
BUDGET SUMMARY

This part of the budget summarizes the President's major budget
proposals and discusses significant changes in the way the Govern-
ment conducts its business.

OVERVIEW OF THE BUDGET

This is an austere budget. The serious inflation facing the Nation
today requires restraint on the growth of Federal spending.

This budget provides that restraint. It proposes a significant
deceleration in the growth of Federal spending. Budget outlays
increase by 9.4% in 1979, 7.7% in 1980, 8.7% in 1981 and 6.4% in
1982—compared to a 12.1% average annual rate of increase from
1973 through 1978.

This deceleration involves a general reduction in program
growth throughout the Government. Some initiatives high on the
administration's list of priorities have been deferred. Aggressive
efforts have been made to achieve program efficiencies. Reductions
or terminations of lower priority programs have been proposed.
Routine increases are not requested.

The application of restraint has not been mechanical. Rather,
the zero-base budget process has been used to establish priorities so
that the best Government services possible will be obtained with
the strictly limited fiscal resources that can safely be made availa-
ble in today's inflationary environment.

The budget total increases by $38 billion between 1979 and 1980.
Benefit payments under retirement, disability, and health care
programs will rise because of cost-of-living adjustments and be-
cause of the normal annual increases in eligible beneficiaries. Pur-
chases of materiel for essential defense modernization—primarily
to strengthen NATO-related capabilities—are proposed to increase
somewhat in real terms. Interest on the public debt will increase
because debt outstanding will rise. The remainder of the budget,
however, is reduced in real terms. Federal employment levels will
be reduced during 1979, and restraint on the salaries of Federal
employees is proposed, in line with the national wage-price stand-
ards. Overall, this budget, adjusted for inflation, provides for about
the same level of real Federal activity in 1980 as in 1978 and 1979.

Throughout the 1978-1982 period, proposed outlays grow at a
rate that is substantially less than the rate of growth of gross
national product (GNP), so that outlays would decline as a percent-
age of GNP from 22.1% in 1978 to 21.2% in 1980 and 20.3% in
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BUDGET SUMMARY 13

1982. Receipts would rise from 19.7% of GNP in 1978 to 20.1% in
1980; and, in the absence of future tax cuts, would reach 21.6% in
1982.

Budget Outlays and Receipts as a Percent of GNP
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This budget meets the President's commitment to hold the deficit
to $30 billion or less in 1980 and to move in the direction of a
balanced budget. The declining deficit symbolizes the administra-
tion's determination to hold down the growth of spending. Holding
down spending growth (reflected in the reduction in outlays as a
percentage of GNP, noted above) is, in the administrations^ view,
equal in importance to a declining deficit. Because receipts are
strongly affected by economic circumstances, the administration
believes that the restrained outlay levels planned in the 1980
budget are objectives as important in themselves as the estimated
deficit.
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14 THE BUDGET FOR FISCAL YEAR 1980

EFFECTS OF BUDGET PROPOSALS
[In billions of dollars]

Estimates Projections
1978
actual 1979 1980 1981 1982 1983

715.3
- .1
3.0

1984

777.8
- .1
2.5

652.6

610.6
22.2

- 1 7 . 9

614.9

36.0

718.3

640.2
27.0

- 2 1 . 6

645.6

75.1

780.2

667.1
32.3

- 2 5 . 6

673.7

110.7

Current services 402.0 456.0 504.5 571.3 646.6
Proposed reductions - 2 . 3 - *
Proposed increases 3 5.5 6.1

Budget receipts 402.0 456.0 502.6 576.8

Outlays:
Current services 450.8 491.3 536.1 577.8
Proposed increases 1.9 7.0 14.8
Proposed reductions .1 - 1 1 . 6 - 1 4 . 7

Budget outlays 450.8 493.4 531.6 578.0

Surplus or deficit ( - ) :
Current services basis - 4 8 . 8 - 3 5 . 4 - 3 1 . 6 - 6 . 5

Budget surplus or deficit
(-) - 4 8 . 8 - 3 7 . 4 - 2 9 . 0 - 1 . 2 37.8 72.7 106.5

*$50 million or less.

The major policy changes in the budget can be highlighted by
comparing the administration's budget recommendations with cur-
rent services estimates. Current services estimates are projections
of the costs of existing programs under existing law, including
outlay changes that result from increased numbers of beneficiaries
entitled to receive payments and (where required by law) higher
benefit levels due to increases in the cost-of-living.

The current services estimates do not, however, adjust all pro-
grams for the effects of anticipated inflation. Adjustment of all
programs except those limited in dollar amount by statute would
add nearly $8 billion to the 1980 current services outlay total and
about $22 billion to the 1984 total. Thus, the $4.6 billion by which
the 1980 budget outlay total falls short of the more narrowly-
defined current services level understates the full degree of re-
straint in the 1980 budget. Similarly, the fact that the budget
projections are somewhat higher than the more narrowly-defined
current services projections over the 1981 to 1984 period could be
misleading. Current services estimates and projections with full
price adjustments added provide an alternative base against which
to assess the degree of restraint incorporated in the projected
budget figures.
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BUDGET SUMMARY 15

Increases in Bucket Outlays from 1979

$ Billion,

Current services estimates provide a basis for distinguishing
between built-in changes in program levels and the effects of policy
changes recommended in the budget. Policy changes include both
proposed legislation and discretionary increases or decreases in
program levels. Special Analysis A, which accompanies this budget,
provides a more detailed comparison between the 1980 budget esti-
mates and the current services estimates.

The budget recommendations would result in 1980 outlays of
$531.6 billion—$4.6 billion less than the current services level. On
a current services basis, total outlays would increase from $536.1
billion in 1980 to $667.1 billion in 1984. By 1984 the program
changes recommended in this budget would result in projected
total outlays of $673.7 billion, $6.7 billion above the projected cur-
rent services level for that year. The following table identifies
major program increases and reductions, relative to current serv-
ices levels, in the 1980 program.
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16 THE BUDGET FOR FISCAL YEAR 1980

MAJOR OUTLAY INCREASES AND DECREASES RELATIVE TO CURRENT SERVICES

(In billions of dollars)

Program 1979 1980 1981 1982

Increases:
Defense, excluding pay, including atomic energy 0.8 2.2 4.1 6.4
International .1 .3 1.0 1.4
Energy, excluding supply .1 .1 .4 .4
National Development Bank * .2 .8 1.0
Transportation, excluding rail * .1 .3 .4
Elementary and secondary education * .3 .5 .5
Social services .4 .5 .5
Health services .1 .2 .3 .4
Medicare and medicaid increases .4 .6 .8
Veterans compensation .5 .9 1.3
Welfare reform allowance 1.5 5.5
Allowance for other contingencies .5 3.0 3.0
Other A U L0 7

Total, major increases 1.9 7.0 14.8 22.2
Decreases:

Proposed decreases requiring substantive legislation:
Hospital cost containment:

Medicare - . 4 - 1 . 5
Medicaid - . 1 - . 2

Other health financing cost-savings - .4
Veterans medical care - . 3
School lunch and related - . 4
Social security and railroad retirement * - . 7
Public assistance * - .2
Other - ^

Subtotal, requiring substantive legislation —.4 —3.8

Decreases not requiring substantive legislation:
Energy supply - * - .3
Agricultural price supports .3 - . 7
National forests .1 - . 3
Rail transportation .3 - .5
Impact aid - . 2
Higher education - . 4
Public service employment - . 6
Pay restraint, Defense - 1 . 8
Pay restraint, Civilian agencies —1.2
Other - * - 1 . 6

Subtotal, not requiring substantive legislation.. .5 - 7 . 7

Total, major decreases .1 - 1 1 . 6 - 1 2 . 8 - 1 7 . 2

*$50 million or less.

Major reduction proposals are discussed in a separate section,
below.

Receipts under the tax proposals in this budget are expected to
be $502.6 billion in 1980, a decrease of $2.0 billion from the current
services level. This reflects the tax proposals in the budget. In the
absence of any future changes in the tax law beyond those specifi-
cally proposed in this budget, receipts would grow to $780.2 billion

- 2 . 8
- .4
- .5
- .3
- .4

- 1 . 8
- .2
- .2

- 6 . 6

- .5

- .3
.2

- .3
- .3

- 1 . 5
- 2 . 8
- 1 . 8
- 7

- 8 . 1

- 4 . 3
- .6
- .5
- .3
- .4

- 3 . 1
- .3
- .2

- 9 . 7

- .5

- .2
- .3
- .3
- .1
- .4

- 3 . 7
- 2 . 4
- .5

- 8 . 2
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BUDGET SUMMARY 17

in 1984, $2.4 billion above the current services level of $777.8
billion. However, because tax receipts tend to grow more rapidly
than the economy as a whole, raising tax burdens and restraining
growth, the administration will carefully consider further reduc-
tions between now and 1984. Further reductions—when economi-
cally prudent—would permit everyone to share the benefits of ex-
penditure restraint in the form of a reduction of tax burdens below
the levels that would result from continuation of current law.

The 1980 budget proposals are intended to place us on a long run
path toward reduced inflation, relatively full employment, and a
balanced budget. The fiscal policy underlying this budget repre-
sents a balanced approach to current economic conditions. Mone-
tary and fiscal policy together should create an environment in
which inflationary pressures will ease. While it is sufficiently re-
strained to help ease inflationary pressures, this policy is not so
restrictive that it will prevent continued growth in the economy.
The relatively low rate of real growth during 1979 is expected to
result in a small rise in the unemployment rate to about 6.2% by
the end of the calendar year. The unemployment rate is expected
to remain at about that level throughout 1980. The rate of infla-
tion, which was over 9% during 1978, is expected to decline to
about 6% by the end of 1980. The budget deficit dropped from $66
billion in 1976 to $49 billion in 1978, and the budget proposes a
further decline to $29 billion in 1980.

The budget margins projected beyond 1981 on both a Presidential
budget basis and the current services basis do not imply that
surpluses of such magnitudes will in fact occur. The feasibility of
achieving future surpluses depends on economic conditions too far
in the future to forecast, on the need to expand or contract pro-
grams, and on the need for further tax cuts. These projected mar-
gins do indicate that uncommitted resources are likely to be available for
discretionary budgetary decisions—tax reductions, new or expanded
programs, or debt reduction—in the years ahead.

MAJOR BUDGET PROPOSALS

Tax proposals.—The budget estimates reflect the real wage insur-
ance proposal announced in October as an integral part of the
President's anti-inflation program. This proposal is designed to
encourage compliance with the wage standard in that program.
Under the proposal, employees whose compensation increases are
within the anti-inflation guidelines will be eligible for a refundable
tax credit if inflation exceeds 7% for the program year. The cost of
the real wage insurance proposal is estimated to be $2.5 billion in
1980.

The multi-year budget planning estimates reflect administrative
actions and proposals to increase the efficiency with which the
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18 THE BUDGET FOR FISCAL YEAR 1980

Federal Government handles the large flows of money to and from
the Treasury. These cash management initiatives will require that
tax payments be made closer to the time that liabilities occur.
Under current law, some taxpayers, particularly large corpora-
tions, are able to defer payments of taxes well beyond the period
when liabilities accrue or when they collect withheld taxes. Such
deferrals amount to interest-free loans from the Federal Govern-
ment. These initiatives will increase receipts by $5.0 billion in 1981
and by $5.3 billion in 1982. (See Part 4 for a more detailed descrip-
tion of these and other tax proposals).

Budget Outlays —Constant 1980 Dollars

$ Billion,
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Defense and international.—The budget proposes significant in-
creases in defense spending. Outlays would be $125.8 billion in
1980, compared to $114.5 billion in 1979. Both strategic and conven-
tional forces would be strengthened—particularly our ground
forces in Western Europe. Overall, under the budget proposals,
defense spending would increase by about 3% in real terms in
1980.

The administration is negotiating a stragetic arms limitation
treaty with the Soviet Union. The budget includes provisions for
intelligence capabilities necessary to assure compliance with the
treaty.

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

1980



BUDGET SUMMARY 19

The budget proposes increases in foreign aid with emphasis on
long-term development of poor countries, and reducing widespread
poverty. A significant increase in funds for the Export-Import Bank
is proposed to help strengthen our foreign trade situation. Total
outlays for international programs would increase from $7.3 billion
in 1979 to $8.2 billion in 1980.

Energy.—Outlays for energy programs in 1980 are estimated at
$7.9 billion, somewhat less than in 1979. This decrease is largely
because of delays in building up the Strategic Petroleum Reserve.
Increases are proposed for research and development to tap domes-
tic energy resources more effectively. Particular emphasis is given
to long-range research and development efforts in promising areas
that private industry is unlikely to explore on its own, especially in
solar energy.

The 1980 budget also provides for carrying out the recently-
enacted National Energy Act. The Act prohibits construction of oil-
and gas-fired boilers where coal can be used more economically,
and allows the price of natural gas to rise to encourage domestic
production. In addition, the Act encourages the conservation of
energy used in homes and industry.

The administration's nuclear energy policy calls for deferring
indefinitely commercial reprocessing of the spent fuel from nuclear
power plants and cancellation of the liquid metal fast breeder
reactor demonstration project at Clinch River. As part of this
policy, the 1980 budget provides for continued research and devel-
opment on efforts to improve the efficiency of current nuclear
power plants and to examine new alternative reactor concepts.
Substantial increases are provided for nuclear waste management
programs.

