
PERSPECTIVES ON THE BUDGET

This part of the budget explains in greater detail a number of sub-
jects mentioned in the budget message and discusses several topics
relating to budget totals. First, separate sections discuss budget author-
ity and then budget funds and the Federal debt. These sections are
followed by a discussion of fiscal activities outside the Federal budget,
particularly the outlays of off-budget Federal agencies and privately
owned Government-sponsored enterprises. Finally, the longer range
outlook is examined and the next year's budget—the budget for
1976—is previewed in some detail.

BUDGET AUTHORITY

The Congress must provide budget authority, generally in the form
of appropriations, before Federal agencies can commit the Government

BUDGET AUTHORITY

(In billions of dollars]

Description 1973 1974 1975
actual estimate estimate

Available through current action by the Congress:
Enacted 181.4 188.3
Proposed in this budget 10.4 186.2
To be requested separately:

Upon enactment of proposed legislation 3.4 7.2
Allowances:

Civilian agencies * .4 2.2
Department of Defense—Military2 .1 2.2

Subtotal available through current action by the Congress. 181.4 202.6 197.7

Available without current action by the Congress (permanent
authorizations):

Trust funds (existing law) 90.8 104.7 120.9
Interest on the public debt 24.2 29.1 30.5
Other 13.1 11.7 12.6

Deductions for offsetting receipts -33.1 -3 7 .3 -39 .5

Total budget authority _ 276.4 310.9 322.1

1 Includes allowances for acceleration of energy research and development programs, civilian agency
pay raises, and contingencies.

2 Includes allowances for All-Volunteer Force, military retirement systems reform, and civilian
and military pay raises for the Department of Defense.
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PERSPECTIVES 25

to make expenditures or loans. For 1975, a total of $322.1 billion of
budget authority is recommended.

The Congress will have to act on $197. 7 billion of the total budget
authority proposed for 1975 in order for it to become available. The
remaining $124. 4 billion will be available under existing laws without
further action by the Congress. Such authority consists mainly of
trust fund programs for which existing law generally appropriates the
receipts of the fund automatically, and of interest on the public debt,
for which budget authority is automatically provided under a perma-
nent appropriation enacted in 1847.

Not all of the budget authority provided for 1975 will be obligated
or spent in that year.

• Budget authority for most trust funds authorizes expenditure of
the funds' receipts from special taxes and from Federal fund
payments to the trust funds, to be used as needed over a period
of years for benefit payments and other purposes specified by law.

• Budget authority for many construction and procurement pro-
grams covers the estimated full cost of projects at the time they
are started, although the outlays will occur over a number of years
as work on the projects progresses.

Relation of Budget Authority to Outlays—1975 Budget
Figures in brackets represent Federal funds only

$Bi1lion>

New Authority
Recommended

for 1975
322.1
[228.7]

To be spent in 1975

203.2
[181.1]

Outlays
in 1975
304.4
[220.6]

Unspent Authority
Enacted in
Prior Years

319.8
[168.2]

To be spent
in Future Years

217.3
[127.4]

Unspent Authority
for Outlays in
Future Years

336.2
[174.9]
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2 6 THE BUDGET FOR FISCAL YEAR 19 75

• Budget authority for many insurance and direct or guaranteed
loan programs provides financing for a period of years, and may
include contingency amounts to be used only in the event of
defaults or other claims on the programs.

As a result of these factors, there is a substantial carryover of un-
spent budget authority from previous years, most of which is ear-
marked for specific uses and not available for new program proposals.

As shown in the preceding chart, $101.2 billion of outlays in 1975,
over 33% of the total, will be made under budget authority enacted
in previous years. Conversely, nearly 37% of 1975 budget authority
will not result in outlays until future years.

BUDGET FUNDS AND THE FEDERAL DEBT

The budget covers the financial transactions of two principal types
of funds: Federal funds and trust funds.

Federal funds are derived mainly from taxes and borrowing. Most of
these funds are not restricted by law to any specific Government pur-
pose. Trust funds, on the other hand, are collected and used for specific
purposes, such as the payment of social security and unemployment
insurance benefits.

BUDGET FINANCING AND CHANGE IN DEBT OUTSTANDING, 1973-75
[In billions of dollars]

Description 1973 1974 1975
actual estimate estimate

Budget surplus (—) or deficit 14.3 4.7 9.4
Means of financing other than debt:

I ncrease or decrease (—) in available cash and monetary assets _ _ .9 —3.0
Decrease or increase (—) in liabilities for:

Checks outstanding, etc .__
Deposit fund balances

Seigniorage on coins (—)
Outlays of off-budget Federal agencies
Increment on gold (—)

Total, means of financing other than debt

Change in Federal debt held by public

Increase or decrease (—) in Federal agency investments in Fed-
eral debt:

Federal funds investments
Trust fund investments

Change in gross Federal debt * 31.1 17.9 21.6

1 Reflects nonrecurring increase of $4.5 billion resulting from a procedural change in the timing
of certain trust fund transactions.
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PERSPECTIVES 27

Federal Debt as a Percent of GNP
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The budget combines the receipts and outlays for both types of
funds and deducts the various transactions that occur between
them. Hence, the Federal budget is called the "unified budget/'
Generally, the budget displays the net financial transactions between
the Federal Government and the public. Thus, as is shown in the
previous table, the unified budget surplus or deficit is the principal
determinant of the change in Federal debt held by the public.1

The deficit expected for 1975 and the other factors noted in the
preceding table will increase the Federal debt held by the public from
$346.5 billion at the end of 1974 to $359.0 billion at the end of 1975.
As the chart below shows, the growth of debt held by the public
has, for most years, been considerably slower than the growth of the
economy.

Some Government agencies are authorized to issue their own debt
instruments to the public or to other Government agencies and funds.
Such borrowing is part of the Federal debt. At the end of 1973 the
outstanding debt of such agencies that was held by the public was
$9.1 billion. This amount is expected to rise to $12.6 billion by the
end of 1975.

1 Federal debt held by the public includes debt held by the Federal Reserve System.
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2 8 THE BUDGET FOR FISCAL YEAR 1975

Gross Federal debt is the sum of the debt held by the public and
the debt held within the Government, such as the investments in
Treasury debt issues by the social security trust funds. The Federal
funds deficit is the principal determinant of changes in gross Federal
debt.

Gross Federal debt is expected to rise from $486.4 billion on June 30,
1974 to $508.0 billion on June 30, 1975. As the lower section of the
preceding table indicates, $9.1 billion, or approximately 42%, of this
increase is in debt held by Federal agencies and trust funds, reflecting
mainly the investment of trust fund surplus receipts in Treasury debt.

FEDERAL FUNDS FINANCING AND CHANGE IN DEBT SUBJECT TO LIMIT, 1973-75
[In billions of dollars]

Description 1973 1974 1975
actual estimate estimate

Federal funds surplus (—) or deficit 25.0 18.1 17.9
Means of Federal funds financing other than debt:

Decrease or increase (—) in deposit fund balances .8 .7 .8
Seigniorage on coins (—) —.4 —.4 —.7
Increase or decrease (—) in cash balances and other means of

financing (net) 1 4.2 —3.5 .2

Total, means of financing other than debt 1 4.6 —3.3 .3
Increase or decrease (—) in Federal funds investment in Federal

debt .4 .7 .8
Decrease or increase (—) in Federal funds debt not subject to

limit (net) - . 2 - . 2 - . 3
Effect of off-budget agencies on debt subject to limit .7 .9 1.1

Change in debt subject to limit 1 30.5 16.3 19.8

1 Reflects nonrecurring increase of $4.5 billion resulting from a procedural change in the timing
of certain trust fund transactions.

A statutory debt limit covers almost all of the gross Treasury
debt issues, but most borrowing by Federal agencies other than the
Treasury is excluded from this limit.

The concept of Federal debt subject to statutory limitation is roughly
consistent with the administrative budget concept of debt that was
used until the 1969 budget. The administrative budget was similar in
concept to the Federal funds part of the unified budget. As a result,
changes in the Federal debt subject to limit are more closely related to
the Federal funds surplus or deficit than to the unified budget surplus
or deficit.
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PE R SPECTIVE S 29

The Federal funds deficit in 1975 is estimated to be $17.9 billion
and the debt subject to limit is estimated to increase by $19.8
billion. The preceding table indicates the sources of the difference
between the two figures.

FEDERAL FUNDS RECEIPTS AND OUTLAYS

[In billions of dollars]

Description 1973 1974 1975
actual estimate estimate

Outlays (by agency):
Department of Defense military functions and military assistancel 74.2 79.6 86.0
Department of the Treasury:

Interest on the debt 24.2 29.1 30.5
Other 8.6 6.8 7.3

Department of Health, Education, and Welfare 26. 7 32. 3 36.1
Veterans Administration 11.9 13.0 13.4
Department of Agriculture 10.0 9.3 9.2
Department of Housing and Urban Development 3. 6 5.0 5.6
Allowances 2 .3 1.6
All other 27.3 28.2 31.1

Total 186.4 203.7 220.6
Receipts 161.4 185.6 202.8

Deficit 25.0 18.1 17.9

Change in debt subject to limit 30.5 16.3 19.8

1 Includes allowances for All-Volunteer Force, military retirement systems reform, and civilian
and military pay raises for the Department of Defense.

2 Includes allowances for acceleration of energy research and development programs, civilian
agency pay raises, and contingencies.

A substantial part of Federal funds deficits—and, therefore, a
substantial part of the growth in debt subject to limit—is associated
with transactions between Federal funds and trust funds. These
transactions consist primarily of Federal funds payments to social
insurance trust funds (such as the Federal Government's contribution
for supplementary medical insurance and its payment to finance the
unfunded liability of the civil service retirement fund) and interest
paid on Treasury debt securities held by trust funds.

