January budget also included outlay savings of $0.5 
billion in 1982. 

The Administration is also preparing several management 
improvements in the supplemental security income program to 
reduce errors and waste. 

Other income security.—The Administration is proposing 
reductions in the refugee assistance program reflecting lower 
refugee flow to the United States, earlier phaseout of the old 
Cuban refugee program (1962 to 1978 arrivals), reduced Federal 
administration, and elimination of funds for non-State 
administered, low-priority social service programs. This will 
produce outlay savings of $31 million for 1981. 

Increased reliance on the sponsors of immigrants to meet their 
obligations with respect to an immigrants' first 3 years in the 
United States will reduce AFDC outlays by $15 million in 1982. 
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An expansion of the earned income tax credit, proposed in the 
January budget, has not been included as part of the economic 
recovery plan. 

The Administration will propose legislation to consolidate 
authorities for energy and related assistance into a hardship 
assistance block grant to States. The Administration's proposal 
will enable States to assist low-income households to meet the 
rising cost of home heating and assist households facing other 
hardship situations that may not be energy related. This 
consolidation will result in outlay savings of $0.4 billion in 
1982. 
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700: VETERANS BENEFITS AND SERVICES 

($ billions) 
Actual 
1980 

Estimate 
1981 1982 

Budget Authority 

January budget 21.2 
Revised economic assumptions: 

Service-connected compensation 
Non-service-connected pensions 
All other 

Policy reductions: 
Readjustment benefits 
Medical care 
Hospital construction 
All other 

Revised budget 21.2 

23.2 

-0.1 
- 0 . 2 

22.9 

25.0 

-0.1 

- 0 . 1 
-0.4 
-0.1 
-0.1 

24.2 

Outlays 

January budget 21.2 22.6 24.5 
Revised economic assumptions: 

Service-connected compensation -0.1 
Non-service connected pensions -* 
All other -* 

Policy reductions: 
Insurance policy loans -0.1 -0.1 
Readjustment benefits -* -0.1 
Medical care -0.1 -0.4 
Hospital construction -* -0.1 
All other ^ -0.1 

Revised budget 21.2 22.4 23.6 

* $50 million or less. 

The Administration proposes to reduce budget authority for 
veterans benefits and services from the January budget request by 
$0.3 billion in 1981 and $0.7 billion in 1982. Estimated outlays 
in 1981 and 1982 are below the January budget by $0.2 billion and 
$0.8 billion, respectively. These reductions are in large part 
the result of lower projected inflation, revisions in 
entitlements to eliminate unintended benefits, the application of 
sound criteria to economic subsidy programs, and a stretch-out of 
capital investment programs. 

Revised economic assumptions.—A decline in budget authority and 
outlays for service-connected compensation of $0.1 billion in 
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1982 reflects lower estimates of proposed cost-of-living 
adjustments than the January budget. Lower automatic cost-of-
living adjustments reduce budget authority and outlays for non-
service-connected pensions by $11 million in 1982. 

Policy reductions.—At present, VA insurance policy loans are 
made at 5% interest rates, a fraction of the interest rates 
charged on secured loans in private markets. This has had the 
effect of encouraging veterans to borrow on their policies, often 
diminishing the future security of veterans' families as the 
value of the policy is reduced. The Administration proposes to 
decrease the interest subsidy now given to veterans receiving 
insurance loans. This proposal reduces outlays by $0.1 billion 
in both 1981 and 1982. 

A 2-year extension of the period of eligibility for certain 
readjustment benefits for needy and educationally disadvantaged 
Vietnam-era veterans, which was proposed in the January budget, 
is not supported by this Administration. The current 10-year 
period of eligibility is sufficient and the same as that provided 
for veterans of previous wars. Elimination of this proposal 
reduces 1982 budget authority and outlays below the level 
proposed in January by $0.1 billion. 

The Administration proposes a ceiling on the funding available 
for VA physicians' and dentists' bonuses. Under this proposal 
funds available for bonuses will be limited to 12% of the total 
annual appropriations for physicians and dentists pay. This will 
reduce the annual costs of bonuses for VA physicians and dentists 
by approximately $40 million, to the level estimated by the 
Congressional Budget Office at the time the Congress was 
considering passage of PL 96-330, the legislation that authorized 
the additional bonuses. In addition, moderate staffing 
reductions in non-clinical personnel will be imposed on the 
Department of Medicine and Surgery (DM&S), which would return 
DM&S to its 1979 staffing level. These actions and the 
withdrawal of several new initiatives that were included in the 
January budget will save $0.3 billion in outlays in 1982. 