Income security.—The budget proposals for income security pro-
grams, would simplify program administration, reduce fraud and
abuse, and target benefits more specifically on the needy. Social
security reforms are proposed to eliminate certain windfall and
special benefits that are no longer appropriate or can be provided
more effectively under other existing programs. A 36% increase in
funding for the Women, Infants and Children food program is
proposed, to help assure the sound development of growing chil-
dren. Legislation will be proposed to direct school meal subsidies
more specifically toward children from low-income families and to
eliminate fraud and abuse, and to improve management in the food
stamp and public assistance programs. Legislation will also be
proposed to put the Railroad Retirement system on a sound finan-
cial footing and to provide a 7.8% cost-of-living increase in compen-
sation benefits paid to veterans for service-incurred disabilities.
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20 THE BUDGET FOR FISCAL YEAR 1980

Health.—The administration is developing a National Health
Plan. The 1980 budget proposes health initiatives that will be
consistent with that plan. They emphasize the provision of better
access to medical care and mental health services for those most in
need, prevention of disease, biomedical and mental health research,
control of health care cost inflation, and reduction of fraud and
abuse in Federal health programs. Increases in 1980 outlays of $451
million over 1979 would support improved delivery of services,
including expanded medicaid eligibility to an additional 2 million
low income children and pregnant women, and improved mental
health systems. Federal savings from proposals to control health
care costs are estimated to be $3.1 billion in 1980, including $1.7
billion from hospital cost containment legislation. Outlays would
increase by $44 million in 1980 for preventive health initiatives for
fluoridation, health education, and programs to reduce smoking,
alcohol abuse, and mental illness. The budget proposals also em-
phasize control of toxic substances and other environmental health
hazards.

Community and economic development—The budget proposes
creation of a National Development Bank to provide grants, loan
guarantees, interest rate subsidies and other financial assistance to
businesses willing to locate or remain in economically depressed
areas. Increased funding is requested for community development
block grants, neighborhood self-help development grants, the liv-
able-cities program and the housing rehabilitation activities of the
recently established Neighborhood Reinvestment Corporation. Sub-
stantial increases are proposed in assistance to minority businesses.
Creation of an inland energy impact program is proposed, to pro-
vide funds to alleviate adverse effects stemming from the develop-
ment of noncoastal energy resources.

A Federal Emergency Management Agency has been established
to bring together the major Federal programs for emergency pre-
paredness, flood insurance, disaster relief, civil defense, and hazard
mitigation.

Education and employment.—The budget requests a supplemen-
tal appropriation of $258 million for 1979 and $400 million in
budget authority for 1980 for compensatory elementary and second-
ary education services for counties with especially high concentra-
tion of low-income children. These funds will be used to overcome
the learning impediments associated with poverty. Increased fund-
ing is also requested to improve the teaching of basic skills and for
bilingual education.

A 1979 supplemental appropriation of $400 million is requested
for the Private Sector Initiative authorized in legislation enacted
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BUDGET SUMMARY 21

last year. Under this program, local industry will assist local spon-
sors with training and placement of workers. This will increase
training opportunities for the disadvantaged. It will also stimulate
private sector job development and increase the number and qual-
ity of private sector job placements under employment and train-
ing programs. Outlays are expected to be $50 million in 1979 and
$150 million in 1980.

Major Program Reductions..—The budget restraint necessitated
by the current severe inflation has made it essential to identify the
least effective Federal activities for reduction; otherwise, arbitrary
reductions in all programs would be necessary, and important serv-
ices seriously curtailed. Zero-base budgeting is well suited to this
task. Had it not been in place this year, achieving the degree of
restraint required in this budget could have been much more dis-
ruptive to Federal operations. With the zero-base budgeting proc-
ess, it has been possible to compare programs and make better
judgments as to where the largest dollar savings could be achieved
with the least sacrifice of program performance and service to the
public.

The most urgent economy measure proposed in the budget is
hospital cost containment for medicare and medicaid. Enactment of
this proposal would serve three objectives. It would reduce Federal
outlays significantly, hold down the costs to State and local govern-
ments of providing health care services, and slow the growing
direct burden imposed on consumers by the industry in which price
increases have been highest over the last decade. The limitation on
inpatient revenue increases would force hospital managers to curb
excessive spending for unnecessary equipment, unnecessary facili-
ties expansion, and wasteful operating practices.

Enactment of hospital cost containment legislation would yield
national savings of $24.3 billion over the 1980 to 1982 period,
including $9.8 billion in Federal outlay savings. Other proposals in
the health care area will result in Federal savings of $1.4 billion in
1980, and $1.7 billion in 1982.

The budget proposes a number of changes to the social security
system to eliminate unnecessary and windfall benefits. Together,
they will save $0.6 billion in 1980 and $1.6 billion in 1981.

The Government today spends about $85 billion a year to pur-
chase goods and services. Actions are proposed in this budget to
hold these costs to a minimum. They include:
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22 THE BUDGET FOR FISCAL YEAR 1980

—increased competitive bidding for Government contracts;
—tighter controls on contractor overhead when competition is

not feasible;
—better techniques for determining when purchases are to be

made, and for the distribution of supplies and the delivery of
services; and

—improved business practices in management and control of
inventories.

Altogether, these actions will save over $1.0 billion in 1980, with
larger savings in later years.

The budget proposes that Federal payments to school districts
that are affected by the presence of Federal facilities in the district
be limited, reducing 1980 outlays by $200 million. Payments would
continue to be made for children whose parents both live and work
on federally owned land.

The funding level of the public service employment program was
more than doubled in the spring of 1977. In view of the substantial
increase in total employment since then, the budget proposes that
funds for the portion of this program specifically designed to coun-"
ter cyclical increases in unemployment be reduced in 1980. The
program is not targeted on those with lowest incomes, and the
period of unemployment required before a person becomes eligible
for a subsidized job is relatively short. Although public service jobs
for those with lower incomes and longer periods of unemployment
would remain at the current level of 267,000 in 1980, the level for
the countercyclical program would be reduced from 358,000 jobs at
the end of 1979 to 200,000 at the end of 1980. Outlays in 1980 would
be $592 million below the cost of maintaining 358,000 jobs.

The summer youth employment program employed a million
youths between the ages of 14 and 21 during 1978. The budget
proposes deferring until 1980 part of the 1979 funding now being
provided by continuing resolution, thus holding the 1979 program
to one million jobs. For 1980, regulations will make those under
age 15 no longer eligible for the program. It is proposed that the
total number of jobs be reduced to 750,000. Outlays would be re-
duced by an estimated $111 million in 1979 and $302 million in
1980 by these actions.

The budget proposals include several reforms and program re-
ductions in the Department of Housing and Urban Development
(HUD) subsidized housing and Federal Housing Administration
(FHA) programs. The number of additional low income families to
receive rental housing assistance from HUD in 1980 will be re-
duced about 10% from the 1979 level. This reflects the continued
improvement in housing conditions among eligible households and
the substantial backlog of housing assistance already committed
but not yet completed. Current FHA policies on the disposition of
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BUDGET SUMMARY 23

HUD-owned properties would also be changed, under the budget
proposals, to encourage the private sector to undertake necessary
property improvements. This would reduce the costs of repairing
these properties, currently borne by the Federal Government.

Legislation will be proposed to permit the Veterans Administra-
tion to collect from medical insurers or other non-Federal sources
reimbursements to which veterans are entitled for medical care
given them in VA medical facilities. Savings from this and other
proposals are estimated at $315 million in 1980 outlays.

The budget recommends that Government exploration of the
National Petroleum Reserve in Alaska be discontinued at the end
of 1979. Adequate information should be available by then to deter-
mine what legislation should be recommended to provide for the
future uses of the Reserve. Also, no additional funding is recom-
mended for further development of the Barrow Gas Field pending
completion of a study on alternative fuels.

FISCAL POLICY

The fiscal policy this administration adopted shortly after taking
office has played an important role in supporting economic recov-
ery from the deep recession of 1974-1975. Tax reductions in calen-
dar year 1977 and again this year, together with increased spend-
ing for public works, countercyclical revenue sharing, and public
service jobs, have helped employment, production and incomes re-
cover.

Employment has risen rapidly during the past 2 years, from 88.4
million in December 1976 to 95.9 million in December 1978—one of
the most rapid increases in employment the economy has experi-
enced in peacetime. The unemployment rate declined from 7.9% in
December 1976 to 5.9% in December 1978—despite the enormous
number of new entrants to the labor force as the "baby boom"
generation has reached working age, and as the labor force partici-
pation of women has continued to rise.

These employment gains were shared by all groups in our soci-
ety. Employment of blacks and other minorities grew by 11.8%
during this period; that of women by 11.7%; and that of minority
teenagers by an estimated 14.2%. Nevertheless, unemployment for
many of these groups remains unacceptably high. Reduction of this
unemployment will require that we concentrate on reducing struc-
tural unemployment—the unemployment of those who have diffi-
culty finding work even in a strong economy. The proposals in this
budget direct our employment and training program efforts toward
that end.

Inflation has worsened recently. The Consumer Price Index rose
63A% during 1977, and by an estimated 9x/4% during 1978. Further
acceleration of inflation would disrupt our economy and the econo-
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24 THE BUDGET FOR FISCAL YEAR 1980

mies of other nations. At home, it would impose particular hard-
ship on those with limited incomes. It could reverse the gains in
employment and in real income that have been won.

The 1980 budget therefore recommends a more restrained fiscal
policy by limiting the growth of outlays and reducing the deficit.
This restraint will help ease inflationary pressures while still per-
mitting continued, moderate growth.

This fiscal policy represents a responsible and necessary first
step on a long run path toward sustainable high employment and
price level stability. It thereby moves us toward the goals estab-
lished in the Full Employment and Balanced Growth Act of 1978.

BUDGET AUTHORITY

All budget outlays depend on the legal authority to spend money
provided by the Congress. Such "budget authority"—usually in the
form of appropriations—results in outlays, some of which occur
during the fiscal year for which the budget authority is granted
and the rest of which occur in subsequent years. For 1980, the
President is requesting new budget authority of $615.5 billion, $5.3
billion above the current services level of $610.2 billion.

In 1979, outlays are estimated at 88.2% of budget authority for
that year; in 1980 the ratio is expected to be 86.4%. Both percent-
ages are close to the actual ratios of the previous three years. The
ratio falls in 1980 primarily because of a $15 billion request for
borrowing authority for TVA powerplant construction. This author-
ity, last replenished in 1976, is needed once every few years. It
results in outlays over a period of years that are largely offset by
proceeds from the sale of power.

BUDGET AUTHORITY
[In billions of dollars]

Estimates
1978

actual 1979 1980 1981 1982

Available through current action by the Con-
gress 326.8 366.6 386.7 397.1 420.4

Available without current action by the Con-
gress 234.3 261.5 302.3 332.8 359.4

Deductions for offsetting receipts - 5 9 . 6 - 6 8 . 4 - 7 3 . 5 - 7 9 . 0 - 8 4 . 1

Total, budget authority 501.5 559.7 615.5 651.0 695.7

MEMORANDUM
Budget authority, current services basis 501.5 553.7 610.2 637.4 674.0
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BUDGET SUMMARY 25

FEDERAL CIVILIAN EMPLOYMENT AND PAY

In keeping with the President's objective of holding Federal civil-
ian employment to the minimum necessary for the efficient and
effective operation of the Government, full-time permanent em-
ployment in the executive branch (excluding the Postal Service) is
held to 1,895,900 for the end of 1980. This is 35,700 below the level
estimated for the end of 1979 in last year's budget. The reduction
in total employment is in keeping with the statutory employment
limitation contained in the Civil Service Reform Act of 1978.
Changes in the Federal personnel system resulting from that Act
are discussed in the section on management improvements, below.

In accordance with the national wage-price standards included in
the administration's anti-inflation program, the budget assumes a
Federal pay increase of 5.5% for 1980. This increase, together with
increases in fringe benefits that are considered in the national
wage standard, would be in conformance with that standard. While
the assumed pay increase is less than would be necessary to main-
tain overall comparability with non-Federal pay scales under exist-
ing procedures, it is vital that the Government set an appropriate
example by remaining within the guidelines that others have been
asked to follow.

The administration will also propose comprehensive legislation
to reform and improve Federal pay-setting systems and procedures.

FEDERAL DEBT AND LENDING

During 1980, Federal debt held by the public is expected to
increase from $651 billion to $690 billion, due largely to the antici-
pated budget deficit. In addition, however, the activities of the off-
budget Federal entities (discussed in Part 6 of this document) add
significantly to the Government's borrowing requirements. Other
factors, such as changes in cash balances held by the Treasury, also
affect the debt.

During 1980 outstanding direct loans of Federal agencies includ-
ed in the budget are expected to increase by $2.8 billion. Total
Federal lending, however, will be $14.6 billion, since off-budget
Federal entities are expected to increase their loans outstanding by
$11.8 billion. In addition, loans guaranteed or insured by the Feder-
al Government are expected to increase by $25.5 billion. Unlike
direct loans, guaranteed and insured loans do not result in outlays
except in cases of default. They do, however, affect credit markets,
and, thus, the economy as a whole. Loan guarantees are discussed
more fully in Part 6 of the budget and in Special Analysis F of the
accompanying volume of Special Analyses.