From 1963 through 1973, there was a cumulative Federal funds
deficit of $170 billion, of which $84 billion was attributable to trans-
actions with trust funds. Indeed, a significant Federal funds deficit
can occur, as one did in 1969, when there are surpluses in the unified
budget and in the transactions of Federal funds with the public. The
relevant figures for 1973 through 1975 are shown in the following table:

540-000 O - 74 - 3
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3 0 THE BUDGET FOR FISCAL YEAR 1975

BUDGET SURPLUS OR DEFICIT ( - ) BY FUND GROUP

(In billions of dollars]

Description 1973 1974 1975

Federal funds:
Transactions with the public —4.0 2.2 5.3
Transactions with trust funds. _ —21.1 —20.4 —23.2

Total -25.0 -18.1 -17.9
Trust funds:

Transactions with the public -10.3 - 6 . 9 —14.8
Transactions with Federal funds 21.1 20.4 23.2

Total 10.7 13.5 8.4
Budget total:

Federalfunds -25.0 -18.1 -17.9
Trust funds 10.7 13.5 8.4

Total -14.3 - 4 . 7 - 9 . 4

FISCAL ACTIVITIES OUTSIDE THE FEDERAL BUDGET

The budget does not include several fiscal activities of the Federal
Government that result in spending similar to budget outlays. Two
major exclusions—the off-budget activities of Federal agencies and
the activities of privately owned Government-sponsored enter-
prises1—are discussed in some detail below.

Outlays of off-budget Federal agencies and Government-
sponsored enterprises.—Off-budget agencies are federally owned
and controlled, but their transactions have been excluded from the
budget totals under provisions of law. Therefore, their fiscal activities
are not reflected in either budget outlays or the budget surplus or
deficit, and appropriations requests for their off-budget activities are
not included in the totals of budget authority. The debt of these
agencies is not subject to the statutory debt limitation but is, however,
part of the gross Federal debt.

The first off-budget agency was the Export-Import Bank (excluded
by statute as of August 17, 1971),2 although prior to the adoption of
the unified budget for fiscal year 1969 the substantial trust fund activity
of the Federal Government was not included in the administrative
budget. Since 1972, the Postal Service fund, the Rural Telephone
Bank, and the lending activities that became the Rural electrification

1 Detailed financial statements for these organizations are contained in the Budget Appendix,
Part IV, Annexed Budgets.

2 The Exchange Stabilization Fund and the Board of Governors of the Federal Reserve System
(but not the Federal Reserve Banks) are Federal entities. They are excluded from this discussion.
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PERSPECTIVES 31

and telephone revolving fund were removed from the budget; and the
Environmental Financing Authority fund, the Federal Financing
Bank, and the United States Railway Association were authorized to
be established outside the budget. The budget totals do, however, still
include administrative expenses of the Rural Electrification Admin-
istration lending programs and the United States Railway Association,
and they also include subsidies paid to the Postal Service and the
Environmental Financing Authority.

While the budget authority and outlays of off-budget activities are
excluded from the budget totals, not all of these activities are excluded
from Presidential and congressional review. For example, a limitation
on the program activity of the Export-Import Bank is established
annually.

Government-sponsored enterprises were established and chartered
by the Federal Government to perform specialized functions that were
needed to achieve national objectives. The earlier enterprises were all
created with partial or full Government ownership and direct Govern-
ment control, but, in time, some of these were converted to private
ownership and some new enterprises were established as privately
owned institutions. The current i*ule governing the budget treatment
of these enterprises dates back to 1967, when a recommendation on
this subject by the President's Commission on Budget Concepts was
adopted. The rule excludes from the budget those privately owned
Government-sponsored enterprises in which the Government has no
equity.

The Federal Land Banks and Federal Home Loan Banks both had
become fully privately owned by 1952 and have always been excluded
from the unified budget. The Federal National Mortgage Association,
the Banks for Cooperatives, and the Federal Intermediate Credit
Banks became wholly privately owned by repaying the Federal equity
capital during fiscal year 1969 and were accordingly removed from the
budget. The Federal Home Loan Mortgage Corporation and the
Student Loan Marketing Association were subsequently authorized
to be established with full private ownership.

Except in the case of the Postal Service, the excluded outlays are
for loan programs. These programs are similar to the direct loan
programs in the unified budget. The outlays of most of these loan
programs reflect primarily, but not solely, the difference between new
loans disbursed and repayments of principal. For example, during 1973
new loans disbursed by the excluded programs equaled $35.4 billion
and repayments were $22.8 billion. Outlays were $11.4 billion. Like
direct loans in the budget, the loans of the excluded programs are
designed to influence economic resources toward particular uses. They
also provide some stimulus to aggregate economic activity, although
this is offset to a degree in that their net lending has to be financed
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3 2 THE BUDGET FOR FISCAL YEAR 1975

COMPARISON OF OUTLAYS FOR THE UNIFIED BUDGET, OFF-BUDGET FEDERAL
AGENCIES, AND GOVERNMENT-SPONSORED ENTERPRISES

[In billions of dollars]

Outlays

Fiscal year

1954
1955

1956
1957 _ _
1958 _
1959... _
I960.... _

1961
1962
1963
1964
1965 __

1966
1967.
1968
1969....
1970

1971
1972
1973
1974 estimate
1975 estimate

1 Excludes the Federal Financing Bank and the off-budget activities of the United States
Railway Association, which were authorized in recent legislation.

largely by borrowing from the financial markets just as does a deficit
in the unified budget. The Government-sponsored enterprises pri-
marily provide support to housing and also support agriculture and
higher education.

In the table above, the excluded outlays of the off-budget Federal
agencies and the privately owned Government-sponsored enterprises
are compared to the unified budget outlays. The outlays of the off-
budget agencies began at a negligible amount in 1972 but have grown
substantially since then, in part because more off-budget agencies
have been created. These outlays are expected to equal $2.8 billion or
about 1% of budget outlays in 1975.

Unified
budget

70.9
68.5

70.5
76.7
82.6
92.1
92.2

97.8
106.8
111.3
118.6
118.4

134.7
158.3
178.8
184.5
196.6

211.4
231.9
246.5
274.7
304.4

- 0 . 3
.2

.4

.1
- . 5
1.1
.4

- . 3
1.1
.5

1.8
1.2

1.9
- 2 . 9

1.7
4.3
9.6

.3
0.1 4.1
.6 10.8

2.7 12.9
2.8 1.2
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PERSPECTIVES 33

The excluded outlays of the Government-sponsored enterprises have
likewise grown—from small amounts in the early 1960's to an average
of $5.8 billion, or 2.7% of budget outlays, during 1969-73, when more
Government-sponsored enterprises were outside the budget. In 1974
and 1975 these enterprises are expected to spend $12.9 billion and
$1.2 billion, respectively, which equal 4.7% and 0.4% of budget
outlays. The off-budget Federal agencies and the Government-
sponsored enterprises together are estimated to spend an average
$9.8 billion in 1974-75, which equals 3.4% of budget outlays in these
years.

In large part because the excluded outlays are primarily for credit
programs, they have certain characteristics that tend to differentiate
them from most budget outlays. This can be seen most clearly with
respect to the Government-sponsored enterprises, several of which
have operated outside the budget long enough for comparisons to be
made.

One distinguishing characteristic is that the excluded outlays are
more volatile than total budget outlays, although they are not more
volatile than some individual programs within the budget. As the
table shows, the outlays of the Government-sponsored enterprises
have fluctuated by large amounts several times, particularly since
the mid-1960's. The most important reason has been the cyclical
nature of mortgage lending and institutional deposit flows, which for
certain of the enterprises leads to large swings in lending, the repay-
ment of past loans they have made, and the sale of assets. In some
years these factors have even produced large negative outlays for the
Federal Home Loan Banks. The largest yearly change in the outlays
of Government-sponsored enterprises is expected to occur in 1975,
with a total decrease of $11.7 billion. This will be due primarily to a
large decline in the credit advanced by the Federal Home Loan
Banks to their member savings institutions, and a large increase in the
repayment of past advances.

Another distinction is that the outlays of the Government-sponsored
enterprises are less predictable than the total outlays in the unified
budget, and for much the same reason that they are volatile. In 4 of
the 5 years from 1969 to 1973, the absolute difference between the
actual outlays and the original budget estimate of outlays was more
for the Government-sponsored enterprises as a group than for the
entire unified budget—which is over 20 times larger. During this
period the absolute difference averaged $4.0 billion for these enter-
prises, which is greater than the $3.0 billion average absolute difference
for the unified budget.3

3 The original budget estimate of the 1969 outlays was adjusted to take out the enterprises
that became fully privately owned and were accordingly removed from the budget during 1969.
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3 4 THE BUDGET FOR FISCAL YEAR 1975

Other fiscal activities.—Several other fiscal activities that are
not measured in the budget also have economic impacts. Two of the
most significant of these activities are credit guarantees and tax
expenditures.

Credit guarantees.—Credit guarantees influence economic resources
toward particular uses, especially toward housing, and provide some
stimulus to the total spending in the economy. The outstanding
guaranteed loans held by the public are large and have grown sub-
stantially each year.4 By the end of 1973, they were $147.7 billion.
Their total impact on the economy is uncertain, however, since some
portion of the private loans that were guaranteed might have been
made anyway.

Tax expenditures.—Tax expenditures are benefits to individuals or
corporations that result from tax exclusions, tax deductions, prefer-
ential tax rates, or tax deferrals. Tax expenditures are very difficult to
estimate, though, even for past periods.5 The concept requires a
standard for comparison with the actual tax base, and there is sub-
stantial disagreement on what this standard should be. In addition, the
estimate of any one tax expenditure depends on whether one tax
provision is assumed to change at a time or all provisions are assumed
to change simultaneously. Moreover, the aggregate impact of all
tax expenditures on receipts depends on the extent that the stat-
utory tax rates would be reduced in order to compensate for broaden-
ing the tax base. If the impact would be largely offset, the effects of tax
expenditures on total receipts and aggregate spending in the economy
would be small. Thus, while tax expenditures clearly do have substan-
tial effects on the allocation of economic resources, the concept of tax
expenditures and the problem of estimating them prospectively are
such that estimates have been prepared only for past calendar years
by the staffs of the Treasury Department and the Joint Committee
on Internal Revenue Taxation.

THE BUDGET OUTLOOK TO 1979

In an age of increasingly complex problems requiring long-range
solutions, the Nation cannot afford to look only a single year into the
future when making budgetary decisions. Such decisions have longer
range implications which we must try to assess before committing
ourselves and our limited resources. The composition and level of the

4 See Special Analysis E, "Federal Credit Programs", in Special Analysts. Budget of the United
States Government. Fiscal Year 1975.

• See "Estimates of Federal Tax Expenditures", Committee on Ways and Means of the House
of Representatives. June 1, 1973.
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PERSPECTIVES 35

1975 budget have been largely determined by past decisions and will,
in turn, strongly affect subsequent budgets, mandating many expendi-
tures, precluding others, and generally limiting our options in future
years.