Some cancellations and delays in the Veterans Administration (VA) 
hospital construction program are proposed. These changes, which 
can be accomplished without significant short-run detriment to 
the VA medical system, reduce proposed budget authority by $0.2 
billion in 1981 and $0.1 billion in 1982. Outlays in 1981 and 
1982 are estimated to be reduced by $28 million and $0.1 billion, 
respectively. 

Proposals in the January budget to end payments for general 
flight training and correspondence courses and to terminate 
outpatient dental benefits for certain non-service-related dental 
problems are included in the revised budget. The Administration 
also proposes to reduce travel reimbursements for veterans being 
treated for non-service-connected disabilities by requiring a $5 
deductible payment. 
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750: ADMINISTRATION OF JUSTICE 

($ billions) 
Actual 
1980 

Estimate 
1981 1982 

Budget Authority 

January budget 4.4 4.5 
Policy reductions: 

Legal Services Corporation 
Office of Juvenile Justice and 
Delinquency Prevention 

Personnel and other reductions -0.1 

Revised budget 4.4 4.4 

4.8 

-0.3 

-0.1 
-0.2 

4.2 

Outlays 

January budget 4.6 4.8 4.9 
Policy reductions: 

Legal Services Corporation -0.3 
Office of Juvenile Justice and 
Delinquency Prevention -* 

Personnel and other reductions -0.1 -0.2 

Revised budget 4.6 4.7 4.4 

$50 million or less. 

The Administration proposes to reduce budget authority by $0.1 
billion in 1981 and $0.6 billion in 1982, and to reduce outlays 
by $0.1 billion in 1981 and $0.5 billion in 1982 compared with 
the January budget request. 

Policy reductions.—The authorization for the Legal Services 
Corporation has expired. In lieu of proposing funding for this 
program in 1982, the President has proposed a consolidated block 
grant to States for social services. Legal services would be 
authorized activities within the programs encompassed by the 
block grant. Increased pro bono efforts by private attorneys, as 
part of their professional responsibility, are a major way of 
augmenting legal services activities financed by the block grant. 

The Administration believes that services currently authorized in 
programs of the Office of Juvenile Justice and Delinquency 
Prevention can be provided under the broader authorities of 
programs proposed for consolidation into a social services block 
grant. The Administration therefore proposes that these 
activities be carried out by the States in the context of the 
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block grant, which is discussed in the education, training, 
employment, and social services function. 

The Administration is proposing significant travel, procurement, 
and personnel reductions in this function. These measures will 
reduce estimated outlays by $0.1 billion in 1981 and $0.2 billion 
in 1982. 
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800: GENERAL GOVERNMENT 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 4.6 5.4 5.4 
Policy reductions: 

Central fiscal operations -* -0.1 
Federal buildings fund -0.1 
Other -0.1 

Revised budget 4.6 5.4 5.1 

Outlays 

January budget 4.5 5.2 5.2 
Policy reductions: 

Central fiscal operations -* -0.1 
Other -0.1 

Revised budget 4.5 5.1 5.0 

$50 million or less. 

Several small proposed policy reductions would reduce budget 
authority and outlays for the general government function by $0.1 
billion in 1981 and by $0.3 billion in 1982 from the January 
budget levels. 

Policy reductions.—The President has signed an Executive Order 
terminating the Council on Wage and Price Stability's wage and 
price standards program. Outlays for the Council on Wage and 
Price Stability are estimated to be $5.2 million lower in 1981 
than the January estimates and $4.4 million lower in 1982. 

Proposed budget authority for central fiscal operations is lower 
than the January levels by $32 million in 1981 and $116 in 1982. 
Outlays are estimated to be $47 million lower in 1981 and $126 
million lower in 1982. Because the Administration's proposed 
reduction in marginal rax rates is expected to enhance voluntary 
compliance, the level of increase in Internal Revenue Service 
enforcement staff proposed in the January budget will not be 
necessary. The Administration does, however, support the January 
budget request to increase IRS personnel for the collection of 
unpaid taxes. 