An administration proposal to improve the review and control of
Federal credit activities is discussed in the following section.
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26 THE BUDGET FOR FISCAL YEAR 1980

FEDERAL DEBT AND CREDIT
[In billions of dollars]

1978 1979 1980
actual estimate estimate

Debt outstanding, end of fiscal year:
Gross Federal debt 780.4 839.2 899.0
Debt held by the public 610.9 650.9 689.9

Federal and federally assisted loans outstanding,
end of fiscal year.1

Direct loans—on-budget 76.5 81.5 84.3
Direct loans—off-budget 43.9 55.9 67.7
Guaranteed and insured loans2 193.1 213.9 239.4
Government-sponsored enterprise loans3 126.8 142.3 160.7

1 See Table F-9 in Special Analysis F, "Federal Credit Programs," published in the Special Analyses volume of this budget.
2 Excludes loans held by Government accounts and Government-sponsored enterprises.
3 Net of loans between Government-sponsored enterprises, and between such enterprises and Federal agencies.

BETTER MANAGEMENT OF THE FEDERAL GOVERNMENT

The effectiveness of the Federal Government in meeting the
needs of the American people depends not only on the level and
type of services the Government provides, but also on how well it
provides them. The administration program includes several
changes in the way the Government is managed. Among them are
improved controls over Federal credit programs, reorganization of
the executive branch, regulatory reform, multi-year budget plan-
ning, and zero-base budgeting.

Control of Federal credit activities.—Federal lending and Federal
guarantees of loans are a large and growing means of meeting the
objectives of Federal programs. Direct loans and loan guarantees
by the Federal agencies and Government-sponsored enterprises are
estimated to be $61 billion in 1980, and total Federal loans and
guaranteed loans outstanding are estimated to be $552 billion at
the end of 1980—compared to $381 billion outstanding at the end of
1977. Of the $320 billion of credit advanced in U.S. credit markets
in 1977, 11.5% was advanced under Federal auspices. Plans for
direct and guaranteed lending under individual Federal credit pro-
grams are given some review during the annual budget process.
There is, however, no established mechanism for regularly and
closely reviewing total Federal credit activity. Consequently, there
is currently no systematic way to consider the resource allocation
implied by those plans or whether the share of credit transactions
being made or guaranteed by the Federal Government is reason-
able. In order for the Government to foster efficiency in the alloca-
tion of economic resources, in financial markets, and in the econo-
my as a whole, it must exercise better and more systematic control
over both guaranteed loans and direct loans—and over the ways in
which credit activities are financed.
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BUDGET SUMMARY 27

To achieve these ends, the administration proposes to establish a
system of control over Federal credit programs. The control system
will be based on annual limitations on gross loan activity for both
direct lending and loan guarantee programs. These limitations
would be established separately from but concurrently with budget
authority in the course of the regular budget and appropriation
process. Limitations would be proposed in the President's budget
for each individual credit program, and for their aggregate total.
Aggregate ceilings would be set in congressional budget resolutions.
The legally binding limitations for each individual budget account
would be set in regular annual appropriation acts. The administra-
tion will work with the Congress to develop appropriate legislation
to put the credit control program into effect.

Data on credit programs will be monitored and published on a
more frequent and timely basis than at present. They will be given
more prominent display in a "credit program" section of the
budget. Efforts will be made to improve the analysis of the econom-
ic and financial effects of the overall credit program.

The credit control system will integrate Federal credit programs
more completely into the budget process. The budget is the chief
instrument for allocating fiscal resources between public and pri-
vate sectors and among different functions or needs; it also sets
fiscal policy. Bringing credit programs more fully into the budget
review process will thus help coordinate credit policy with fiscal
policy, and help synchronize the allocative aspects of Federal credit
activity with budget allocations.

Zero-base budgeting.—The 1980 budget is the second that has
used zero-base budgeting. The administration adopted this ap-
proach in order to:

—Focus the budget process on a comprehensive analysis of objec-
tives, needs, and activities in order to make more effective use
of the taxpayer's dollar.

—Improve coordination of planning, budgeting, and evaluation.
—Induce managers to evaluate in detail the cost-effectiveness of

their operations.
—Expand management participation in planning and budgeting

at all levels of the Federal Government.
The results of the first two years' efforts have been highly satis-

factory. More managers have become directly involved in preparing
initial budget requests. There is now a better understanding
throughout the Federal bureaucracy of the relationship between
policy initiatives, program planning, resource allocation, and effec-
tive program execution.

Zero-base budgeting requires managers to articulate objectives.
In many instances it has helped to clarify agencies' functions and
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28 THE BUDGET FOR FISCAL YEAR 1980

roles, and has increased management's opportunities to eliminate
unnecessary activities and operate its programs more successfully.

Zero-base budgeting also requires managers to identify and ex-
amine alternative methods of accomplishing their objectives. This
has frequently led to reconsideration of the established ways of
doing things. As a result, a number of agencies have recommended
changes in the way they carry out programs.

Even more important, zero-base budgeting has induced managers
to analyze systematically the effects of various funding levels on
the agency's ability to carry out its mission. It has required them
to rank activities and resources in priority, from those that contrib-
ute the most toward achieving the agency mission to those that
contribute least. These rankings indicate how program objectives
can best be achieved at any given level of funding. This year zero-
base budgeting has made it easier to compare programs and identi-
fy those areas where the greatest monetary savings could be real-
ized with the least sacrifice of program performance and service to
the public.

Results of zero-base budgeting are being continually assessed so
that the budget process may build on past experience. Agencies are
making more extensive use of in-depth zero-base budget reviews
and becoming more sophisticated in their preparation and review
of zero-base budgeting materials. The Government's decisionmak-
ing processes are becoming more orderly and rational, and the use
of public resources more efficient.

The zero-base budget system has permitted significant innova-
tions in central review of the budget. In the review of the 1980
budget, several interagency exercises permitted a more integrated,
systematic examination of programs that have similar or related
objectives. Zero-base packages for such programs from a number of
agencies were combined, reviewed and ranked in priority order.
Decisions were then made on the basis of those rankings.

Similarly, zero-base packages ranked by each agency at the
margin of its budget total were re-ranked on a Government-wide
basis. This provided a more systematic basis for balanced, even-
handed decisions.
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BUDGET SUMMARY 29

Reorganization of the executive branch.—The administration is
committed to making the Federal Government more efficient and
responsive through reorganization of the executive branch. The
principal accomplishment of the past two years has been the com-
prehensive reform of the civil service system. This reform is de-
signed to provide incentives for Federal employees to do their jobs
better, to improve administration of the Federal labor-relations
program, and to safeguard merit systems from political and other
abuse. In addition, some organizational problems that had been
widely noted have been corrected—in equal employment, emergen-
cy preparedness and disaster assistance, and the Employee Retire-
ment Income Security Act programs. The size of the Executive
Office of the President has been reduced and numerous advisory
committees that had outlived their usefulness have been eliminat-
ed.

The creation of a Department of Education will again be pro-
posed in 1979, in order to improve the management, efficiency, and
accountability of education programs.

Regulatory reform.—Deregulation of the airline industry last
year marked a successful beginning to efforts to eliminate econom-
ic regulation wherever free markets can function more efficiently.
Proposals to substitute competition for regulation of surface trans-
portation will be considered.

In addition to economic deregulation, the administration has
taken major steps to make needed regulations as cost-effective as
possible. Under Executive Order 12044, issued last March, agencies
must publish semiannual agendas of upcoming regulations, and all
regulations must be written in plain language. Administrative re-
quirements must be standardized and a published regulatory analy-
sis must accompany major regulations, setting out compliance
costs, alternatives considered, and reasons for selecting a particular
approach. Agencies must eliminate unnecessary or outdated regula-
tions. A new Regulatory Council has been established to coordinate
this effort.

The administration reduced excessive paperwork burdens this
year by cutting total hours spent filling out forms by over 12%.
Plans are underway to expand these cuts next year. The process by
which agencies write new regulations and reevaluate the need for
existing ones will also be streamlined.

Audit and investigation.—Offices of Inspectors General have
been established by law in 12 major departments and agencies,
bringing the total number of statutory Inspectors General to 14.
Essential features of the legislation creating these offices have been
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30 THE BUDGET FOR FISCAL YEAR 1980

extended by administrative action to the rest of the executive
branch. This is expected to reduce substantially the amount of
fraud, waste, and inefficiency in Government, and assure that pro-
grams achieve their intended purposes.

In addition, steps are being taken to streamline the way depart-
ments and agencies audit Federal aid programs. Working with the
General Accounting Office, and the National Intergovernmental
Audit Forum, the administration has developed a standard audit
guide that can be used by auditors from all agencies, as well as by
those from State and local governments, and independent public
accountants. This will help straighten out overlapping responsibil-
ities and permit a single audit of an aid recipient.

The departments and agencies are tightening up their audit
resolution systems to assure that recommendations are acted upon,
overcharges prevented, and unspent grant funds recovered. This is
expected to return millions of dollars to the Treasury.

General management.—Other improvements in agency manage-
ment have produced significant savings for the taxpayer:

—Cash management: Applying businesslike methods to the Gov-
ernment's cash flow has already saved over $400 million a
year. During the next 2 years further improvements will be
made that will save additional hundreds of millions of dollars
annually. These improvements involve collecting and deposit-
ing receipts as soon as possible; paying bills on time—but not
early or late; and obtaining interest on temporarily idle bal-
ances.

—Streamlining eligibility requirements for human services: A
major interdepartmental review of eligibility requirements is
being initiated to eliminate unnecessary complexity and dupli-
cation in eligibility-determination procedures that add to
waste, fraud, and high error rates.

—Simplification of the grant application process: Planning re-
quirements and other conditions for receiving Federal aid are
being consolidated, and administrative requirements standard-
ized, to reduce State and local governments' costs of applying
for and obtaining Federal financial assistance. Cost accounting
principles under which universities and nonprofit organiza-
tions conduct federally assisted programs have also been
strengthened and standardized.

—Funds control: Systems controlling the use of Government
funds in the major departments and agencies have been updat-
ed, and agencies are now reviewing and improving their ac-
counting systems.
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BUDGET SUMMARY 31

Multi-year budget planning.—Since 1970 the Federal budget has
shown the longer-range implications of the administration's budget-
year policies by presenting five-year projections of Federal outlays
and receipts. However, explicit plans were rarely made for the
years beyond the budget year. As a result, the budget was difficult
to control and changes in the allocation of resources to meet
emerging priorities were difficult to make. In the near term, the
amount of discretion available to the administration and Congress
is extremely limited.

To help remedy this problem, agencies were directed this year to
prepare budget requests within the context of a planning period
that extends two years beyond the budget year. This innovation
should have several important effects:

—It expands the Government's planning horizon to two years
beyond the budget year and thereby integrates long-range
planning into the executive budget cycle.

—It helps to insure that the long-term consequences of program-
matic changes and proposals are identified and taken into
consideration throughout the decisionmaking process.

—It provides a more useful and meaningful structure for review
and analysis of spending and tax policy choices.

—It enables Federal program managers to plan for the future on
the basis of more realistic appraisals of future resources than
they had in the past.

—It gives Congress and the public a more complete statement of
the administration's budgetary and legislative program.

All significant program and tax policy proposals prepared for
budgetary consideration now include an analysis of their fiscal
implications for 2 years beyond the budget year. Thus, this Spring
the administration will begin policy review of budget plans extend-
ing through 1983.
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522 THE BUDGET FOR FISCAL YEAR 1980

Table 1. BUDGET SUMMARY (in millions of dollars)

Description 1978
actual

1979 1980
estimate

Budget authority (largely appropriations):
Available through current action by Congress:

Enacted and pending 326,803 354,068
Proposed in this budget 12,183 361,771
To be requested separately 309 24,900

Available without current action by Congress 234,267 261,508 302,340
Deductions for offsetting receipts1 - 59 ,571 -68 ,410 -73 ,485

Total budget authority * 501,500 559,658 615,526
Budget authority, off-budget Federal entities (13,169) (15,317) (14,049)
Budget authority including off-budget Federal entities (514,669) (574,975) (629,575)

Receipts, outlays, and surplus or deficit:
Receipts:

Total budget receipts3 401,997 455,989 502,553
Outlays:

Total budget outlays3 4 5 450,836 493,368 531,566
Outlays, off/budget Federal entities (10,327) (11,990) (11,956)
Outlays, including off-budget Federal entities (461,163) (505,357) (543,523)

Surplus or deficit (—):
Total budget deficit ( - ) -48,839 -37,379 -29,013
Deficit, off-budget Federal entities (-10,327) (-11,990) (-11,956)
Total deficit (-) (-59,166) (-49,368) (-40,969)

1977
actual

Outstanding debt, end of period:
Gross Federal debt 709,138
Held by:

Government agencies 157,295
The public 551,843

Federal Reserve System 105,004
Others 446,839

780,425 839,187 898,956

169,477
610,948

115,480
495,468

188,238
650,948

209,008
689,948

MEMORANDUM
Outstanding loans, end of year:

Direct loans—on-budget accounts 8 67,926 76,526 81,495 84,306
Direct loans—off-budget accounts 32,733 43,928 55,916 67,709
Guaranteed and insured loans6 8181,743 193,079 213,897 239,358
Government-sponsored enterprise loans7 8 98,939 126,843 142,301 160,663

1 These consist of intragovernmental transactions and proprietary receipts from the public.
3 Extensions of availability of unobligated balances that would otherwise expire at the end of a fiscal year are now treated as ^appropriations and

counted as new budget authority in the period into which they are extended.
3 The amounts of earned income credit in excess of tax liabilities are now shown as budget outlays rather than as negative budget receipts.