The Administration believes that the long-range implications of
the budget are important. Thus, in the 1971 budget, it pioneered in
presenting 5-year projections of Federal outlays and receipts. The
1973 budget expanded the presentation by including detailed 5-year
projections of the cost of legislative proposals for major new and
expanded programs. In the 1974 budget, a detailed preview of the
next budget was introduced. This year more information on the outlook
is presented.

By making these estimates available to the Congress, the public,
and agencies of the executive branch, a framework is provided within
which to examine this and future budgets. Such information helps us
foresee difficulties, and thereby avoid becoming prisoners of the
unintended consequences of past decisions. Analysis of these projec-
tions underscores the disciplined approach needed to maintain con-
sistent fiscal policies that promote economic growth and stability,
while providing the resources needed to support essential Federal
services.

The 1979 outlook.—In the tables and discussion that follow, receipt
and outlay estimates assume that the economy is operating at full
employment, which is defined as a 4% rate of unemployment in the
civilian labor force. The receipts projections assume that new taxes
proposed in this budget are adopted, and that the existing tax law is
not otherwise changed.

THE 1979 OUTLOOK

[In billions of dollars]

Actual Estimate
Item 1973

1974 1975 1976 1979

Full-employment receipts 243 278 311 339 428
Full-employment outlays, current programs 245 274 303 329 391

Full-employment margin, current programs__ —2 4 8 10 37

The outlay estimates are simply projections of the consequences of
continuing current and proposed programs; they are not forecasts of
what the Administration will propose in future budgets or of possible
program levels after future policy decisions. Generally, they reflect what
is required by existing law and contractual obligations, extensions of
expiring laws, 1975 budget proposals, and the minimum pay and price
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3 6 THE BUDGET FOR FISCAL YEAR 1975

adjustments necessary to maintain real program levels. The assump-
tion that expiring laws will be extended is not an Administration
commitment to continue these programs, because no decision has
necessarily been made on their future status. The assumption is used
simply to reflect approximately how the 1975 program mix would look
in 1979. These projections are a pragmatic way of preparing to meet
future problems because they indicate the direction current decisions
are taking us. They provide a means of recognizing the uncertainties
of the future and provide a warning if the course set is wrong.

Full-employment receipts are expected to grow by 38% between
1975 and 1979 to about $428 billion. The receipts projection reflects
an increase in the average tax rate on taxable personal income as
inflation and rising real income move people into higher tax brackets.
This form of implicit tax increase raises taxes by about $17 billion in
1979. Full-employment outlays for 1975 programs are expected to
grow more slowly, increasing by 29% to about $391 billion by 1979.

The excess of full-employment receipts over full-employment outlays
provides an estimate of the margin that would be available to cover
new initiatives, such as tax reductions, reductions in the public debt,
and new or expanded programs between now and the end of 1979. The
margin can be used not only to guide resource allocation but also as a
guide to fiscal policy. For example, the $8 billion margin in 1975,
following a $4 billion margin in 1974, is providing appropriate restraint
on the economy. The potential 1979 margin is about $37 billion.
Almost half of this margin results from the implicit tax increase
mentioned above.

The full-employment margin foreseen is predicated on conservative
projections of the future costs of 1975 programs. For example, in the
past, various initiatives have added to the budget total and thereby
decreased the margin. The Congress added $7.0 billion to the 1973
budget and $3.8 billion to the 1974 budget, both of which will have an
even larger impact on future budgets. Thus, past experience suggests
that the margin now projected is larger than it will be in the future.
Ignoring the limitations implicit in these estimates may lead to un-
sound budgetary commitments, and thereby seriously inhibit policy
options for years to come.

Initiatives in the 1975 budget.—Projections of the cost for the
major new and expanded programs which are legislative proposals
appear in summary table 15. These proposals, plus the initiative for
an energy research and development program which does not require
new legislation, could add as much as $10 billion to outlays by 1979.
These programs, however, address pressing national needs. They
underline this Administration's priorities—with an eye to available
resources. These initiatives permit us to live within our means while
still allowing a margin for coping with future problems.
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PERSPECTIVES 37

Program trends.—The outlay trends between 1975 and 1979 for the
major program categories are summarized in the following table.

The 2 1 % increase in outlays for national security and international
affairs is significantly less than the 29% growth in total outlays. The
major increases arise from military pay and price allowances. This
projection implies a continued decline in the proportion of the budget
devoted to these outlays—barring major changes in the international
situation.

Human resources programs exhibit marked growth—36% from
1975 to 1979. This growth reflects the Nation's heavy commitment to
health and income security, the outlays for which will be determined
largety by price trends and the growing number of persons eligible for
benefit payments.

PROJECTED FULL-EMPLOYMENT OUTLAYS FOR CURRENT PROGRAMS. 1975-79

Major category l

(In billions of dollars]

1975

Estimate

1976 1979

Percent
- change

1975-79

99.1
212.7

161.8
28.6

6.3
14.7

22.5

- 3 . 7

111.1
261.3
204.2

29.0
6.6

21.5

22.5

- 4 . 1

21
36
36
16
8

85
2

14

National security and international affairs 91.8

Domestic affairs 192.6
Human resources 149.9

Physical resources 24.9

General Revenue Sharing 6.2

Other 11.6

Net interest 22.0
Employer share, employee retirement —3.6

Total, full-employment outlays 302.8 329.4 390.8 29

1 These broad categories are defined to include the following functions: National security and
international affairs includes national defense and international affairs and finance. Human re-
sources includes education and manpower; health; income security; and veterans benefits and
services. Physical resources includes agriculture and rural development; natural resources and envi-
ronment; commerce and transportation; and community development and housing. Other includes
space research and technology; general government; and undistributed allowances and adjust-
ments. Net interest includes the interest function less interest received by trust funds.

The projected increases in outlays for physical resources programs
and General Revenue Sharing assume that the authorizations for those
programs that expire before 1979 will be continued. The major
changes in programs summarized under "Other" are the allowances
for civilian pay and price increases and increases in law enforcement
programs. The projections of net interest assume that the amount of
debt outstanding will be the same as at the end of 1975, with any
changes due to the refinancing of the existing debt at current interest
rates.

Federal payments to individuals and aid to State and local
governments.—Federal spending has shifted markedly in the past 20
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3 8 THE BUDGET FOR FISCAL YEAR 1975

years—and with particular abruptness in the last 5 years—away
from direct Federal purchases of goods and services, for such programs
as defense and space, and tcward direct Federal payments to indi-
viduals and aid to State and local governments. From 1959 to 1973,
payments to individuals and aid to State and local governments have
almost doubled as a percentage of total outlays and increased five-
fold in dollar terms.

PAYMENTS TO INDIVIDUALS AND FEDERAL AID TO
STATE AND LOCAL GOVERNMENTS *

[In billions of dollars]

Category 1959 1969 1973 1975 19792
actual actual actual est. est.

Payments to individuals

Aid to State and local governments

To finance payments for individuals

Other ._

Total
Percentage of total outlays

19.7
6.7
2.4
4.3

26.3
28.6

47.8
20.3
7.1

13.2

68.1
36.9

85.0
44.0
14.5
29.4

128.9
52.3

117.5
51.7
16.9

34.8

169.2
55.6

167.8
59.5
21.7
37.8

227.3

58.2

The present outlook indicates that payments to individuals and aid
to State and local governments under existing programs will grow to
about 58% of total outlays by 1979. Between 1975 and 1979 these
outlays will increase by $58 billion and reach a total of $227 billion.

These projections indicate that the Federal Government is having,
and will continue to have, an increasingly indirect budgetary impact on
the marketplace. In keeping with the principles of the New Federalism,
Federal money is being channelled into payments to individuals and
into broader, more flexible assistance to State and local governments.

Ability to control outlays.—The need to project future resources
and the claims upon them is underscored by the increasing long-term
budgetary commitments and the consequent declining controllability
of budget outlays. In 1967, 59% of total Federal spending was vir-
tually uncontrollable due to existing law or prior legal commitments.
Since then, repeated increases in uncontrollable programs have been
enacted into law. As a result, uncontrollable spending has been rising
at a faster rate than Federal receipts, and more rapidly than the rate
of growth of the whole economy. In 1975, about 74% of the budget
will be virtually uncontrollable. Of this amount, 78% are "open-ended
programs and fixed costs," which includes social security, General
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CONTROLLABILITY OF BUDGET OUTLAYS
[In billions of dollars]

Percent
Estimate change

Category from
1975 1979 1 1975

to 1979

Relatively uncontrollable under present law:
Open-ended programs and fixed costs:

Payments for individuals:
Social security and railroad retirement 67.2 94.1 40
Medicare^ 14.2 23.0 62
All other payments for individuals 52.8 64.7 22

Subtotal, payments for individuals _ 134.2 181.8 36
Other open-ended programs and fixed costs 37.2 31.7 —15

Total, open-ended programs and fixed costs 171.4 213.6 25
Outlays from prior-year contracts and obligations 52.3l 1014 22

Relatively controllable outlays 84.4]
Undistributed employer share, employee retirement —3.6 —4.1 14

Total budget outlays 304.4 390.8 28

1 The assumption to continue General Revenue Sharing after the law expires in 1977 allows dis-
cretionary control in the 1979 program level. Therefore, General Revenue Sharing is included in
relatively controllable outlays in 1979.

Revenue Sharing, interest on the Federal debt, veterans benefits, and
similar programs.

As the above table shows, uncontrollable outlays for payments
for individuals will increase by 36% between 1975 and 1979. This
growth will be as fast as the expected rate of growth in full-employment
receipts, and portends a continued struggle to maintain policy flexi-
bility, with an increased concentration of the burden of fiscal policy
adjustments being placed on a small part of the budget.

The budget in 1976.—Within the framework provided by the 5-year
outlook, greater detail can be presented for 1976. However, the
projections do not represent decisions or commitments as to specific
amounts that will be requested for particular programs or agencies
when the 1976 budget itself is submitted a year from now. New
decisions will have to be made in light of the conditions that will
exist next year. The implications of the 1975 recommendations for
the 1976 budget are presented in the following tables, which show
estimated 1976 budget authority and outlays by function and major
agency. The estimate for the 1976 unemployment trust fund assumes
that the economy is at full employment.