The Administration is also proposing a broad reform of Federal 
Financing Bank operations that will affect its major users, such 
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as the Rural Electrification Administration and the Tennessee 
Valley Authority, and will affect other, non-Federal entities 
that borrow from the FFB under Federal guarantees. This is 
discussed in more detail in Part 2 of this document. 

Reductions in the amount of new construction of Federal buildings 
and in the amount of space leased by the Federal Government are 
proposed in conjunction with expected decreases in Federal 
personnel levels. New obligational authority for construction 
would decrease from the $196 million previously proposed for 1982 
to $28 million. This would decrease budget authority for the 
Federal buildings fund by $121 million in 1982. The two new 
projects that the Administration proposes to fund are border 
stations in California and Maine. The amount of leased office 
space would also be reduced by 1% from levels budgeted in 
January, and may decrease further as the need for office space is 
reassessed. 

The Administration supports the proposal included in the January 
budget to increase funds for the purchase of new vehicles in 1981 
by $100 million. The original proposal, which would have 
replaced all motor pool vehicles over five years of age, will be 
changed to include replacing some leased vehicles with new 
vehicles. This will reduce Federal Government costs over the 
life of the vehicles. These purchases of new vehicles will 
assist the automobile industry during a particularly difficult 
period of high unemployment and will contribute to energy 
conservation and cleaner air by replacing older vehicles with 
cleaner, more fuel-efficient vehicles. 

Consistent with its overall effort to reduce the number of 
categorical grant programs, the Administration will not request 
funding for the Intergovernmental Personnel Act grant program. 
This would reduce 1982 outlays by $13 million from the January 
level. 
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850: GENERAL PURPOSE FISCAL ASSISTANCE 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 8.7 6.2 6.9 
Reestimates 0.1 
Policy reductions: 

Withdrawal of proposed tax credit for 
State and local governments -0.5 

Loans to the District of Columbia for 
capital improvements 

Policy increases: 
Withdrawal of the proposal to 
eliminate payments in lieu of taxes. • 

Revised budget 8.7 6.2 6.5 

Outlays 

January budget 8.6 6.9 6.9 
Reestimates -* 0.1 
Policy reductions: 

Withdrawal of proposed tax credit for 
State and local governments -0.5 

Loans to the District of Columbia for 
capital improvements -0.1 

Policy increases: 
Withdrawal of the proposal to 
eliminate payments in lieu of taxes. * 

Revised budget 8.6 6.8 6.4 

§50 million or less 

The Administration's budget revisions for general purpose fiscal 
assistance result in a net decrease in budget authority and 
outlays of $0.5 billion for 1982 from the January budget. 

Reestimates.—Outlays are expected to increase by $70 million in 
1982 for Federal land management receipt sharing programs due to 
higher estimates for receipts. Repayments for advances to the 
District of Columbia general fund are estimated to increase by 
$60 million in 1981, thus reducing outlays by that amount. 

Proposed reductions.—The Administration proposes reductions of 
$570 million in outlays in 1982 for two programs. Withdrawing 
the proposal made in the January budget for tax credit payments 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1981



-89-

to State and local governments accounts for $495 million of this 
reduction. Another $75 million will be saved by limiting Federal 
loans to the District of Columbia for its capital improvements 
program. It is proposed that outlays for this program be capped 
at $145 million in 1982 and that it be phased out by 1984. It is 
anticipated that the District of Columbia government will enter 
the municipal bond market and, thus, will have no further need to 
borrow from the U.S. Treasury after 1983. 