Accordingly, the budget totals have been adjusted; this adjustment is effective since the start of this program in 1976. The change from the previously
published numbers is as follows: + $ 8 0 8 million in 1976, + $ 9 0 1 million in 1977, and + $ 8 8 1 million in 1978.

'The administrative expenses formerly paid by the Exchange Stabilization Fund (ESF), are now included in the budget totals in accordance with
Public Law 95-612. Interest income of the ESF is also now included in the budget. Accordingly, the budget totals have been adjusted; this adjustment is
effective back to 1976. The change from the previously published numbers is as follows: - $ 7 4 million in 1976, - $ 7 7 million in 1977, and - $ 1 0 1
million in 1978.

5 Includes profits on gold sales, which have been reclassified as a means of financing rather than as an offsetting collection. The budget totals have
been revised retroactively for the period since these sales began in 1975.

• Excludes loans held by Government accounts and sponsored credit enterprises.7 Net of lending between Government-sponsored enterprises or between such enterprises and Federal agencies; excludes Federal Reserve banks.
• Reflects agency or enterprise revisions to 1977 outstandings.
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BUDGET SUMMARY 

This part of the budget summarizes the President's major budget 
proposals and discusses significant changes in the way the Govern-
ment conducts its business. 

OVERVIEW OF THE BUDGET 

Inflation is the most serious economic problem facing the Nation 
today. Accordingly, this budget proposes continued restraint on the 
growth of Federal spending, which was also the hallmark of the 
administration's budget last year. Overall, this budget, adjusted for 
inflation, limits spending in 1981 to about the same level as in 
1980. 

Restraint has been applied carefully. For the third consecutive 
year, zero-base budgeting has been used to establish priorities that 
put taxpayers' dollars to best use. Desirable new programs have 
been deferred. Increases in existing programs have been limited. 
Past efforts to achieve program efficiencies and improve manage-
ment are beginning to pay off; further efforts in this direction are 
undertaken in this budget. Reductions in lower priority programs 
have been proposed; specific outlay reductions of S9.7 billion from 
current service levels are proposed. 

Total outlays increase by $52 billion between 1980 and 1981. 
Virtually all of this increase derives from three sources: the uncon-
trollable programs in the budget, such as interest on the debt and 
benefit payments for individuals, and increased spending for 
energy and defense. 

Benefit payments under retirement, disability, health care, and 
similar programs rise because of automatic cost-of-living adjust-
ments and because of the normal annual increases in the number 
of eligible beneficiaries. Interest on the public debt increases be-
cause of the effect of high interest rates and because of increases in 
debt outstanding. 

Expenditures for essential defense modernization—primarily to 
strengthen NATO-related and strategic capabilities and to increase 
our flexibility to meet crises in other areas—are proposed to in-
crease in real terms. 

Necessary increases are provided for programs that will increase 
energy production and conservation and reduce our reliance on 
foreign oil. 

2 
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BUDGET SUMMARY 19 

The remainder of the budget shows selective increases for critical 
areas, such as for the President's youth initiative and for low 
income housing, but, overall, is reduced in real terms. 

Budget Outlays—Constant 1981 Dollars 

This budget moves back toward balance in 1981, following a rise 
in the deficit in 1980. This pattern of budget deficits reflects the 
effects of the economic activity expected during the next two years, 
with an expected economic downturn during the first half of calen-
dar year 1980 and a recovery thereafter. If, contrary to our as-
sumptions, the economy were to perform strongly enough to keep 
the unemployment rate at its current level, the budget deficit 
would be much smaller in 1980, and by 1981 the budget would be 
in surplus. 

The major policy changes in the budget can be highlighted by 
comparing the administration's recommendations with current 
services estimates. Current services estimates are projections of the 
costs of existing programs under existing law. They include outlay 
changes that result from increased numbers of beneficiaries enti-
tled to receive payments and higher benefit levels due to increases 
in the cost of living, and added outlays necessary to maintain 
program levels in the face of rising costs. They do not include 
increases or decreases in the program level due to policy changes. 
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EFFECTS OF BUDGET PROPOSALS 
(In billiOrtS of doftarj) 

1979 
actual 

htmtn 
mo 1331 

Receipts: 
579 .0 Current services 465.9 517.4 579 .0 

Proposed reductions ( - ) - . 1 - . 3 
Proposed increases 6.6 21.3 

Budget receipts 465.9 523.8 600.0 

Outlays: 
Current services 493.7 560.6 612 .0 
Proposed reductions ( - ) - . 2 - 9 . 7 
Proposed increases 3.1 13 5 

Budget outlays 493,7 563.6 615.8 
Surplus or deficit ( - ) : 

Current services basis - 2 7 . 7 - 4 3 . 2 - 3 3 . 1 

Budget surplus or deficit ( - ) - 2 7 . 7 - 3 9 . 8 - 1 5 . 8 

Current services estimates provide a basis for identifying the 
effects of policy changes recommended in the budget. Policy 
changes include both proposed legislation and appropriations re-
quested for discretionary increases or decreases in program levels. 
Special Analysis A, which accompanies this budget, contains a 
detailed comparison between the 1981 budget estimates and the 
current services estimates. 

The budget recommendations would result in 1981 outlays of 
$615.8 billion—$3.7 billion above the current services level. Areas 
where major increases over current services occur are: defense 
spending excluding pay, which is $5.4 billion over current services 
levels in 1981; energy-related programs, which are $2.4 billion 
higher; and countercyclical fiscal assistance, which would add $1.0 
billion to current services spending levels. The principal reductions 
from current services include: —$2.7 billion for the administra-
tion's pay reform proposals, which make Federal compensation 
more comparable with other sectors; —$0.8 billion for hospital cost 
containment; —$0.8 billion for higher education, primarily for stu-
dent loan reforms; —$0.8 billion for agriculture export credit sales 
which are converted to a guaranty program; and —$0.5 billion for 
reform of the school lunch and child nutrition programs, primarily 
to focus them on the needy. The following table identifies major 
program increases and reductions, relative to current services 
levels, in the 1981 program. Major legislative reduction proposals 
are discussed in a separate section, below. 
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BUDGET SUMMARY 5 

BUDGET AUTHORITY AND OUTLAY INCREASES AND DECREASES RELATIVE TO CURRENT 
SERVICES 

(In btHions of dollars) 

Budget authority Outlays 

Program 1980 1931 1980 1981 

Decreases: 
Defense—Military pay reform - 1 . 7 - 1 . 7 
Civilian agencies pay reform - 1 . 1 - 1 . 0 
Medicare and medicaid—hospital cost containment - . 8 
Other medicare and medicaid reforms - . 1 » - . 6 
Net interest - . 2 - 1 . 2 - . 2 - 1 . 2 
Higher education programs - . 5 - . 8 
School lunch and other child nutrition programs - . 5 —.5 
Federal impact aid to education - . 4 —.3 
Agricultural export credit sales... 

- . 4 
- . 8 

Public assistance program reform - . 1 - . 2 - . 1 - . 2 
Rail subsidies * - . 2 * - . 3 
Highway construction * - . 2 
Social security and railroad retirement .5 * - . 2 
Other * - 1 . 6 .1 - 1 . 1 

Subtotal, decreases - . 3 - 7 . 2 - . 2 - 9 . 7 

Increases: 
Defense—Military, program increases .9 9.1 .9 5.4 
Allowance for contingencies and welfare reform .2 2.0 .1 1.5 
Countercyclical fiscal assistance .4 1.0 .2 1.0 
Transportation energy conservation program 1.3 1.5 .1 .6 
Heating bill assistance for low income families .8 
Strategic petroleum reserve 2.3 * 
Synthetic fuels promotion 17.8 * 

Other energy programs 1.0 1.0 .4 1.0 
Social services .5 .5 .5 
Economic development initiative .6 .1 .3 
Atomic energy defense activities * .2 
Environmental programs * * .1 
Housing assistance .1 .1 .1 
International programs .3 .3 * 

Science and space programs .3 .2 .1 
Crop insurance and food security reserve .5 
Child health assurance program (medicaid) .4 
Youth initiative: 

Education .9 , * 

Training and employment .3 .1 .3 
.3 .7 Other .4 .9 .3 .7 

Subtotal, increases 23.7 25.7 3.1 13.5 

Total, changes from current services, net 23.4 18.4 3.0 3.7 

*$50 mdlton or less 

Receipts under the tax proposals in this budget are expected to 
be $600 billion in 1981, $21 billion higher than the current services 
level. The major increases over current services result from the 
administration's windfall profit tax proposal and cash management 
proposals to require tax payments closer to the time that liabilities 
are incurred. 
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Tax receipts tend to grow more rapidly than the economy as a 
whole, raising tax burdens and restraining growth. Because it is 
the long-term policy of this administration to limit tax burdens, 
periodic tax reductions will carefully be considered between now 
and 1985. Such tax reductions will permit taxpayers to share the 
benefits of spending restraint. The appropriate timing, magnitude, 
and composition of tax cuts in the 1982-85 period, however, depend 
upon future economic conditions and therefore must be determined 
at a later time. 

The 1981 budget proposals are directed toward reducing infla-
tion. Restrained monetary and fiscal policy together are designed 
to help create an environment in which inflationary pressures will 
ease. The budget supports this effort by reducing the budget deficit 
to $16 billion, the lowest level since 1974. In relation to the size of 
the economy, this deficit is 0.6% of GNP, well below the 2.0% 
average of the 1970*8. 

Budget Deficits as a Percent of G N P 

Percent P«rcut 

MAJOR BUDGET PROPOSALS 
Tax proposals.—The budget reflects the administration's windfall 

profit tax proposal, which is designed to capture a part of the 
windfall profits of domestic oil producers that result from decontrol 
of domestic oil prices and rapid increases in world oil prices. This 
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tax is an essential component of the administration's energy initia-
tives and is estimated to increase excise tax receipts by $20.9 
billion in 1981. These receipts will provide resources that will make 
it possible to finance specific energy-related programs. In part be-
cause the proposed tax is an excise tax, and thus deductible for 
income tax purposes, it reduces income tax receipts and produces a 
net increase in receipts of $13.9 billion in 1981. 

The receipts estimates also reflect administrative actions and 
legislative proposals to require that tax payments be made closer to 
the time that liabilities occur. Under current law, some taxpayers, 
particularly large corporations, can defer tax payments well 
beyond the time when liabilities accrue or when they withhold 
taxes from employees' paychecks. Such deferrals amount to inter-
est-free loans from the Federal Government. These cash manage-
ment initiatives will increase receipts by $4.5 billion in 1981 and by 
$5.6 billion in 1982. (See Part 4 for a more detailed description of 
these and other tax proposals). 

Defense and international.—Since taking office, this administra-
tion has deliberately and steadily achieved increases in defense 
resources. The U.S. and its allies recognize that our military capa-
bilities must be strengthened to play a more constructive and 
stabilizing role in the international arena. Therefore, the budget 
proposes significant increases in the resources necessary to assure 
our national security. Defense outlays will be $142.7 billion in 1981, 
an increase of $15.3 billion from 1980. Both strategic and conven-
tional forces will be strengthened. In the strategic area, substantial 
funding increases are provided for development of the MX, a new 
land-based missile system. Funding of the new Trident missile, a 
replacement for the Polaris and Poseidon submarine-launched mis-
siles, continues. Air launched cruise missiles are being developed 
and procured. 

In conjunction with our NATO allies, continued emphasis will be 
given to modernizing our NATO-oriented forces and improving our 
ability to reinforce units in Western Europe. Our ability to deploy 
forces rapidly elsewhere in the world will also be improved. Over-
all, defense program increases in excess of 5% in real terms will 
result in a corresponding increase in defense spending of over 3% 
in 1981. Additional increases in real terms in both program levels 
and spending levels are projected for the next several years. 

The budget proposals for international affairs are designed to 
help meet the near-term challenges to stability in many areas of 
the world, as well as supporting our longer term interests world-
wide. In 1980, supplemental appropriations are proposed for foreign 
economic and military assistance in response to the Soviet invasion 
of Afghanistan. Other adjustments in spending for international 
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programs may be necessary as further requirements become 
clearer. 

Energy.—Outlays for energy programs in 1981 are estimated to 
be $8.1 billion, $0.4 billion more than in 1980 and $1.3 billion more 
than in 1979. The Nation's energy problems became even more 
apparent last year with rapid escalation of OPEC prices and the 
accompanying drain of dollars to pay for OPEC oil. The 1981 
budget reflects the administration's initiatives to reduce oil imports 
and to expand programs in domestic energy supply and conserva-
tion. 

The administration's energy strategy continues to concentrate 
upon reducing the Nation's dependence on foreign oil in order to 
increase our energy security. A basic element of that strategy is 
the decontrol of oil and natural gas prices. In addition, the pro-
posed windfall profit tax will ensure that the costs of more expen-
sive energy are equitably shared, and will finance programs to help 
offset rising energy costs for low income families, reduce petroleum 
imports, promote domestic energy supply, and encourage energy 
conservation. Many of these programs were proposed to the Con-
gress last year, some were enacted, and several, including the 
windfall profit tax, the Energy Security Corporation, and the 
Energy Mobilization Board, were near final congressional action at 
the end of the last session of Congress. The goal of these programs 
is to reduce oil imports from the current level of 8.1 million barrels 
per day to 4.5 million barrels per day by 1990. 