Implications of the outlook.—This outlook demonstrates that
the initiatives proposed in this budget will not unduly restrict our

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

1975
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BUDGET AUTHORITY BY FUNCTION AND AGENCY

[In billions of dollars]

Description 1973
actual

1974
estimate

1975
estimate

1976
estimate

Budget authority by function:
National defense 1

International affairs and finance
Space research and technology
Agriculture and rural development __
Natural resources and environment- _ _
Commerce and transportation
Community development and housing.
Education and manpower
Health
Income security
Veterans benefits and services._.
Interest __._
General government__ ___ _
General Revenue Sharing
Allowances 3_ _
Undistributed intragovernmental transactions. _

Total budget authority

Budget authority by agency:
Legislative and judicial branches
Executive Office of the President
Funds appropriated to the President
Agriculture. _
Commerce
Defense —Military 1

Defense —Civil
Health, Education, and Welfare
Housing and Urban Development
Interior
Justice
Labor
State
Transportation
Treasury
Civil Service Commission.
National Aeronautics and Space Administration-
Veterans Administration
Other agencies _
Allowances 3

Undistributed intragovernmental transactions. _

Total budget authority

82.8
3.6
3.4
7.1
7.2

10.5
6.1

12.0
22.2
79.8
12.8 -
22.8
6.0
8.3

-8 .4

276.4

.8

.1
6.6

11.4
1.8

77.6
2.0

89.2
5.2

-1 .9
1.8

10.4
.7

3.6
32.7
7.8
3.4

12.7
18.8

-8 .4

276.4

88.2
5.3
3.0
6.7
2.5

22.8
5.0

13.8
26.2
93.0
13.8
27.8
6.4
6.1

.4
-10.0

310.9

.9

.1
9.2

11.8
1.5

82.7
1.7

106.5
4.5

-3 .8
1.9
9.3
.8

17.6
35.8
9.4
3.0

13.8
13.7

.4
-10.0

310.9

95.0
4.7
3.2
7.4

__ 3
14.5
6.4

11.5
28.0

104.0
14.1
29.1
6.8
6.2
2.2

-10.7

322.1

1.0
.1

5.3
14.0
1.7

91.0
1.6

113.7
6.2

- 2 . 6
2.1
9.7
.9

9.8
37.7
10.2
3.2

14.1
10.8
2.2

-10.7

322.1

101.0
4.1
3.4
5.6
9.0

15.1
6.8

11.8
30.2

2112.3
14.0
30.4
7.0
6.4
5.3

-11.6

2350.5

1.0
.1

4.9
12.6
1.7

96.0
1.7

122.9
6.6

-2 .3
2.2

29.3
.8

10.5
39.3
11.3
3.4

13.9
20.8
5.3

-11.6

2 350.5

1 Includes allowances for All-Volunteer Force, military retirement systems reform, and civilian and
military pay raises for the Department of Defense.

2 Includes an estimate for the unemployment trust fund which assumes full employment. Be-
cause of the increasing uncertainties, no forecast of the unemployment rate has been made
for 1976.

3 Includes allowances for acceleration of energy research and development programs, civilian
agency pay raises, and contingencies.
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BUDGET OUTLAYS BY FUNCTION AND AGENCY
[In billions of dollars]

Description 1973 1974 1975 1976
actual estimate estimate estimate

Outlays by function:
National defense * 76.0 80.6 87.7 94.8
International affairs and finance 3.0 3.9 4.1 4.3
Space research and technology 3.3 3.2 3.3 3.4
Agriculture and rural development ._ 6.2 4.0 2.7 4.1
Natural resources and environment .6 .6 3.1 4.1
Commerce and transportation 13.1 13.5 13.4 13.7
Community development and housing 4.1 5.4 5.7 7.4
Education and manpower 10.2 10.8 11.5 12.3
Health 18.4 23.3 26.3 28.6
Income security 73.1 85.0 100.1 2107.2
Veterans benefits and services 12.0 13.3 13.6 13.8
Interest 22.8 27.8 29.1 30.4
General government 5.5 6.8 6.8 6.9
General Revenue Sharing 6.6 6.1 6.2 6.3
Allowances3 .3 1.6 4.4
Undistributed intragovernmental transactions._ —8.4 —10.0 —10.7 —11.6

Total outlays 246.5 274.7 304.4 2 329.4
Outlays by agency:

Legislative and judicial branches .7 .9 1.0 1.0
Executive Office of the President * .1 .1 .1
Funds appropriated to the President 3.7 4.6 4.4 4.3
Agriculture 10.0 9.3 9.2 10.4
Commerce 1.4 1.5 1.7 1.8
Defense-Military1 73.3 78.4 84.6 90.8
Defense-Civil 1.7 1.6 1.6 1.7
Health, Education, and Welfare 82.0 96.8 111.0 120.6
Housing and Urban Development 3.6 5.0 5.6 7.4
Interior - 2 . 3 - 3 . 8 - 2 . 7 - 2 . 4
Justice 1.5 1.9 2.1 2.2
Labor 8.6 8.6 10.0 28.9
State .6 .7 .8 .8
Transportation 8.2 8.4 9.1 9.7
Treasury 31.0 35.8 37.6 39.3
Civil Service Commission 4.6 5.9 7.3 8.1
National Aeronautics and Space Administra-

tion 3.3 3.2 3.3 3.4
Veterans Administration 12.0 13.2 13.6 13.7
Other agencies . ._ . 10.8 12.0 13.3 14.7
Allowances* .3 1.6 4.4
Undistributed intragovernmental transactions. _ —8.4 —10.0 —10.7 —11.6

Total outlays 246.5 274.7 304.4 2329.4

1 Includes allowances for All-Volunteer Force, military retirement systems reform, and civilian and
military pay raises for the Department of Defense.

2 Includes an estimate for the unemployment trust fund which assumes full employment. Be-
cause of the increasing uncertainties, no forecast of the unemployment rate has been made
for 1976.

3 Includes allowances for acceleration of energy research and development programs, civilian
agency pay raises, and contingencies.

*Less than $50 million.
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4 2 THE BUDGET FOR FISCAL YEAR 1975

ability to respond to issues in the future. Moreover, a good part
of the growing long-range uncontrollability of the budget, due to
increased commitments to assist individuals and State and local
governments, furthers the Administration's objective of improving the
effectiveness and responsiveness of government by permitting deci-
sions to be made by those closest to the problem. The outlook also
highlights the fact that our resources are not unlimited and that the
Nation must make Federal budget decisions within the constraints of
these longer range projections if an appropriate division of resources
between the Federal Government and the rest of the economy is to be
maintained.

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

1975



PERSPECTIVES ON THE BUDGET

This part of the budget discusses several subjects that relate to
budget totals and explains certain terms used in the budget message.
The first section explains budget authority and its relationship to
budget outlays. The second discusses budget funds and Federal debt
and how changes in Federal debt are related to budget fund surpluses
or deficits. This is followed by a section that reconciles the ostimates of
uncontrollable outlays for 1974 as originally published with the
figures that were actually realized. The final section, on fiscal activities
outside the Federal budget, examines the scope and nature of the
outlays of off-budget Federal agencies and privately owned Govern-
ment-sponsored enterprises.

BUDGET AUTHORITY

The Congress must provide budget authority, generally in the form
of appropriations, before Federal agencies can incur obligations that

BUDGET AUTHORITY
[In billions of dollars]

1974 1975 1976
Description actual estimate estimate

Available through current action by the Congress:
Enacted and pending 202.0 250.8
Proposed in this budget * 13.1 241.0
To be requested separately:

Under existing legislation : .2 .2
Upon enactment of proposed legislation —.5 2.3
Allowances:

Civilian agencies2 .8 8.3
Department of Defense—Military3 1.4

Subtotal available through current action by the Congress. 202.0 264.3 253. 3

Available without current action by the Congress (permanent au-
thorizations):

Trustfunds (existing law) 107.5 125.6 130.3
Interest on the public debt 29.3 32.9 36.0
Other 13.4 16.0 15.6

Deductions for offsetting receipts —38.3 —43.7 —49.4

Total budget authority 313.9 395.1 385.8

1 Includes proposed increases of $1.8 billion in 1975 and $2.0 billion in 1976 that are offset in the
totals by interfund transactions.

2 Includes allowances for energy tax equalization payments, civilian agency pay raises, and con-
tingencies.

3 Includes allowances for civilian and military pay raises for Department of Defense-

22
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commit the Government to make expenditures or loans. For 1976,
a total of $385.8 billion of new budget authority is recommended.

The Congress will have to act on $253.3 billion of this total new
budget authority proposed for 1976 in order for it to become available.
The remaining $132.6 billion will be available under existing laws
without further action by the Congress. Such authority consists
mainly of the receipts of most trust fund programs, which are auto-
matically appropriated by existing law, and interest on the public
debt, for which budget authority is automatically provided under a
permanent appropriation enacted in 1847.

Not all of the new budget authority provided for 1976 will be
obligated or spent in that year.

• Budget authority for most trust funds authorizes expenditure of
the funds7 receipts from special taxes and from Federal fund
payments to the trust funds, to be used as needed over a period
of years for benefit payments and other purposes specified by law.

• Budget authority for many construction and procurement pro-
grams covers the estimated full cost of projects at the time they
are started, although the outlays will occur over a number of
years as work on the projects progresses.

Relation of Budget Authority to Outlays —1976 Budget
Figures in brackets represent Federal funds only

$ Billions

New Authority
Recommended

for 1976
385.8
[291

To be spent in 1976

237.8
[208.9]

Outlays
in 1976
349.4
[254.2]

fcUnspent Authority
A Enacted in
W Prior Years

4 493.9
W [327.5]

To be spent
in Future Years

354.3
[254.3]

Authority m
for Outlays in ^
Future Years

502.4
[337.3]

NOTE: Tt.e diffeence beiw*** the total budget %Att«ftcl fexfetti fvwfc »fe<*m to hmtbm « M M » <* *»* &«*»* « * * *
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2 4 THE BUDGET FOR FISCAL YEAR 1976

• Budget authority for many insurance and direct or guaranteed
loan programs provides financing for a period of years, and may
include contingency amounts to be used only in the event of
defaults or other claims on the programs.

In keeping with the intent of the Congressional Budget Act of 1974,
the measure of budget authority for the subsidized housing programs
has been expanded in this budget. Budget authority for these programs
now reflects the maximum Federal payment permitted under new
authority to make contracts for very long periods, up to 40 years.
This change in treatment increases the unspent authority enacted in
previous years by $131 billion and is a further reason why some of
the budget authority provided for 1976 will not be spent until later
years.

As a result of these factors, a substantial amount of budget authority
carries over from one year to the next. Most of this is earmarked for
specific uses and is not available for new program proposals.