Proposed increases.—The Administration is withdrawing the 
January budget proposal to eliminate the payments in lieu of 
taxes program to State and local governments. Restoring funds 
for this program will increase outlays by $45 million in 1982 
over the January budget level. Funds for resumption of this 
program are contingent upon the passage of new legislation that 
will revise the payment formula. 
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900: INTEREST 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 64.5 80.4 89.9 
Reestimates and revised economic 
assumptions: 

Interest on the public debt -3.5 -8.4 
Other interest 0.3 1.0 

Revised budget 64.5 77.2 82.5 

Outlays 

January budget 64.5 80.4 89.9 
Reestimates and revised economic 
assumptions: 

Interest on the public debt -3.5 -8.4 
Other interest 0.3 1.0 

Revised budget 64.5 77.2 82.5 

Budget authority and outlay estimates for the interest function 
have decreased since January due to lower projected interest 
rates, partially offset in 1982 by higher borrowing requirements. 
These changes have decreased estimated budget authority and 
outlays for interest on the public debt by $3.5 billion to a 
level of $90.6 billion in 1981, and $8.4 billion to $98.1 billion 
in 1982. These large decreases in interest on the public debt 
are partially offset by decreases in interest received on loans 
made to the Federal Financing Bank. 
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920: ALLOWANCES 

($ billions) 
Actual Estimate 
1980 1981 1982 

Budget Authority 

January budget 3.0 
Policy reductions: 

Civilian agency pay raises -0.2 
Contingency allowance -0.5 

Revised budget 2.3 

Outlays 

January budget 1.9 
Policy reductions: 

Civilian agency pay raises -0.1 

Revised budget 1.8 

The allowance function includes amounts for Federal civilian 
agency employee pay raises, future initiatives, and unforeseen 
requirements. The Administration proposes to reduce 1982 budget 
authority and outlays for allowances from the January budget 
levels by $0.7 billion and $0.1 billion, respectively. 

Proposed reductions.—As part of its general effort to reduce 
Federal overhead, personnel, and regulatory costs, the 
Administration will recommend comprehensive legislative changes 
in the way that Federal civilian pay rates are set. When 
enacted, these proposals will reduce outlays from the current 
services base by $2.5 billion in 1982. 

The Administration supports the principle of comparability as the 
best basis for adjusting Federal civilian pay, but will propose 
major changes in the way comparability is calculated. The 
following major components are among those being considered for 
inclusion in proposed legislative changes: 

1. Broadening the principle of comparability by: 

establishing total compensation comparability—including 
both pay and benefits, rather than just pay—as the 
basis for calculating comparability; and 

— including State and local government pay and benefits, 
rather than only those of private industry, in the data 
on which compensation scales will be based. 
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2. Bringing Federal compensation rates and practices more 
closely in line with those of the non-Federal sector by: 

— setting white-collar pay on a locality basis? 

— changing certain features of the Federal wage system for 
blue-collar workers to provide much more accurate 
comparability with locally prevailing rates? 

— changing Federal premium pay laws to make them more 
consistent with the Fair Labor Standards Act and private 
sector practices; and 

— providing the executive branch with additional pay 
flexibility to recruit and manage a high-quality work 
force. 

The above components are included in legislation proposed by the 
previous administration. In addition, this Administration will 
propose establishing the Federal compensation comparability 
standard at 94% of average non-Federal compensation (including 
benefits), thereby recognizing those aspects of Federal 
employment that make it more attractive than many comparably-paid 
jobs in the private sector. 

Enactment of these proposals is expected to result in a white-
collar pay increase in October 1981 of approximately 4.8%. A 
final decision on the level of the October 1981 pay increase is 
made in the late summer after Presidential review of the 
recommendations of the President's Compensation Agent and the 
Federal Employees Compensation Council and after a review of the 
prevailing economic conditions. 

The President has concluded that the increases in Federal 
executive salaries proposed in the January budget should be 
deferred because current economic conditions require that 
substantial budget reductions be achieved. However, the 
President is deeply concerned about the diminishing ability of 
the Federal Government to attract and retain high caliber 
executives. The Administration will, therefore, work with the 
Congress in developing other ways to address this issue before 
the next report of the quadrennial Commission on Executive, 
Legislative, and Judical Salaries, which is due in 1984. 

The allowance for civilian agency pay raises was estimated in 
January with the assumption that agencies would absorb 30% of the 
cost of these raises. The absorption rate has been increased to 
40%. These changes would reduce 1982 allowances by $0.2 billion 
in budget authority and $0.1 billion in outlays from the January 
levels. 