To help reduce oil imports, the administration's energy program 
seeks to develop a broad range of alternative energy sources, in-
cluding additional incentives for domestic oil and natural gas pro-
duction, opening up the National Petroleum Reserve in Alaska to 
private exploration and development, the production of synthetic 
fuels, and advanced research on renewable energy forms such as 
solar power. Energy conservation will be encouraged both by the 
higher prices that result from decontrol and by new programs to 
foster more efficient energy use by individuals, businesses, and 
government agencies. All existing sources of energy, including nu-
clear power, must play a part in restoring our national energy 
security. Nuclear power programs in the 1981 budget continue a 
shift away from support of advanced reactor types such as the 
breeder reactor, with greater resources devoted to increased effi-
ciency and safety in existing nuclear plants. Staffing and funding 
for the Nuclear Regulatory Commission have been significantly 
increased to correct deficiencies uncovered following the accident 
at Three Mile Island. 

The administration has proposed programs that increase support 
for mass transit, encourage car pooling, and improve the efficiency 
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of automobile engines. The budget includes $1.5 billion in budget 
authority and $0.6 billion in outlays for these programs in 1981, 
with significant increases in outlays expected in 1982 and beyond. 

The administration also proposed a program to assist those low-
income families least able to pay higher energy prices. For 1980, 
the Congress enacted a program of special energy allowances and 
energy crisis assistance for such families, providing the $1.6 billion 
requested by the administration. The administration proposes that 
outlays be expanded to a total of $2.4 billion in 1981, and that this 
level be maintained through 1990. 

Increases in Budget Outlays from 1980 

Education, training, and employment.—The budget requests sub-
stantial increases in spending for education, training, and employ-
ment programs, especially those aiding our Nation's disadvantaged 
youth. Continued high levels of youth unemployment, especially 
among minorities, creates a serious and long-term national prob-
lem. The most compelling reason for increasing efforts to improve 
employment opportunities for youth is the evidence that poor initial 
job experience, especially for those just leaving school, can adversely 
affect employment and earnings for a lifetime. 
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In 1977 this administration proposed and the Congress enacted 
new training and employment programs for youth- Since 1977, 
outlays for special programs for youth training and employment 
have risen threefold, from $777 million that year to an expected 
$2.3 billion in 1980. During this same period the administration 
proposed and the Congress enacted a program directed at improving 
the capacity of educational systems to teach basic skills. The pro-
gram has grown to a proposed $40 million in 1981. 

The problems of unemployment are greatest among minority and 
disadvantaged youth, who are disproportionately concentrated in 
central cities and rural poverty areas. Some of these difficulties are 
due to discrimination, some to lack of contacts in the job market, 
and some to poor preparation in basic literacy and arithmetic 
skills. In this budget, the President is recommending a major new 
initiative and $2.0 billion in budget authority ($1.2 billion above 
current services) to help solve the problems of youth unemploy-
ment. The initiative is proposed to grow to $2.8 billion in 1982. 

The budget proposals would provide grants to help secondary 
schools in areas with high concentrations of poor and educationally 
disadvantaged youth. Needy students in these schools would be 
assisted through programs that provide the basic academic and 
employment skills required to get and hold jobs that can lead to 
advancement. For this part of the program, $900 million in budget 
authority is proposed for 1981. 

The budget proposes to consolidate and enhance three of the 
experimental programs started in 1977. Needy youth in school 
would be provided developmental work experience, in the private 
sector as much as possible, that would reinforce the skills being 
learned in the education program. Those out of school would be 
provided a mix of training and work experience designed to give 
each participant an opportunity to acquire the basic skills required 
by potential employers. For this portion of the program, $1,125 
million of budget authority would be provided for 1981, $300 mil-
lion above the current services level for existing programs. Admin-
istration of the summer youth employment program would be inte-
grated with the new program, eliminating administrative problems 
now hampering local programs. In 1981, the summer program will 
finance 1 million part-time jobs, the same level financed in 1979 
and proposed for 1980. Continued expansion of the Job Corps train-
ing program to 44,000 training opportunities for youth, double the 
1977 level, is also proposed. Other training and employment pro-
grams will continue to be funded at high levels during 1981. Out-
lays for public service jobs are estimated to be $4.4 billion in 1981, 
providing for 450,000 jobs. 
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The budget also includes the administration's welfare reform 
initiative, which will integrate the delivery of cash assistance with 
an overall employment and training strategy. This proposal would 
insure that individuals receiving public assistance have strong in-
centives to seek permanent employment, and would provide work 
and training for principal earners in eligible families. The budget 
estimates for start up costs during 1981 and for operational costs for 
1982-85 are included in the allowance for contingencies. 

The budget requests $5.6 billion for assistance to higher educa-
tion under the higher education reauthorization proposal that the 
administration has submitted to the Congress. Included in that 
proposal is the creation of a major new student assistance direct 
loan program under which the Federal Government would provide 
postsecondary 1.25 million loans averaging $720 in 1981. A 10% 
increase in G.I. bill benefits to assist veterans education and train-
ing under the post-Korean readjustment program is also proposed. 

Health.—Federal programs for health care have significantly in-
creased access to medical care for the poor and the aged. Despite 
this progress, serious problems of financing, coordinating, and pro-
viding access to health care persist. The 1981 budget proposes 
several initiatives to address these problems. 

Hospital cost containment and other cost-saving proposals in this 
budget reflect the administration's continued commitment to re-
strain inflation in health care costs. These proposals would save 
the Federal Government approximately $1.7 billion in 1981, includ-
ing $0.8 billion from hospital cost containment. Additional sav-
ings would be realized by State and local governments and by 
individuals. 

The administration has proposed a national health plan which 
will provide comprehensive coverage for an additional 15 million 
poor, limit out-of-pocket expenditures for the elderly, and provide 
protection against catastrophic health expenses for all Americans. 
The plan would provide comprehensive coverage of prenatal and 
infant care services. Program expansions included in this plan are 
timed to occur after proposals to control inflation in health care 
costs are in place. The national health plan is estimated to cost 
$24.1 billion in 1983, its first year of operation. 

The budget includes major health planning and grant consolida-
tion proposals. These administrative reforms aim at integrating the 
current system of 11 State health plan requirements and 30 sepa-
rate grant programs. The grant reforms would initiate comprehen-
sive performance agreements with State and local governments for 
delivery of primary health services to the poor and underserved, 
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and would improve the coordination of planning and decision-
making. 

Basic research.—Basic research is essential to maintaining the 
Nation's long-term prospects for industrial growth, agricultural 
productivity, a safe environment, medical advances, energy suffi-
ciency, and national security. This budget continues the adminis-
tration's commitment to increasing support for basic scientific in-
quiry and for advancing the frontiers of technological develop-
ments. It calls for total spending of $5.1 billion in 1981 for basic 
research, an increase of nearly 3% in real terms over 1980. This 
sustained commitment will lay the foundation for American scien-
tific and technical preeminence in the future. 

Agriculture.—The role of the Federal Government in protecting 
American farmers against the vagaries of weather and excessive 
fluctuations in prices is long established and widely accepted. 
Recent events have highlighted the importance of this role. Follow-
ing the Soviet aggression against Afghanistan, the administration 
has significantly limited Soviet grain purchases from the United 
States while at the same time taking actions to assure that any 
adverse effects of the export limitation do not fall disproportionate-
ly on farmers. The budget estimates include $2.0 billion in 1980 
and $0.8 billion in 1981 for an export control mitigation program. 
These outlays will cover the costs of stabilizing the market for 
grain, soybeans, and their products at prices equal to or above 
those existing at the time of the suspension of shipments to the 
Soviet Union. These actions will avoid sharp drops in agricultural 
commodity prices that would adversely affect the American 
farmer. 

General purpose fiscal assistance.—General revenue sharing, the 
largest general-purpose fiscal assistance program, is currently 
scheduled to expire at the end of 1980. This program provides 
funds to almost every general-purpose unit of government in the 
United States, many of which have no other direct contact with the 
Federal Government. The administration is proposing a 5-year ex-
tension of a modified version of general revenue sharing at the 
1980 level of $6.9 billion per year. 

This proposal will introduce a new and more cooperative ap-
proach to intergovernmental relations in the 1980's, and forge a 
closer partnership among Federal, State, and local governments. 
Revenue-sharing payments to State governments will be continued 
contingent upon those governments cooperation in a participatory 
process designed to strengthen the fiscal condition of both States 
and localities. At the same time, the proposed formula for allocat-
ing funds to local governments is being revised to increase the 
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share of payments to communities less able to finance essential 
services from their own resources. 

In addition, this budget provides funds in 1980 for a 1-year 
targeted fiscal assistance program that would provide general pur-
pose fiscal assistance to localities with high unemployment and low 
economic growth. It also provides funds, beginning in 1980, for a 
countercyclical fiscal assistance program to aid State and local 
governments during periods of high unemployment. Immediate 
action on these proposals is needed to assist State and local govern-
ments in meeting their commitments during 1980 and 1981. Com-
bined outlays under these two proposals would be $250 million in 
1980 and $1.0 billion in 1981. 

PROPOSED LEGISLATION THAT WOULD REDUCE 
FEDERAL SPENDING 

The budget restraint required to counter the current severe in-
flation has made it essential to propose a number of reductions in 
Federal programs. Zero-base budgeting is well suited to this task. 
With the zero-base budgeting process, it has been possible to compare 
programs and to judge where the largest dollar savings could be 
achieved with the least sacrifice in program performance and service 
to the public. 

This budget includes a number of legislative proposals that 
would reduce Federal spending. Savings would be achieved through 
several health-related proposals, modification of entitlement pro-
grams to relate benefits more closely to need or to earned rights, 
increased administrative efficiencies, and reduction of waste, fraud, 
and abuse. In addition, this budget contains proposals to reform 
Federal compensation practices and procedures, place the railroad 
retirement system on a solid financial footing, and dispose of excess 
materials in the national stockpile of strategic materials. Together, 
the legislative proposals will reduce Federal spending by $5.6 bil-
lion in 1981 and by significantly larger amounts in subsequent 
years. 

Savings under legislative proposals do not represent all of the 
savings proposed in this budget. Some are planned under existing 
administrative authorities or take the form of lower appropriation 
requests. Discussion of these kinds of reductions is included in 
Special Analysis A, which compares current services estimates 
with the President's budget. 

Hospital cost containment is the most urgent anti-inflation meas-
ure proposed in the budget. Enactment of this proposal would serve 
four objectives. It would reduce Federal outlays significantly, hold 
down the costs to State and local governments of providing health 
care services, slow the growing direct burden imposed on consum-
ers, and contribute importantly to reducing inflation. The proposal 
consists of a national voluntary limit on hospital expenditure in-
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OUTLAY SAVINGS FROM LEGISLATIVE PROPOSALS 
(In nations cf doiUn) 

U3C im mi 
Health programs: 

Hospital cost containment 
Revision to make medicare benefits for the working aged 

supplementary to private insurance 
Elimination of bonus to hospitals for provision of routine 

nursing services to medicare beneficiaries 
limitation on payments to hospitals to the nursing home 

rate for long-term case services 
Implementation of joint audit for medicare and medicaid.. 
Establishment of financial penalties to deter abuse of 

medicare and medicaid programs 
Competitive bid purchasing for equipment and services.... 
Other health care cost control proposals 

Total, health programs 

- 7 8 0 - 1 6 2 0 - 2 , 3 9 0 

— 170 - 2 6 0 - 2 9 5 

- 1 9 1 - 2 4 5 - 3 0 5 

— 20 - 3 0 - 3 5 
- 3 2 - 3 2 - 3 2 

- 2 3 - 2 3 - 2 3 
- 1 2 - 1 8 - 2 4 
- 6 9 - 9 0 - 9 7 

- 1 , 2 9 7 - 2 . 3 1 8 - 3 , 2 0 1 

Federal compensation reform: 
Department of Defense-Military - 1 7 1 2 - 2 . 0 1 5 — 2 . 1 7 7 
Civilian agencies and programs - 1,016 - 1 , 1 3 4 - 1 , 3 0 2 

Total, Federal compensation reform - 2 7 2 8 - 3 , 1 9 9 - 3 , 4 7 9 

Income security programs: 
Disability insurance reforms, including revision of benefit 

computations, increased work incentives, improved ad-
ministration, and other changes 

State financial liability for errors in food stamp program 
administration 

Targeting of child nutrition and special milk program 
subsidies to the most needy 

Changes to the aid to families with dependent children 
(AFDC) program and related programs to simplify 
eligibility and administration, reduce fraud and abuse-, 
and improve the child support enforcement program.... 