As shown in the preceding chart, $111.6 billion of outlays in 1976,
32% of the total, will be made under budget authority enacted in
previous years. Conversely, 38% of the new budget authority proposed
for 1976 will not result in outlays until future years.

BUDGET FUNDS AND THE FEDERAL DEBT

The budget is divided between two major groups of funds: Federal
funds and trust funds.

The Federal funds are derived mainly from taxes and borrowing.
Most of these funds are not restricted by law to any specific Govern-
ment purpose. The trust funds, on the other hand, collect certain
taxes and other receipts for specified purposes, such as the payment
of social security and unemployment insurance benefits.

The budget combines the receipts and outlays of both Federal funds
and trust funds and deducts the various transactions that occur be-
tween them. Hence, the Federal budget is called the "unified budget."
The budget generally displays the net transactions of the Federal
Government with the public, except for the transactions of the off-
budget Federal agencies. Thus, as is shown in the following table, the
unified budget surplus or deficit is the primary determinant of the
change in Federal debt held by the public.1 Since 1974, the deficit of
the off-budget Federal agencies has also become an important de-
terminant of the change in Federal debt held by the public.

The deficit expected for 1976 and the other factors noted in the
preceding table will increase the Federal debt held by the public from
$389.6 billion at the end of 1975 to $453.1 billion at the end of 1976.

1 Federal debt held by the public includes debt held by the Federal Reserve System.
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PERSPECTIVES

FINANCING AND CHANGE IN

[In billions of dollars]

Description

DEBT

1

OUTSTANDING

1974 1975

25

1976

Budget surplus or deficit ( - ) - 3 . 5 -34 .7 -51 .9

Surplus or deficit ( - ) of off-budget Federal agencies - 2 . 7 -13 . 9 -10 . 6

Total surplus or deficit ( - ) - 6 . 1 -48 .6 -62 .5

Means of financing other than borrowing from the public:

Decrease or increase (—) in cash and monetary assets 2. 5 3.1 —.4
Increase or decrease (—) in liabilities for:

Checks outstanding, etc —.9 1.5 —1.5
Deposit fund balances —* —.1 .2

Seigniorage on coins .3 .6 .7
Increment on gold 1.2

Total means of financing other than borrowing from the
public 3.1 5.1 - 1 . 0

Total requirements for borrowing from the public —3.0 —43.5 —63.5

Change in debt held by the public 3.0 43.5 63.5
Change in Federal agency investments in Federal debt:

Federal funds .7 .8 .7
Trust funds 14.9 8.6 3.4
Off-budget Federal agencies - . 9 - . 5 - . 2

Total change in Federal agency investments in Federal debt. 14.8 8.8 3.9

Change in gross Federal debt 17.8 52.3 67.4

•Less than $50 million.

As shown in the chart on the next page, the debt held by the public
has grown much more slowly than gross national product for most
years during the past two decades, although during 1975 and 1976
the debt held by the public is expected to grow faster.

Gross Federal debt is the sum of the debt held by the public and
the debt held by the Government itself, such as the investments in
Treasury debt by the social security trust funds. The Federal funds
deficit is the principal determinant of changes in gross Federal debt.
As of 1975, however, the off-budget agencies also have an important
effect.

Gross Federal debt is expected to rise from $538.5 billion on June 30,
1975, to $605.9 billion on June 30, 1976. As the lower section of the
preceding table indicates, $3.9 billion of this increase will be in debt
held by trust funds and other Federal agencies, reflecting mainly the
investment of trust fund surpluses in Treasury debt.
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Federal Debt as a Percent of GNP

Percent of GNP Per«ntofGNP

70 ~

1955
Fiscal Years

Gross Federal Debt

Debt Held By:

1 I Government Accounts

P;:;:;-;:J Federal Reserve System

• H Oilier

Federal Debt held
by the Public

- 7 0

- 6 0

- 5 0

- 4 0

1960

The gross Federal debt consists almost entirely of securities issued
by the Treasury Department. However, a few Government agencies
are authorized to issue their own debt instruments to the public or to
other Government agencies and funds. Such borrowing is part of the
gross Federal debt. At the end of 1974 the outstanding debt of such
agencies that was held by the public was $12.0 billion. This debt is
expected to fall by small amounts in 1975 and 1976 due to the opera-
tions of the recently established Federal Financing Bank, which
buys new issues of agency debt and finances its purchases through
Treasury borrowing. To prevent double-counting, these holdings are
not included in gross Federal debt. Consequently, the change in
agency debt is largely determined by the repayment of securities that
have matured.

Almost all Treasury debt issues are covered by a statutory debt
limit, but most borrowing by Federal agencies other than the Treasury
is excluded from this limit. The debt subject to statutory limit thus
includes not only most of the Federal debt held by the public but also
most of the Federal debt held internally by the Government itself.

The concept of Federal debt subject to statutory limit is roughly
consistent with the administrative budget concept that was used until
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the 1969 budget. The administrative budget was similar in concept
to the Federal funds part of the unified budget. As a result, changes in
the Federal debt subject to limit are more closely related to the Federal
funds surplus or deficit than to the unified budget surplus or deficit.2

FEDERAL FUNDS FINANCING AND CHANGE IN DEBT SUBJECT TO LIMIT
fin billions of dollars]

Description 1974 1975 1976
actual estimate estimate

Federal funds surplus or deficit ( - ) - 1 7 . 5 - 4 3 . 0 - 5 4 . 9
Effect of outlays of off-budget Federal agencies on debt subject

to limit - 1 . 2 -13 .7 -10 .4

Total, amount to be financed —18.7 —56.8 —65.3

Means of financing other than borrowing:
Decrease or increase (—) in cash and monetary assets 2. 5 3. 1 —.4
Increase or decrease (—) in liabilities for:

Checks outstanding, etc - 1 . 8 1.3 - 1 . 9
Deposit fund balances .1 —.1 .2

Seigniorage on coins .3 .6 .7
Increment on gold 1.2

Total, means of financing other than borrowing 2.3 4.9 —1.4
Decrease or increase (—) in Federal funds investments in Federal

debt - . 7 - . 8 - . 7
Increase or decrease (—) in Federal funds debt not subject to

limit .2 - . 2 - . 2

Total requirements for borrowing subject to debt limit —16. 9 —52. 8 —67. 6

Change in debt subject to limit 16.9 52.8 67.6

The Federal funds deficit in 1976 is estimated to be $54.9 billion,
and the debt subject to limit is estimated to increase by $67.6 billion.
The preceding table shows that the major source of the difference
between these two figures is the effect of the outlays of off-budget
agencies.

A substantial part of the Federal funds deficit—and, therefore, a
substantial part of the growth in debt subject to limit—is associated
with transactions between Federal funds and trust funds. These trans-
actions consist primarily of Federal funds payments to social insurance
trust funds (such as the Federal Government's contribution for
supplementary medical insurance and the Federal payment to finance
the unfunded liability of the civil service retirement fund) and interest
paid on Treasury debt held by trust funds.

2 Federal debt is discussed further in Special Analysis C, "Borrowing, Debt, and Investment," in
Special Analyses, Budget of the United States Government, Fiscal Year 1976.

580-000 O - 75 - 3
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2 8 THE BUDGET FOR FISCAL YEAR 1976

FEDERAL FUNDS RECEIPTS AND OUTLAYS

[In billions of dollars]

1974 1975 1976
Description actual estimate estimate

Outlays (by agency):
Department of Defense military functions and military assist-

ance l 79.0 85.0 92.6
Department of the Treasury:

Interest on the debt 29.3 32.9 36.0
Other 6.8 6.9 7.7

Department of Health, Education, and Welfare 30. 5 35.9 37. 3
Veterans Administration 13.2 15.2 15.3
Department of Agriculture 9.8 8.8 9.6
Department of Housing and Urban Development 4.8 5.5 7.1
All other agencies 25.5 38.1 40.5
Allowances2 .7 8.0

Total 198.7 229.0 254.2
Receipts 181.2 186.0 199.3

Deficit 17.5 43.0 54.9

Change in debt subject to limit 16.9 52.8 67.6

1 Includes allowances for civilian and military pay raises for Department of Defense.
2 Includes allowances for energy tax equalization payments, civilian agency pay raises, and con-

tingencies.

From 1965 through 1974, there was a cumulative Federal funds
deficit of $172 billion, of which $85 billion was attributable to trans-
actions with trust funds and the remaining $87 billion was attributable
to transactions with the public.3 As occurred in 1969, a significant
Federal funds deficit can exist when there are surpluses in the unified
budget and in the transactions of the Federal funds with the public.
The relevant figures for 1974 through 1976 are shown in the following
table:
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BUDGET SURPLUS OR DEFICIT ( - ) BY FUND GROUP1

[In billions of dollars]

1974 1975 1976
Description actual estimate estimate

Federal funds:
Transactions with the public —2.8 —23.7 —33.3

Transactions with trust funds —14.7 —19.4 —21.6

Total -17.5 -43.0 -54 .9

Trust funds:
Transactions with the public —.7 —11.0 —18.5

Transactions with Federal funds 14.7 19.4 21.6

Total 14.0 8.3 3.1

Budget total:
Federal funds -17.5 -43.0 -54 .9
Trustfunds 14.0 8.3 3.1

Total - 3 . 5 -34 .7 -51 .9

1 For purpose of presentation in this table, payments from Federal funds to the general revenue shar-
ing trust fund are treated as transactions with the public instead of transactions with a trust fund;
and the corresponding payments from the general revenue sharing trust fund to the public are accord-
ingly omitted. This is because the general revenue sharing trust fund has no independent source of
funding but serves only as a channel through which Federal funds money is paid to the public.

RECONCILIATION OF ACTUAL AND ESTIMATED
RELATIVELY UNCONTROLLABLE OUTLAYS

This section of the budget explains the differences between actual
outlays for major relatively uncontrollable programs in 1974—the last
completed fiscal year—with the original budget estimates for that
year. The Congressional Budget Act of 1974 (Public Law 93-344)
requires that this information be included in each budget, beginning
with the one for 1978, at which time it must be provided for 1976. The
information is being added to the budget 2 years earlier to facilitate
the transition to the new congressional budget review process.