The contingency allowance for unforeseen requirements has been 
reduced to $1.5 billion in budget authority and $1.0 billion in 
outlays for 1982 through 1986. It is expected that these levels, 
in addition to the anticipated savings discussed below, will be 
adequate to fund any unforeseen requirements. 
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The Administration is committed to improving the management of 
Federal Government activities. This is already underway. The 
President has placed a complete freeze on Federal hiring and has 
ordered limits on procurement of office equipment, consulting 
services, and Government travel. For 1982 and beyond, every 
aspect of Federal management and administrative practice will be 
evaluated. In particular, the Administration expects substantial 
savings from improvements in administrative practices designed to 
increase the level of competition in the procurement process and 
to collect money owed to the Federal Government on a more timely 
basis. 

It is the general policy of the Administration to rely, whenever 
possible, on the competitive private sector to supply the 
products and services the Federal Government needs. The Office 
of Federal Procurement Policy is, therefore, working with 
agencies to: 

— increase competition in the procurement of goods and 
services and in the acquisition of major systems? 

— increase agency compliance with OMB circular A-76, which 
requires agencies to determine which commercial and 
industrial type activities could be performed more 
efficiently through contracts with private firms? 

— curtail the use of consulting services? and 

improve other acquisition programs such as the use of 
commercial distribution systems. 

The Administration is developing ways to improve the collection 
of tax and loan payments owed to the Government and overpayment 
of benefits. The accounting and servicing, collection, and 
liquidation functions related to debt management can be handled 
more efficiently through private contractors who have the 
necessary training and expertise than through hiring or training 
additional Federal personnel. The use of contractors for these 
services would increase collections and decrease the number of 
Federal employees needed for debt management and collection. 

The Administration also plans to review administrative practices 
under the Davis-Bacon and Service Contract Acts. The principal 
objective is to ensure that prevailing wage determinations made 
by the Department of Labor under these Acts reflect actual wages 
paid in the localities where Federal contracts are performed. 
Previous studies have indicated that substantial savings could be 
achieved by revising current administrative practices. These 
savings and the anticipated savings due to changes in the black 
lung disability trust fund, which are discussed in the income 
security function, are estimated to reduce the contingency for 
other requirements by $30 million in 1981 and by $528 million in 
1982. 
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950: UNDISTRIBUTED OFFSETTING RECEIPTS 

($ billions) 
Actual 
1980 

Estimate 
1981 1982 

Budget Authority and Outlays 

January budget -
Reestimates and revised economic 
assumptions: 

Employer share, employee retirement. 
Interest received by trust funds 1/, 
Rents and royalities on the Outer 
Continental Shelf 

Policy reductions: 
Rents and royalities on the Outer 
Continental Shelf 

Revised budget 

-21.9 -27.8 -31.9 

* 

0.3 

-1.6 

0.1 
0.8 

-0.4 

-0.2 -0.7 

-21.9 -29.3 -32.0 

1/ Includes decreases due to lower interest rate 
assumptions offset by increases due to higher trust fund 
balances. 

*50 million or less 

The estimates of undistributed offsetting receipts for 1981 and 
1982 have increased since January. These increases reduce budget 
authority and outlays by $1.5 billion in 1981 and $0.2 billion in 
1982. 

Interest received by trust funds.—Revised interest rate 
assumptions have lowered the estimates of interest received by 
trust funds in both 1981 and 1982. These decreases are partially 
offset by the effects of higher trust fund balances, resulting 
from the Administration's policy reductions for certain trust 
fund outlays. These outlay reductions increase trust fund 
balances and thereby increase trust fund investment in Treasury 
securities. 

Rents and royalties on the Outer Continental Shelf.—The Outer 
Continental Shelf oil and gas leasing schedule will be revised as 
quickly as is possible in accordance with the requirements of the 
OCS Lands Act. A major objective is to shorten the time needed 
to start exploratory drilling in all OCS areas. Efforts will be 
made to streamline and shorten the OCS sale preparation process 
while preserving adequate protection of environmental values and 
the public's proprietary interest. The schedule revision is 
expected to increase OCS receipts by $0.2 billion in 1981 and 
$0.7 billion in•1982. In addition, rents and royalities on the 
Outer Continental Shelf are expected to increase by $1.6 billion 
in 1981 and $0.4 billion in 1982 due to technical reestimates and 
revised oil price projections. 
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