Reform of the railroad retirement program to restore the 
solvency of the railroad industry pension fund 

Total, income security programs 

- 1 6 - 6 9 - 2 1 7 - 4 3 0 

- 1 8 6 - 2 0 6 - 2 1 4 

- 4 3 2 - 4 7 8 - 5 1 3 

- 7 9 - 2 4 9 - 1 8 1 - 1 6 4 

- 7 0 - 1 0 2 - 1 3 6 

- 9 5 - 1 , 0 0 6 - 1 . 1 8 4 - 1 , 4 5 7 

Veterans benefits and services: 
Elimination of Gl bill benefits for correspondence courses 

and general flight training - 5 5 - 4 8 - 4 1 
Elimination of certain dental benefits - 3 2 - 3 0 - 2 8 
Reimbursement by health insurers for certain medical 

care given insured veterans - 4 5 - 3 2 1 - 3 6 5 - 3 6 2 

Total, veterans benefits and services - 4 5 - 4 0 9 - 4 4 2 - 4 3 1 

Increase in sales from the Federal strategic and critical 
materials stxkpile to adjust the inventory to current 
requirements - 1 7 8 - 2 0 3 - 2 0 3 - 2 0 3 

Total - 3 1 8 - 5,643 — 7,346 - 8 7 7 1 

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

1981



BUDGET SUMMARY 15 

creases, and standby mandatory controls on inpatient revenues if 
the voluntary limit is not met. These limitations would force hospi-
tal managers to curb excessive spending for unnecessary equip-
ment, expansion of unnecessary facilities and wasteful operating 
practices. 

Enactment of hospital cost containment legislation would yield 
national savings of $11.9 billion over the 1981 to 1983 period, 
including $4.8 billion in Federal outlay savings. The failure of the 
Congress to enact such legislation in calender year 1979 will cost 
the Federal Government an estimated $1.3 billion. Other legislative 
proposals in the health care area would result in Federal savings of 
$0.5 billion in 1981 and $2.0 billion in the period 1981 to 1983. 

The administration has also proposed comprehensive legislation 
to reform and improve Federal compensation systems and proce-
dures. The proposal would broaden the principle of comparability 
and bring Federal compensation more closely into line with the 
non-Federal sector. 

Fraud and error will be reduced in the food stamp program by 
creating financial incentives for States to improve administration. 
Legislation has been proposed requiring States with excessive error 
rates in administering the program to share in the cost of such 
errors. Legislation has also been proposed to reduce meal subsidies 
for students from higher income families so that Federal child 
nutrition aid may be better targeted to those who are most in need. 

Major cost-saving proposals are discussed in more detail in Part 
5 of the Budget The table on page 14 summarizes the legislative 
cost-saving proposals included in the budget. Many of the proposals 
relate to health and income security programs. Since an over-
whelming percentage of spending in these programs is for entitle-
ments, reductions can be made only through the enactment of 
changes to authorizing legislation. In contrast, reductions in most 
other Federal programs may be accomplished through the appro-
priations process without modification of substantive legislation. 

BUDGET AUTHORITY 

All budget outlays depend on the legal authority to spend money 
provided by the Congress. Such "budget authority'—usually in the 
form of appropriations—results in outlays, some of which occur 
during the fiscal year for which the budget authority is granted 
and the rest of which occur in subsequent years. For 1981, the 
President is requesting new budget authority of $696.1 billion, 
$18.4 billion above the current services level of $677.6 billion. 

In 1980, outlays are estimated at 86.2% of budget authority for 
that year. This percentage is somewhat below recent experience for 
two reasons. First, budget authority in 1980 is increased by $15 
billion for borrowing authority for TVA powerplant construction. 
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This authority, last replenished in 1976, is needed once every few 
years. It results in outlays over a period of years that are largely 
offset by proceeds from the sale of power. Second, the administra-
tion has proposed increases in budget authority of almost $18 bil-
lion for establishing the Energy Security Corporation. In 1981, 
outlays are expected to be 88.5% of budget authority, which is 
more in line with recent historical experience. 

BUDCET AUTHORITY 
(in t x t a d fciUn) 

Available through current action by the Congress 
Available without current action by the Congress. 
Deductions for offsetting receipts 

Total, budget authority 

MEMORANDUM 

Budget authority, current services basis 

actual 1330 1331 

360.1 416,0 432.9 
264.6 318 3 351.8 

_ - 6 8 . 0 - 8 0 . 2 - 8 8 . 6 

556.7 654.0 696.1 

556.7 630.6 677,6 

FEDERAL CIVILIAN EMPLOYMENT AND PAY 

The 1981 budget meets the President's objective of holding Feder-
al civilian employment to the minimum necessary for the efficient 
and effective operation of the Government. Full-time permanent 
employment in the executive branch (excluding the Postal Service) 
is estimated to be 1,909,000 by the end of 1981, a small reduction 
from 1980, and below the level that existed when the administra-
tion took office. Employment at the end of 1981 is in keeping with 
the statutory employment limitation contained in the Civil Service 
Reform Act of 1978. 

As noted earlier, the administration has proposed comprehensive 
legislation to reform and improve Federal pay-setting systems and 
procedures. The legislative proposal would broaden the principle of 
comparability to (1) take into account both pay and benefits instead 
of just pay; and (2) include data from State and local governments 
as well as data from private industry. The Federal wage system for 
the blue collar work force would be modified to repeal those provi-
sions of law that undermine the prevailing rate principle. These 
proposals will improve the comparability system. 

FEDERAL DEBT 
During 1981, Federal debt held by the public is expected to 

increase from $689 billion to $722 billion, a rise of $33 billion. The 
corresponding growth during 1980 is expected to be $44 billion. 
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About half of the 1981 debt increase is due to the anticipated 
budget deficit and half is due to the activities of the off-budget 
Federal entities (discussed in Part 6 of this document). Other fac-
tors, such as changes in cash balances held by the Treasury, also 
affect the debt. Gross Federal debt, which includes debt held in 
Federal Government accounts (primarily trust funds), is projected 
to rise by $59 billion in 1980 and $47 billion in 1981. 

FEDERAL DEBT 
(In billions of dollars) 

1979 1980 1981 
actual estimate estimate 

Debt outstanding, end of fiscal year: 
Gross Federal debt 833.8 892.8 939.4 
Debt held by the public 644.6 688.9 722.0 

CONTROL OF FEDERAL CREDIT ACTIVITIES 

A year ago, in the 1980 Budget, the administration announced its 
intention to establish a system to control Federal credit activities. 
This budget carries out that commitment. 

Federal credit programs have been controlled to some extent 
through the normal budget process. Budget authority and outlays 
for most direct loans of the Federal Government are, under the 
normal budget rules, included in the budget, and limitations of 
various kinds have been placed on some guarantee programs in the 
past. However, there is increasing concern about control over Fed-
eral guarantees of private loans, which do not generally result in 
budget oulays except in cases of default. Guarantees are large and 
growing, and can often substitute for on-budget direct lending or 
other outlays in order to escape budget controls. In fact, many 
federally guaranteed loans are converted to off-budget direct loans 
when they are financed through the Federal Financing Bank 
(FFB), the activities of which are excluded by law from the budget. 

The table below shows the totals of the credit budget, which is 
measured by new obligations for direct loans and new commit-
ments for loan guarantees.1 In 1981, direct loan obligations in-
crease by 1.7% over 1980 compared with a 16.1% increase in the 
previous year. Loan guarantee commitments, on the other hand, 
increase 8.3% in 1981 after increasing only a small amount in 
1980. The total increase for direct loans and loan guarantees to-
gether is 5.3% in 1981. 

1 Direct loan obligations and loan guarantee commitments by agency are presented in tables 15 and 16 of Part 
9 of this document. 
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THE CREDIT BUDGET TOTALS 
(in rnm ct {ftbrs} 

1373 
actual 

mo 
BSflUEl 

1911 
KtifTJite 

New direct loan obligations: 
On-budget 
Off-budget 

33.9 
17.5 

36.4 
23.3 

35 .4 
25.3 

Total, new direct loan obligations 51.4 59 7 60.7 
New loan guarantee commitments1 74.7 75 2 81.4 

Total 126.1 134.9 142.1 

iTo avoid double counting, wdudes rarmttwits for guarantee ct teara previously guaranteed and for guarantee by x x Gcverttwrrr iccewit ct 
direct loans nude by another Government account. 

As shown by amounts outstanding, the total size of Federal 
credit is large. On-budget direct loans outstanding are expected to 
decline very slightly in 1981 after a moderate increase in 1980. Off-
budget direct loans outstanding increase significantly in 1981, to 
$90.8 billion, due to large increases in the holdings of loans by the 
FFB. The FFB serves as a financial intermediary for the efficient 
financing of obligations issued, sold, or guaranteed by Federal 
agencies. Loan guarantees outstanding increase sharply in this 
period—by $24.7 billion in 1980 and $30.9 billion in 1981—and 
reach $253.2 billion. The average annual increase in direct loans 
and loan guarantees outstanding is 13.1% from the end of 1979 to 
the end of 1981. 

LOANS AND LOAN GUARANTEES OUTSTANDING END OF YEAR 
(In btlTioftt d defers) 

1973 1930 1911 
actual estimate n^rj*? 

Direct loans: 
On-budget 79.9 85.4 84,8 
Off-budget 57.5 74.2 90.8 

Loan guarantees1 197.7 222.3 253.2 

Total 335.1 381.9 428.8 
lTo avoid douMe counting, excludes loans previousfy guaranteed and guaranteed (cans heW as direct leans fcy Gcver-rer.t j c c x r t i 

Net direct loan outlays are equal to the change in direct loans 
outstanding; net loan guarantees are equal to the change in loan 
guarantees outstanding. Net loan outlays and net loan guarantees 
also measure the net addition to credit advanced by the Federal 
Government. Conceptually, they are analogous to budget outlays. 
On-budget net loan outlays increase only slightly between 1979 and 
1980, and then fall by $6.2 billion, to - $ 0 . 6 billion, in 1981. The 
sharp decline is the result of reduced loans for farm support, 
disaster assistance, and transportation; higher repayments of exist-
ing loans; and an increase in sales of loans. Off-budget net loan 
outlays are unchanged at $16.6 billion in 1981, after an increase of 
$3.0 billion in 1980. Net loan guarantees increase sharply through-
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out this period, reaching $30.9 billion in 1981, $11.9 billion higher 
than in 1979. The growth is primarily the result of increased 
guarantees for economic development, the energy initiative, and 
housing. 

NET LOAN OUTLAYS AND LOAN GUARANTEES 
(In b i t e of dollars) 

Net loan outlays: 
On-budget 
Off-budget ...... 

Net loan guarantees1 

Total 

1979 1980 1981 
actual estimate estimate 

5.0 5.5 - 0 . 6 
13.6 16.6 16.6 
19.0 24.7 30.9 

37.7 46.8 46.9 
1 To avoid double counting, excludes loans previously guaranteed and guaranteed loans made as direct loans by Government accounts. 

The credit control system works in tandem with the conventional 
budget system. Wherever appropriate, the administration is re-
questing annual appropriation bill limitations on credit programs, 
whether they are direct loans or guarantees, and whether they are 
included in the budget or are off-budget. The limitations are on 
new obligations for direct loans and new commitments for loan 
guarantees. These requests were developed as part of the normal 
budget review process.1 The new system has three long-range goals. 

• First, at the program level, the system should ensure that 
credit programs meet the purposes for which they were in-
tended, that they do so effectively, and that the level of 
resources is justified. 

• Second, the system should result in closer examination of the 
allocation of credit and real resources across broad sectors of 
the economy. 

• Third, the system should encourage more careful considera-
tion of the impact of total Federal credit activity on the 
economy as a whole—on the borrowing needs of the private 
sector, and on economic growth, inflation, and employment. 

At this stage in the development of the credit control system, the 
administration is proposing that certain credit programs be subject 
only to the control provided by authorizing legislation. Appropri-
ation bill limitations have not been proposed for these programs, 
which include insurance programs, such as the Federal Deposit 
Insurance Corporation, and entitlement programs, under which 
qualified recipients have a legal right to direct loans or loan guar-
antees. These are analogous to relatively uncontrollable outlays in 
the regular budget and comprise a large portion of Federal credit 
activity. In addition for the 1981 budget, some credit activities in 
the housing sector have been exempted from annual limitations 
due to current uncertainty in the housing markets. 

1 The new system is discussed more fully in the Introduction to Part 5 of the budget 
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For purposes of this new credit control system, coverage has been 
restricted to direct Federal activities. Therefore, for example, lend-
ing activities by the privately owned Government-sponsored enter-
prises have been excluded from the credit control system because 
of their private ownership, although their activities are considered 
in analyzing the impacts of Federal credit programs. 

The limitations set for this first year of the credit control system 
are summarized in the following table. 

FEDERAL CREDIT LIMITATIONS 
(In bifcra of <Jcflan) 

1911 

Limitations on direct loan obligations 27.2 
Limitations on loan guarantee commitments 32.5 

Total limitations ..... M 7 

In 1981, total direct loan obligations covered in the credit control 
system are expected to reach $60.7 billion. About half of those 
obligations ($27.2 billion) are proposed to be subject to appropri-
ations bill limitations, largely because the direct lending activity of 
the FFB is intended to be controlled at the point at which the loans 
are guaranteed by other agencies. Of the $27.2 billion in obligations 

Loan Guarantees Outstanding 
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proposed to be subject to limitations, $24.7 billion is expected to be 
obligated. 

Loan guarantee commitments covered in the credit control 
system are expected to be $81.4 billion in 1981. Because a number 
of programs are subject only to authorizing legislation, the pro-
posed limitations are $32.5 billion, or two-fifths of the total. Of the 
$32.5 billion in commitments proposed to be subject to limitations, 
$31.8 billion is expected to be committed. 