Outlays are considered to be relatively uncontrollable in any one
year when Government decisions in that year can neither increase nor
decrease them without changing existing substantive law. The amounts
estimated for relatively uncontrollable outlays, however, may not be
actually realized for a number of reasons. For example, legislation
may raise benefit rates, the number of beneficiaries under a program
may differ from the number estimated, and external conditions such
as the interest rates required to sell Federal debt may differ from what
was assumed.
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3 0 THE BUDGET FOR FISCAL YEAR 1976

The following table shows the differences between actual outlays for
major relatively uncontrollable programs in 1974 and the estimated
amounts shown in the 1974 budget, which was transmitted to the
Congress in January 1973. The list of such programs in this table is the
same as in table 14 (Controllability of Budget Outlays) in Par t 9 of this
year 's budget. The January 1973 estimate of uncontrollable outlays
did not include the outlay effect of legislation being proposed. This
standard practice is consistent with the definition of uncontrollable
outlays stated above. Where legislation was enacted tha t significantly
affected relativehT uncontrollable outlays in 1974, it is identified in
the discussion below. As the table shows, actual outlays for un-
controllable programs, in total, were $2.1 billion higher than originally
estimated. The discussion below explains the major differences listed
in the table.

RELATIVELY UNCONTROLLABLE OUTLAYS FOR 1974

[In billions of dollars]

January Chance,
Descriptions 1973 Actual actual less

estimate 1 estimate

Open-ended programs and fixed costs:
Payments for individuals:

Social security and railroad retirement 56.6 57.6 1.0
Federal employees' retirement and insurance 9. 6 10.8 1.2

(Military retired pay) (4.7) (5.1) (.4)
(Other) (4.9) (5.7) (.8)

Unemployment assistance,. 5.9 6.5 .6
Veterans' benefits: pensions, compensation, education, and

insurance 9.1 10.0 .9
Medicare and medicaid 17.9 17.2 —.7
Housing payments 2.0 1.8 —.2
Public assistance and related programs 10.9 11.5 .6

Subtotal, payments for individuals 112.0 115.4 3.4
Net: interest 18.7 21.5 2.8
General revenue sharing 6.0 6.1 .1
Farm price supports (CCC) 2.7 1.0 - 1 . 7
Other open-ended programs and fixed costs 7.2 6.8 —.5

Total, open-ended programs and fixed costs 146. 7 150. 8 4. I
Outlays for prior-year contracts and obligations: 2

National defense 3 2 1 . 6 20.9 - . 7
Civilian programs 3 24.1 22.9 —1.3

Total, outlays from prior-year contracts and obligations__ 45. 7 43. 8 —2. 0

Total, relatively uncontrollable outlays 192.4 194. 5 2.1

1 Based on the controllability classification used in the 1976 budget.
2 Excluding prior-year contracts and obligations for activities shown as "open-ended programs

and fixed costs."
3 Adjusted to make the functional classification consistent with that used in the 1976 budget.
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Social security and railroad retirement outlays exceeded the original
estimate by $1.0 billion, with social security outlays up by $0.4 billion
and railroad retirement benefits up by $0.6 billion. The legislated 7%
benefit increase that became effective in March 1974 increased social
security outlays by almost $1.0 billion over the original estimate. This
increase was partly offset by an overestimate of the average level of
payments per beneficiary. The increase in railroad retirement benefits
was due almost entirely to legislation that extended temporary benefit
increases enacted in 1970, 1971, and 1972.

Outlays for Federal retirement and insurance programs were $1.2
billion higher than originally estimated. Much of this increase was
due to higher inflation, which produced larger and more frequent
cost-of-living increases than anticipated in the 1974 budget. Benefits
for these programs increase automatically whenever the consumer
price index goes up by 3% over the base period and maintains that
level for 3 months. The consumer price index for 1974 was about
6%% higher than estimated. In addition, the number of retirees was
greater than originally estimated. Finally, unanticipated changes in
the financing arrangements for the Federal employees life insurance
program raised outlays by $150 million.

The $0.6 billion increase in unemployment assistance is explained
partly by an underestimate of unemployment. The benefit estimates
in the 1974 budget were based on a 1974 unemployment rate of 4.6%,
as compared to the actual rate of 5.0% for that year. In addition,
legislation extending unemployment benefits (Public Laws 93-53 and
93-156) added $0.3 billion to the original estimate.

The $0.9 billion increase in veterans benefits was due largely to
unanticipated increases in the veterans readjustment benefits program
stemming from the GI Bill amendments of 1972 (Public Law 92-540).
In addition, legislation increased outlays for pension and burial bene-
fits by $0.1 billion (Public Laws 93-177 and 93-43).

Medicare outlays were $1.2 billion lower than originally estimated,
while medicaid outlays were $0.6 billion higher. The medicare short-
fall resulted largely from an overestimate of hospital insurance benefits
for the disabled, who were first covered by medicare in 1974. This
new program was utilized considerably less than anticipated. The
original estimate of medicaid outlays assumed that States would re-
spond to legislation enacted in 1972 that permitted them to reduce
expenditures below existing levels (Public Law 92-603). The $0.6
billion increase in medicaid outlays was due primarily to the States
not making these changes.

The $0.2 billion overestimate of housing payments resulted from a
shortfall in the estimated number of subsidized units under payment
at the end of the year. Fewer units were financed because of unan-
ticipated delays in processing applications for multifamily housing due
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3 2 THE BUDGET FOR FISCAL YEAR 19 76

to environmental and other reviews, and because of delays in imple-
menting the new leased housing program.

Outlays for public assistance and related programs were $0.6 billion
higher than originally estimated, with virtually all the increase for food
stamp payments. This upward revision resulted in large part from the
Agriculture and Consumer Protection Act of 1973 (Public Law 93-86),
which mandated a 22% increase in the food stamp allotment and a
major expansion of the eligible population. Cash outlays for public
assistance, disabled coal miner benefits, and the supplemental security
income program were all within $0.1 billion of the original estimate.

The single largest revision in 1974 uncontrollable outlays was an
increase of $2.8 billion for net interest. The original estimate assumed
that the average rate on Treasury bills would remain at its December
1972 level of about 5%. Short-term rates increased sharply from this
level, however, and a year later the average rate on Treasury bills was
a full 3 percentage points higher. This sharp increase in interest rates
more than offset the effect of lower amounts of debt outstanding than
had originally been estimated.

The $1.7 billion lower payment for farm price supports resulted
from large increases in commodity prices due to a shortfall in world
agricultural output and the devaluation of the dollar. The higher
prices, especially for grain, reduced outlays for price support loans
(—$1.1 billion), commodity purchases (—$0.3 billion), and extension
of export credit (—$0.3 billion).

Outlays from prior-year contracts and obligations were $2.0 billion
lower than originally estimated, with most of the overestimate in
civilian programs. The major overestimates were for the Environ-
mental Protection Agency (—$0.8 billion) and the Department of
Agriculture (—$0.4 billion).

FISCAL ACTIVITIES OUTSIDE THE FEDERAL BUDGET

The budget does not include several fiscal activities of the Federal
Government that result in spending similar to budget outlays. Two
major exclusions—the off-budget activities of Federal agencies and the
activities of privately owned Government-sponsored enterprises4—are
discussed in some detail below.5

Outlays of off-budget Federal agencies and Government-
sponsored enterprises.—Off-budget Federal agencies are federally
owned and controlled, but their transactions have been excluded from
the budget totals under provisions of law. Therefore, their fiscal
activities are not reflected in either budget outlays or the budget sur-

4 Detailed financial statements for these organizations are contained in "Annexed Budgets," Part
IV of the Appendix, Budget of the United States Government, Fiscal Year 1976.

5 The Exchange Stabilization Fund and the Board of Governors of the Federal Reserve System
(but not the Federal Reserve banks) are Federal entities. They are excluded from the budget and from
this discussion.
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plus or deficit, and appropriations requests for their off-budget activ-
ities are not included in the totals of budget authority. The debt of
these agencies is part of the gross Federal debt but is not subject to the
statutory debt limit.

The first off-budget agency excluded from the unified budget was the
Export-Import Bank (excluded by statute as of Aug. 17, 1971),
although prior to the adoption of the unified budget for 1969 the
substantial trust fund activity of the Federal Government was not
included in the administrative budget. Since 1972, the Postal Service
fund, the Rural Telephone Bank, the lending activities that became
the Rural Electrification and Telephone revolving fund, and the
Housing for the Elderly or Handicapped fund were removed from the
budget;6 and the Environmental Financing Authority fund,7 the
Federal Financing Bank, the United States Railway Association, and
the Pension Benefit Guaranty Corporation were established outside
the budget. Under recent law the Export-Import Bank will be returned
to the budget as of October 1, 1976. The budget totals still include
administrative expenses of the Rural Electrification Administration
lending programs and the United States Railway Association, and
they also include subsidies paid to the Postal Service and the
Environmental Financing Authority.

While the budget authority and outlays of off-budget activities are
excluded from the budget totals, not all of these activities are excluded
from Presidential and congressional review. For example, a limitation
on the program activity of the Export-Import Bank is established
annually by law. Furthermore, the Congressional Budget and Im-
poundment Control Act of 1974 calls for the newly created Committees
on the Budget of the House of Representatives and the Senate to study
on a continuing basis those provisions of law that exclude any outlays
of Federal agencies from the budget. From time to time these com-
mittees are to report to their respective Houses their recommendations
for terminating or modifying such provisions.

Government-sponsored enterprises were established and chartered
by the Federal Government to perform specialized functions that were
needed to achieve national objectives. The earlier enterprises were all
created with partial or full Government ownership and direct Govern-
ment control, but, in time, they were converted to private ownership
and some new enterprises were established as privately owned insti-
tutions. The current rule governing the budget treatment of these
enterprises was established in 1967 in accordance with a recommenda-
tion by the President's Commission on Budget Concepts. The Com-
mission, whose report led to the adoption of the unified budget,

8 The historical data for unified budget outlays include off-budget Federal agencies until their
removal from the budget and include Government-sponsored enterprises for periods when they had
any Government ownership.

7 The Environmental Financing Authority will go out of existence on June 30, 1975.
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3 4 THE BUDGET FOR FISCAL YEAR 1976

recommended that the budget exclude those Government-sponsored
enterprises that are entirely privately owned.

The Federal Land Banks and Federal Home Loan Banks had
become fully privately owned by 1952 and therefore have always been
excluded from the unified budget. The Federal National Mortgage
Association, the Banks for Cooperatives, and the Federal Intermediate
Credit Banks became wholly privately owned by repaying their Fed-
eral equity capital during 1969 and were accordingly removed from
the budget. The Federal Home Loan Mortgage Corporation and the
Student Loan Marketing Association were subsequently established
with full private ownership.

COMPARISON OF OUTLAYS FOR THE UNIFIED BUDGET, OFF-BUDGET FEDERAL
AGENCIES, AND GOVERNMENT-SPONSORED ENTERPRISES

[In billions of dollars]

1954
1955

1956
1957
1958
1959
1960

19611
1962
1963
1964
1965

1966
1967
1968
1969
1970_

1971
1972
1973
1974
1975 estimate
1976 estimate

Fiscal year Unified

70.9
68.5

70.5
76.7
82.6
92.1

_ 92.2

97.8
106.8
111.3
118.6
118.4

134.7
158.3
178.8
184.5
196.6

211.4
231.9
246.5
268.4
313.4

. 349.4

Outlays i

Off-budget

0.1
.6

2.7
13.9
10.6

Government-

- 0 . 3
.2

.4

.1
- . 5
1.1
.4

- . 3
1.1
.5

1.8
1.2

1.9
- 2 . 9

1.7
4.3
9.6

*
4.1

10.8
14.6
14.5
7.2

*Less than $50 million.
1 To prevent double-counting, outlays of off-budget Federal agencies exclude loans to other off-

budget Federal agencies and to other Federal agencies; and outlays of Government-sponsored
enterprises exclude loans to other Government-sponsored enterprises and loans to or from Federal
agencies.
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Except for the Postal Service and the Pension Benefit Guaranty
Corporation, the excluded outlays of both the off-budget Federal
agencies and the Government-sponsored enterprises are for loan
programs. These programs are similar to the direct loan programs
in the unified budget. The outlays of most of these loan programs
reflect primarily, but not solely, the difference between new loans
disbursed and repayments of principal. For example, during 1974 new
loans disbursed by the excluded programs equaled $42.5 billion and
repayments were $23.4 billion. The outlays of the excluded loan pro-
grams were $16.4 billion. Like direct loans in the budget, the loans of
the excluded programs are designed to direct economic resources
toward particular uses. They also provide some stimulus to aggregate
economic activity, although this is offset to a degree in that their net
lending has to be financed largely by borrowing from the financial
markets just as does a deficit in the budget. The Government-
sponsored enterprises primarily support housing and also support
agriculture and higher education.

In the preceding table, the excluded outlays of the off-budget Federal
agencies and the privately owned Government-sponsored enterprises
are compared with the unified budget outlays. The outlays of off-
budget agencies began at a negligible amount in 1972 but have grown
rapidly since then, in part because more off-budget agencies have been
created. The following table shows the extent to which the outlays in
1974-76 are due to one new off-budget agency, the Federal Financing
Bank (in billions of dollars) :

1974 1975 1976

Federal Financing Bank 0.1 10.6 5.8
Other off-budget Federal agencies 2.6 3.4 4.9

Total 2.7 13.9 10.6

As brought out in this table, the credit activities of the Federal
Financing Bank account for the greater part of the expansion in off-
budget outlays in 1975-76 compared to 1974 and account completely
for the fluctuation in outlays during these years. The fluctuation is
almost all due to a much larger purchase of Government-guaranteed
loans in 1975 than in 1976. During 1975 and 1976 the outlays of the
other off-budget agencies also grow sizeably, especially for the Postal
Service, Export-Import Bank, and U.S. Railway Association. Alto-
gether, the outlays of off-budget Federal agencies are expected to equal
4.4% of budget outlays in 1975 and 3.0% of budget outlays in 1976.
As shown in the table on page 25, the outlays of the off-budget Federal
agencies are added to the unified budget deficit to comprise the total
Government deficit that has to be financed by borrowing from the
public or by other means.

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

1976



3 6 THE BUDGET FOR FISCAL YEAR 1976

The outlays of the Government-sponsored enterprises have likewise
grown—from small amounts in the early 1960's to an average of $7.8
billion, or 3.4% of budget outlays, during 1970-74, when more
Government-sponsored enterprises were outside the budget. In 1975
and 1976 these enterprises are expected to spend $14.5 billion and
$7.2 billion, respectively, which are equal to 4.6% and 2.0% of budget
outlays.

In large part because the excluded outlays are primarily for credit
programs, they have certain characteristics that tend to differentiate
them from most budget outlays. This can be seen most clearly with
respect to the Government-sponsored enterprises, several of which
have operated outside the budget long enough for comparisons to be
made.

One distinguishing characteristic is that the excluded outlays are
more volatile than total budget outlays, although they are not more
volatile than some of the individual programs within the budget. As
the table shows, the outlays of the Government-sponsored enterprises
have fluctuated by large amounts on several occasions, particularly
since the mid-1960Js. The most important reason has been the cyclical
nature of mortgage lending and institutional deposit flows, which for
certain of the enterprises leads to large swings in lending, the repay-
ment of past loans they have made, and the sale of assets. In some
years these factors have even produced large negative outlays for
the Federal Home Loan Banks. A large change in the outlays of
Government-sponsored enterprises is expected to occur in 1976, with
a total decrease of $7.3 billion from the year before. This will be due
primarily to a decline in the credit advanced by the Federal Home
Loan Banks to their member savings institutions and to a decrease in
the mortgage purchases by the Federal National Mortgage Association
and the Federal Home Loan Mortgage Corporation.

Another distinction is that the outlays of Government-sponsored
enterprises are less predictable than total outlays in the unified
budget, and for much the same reason that they are so volatile. In 4
of the 5 years from 1970 to 1974, the absolute difference between the
actual outlays and the original budget estimate of outlays was greater
for the Government-sponsored enterprises as a group than for the
entire unified budget—which is over 20 times larger. During this period
the absolute difference averaged $4.8 billion for these enterprises,
which is greater than the $3.0 billion average absolute difference for
the unified budget.

Other fiscal activities.—Several other fiscal activities not meas-
ured in the budget also have economic impacts. The tax structure
affects the economy not only by providing the Government with
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receipts, which the budget does measure, but also by changing the
allocation of resources among private uses and the distribution of
income among persons. Some of these effects are discussed as "tax
expenditures" in Part 5 of the Budget, notably in the introduction,
and in Special Analysis F, "Tax Expenditures." 8

Credit guarantees are another significant fiscal activity not meas-
ured in the budget. They influence economic resources toward par-
ticular uses, especially toward housing, and provide some stimulus to
total spending in the economy. The outstanding guaranteed loans
held by the public are large and have grown substantially each year.
By the end of 1974 they were $153. 2 billion. They are expected to
grow $0.8 billion during 1975 and $7.7 billion during 1976, reaching
the sum of $161.7 billion by the end of 1976. The total impact of
guaranteed loans on the economy is uncertain, however, since some
portion of the private loans that were guaranteed might have been
made anyway.9

8 See Special Analyses, Budget of the United States Government, Fiscal Year 1976.
8 For further discussion see Special Analysis E, "Federal Credit Programs," in Special Analyses,

Budget of the United States Government, Fiscal Year 1976.
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PERSPECTIVES ON THE BUDGET

This part presents the budget totals and explains briefly several
topics that help to place the budget in perspective.

THE BUDGET TOTALS

[In billions of dollars]

Description 1975 1976 TQ 1977
actual estimate estimate estimate

Budget receipts 281.0 297.5 81.9 351.3

Budget outlays 324.6 373.5 98.0 394.2

Deficit ( - ) -43.6 -76.0 -16.1 -43.0

Budget authority 412.1 408.4 88.1 433.4

One of the sections that follows compares the original estimates
of certain 1975 outlays with the actual results for that year. This
comparison demonstrates several key points:

—Budget outlays and receipts for the current and future years are
estimates.

—The President's budget is his principal statement of priorities for
the Federal Government and is predicated on acceptance of his
proposals for appropriations, for legislative change, and for
deferrals and rescissions

—For a variety of reasons, the estimates now presented will undergo
change as we move closer to 1977 and then into that year.

Notwithstanding every effort to refine and apply the best estimating
techniques available, the estimates set forth in the budget will turn
out to be different from the actual figures recorded at the end of 1977—
a year and 8 months away. There will be many reasons for the differ-
ences. Economic assumptions, covered in Part 3, rarely are precisely
accurate. Differences between actual economic conditions and those
assumed can materially affect both outlays and receipts. Furthermore,
in many programs benefits are paid automatically to those who meet
specified criteria. Thus, the rate at which individuals or States and
localities apply for benefits can have a major effect on the level of
Federal spending. Particularly in the case of new programs, or pro-
grams that have recently undergone substantial change, the number
of eligible applicants is difficult to predict accurately. Finally, con-
gressional action on or affecting the budget, subsequent Presidential
decisions, and other factors can also cause substantial changes to the
budget estimates.

This part also discusses certain concepts not directly reflected in
total budget outlays but very closely related, such as the off-budget
Federal agencies and the privately owned Government-sponsored

2
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PERSPECTIVES 3

enterprises. Finally, it covers the concepts of Federal funds and trust
funds, and Federal debt. These discussions demonstrate strongly that
budget outlays and budget authority give only a part, albeit a funda-
mental part, of the picture with respect to the financial position
and plans of the Federal Government.

Differing perspectives on both the totals and the details are also
presented in this part and throughout the budget documents by use of
different classifications. While the details of the budget are shown by
agency and by budget account, the major classification of the budget
totals is in terms of functions or purposes being served. As is noted in
the introduction to Part 5 of this document, the functional classifica-
tion has taken on a major new role now that the Congress is using it as
a basis for budget review.

One additional perspective is crucial. Where we are headed in the
next few years—particularly as to the growth in Federal spending—
is determined in large measure by substantive laws and appropria-
tions already enacted and programmatic actions already taken. For
example, many billions of outlays represent payment of obligations
that must be met. These include interest on the public debt and pay-
ments coming due on a wide variety of contracts already signed. The
Federal Government is committed to future payments for bridges,
dams, water reclamation projects, waterways, military equipment,
sewage treatment plants, research and development, subsidies for
lower income housing, community development projects, and much
more. About one-quarter of 1977 outlays are so committed. Moreover,
major Federal responsibilities often cannot be altered rapidly. It is
possible to increase or decrease outlays for our national parks, the
Forest Service, or the Department of the Treasury, but sharply cur-
tailing or eliminating such activities in a short period of time is not
practical.

It is for this reason that the budget document has increasingly
emphasized projections for the years beyond the budget year. Part 3
of this document contains estimates through 1981, as now required by
the Congressional Budget Act. Even greater emphasis has been placed
on future budget trends by including in the discussion of the budget
by function, in Part 5, specific references to 1978 outlays where the
outyear impact is particularly important.