MAKING GOVERNMENT WORK BETTER1 

Credit control is but one of many ways in which this administra-
tion is making Government work better. Efforts to ensure that 
Government uses all of its resources efficiently must be unending. 
Waste, mismanagement, fraud, and inefficiency must be eliminated 
through prompt and effective efforts to improve Government per-
formance. 

This administration has initiated specific programs designed to 
make Government work better. Government-wide reforms, as well 
as specific actions to meet problems unique to particular programs, 
have been undertaken to promote efficiency and improve program 
management. Some of the major Government-wide initiatives to 
date include: 

Civil service reform.—One of the most far reaching of the Presi-
dent's management improvement efforts has been the reform of 
our hundred-year-old civil service system. Under this reform, Fed-
eral managers have been given greatly increased authority, flexi-
bility, and incentives to manage the Federal workforce. Civil serv-
ice reform will increase the efficiency of the Federal Government 
by making it easier to recruit, retain, and reward dedicated, compe-
tent and productive Federal employees. Also, as discussed earlier, 
the President has proposed a comprehensive reform of the systems 
used to determine compensation of Federal civilian workers. 

Regulatory reform and paperwork reduction.—The Government's 
regulatory functions have expanded greatly in recent years in re-
sponse to concern regarding activities that potentially threaten the 
public welfare. Increased regulatory activity, however, has spurred 
growing frustration over the negative consequences of regulatory 
efforts, including the rising costs of compliance with Government 
regulations for businesses and the increased paperwork burden 
involved. To ensure that the Government's regulatory role is car-
ried out in the most effective and least burdensome manner, the 
administration has initiated a comprehensive regulatory reform 
program. 

1 An expanded discussion of this theme is found in Section 2 of the Special Analyses volume of the 1981 
Budget, in a presentation entitled "Improving the Efficiency of the Federal Government." 

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

1981



M4 
THE BUDGET FOR FISCAL YEAR 1981 

Early in 1978, Executive Order No. 12044 was issued, which 
required agencies to assess the economic consequences of all major 
new regulations, to write regulations in clear and simple English, 
to eliminate unnecessary rules, and to revise needed regulations. 
Legislation is pending to make these reforms law and to extend 
them to the independent regulatory agencies. To encourage simpli-
fication of regulations, improve analysis of them, and make public 
participation in the regulatory process more effective, the Presi-
dent has created the Regulatory Council to review conflicting or 
overlapping regulations and to advise the public well in advance of 
any major rules that are proposed. The administration proposed 
and the Congress approved deregulation of the airlines, and legisla-
tion has been submitted for deregulation in the trucking and rail-
road industries. 

Regulatory reform initiatives have been combined with a broad 
program to reduce Government paperwork. At his first Cabinet 
meeting, the President directed agency heads to take steps to 
reduce paperwork burdens. A vigorous program on the part of the 
agencies in the past 2 years has reduced by almost 15% the 
number of hours the public spends filling out Federal forms. In 
addition, an Executive order has recently been signed establishing 
a mandatory "paperwork budget" for all executive branch agencies 
and requiring a "sunset" review of all existing Federal forms. The 
administration has also proposed legislation to consolidate, sim-
plify, and in some cases eliminate various reports required by 
Congress, and has endorsed legislation to control the overall paper-
work burden on the public. 

Reorganization.—Better organization can make Government 
more effective in its mission and more accountable to the public. 
To improve the organization and management of the Federal Gov-
ernment, the administration initiated the President's Reorganiza-
tion Project. Since 1977, the President has proposed 13 reorganiza-
tion initiatives to Congress, and all have been approved. These 
initiatives have strengthened the Federal Government's capacity to 
deal effectively with such critical issues as energy, education, na-
tional security and crisis management, and international trade and 
development. 

In 1979, for example, reorganization authority was used to con-
solidate enforcement functions related to the Alaska Natural Gas 
Transportation System under a single Federal inspector, creating a 
unique institution to manage the Federal role in a critical energy 
project. The President has also proposed new energy reforms to 
help reduce our dependence on foreign oil, including creation of an 
Energy Mobilization Board to expedite energy projects, and an 
Energy Security Corporation to spur development of a domestic 
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synthetic fuels industry. In addition, the President will soon trans-
mit to Congress a reorganization plan to strengthen the internal 
management and effectiveness of the Nuclear Regulatory Commis-
sion, increasing the ability of the Commission Chairman to inte-
grate and lead the agency in activities requiring prompt and disci-
plined action. 

One of the most significant accomplishments of the reorganiza-
tion effort was achieved when Congress approved creation of the 
Department of Education, giving education the Cabinet voice, the 
national leadership and the improved management this important 
function deserves. 

The Congress also approved a major reorganization to strengthen 
the Federal Government's international trade functions, increasing 
the Government's capacity to improve the export performance and 
import competitiveness of U.S. industry. 

In 1979, a reorganization plan combined several U.S. internation-
al development assistance programs into a new International De-
velopment Cooperation Agency to improve coordination of U.S. 
economic policies affecting the developing countries. 

In addition, several reorganization initiatives are underway to 
strengthen the management and coordination of our national secu-
rity apparatus. The President recently approved a report on na-
tional security policy integration that has led to more effective 
coordination among national security agencies. 

Zero-base budgeting (ZBB).—1This is the third budget that has 
used zero-base budgeting. ZBB has required managers to examine 
programs at various funding levels and then rank the programs in 
order of importance. This requires explicitly identifying priorities, 
setting objectives, and developing alternatives for carrying out 
agency missions. Through this system agencies develop more effec-
tive programs with available resources. 

Multiyear budgeting.—This is the second budget prepared under 
a new 3-year planning system. Although 5-year budget projections 
have been published since 1970, explicit plans rarely extended 
beyond the budget year. The multiyear planning approach results 
in a better understanding of the longer run effects of current and 
proposed programs, and therefore in better decisions. 

Eliminating fraud and waste.—As a result of legislation support-
ed by the administration, the President has in place Inspectors 
General in 15 departments and agencies. Their major role is to 
eliminate waste, fraud and error in the Federal Government. In 
addition, in May, 1979, the Executive Group to Combat Fraud and 
Waste in Government was established to insure a concerted admin-
istration effort to develop more effective procedures and better 
trained personnel to deal with fraud and waste. 
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In the food stamp program, pending legislation would establish a 
system under which administrative funds could be withheld from a 
State with excessive errors in the certification of recipients. It is 
expected that this potential liability would be a sufficient incentive 
to improve State administration of the program. It is estimated 
that this system could save a total of about $1.0 billion from 1981 
through 1985. This effort would be supplemented by allowing 
States to establish eligibility on the basis of the income of the 
previous month, rather than an estimate of the next month's 
income. Clients would also be required to report their income more 
frequently while participating in the food stamp program. 

The Inspectors General in the Departments of Agriculture and 
Health and Human Services have instituted computer matching 
systems to compare names of welfare recipients with names of 
persons receiving State unemployment benefits, or the names of 
wage earners from payroll data for Federal, State, or local govern-
ments. This fairly simple technique frequently identifies recipients 
whose income makes them ineligible. It is highly effective in the 
detection of fraud. 

Financial management.—The administration, in consultation 
with the Congress and the Comptroller General, has developed a 
Financial Priorities program to improve management of Federal 
funds. These priorities include examining accounting systems, im-
proving internal control and cash management, resolving audit 
findings promptly, and other measures to improve agency financial 
systems. This program has built upon the work of the cash man-
agement project, which initiated over 80 measures to strengthen 
cash management in the Federal Government. These initiatives 
have already resulted in interest savings of more than $400 million 
a year, and further annual interest savings of $1 billion are expect-
ed in subsequent years through more timely collection of cash 
payments, controlling disbursements and reducing idle balances. 

Audit reform.—The administration has improved its coordination 
of Federal, State, and local audits of federally assisted programs. A 
single audit is now required of each recipient of Federal aid; previ-
ously a recipient could have been audited for each of several pro-
grams, resulting in duplication by Federal auditors and unneces-
sary disruption to the grantee. The single audit will be based on a 
standard audit guide that replaces almost a hundred different 
guides that had been in use. New rules have been issued for relying 
on audits made by State and local governments, for audit resolu-
tion, and for audit followup. 

Management improvement.—The administration has taken con-
crete steps to strengthen agency commitments to ongoing manage-
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ment improvement and evaluation activities. New guidelines have 
been issued to agencies on how they should establish systematic 
approaches to assessing their management and program oper-
ations, focusing on the results of program activities and their rel-
evance to the Federal budget. Another important management 
improvement initiative was the establishment, in September 1979, 
of the President's Management Improvement Council, consisting of 
representatives from private industry, labor unions, universities, 
and Federal, State, and local governments. The Council has advised 
on management solutions to problems in the Government's debt 
collection programs, health care financing administration, adminis-
trative services programs, and travel expenditures by Federal agen-
cies. 

Federal grants system reform.—State and local governments re-
ceived more than $80 billion in grants in 1979 from the Federal 
Government, compared with fewer than $60 billion in 1976. Only 
25 programs account for 81% of this total, while almost 466 sepa-
rate grant programs account for the remaining 19%. The adminis-
tration has taken major steps to simplify and streamline the man-
agement of Federal grants. The administration has proposed con-
solidation or simplification of grant programs in 10 areas to facili-
tate more efficient grant administration. Steps have been taken to 
improve audit regulations by developing standard audit rules for 
State and local grants, allowing a single, coordinated audit on a 
Government-wide basis. In addition, since June 1977, 16 Federal 
agencies have been working to reform and standardize planning 
requirements associated with more than 160 grant programs. 

Productivity.—The President has established the National Pro-
ductivity Council to improve coordination of Federal programs that 
increase productivity in the private and public sectors. The Council 
has addressed a wide range of issues, including improved ways of 
measuring productivity, a new productivity improvement program 
for the Federal workforce, expanded federally supported labor-man-
agement cooperation projects, Federal research and development 
that increases productivity, and the Federal role in improved State 
and local government productivity. 

In addition, as a result of a study of industrial innovation, the 
President recently announced nine areas where the Federal Gov-
ernment can encourage innovation. These include increasing and 
enhancing the transfer of technical information, improving our 
regulatory system, and facilitating labor-management adjustments 
to innovation. 

The Government-wide reforms described above have contributed 
significantly to improving the organization and management of the 
Federal Government. These initiatives will continue and expand as 
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necessary to promote efficiency and improve program manage-
ment. 

Individual projects.—In addition to these Government-wide ef-
forts, individual agencies continually undertake hundreds of small-
er and less conspicuous projects. They may receive little or no 
recognition, but in total, they have a significant effect on the 
capacity of Government to deliver services more effectively and 
more efficiently. The following sections describe just a few of these 
projects, some of which are specific improvements resulting from 
the Government-wide efforts. 

Restructuring of programs in ways that make it easier to attain 
objectives,—In 1979 the Economic Development Administration 
(EDA) found it worthwhile to delegate expanded authority to Re-
gional Directors. As a result, fewer than 25% of all EDA projects 
now need to be approved in Washington. In addition, plans are 
continuing that would expand the number of regional offices from 
6 to 10. This should improve the coordination of these programs 
with other Federal agencies and provide better service to EDA's 
clients. 

Simplification of program requirements.—As a result of a change 
in policy, food stamp eligibility standards were recently simplified. 
Eligibility status and benefit levels were recalculated for the entire 
food stamp caseload of over 18 million people in 1979. Benefits 
were reduced for many recipients at the upper end of the eligibility 
scale and about 3.6 million new and very poor recipients were 
brought into the program primarily due to the elimination of the 
requirement to purchase food stamps. About 600,000 of the highest 
income recipients were completely eliminated from the program. 
These changes produced a net increase of 3.0 million recipients 
during the first 6 months of 1979, and directed food stamp benefits 
to those most in need. 

Another example of program simplification resulted from the 
Social Security Financing Amendments of 1977. Employers now 
report employee wages annually rather than quarterly, a change 
that has significantly reduced administrative costs and paperwork 
for both the private sector and the Federal Government. 

Improvements in service delivery.—Grant consolidations, or other 
actions to give States and localities more flexibility in the use of 
grant funds, were approved or have been achieved or proposed in 
10 program areas: 

• Consolidations have been achieved in three areas. Grants in 
the cooperative forestry program were authorized to be con-
solidated in the Cooperative Forestry Act of 1978. Some pro-
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grams for the elderly were consolidated in the 1978 Amend-
ments to the Older Americans Act, and some consolidations 
were requested by the administration and approved by the 
Congress in 1979 for vocational rehabilitation. 

• Legislation that would permit consolidation in four areas (air-
port development, economic development, energy conserva-
tion, and environmental programs) is currently before the 
Congress. 

• Three additional areas for consolidation are in this budget: 
health programs, youth training and employment programs, 
and fish and wildlife grants. New consolidations are proposed 
for vocational rehabilitation in addition to those already 
achieved. 

Termination of programs.—Large budget savings are usually 
achieved through cutting back or redirecting large programs, 
rather than through program terminations. Programs that are 
completely terminated tend to be small and, individually, the sav-
ings achieved through termination are not large compared to the 
budget totals. Such terminations, however, are essential if Govern-
ment is to be efficient. A few of the programs already terminated 
or proposed for termination in this budget are: 

• health professions training programs that are not targeted to 
meeting health needs of underserved populations. These ter-
minations affect general aid for the training of doctors, den-
tists, nurses, and other health professionals. 

• grants for the development of private, non-profit home health 
agencies. Where needed, funds are provided through medicare 
and medicaid reimbursements, and this separate grant pro-
gram is no longer necessary. 

• certain highway programs. These include aid for roads that 
are not part of the Federal-aid highway system, the Alaska 
highway, access highways to some public recreation areas, 
and demonstration projects for railroad crossings. 

Administrative or management improvements that increase pro-
ductivity or save dollars or personnel.—The Federal Government is 
the world's largest user of information technology. The use of 
computers for analysis and data processing throughout the Govern-
ment has significantly increased program efficiency. For example: 

• Social security applicants can now frequently complete their 
applications with a single visit to the local office because of 
computer access to social security employment records. For-
merly, a second visit was necessary with delays of weeks 
while records were processed manually and mailed to the 
local offices. 
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• The Internal Revenue Service has installed an automated 
data system to check the accuracy and currency of taxpayer 
identification data, enabling the Service to reduce its staff by 
200 individuals. 

• The Department of the Treasury has increased significantly 
the use of electronic funds transfer as an improved Govern-
ment payment system. These transfers now account for ap-
proximately 25% of all Treasury payments, and by 1985 this 
could increase to 55%. This has not only saved resources but 
also decreased the chances of theft and forgery of Govern-
ment checks. 

In addition to the use of computers, Government saves funds and 
reduces personnel through other efforts. For example, since Janu-
ary 1977, the Department of Defense has eliminated approximately 
24,000 military and civilian positions as a result of base realign-
ments, consolidations, and closures. The estimated annual savings 
that will ultimately result from these actions are over $375 million. 
In addition, final decisions are pending on actions that would in-
crease the annual savings to over $500 million a year. 

Elimination of wasteful practices.—The Federal Government is 
committed to phasing out its own use of gas-guzzling automobiles 
by requiring new automobiles to be more fuel efficient. Beginning 
with model year 1978, the new passenger vehicle fleet purchased or 
leased by Federal agencies must exceed the national average fleet 
fuel economy standards required by the Energy Policy and Conser-
vation Act. For model year 1980, for example, the national average 
is 20 miles per gallon, while Federal purchases must average at 
least 24 miles per gallon. Since about one-sixth of the Federal fleet 
is replaced each year, major progress has already been made. 

In 1978, the Social and Rehabilitation Service was eliminated, 
and all cash benefit programs were consolidated in the Social Secu-
rity Administration. The Health Care Financing Administration 
was established to manage medicare and medicaid and the title XX 
social services program was combined with the other services pro-
grams in the Office of Human Development Services. These actions 
streamlined administration of the programs and improved services 
to the public. 

These are just a few examples of hundreds of specific projects 
that agencies undertake regularly to improve their effectiveness. 
Such efforts will continue to make Government work better. 
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Table 1. BUDGET SUMMARY 
(In millions of dollars) 

Description 
1979 

actual 
1980 

estimate 
1981 

estimate 

THE BUDGET 

Budget authority (largely appropriations): 
Available through current action by Congress: 

Enacted and pending 360,136 
Proposed in this budget 
To be requested separately 

Available without current action by Congress 264,626 
Deductions for offsetting receipts 1 - 68,030 

Total budget authority2 556,732 
Budget authority, off-budget Federal entities. (16,349) 
Budget authority including off-budget Federal entities (573,081) 

Receipts, outlays, and surplus or deficit: 
Receipts: 

Total budget receipts 465,940 
Outlays: 

Total budget outlays3 493,673 
Outlays, off-budget Federal entities (12,428) 
Outlays, including off-budget Federal entities (506,102) 

Surplus or deficit (— >= 
Total budget deficit ( - ) -27,733 
Deficit, off-budget Federal entities (-12,428) 
Total deficit ( - ) (-40,162) 

378,482 
15,318 
22,157 

318,253 
—80,236 

653,974 
(22,230) 

(676,203) 

416,718 
16,174 

351,778 
—88,591 

696,080 
(24,158) 

(720,238) 

523,829 599,988 

563,583 
(16,766) 

(580,349) 

-39,754 
(-16,766) 
(—56,519) 

36,358 
23,311 
75,190 

615,761 
(18,090) 

(633,851) 

-15,773 
(-18,090) 
(-33,862) 

35,400 
25,253 
81,398 

THE CREDIT BUDGET4 

New obligations and commitments: 
New direct loan obligations: 

On-budget 33,917 
Off-budget 17,479 

New loan guarantee commitments5 74,692 

Total 126,088 

Net new loans and loan guarantees: 
Net new direct loans: 

On-budget 5,048 
Off-budget 13,643 

Net new loan guarantees5 18,965 

Total 37,656 

134,859 142,051 

5,539 
16,639 
24,652 

-629 
16,615 
30,898 

46,830 46,884 

FEDERAL DEBT 

1978 actual 

Debt outstanding, end of period: 
Gross Federal debt 
Held by: 

Government agencies 
The public 

780,425 

169,477 
610,948 

833,751 

189,162 
644,589 

892,812 939,357 

203,923 217,368 
688,889 721,989 

Federal Reserve System 
Others 

115,480 
495,468 

115,594 
528,996 

1 These consist of intragovernmental transactions and proprietary receipts from the public. 
2 Extensions of availability of unobligated balances that would otherwise expire at the end of a fiscal year are now treated as ^appropriations and 

counted as new budget authority in the period into which they are extended. , . . a Net gains and losses, proceeds and reductions from the transactions of the Exchange stabilization fund are now included in the budget (past year 
only). 
. / The amounts shown below are consistent with the concepts and definitions used in the Federal credit program control system that is being 
introduced this year. They measure the net lending and loan guarantees covered by the credit control system. (See the introduction to Part 5 o? the 
Budget for a discussion of these concepts and of the coverage of the credit control system.) 

MO avoid double counting, excludes guarantees (or commitments) of loans previously guaranteed and guarantees (or commitments) by one 
Government account of direct loans made by another Government account. 
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Table 1. BUDGET SUMMARY

(In millions of dollars)

Description 1980
actual

1981
estimate

1982
estimate

THE BUDGET

Budget authority (largely appropriations):
Available through current action by Congress:

Enacted and pending
Proposed in this budget
To be requested separately

Available without current action by Congress...
Deductions for offsetting receipts >

411,748

325,201
-78,159

433,217
16,239

430
371,759

-95,171

479,787
11,605

427,400
-108,962

Total budget authority
Budget authority, off-budget Federal entities
Budget authority including off-budget Federal entities..

658,790
(22,352)

(681,142)

726,474
(32,837

(759,312

809,829
(31,110)

(840,939)

Receipts, outlays, and surplus or deficit:
Receipts:

Total budget receipts
Outlays:

Total budget outlays
Outlays, off-budget Federal entities
Outlays, including off-budget Federal entities..

Surplus or deficit (—) :
Total budget deficit ( - )
Deficit, off-budget Federal entities
Total deficit (-)

520,050

579,613
(14,245)

(593,858)

-59,563
(-14,245)
(-73,808)

607,525

662,740
(23,198)

(685,939)

-55,215
-23,198)
-78,414)

711,780

739,296
(18,309)

(757,605)

-27,516
(-18,309)
(-45,825)

THE CREDIT BUDGET2

New obligations and commitments:
New direct loan obligations:

On-budget
Off-budget

New loan guarantee commitments3..

Total

Net new loans and loan guarantees:
Net new direct loans:

On-budget
Off-budget

Net new loan guarantees3

Total

37,776
23,583
69,806

131,165

8,761
14,722
25,072

48,555

42,073
32,165
91,120

165,358

3,381
23,219
41,371

67,971

34,071
26,132
92,438

152,641

5,944
18,531
38,824

63,299

FEDERAL DEBT

Debt outstanding, end of period:
Gross Federal debt
Held by:

Government agencies
The public

Federal Reserve System
Others

1979
actual

833,751

189,162
644,589

115,594
528,996

914,317

199,212
715,105

120,846
594,259

992,398

205,293
787,105

1,057,664

225,559
832,105

1 These consist of intragovemmental transactions and proprietary receipts from the public.2 The amounts shown below are consistent with the concepts and definitions used in the Federal credit program control system that was
introduced in the 1981 Budget. They measure the net lending and loan guarantees covered by the credit control system. (See the introduction to
Part 5 of the Budget for a discussion of these concepts and of the coverage of the credit control system.)

3 To avoid double counting, excludes guarantees (or commitments) of loans previously guaranteed and guarantees (or commitments) by one
Government account of direct loans made by another Government account.
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Table 1. BUDGET SUMMARY

(In millions of dollars)

Description 1981
actual

1982
estimate

1983
estimate

THE BUDGET

Budget authority (largely appropriations):
Available through current action by Congress.-

Enacted and pending
Proposed in this budget
To be requested separately

Available without current action by Congress...
Deductions for offsetting receipts1

Total budget authority
Budget authority, off-budget Federal entities
Budget authority including off-budget Federal entities..

437,841

379,426
-98,867

718,400
(30,743)

(749,143)

439,525
1,001
6,333

434,957
-116,352

765,464
(32,619)

(798,083)

453,895
7,230

475,787
-135,002

801,910
(28,759)

(830,669)

Receipts, outlays, and surplus or deficit:
Receipts:

Total budget receipts
Outlays:

Total budget outlays
Outlays, off-budget Federal entities
Outlays, including off-budget Federal entities..

Surplus or deficit (—) :
Total budget deficit ( - )
Deficit, off-budget Federal entities
Total deficit (-)

599,272

657,204
(21,005)

(678,209)

-57,932
-21,005
-78,936

626,753

725,331
(19,689)

(745,020)

-98,578
-19,689

-118,267

666,118

757,638
(15,701)

(773,339)

-91,520
-15,701

-107,221

New obligations and commitments:
New direct loan obligations
New loan guarantee commitments3

Total

Net loans and loan guarantees:
Net direct loans:

On-budget
Off-budget

Net loan guarantees3

Total

THE CREDIT BUDGET2

57,194
76,515

133,709

5,153
20,920
27,972

54,045

56,351
87,065

143,416

4,435
16,397
44,003

64,835

48,994
98,354

147,348

1,860
12,295
46,595

60,750

FEDERAL DEBT

Debt outstanding, end of period:
Gross Federal debt
Held by:

Government agencies
The public

Federal Reserve System
Others

1980
actual

914,317

199,212
715,105

120,846
594,259

1,003,941

209,507
794,434

124,466
669,968

1,134,186

220,752
913,434

1,258,405

236,971
1,021,434

1 These consist of intragovernmental transactions and proprietary receipts from the public.
2 In the 1981 and 1982 Budgets, amounts shown for loan guarantees were based on the Federal Government's contingent liability. Those

amounts are now based on the full principal amount of loans guaranteed even though the loans may only be partially guaranteed by the Federal
Government. (For further discussion of this change, see "Special Analysis F; Federal Credit Programs.")

3To avoid double counting, excludes guarantees (or commitments) of loans previously guaranteed and guarantees (or commitments) by one
Government account of direct loans made by another Government account.

3 6 0 - 0 0 0 0 - 8 2 - 3 5
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Table 1. BUDGET SUMMARY

(In millions of dollars)

Description 1982
actual

1983
estimate

1984
estimate

THE BUDGET

Budget authority (largely appropriations):
Available through current action by Congress:

Enacted and pending
Proposed in this budget
To be requested separately

Available without current action by Congress-
Deductions for offsetting receipts *

Total budget authority
Budget authority, off-budget Federal entities
Budget authority including off-budget Federal entities..,

457,106

436,199
-113,379

779,926
(33,957)

(813,883)

496,346
10,774
41,952

461,323
-162,962

847,433
(29,654)

(877,087)

510,754
17,789

519,190
-147,622

900,110
(27,120)

(927,230)

Receipts, outlays, and surplus or deficit:
Receipts:

Total budget receipts
Outlays:

Total budget outlays
Outlays, off-budget Federal entities
Outlays, including off-budget Federal entities...

Surplus or deficit (—) :
Total budget deficit ( - )
Deficit, off-budget Federal entities
Total deficit (-)

617,766

728,375
(17,331)

(745,706)

-110,609
-17,331

-127,940

597,494

805,202
(17,045)

(822,248)

-207,708
-17,045

-224,754

659,702

848,483
(14,042)

(862,524)

-188,781
-14,042

-202,822

New obligations and commitments:
New direct loan obligations
New guaranteed loan commitments2...

Total

Net loans and loan guarantees:
Net direct loans.-

On-budget
Off-budget

Net guaranteed loans2

Total

THE CREDIT BUDGET

47,556
53,726

101,282

9,107
14 345
20,856

44,308

49,067
102,667

151,734

5,162
14,436
55,779

75,377

38,827
98,734

137,561

329
10,400
48,851

58,922

FEDERAL DEBT

1981
actual

Debt outstanding, end of period:
Gross Federal debt
Held by:

Government agencies
The public

Federal Reserve System
Others

1,003,941

209,507
794,434

1,146,987

217,560
929,427

1,383,744

239,317
1,144,427

1,606,339

258,912
1,347,427

124,466
669,968

134,497
794,929

1 These consist of intragovernmental transactions and proprietary receipts from the public.
2To avoid double counting, excludes guarantees (or commitments) of loans previously guaranteed and guarantees (or commitments) by one

Government account of direct loans made by another Government account.
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