The sections in this part of the volume are also complemented by
Part 6, which summarizes the budget process and defines the most
significant terms used in the budget documents.

BUDGET AUTHORITY

The Congress must provide budget authority, generally in the form
of appropriations, before Federal agencies can obligate the Govern-
ment to make outlays. For 1977, a total of $433.4 billion of new budget
authority is recommended.
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THE BUDGET FOR FISCAL YEAR 1977

BUDGET AUTHORITY

[In billions of dollars]

Description 1975 1976 TQ 1977
actual estimate estimate estimate

Available through current action by the Congress:
Enacted and pending:

Appropriations __ 271.1
Supplemental requests pending
Rescissions pending

Proposed in this budget:
1977 appropriation requests
Amendments to 1976 and TQ appropriations
Supplemental requests

To be requested separately:
Under existing legislation
Upon enactment of proposed legislation
Allowances:

Civilian agencies1

Department of Defense—Military 2

248.4
*

-2 .3

2.4
7.5

1.2
.9

.2

.1

49.8 _
*

- . 3

.4
2.1

.1
- . 1

.2
*

260.0

1.4

.6
2.1

2.6
1.6

Subtotal, available through current action by
the Congress 271.1 258.3 52.2 268.3

Available without current action by the Congress
(permanent authorizations):3

Trust funds (existing law)
Interest on the public debt
Other

Deductions for offsetting receipts - 4 0 . 2

128.7
32.7
19.8

-40.2

143.3
37.7
23.3

-54.3

33.6
10.4
2.5

-10.7

164.1
45.0
18.3

-62.4

Total, budget authority. 412.1 408.4 88.1 433.4

"'Less than $50 million.
1 Includes allowances for civilian agency pay raises and contingencies.
2 Includes allowances for civilian and military pay raises for Department of Defense.
3 Allowances for relatively uncontrollable programs with permanent authorizations are estimated

at zero.

Congressional action on $ 268.3 billion of the new budget authority-
proposed for 1977 is required for it to become available. The remaining
$165.1 billion will be available under existing laws. Such latter au-
thority consists mainly of trust fund receipts, which in most programs
are automatically appropriated by existing law, and interest on the
public debt, for which budget authority is automatically provided
under a permanent appropriation enacted in 1847.

Not all of the new budget authority for 1977 will be obligated or
spent in that year.

• Budget authority for most trust funds authorizes the expenditure
of the funds' receipts from special taxes and contributions and
from Federal fund payments to the trust funds, to be used as
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needed over a period of years for benefit payments and other
purposes specified by law.

• Budget authority for many construction and procurement
programs covers the estimated full cost of projects at the time
they are started, although the outlays will occur over a number
of years as work on the projects progresses.

• Budget authority for the subsidized housing programs is equal to
the maximum Federal payment expected under new authority to
make contracts, which extend over long periods of up to 40 years.

• Budget authority for many direct loan programs provides financ-
ing for a period of years; budget authority for many insurance
and guaranteed loan programs consists of amounts to be used only
in the event of defaults or other claims on the programs.

As a result of these factors, a substantial amount of budget authority
carries over from one year to the next. Most of this is earmarked for
specific uses and is not available for new program proposals.

Relation of Budget Authority to Outlays —1977 Budget
Figures in brackets represent Federal funds only

$ Billions

New Authority ^
Recommended '

for 1977 r—
433.4

To be spent in 1977

281.3
[231.8]

Outlays
in 1977
394.2
[286.2]

W Unspent Authority
Enacted in
Prior Years

510.5
[344.9]

To be spent

in Future Years

402.7
[295.6]

Unspent Authority^
for Outlays in
Future Years

554.8
[375.7]

NOTE; The rfiffftr^e befwwuhe fotd bad** %«»* w d fecfatti fond* dwwn in brocks amsisfe a* *m* tends am* i«
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6 THE BUDGET FOR FISCAL YEAR 1977

As shown in the preceding chart, $112.9 billion of outlays in 1977,
29% of the total, will be made under budget authority enacted in
previous years. Conversely, $152.1 billion of the new budget authority
proposed for 1977, which is 35% of the total amount proposed, will
not result in outlays until future years. Some budget authority will be
written off and expire without being spent.

Once budget authority is provided, the Congressional Budget and
Impoundment Control Act requires that any amounts withheld from
use must be reported to the Congress in rescission or deferral messages.
The Congress may require release of funds by overturning the proposed
deferral or by not taking action on the proposed rescission of budget
authority.

RECONCILIATION OF ACTUAL AND ESTIMATED OUTLAYS
THAT ARE RELATIVELY UNCONTROLLABLE UNDER
EXISTING LAW

This section of the budget explains the differences between the
actual 1975 outlays for major programs that have relatively uncon-
trollable outlays and the amounts estimated in the 1975 budget, which
was transmitted to the Congress in February 1974.

Outlays are defined as relatively uncontrollable in any one year
when the President's decisions in that year can neither increase nor
decrease them without a change in substantive law. That is, under
existing law these outlays depend generally upon factors that are
beyond administrative control, such as benefit payments that bene-
ficiaries are entitled to by law or contractual agreements or other
legally binding commitments that have already been made.

The amounts estimated in the budget for relatively uncontrollable
outlays may differ from the actual outlays for a number of reasons.
For example, legislation may change benefit rates or coverage; the
number of beneficiaries under a program may differ from the number
estimated; or economic conditions (such as the interest rates required
for Federal borrowing) may differ from what was assumed.

The following table shows the differences between actual outlays
for relatively uncontrollable programs in 1975 and the estimated
amounts shown in the 1975 budget. The list of such programs in this
table is the same as in table 16 (Controllability of Budget Outlays) in
Part 8 of this year's budget.

The February 1974 estimate of uncontrollable outlays did not
include the outlay effect of legislation then being proposed. This is
standard practice consistent with the definition of uncontrollable
outlays stated above. Where legislation was enacted that significantly
affected relatively uncontrollable outlays in 1975, it is identified in the
discussion below.
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As the table shows, actual outlays for relatively uncontrollable
programs were $12.1 billion higher than originally estimated. The two
components of this total, open-ended programs and fixed costs and
outlays from prior-year contracts and obligations, accounted for
$13.7 billion and —$1.6 billion of this difference, respectively. The
former programs are composed mainly of benefit programs, grants, and
subsidies for which eligibility is automatic or fixed by law; interest
payments; and payments for the legislative and judicial branches,
which the President must—by law—include in the budget without
change.

RELATIVELY UNCONTROLLABLE OUTLAYS FOR 1975
[In billions of dollars]

Description
February

1974
estimate

Actual
Change
from
1974

estimate

Open-ended programs and fixed costs:
Payments for individuals:

Social security and railroad retirement 67.2
Federal employees' retirement and insurance 13.3

(Military retired pay) 2 (6.0)
(Other) 3(7.3)

Unemployment assistance 7.5
Veterans benefits: Pensions, compensation, education, and

insurance 9. 6
Medicare and medicaid 20. 8
Housing payments 2. 3
Public assistance and related programs 4 15.4

Subtotal, payments for individuals ^ 2 4 135.9
Net interest 22.0
General revenue sharing 6.2
Farm price supports (CCC) .9
Other open-ended programs and fixed costs 8.1

168.4
13.3
(6.2)
(7.1)
14.0

12.4
21.6
2.1
16.9

148.7
23.3
6.1
.6

8.0

1.2
*
(.2)

(-.2)
6.5

2.9
.9

- . 2
1.5

12.9
1.3

- . 1
4

- . 1

Total, open-ended programs and fixed costs 2 4 173. 1 186.8 13. 7

Outlays from prior-year contracts and obligations:5

National defense 23.7 23.6 - . 1
Civilian programs 28.6 27.1 —1.5

Total, outlays from prior-year contracts and obligations 52. 3 50. 7 —1.6

Total, relatively uncontrollable outlays 2 4 225.4 237.5 12.1

*Less than $50 million.
1 Includes $1.7 billion of special benefits resulting from the Tax Reduction Act of 1975.
2 Based on controllability classification used in the 1977 budget. Additional outlays of $0.3

billion, which had been projected in February 1974 to result from automatic cost-of-living in-
creases under existing law, are now included as uncontrollable outlays.

3 Incorrectly shown as $7.1 billion in the 1975 budget.
4 Based on controllability classification used in the 1977 budget. Additional outlays of $1.3 billion,

which was the 1974 outlay projection for the child nutrition programs, are now included as rela-
tively uncontrollable outlays.

6 Excludes prior-year contracts and obligations for activities show above as "open-ended pro-
grams and fixed costs."

210-000 O - 76 - 2
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8 THE BUDGET FOR FISCAL YEAR 1977

Most of the $12.9 billion underestimate in payments for individuals
can be explained by differences between assumed and actual economic
conditions and the effects of new legislation. Over a third of this
amount can be explained by the effect on outlays of a higher than as-
sumed rate of unemployment. This higher rate is responsible for most
of the outlay increase in unemployment assistance and part of the
increase in both public assistance and veterans readjustment outlays.
Changes in law subsequent to the budget submission also account
for over a third of the underestimate in payments for individuals.

Social security and railroad retirement outlays were $1.2 billion
greater than originally estimated. The Tax Reduction Act of 1975
(Public Law 94-12) increased social security and railroad retirement
outlays $1.7 billion by providing a $50 payment to beneficiaries of
these and certain other programs. Railroad retirement outlays were
higher by an additional $0.3 billion due to benefit increases enacted
by the Railroad Retirement Act of 1974 (Public Law 93-58). Partially
offsetting these increases was a $0.8 billion reduction in social
security benefits due to a smaller number of beneficiaries than
originally estimated.

Outlays for Federal employees' retirement and insurance were
almost the same as estimated in the 1975 budget. There were, how-
ever, offsetting changes in the component programs, consisting of
a $0.2 billion overestimate for the civilian retirement programs and
a $0.2 billion underestimate for military retired pay. The lower out-
lays for civilian retirement resulted from overestimates of the number
of annuitants ( — $0.3 billion) and of the amount of refunds to workers
leaving Federal employment ( — $0.1 billion), partially offset by a $0.2
billion increase due to higher than expected inflation. Military retired
pay was underestimated by $0.2 billion due to the higher rate of in-
flation.

The largest revision in uncontrollable outlays was the $6.5 billion
increase in unemployment assistance. The original estimate assumed
an unemployment rate of 5.7% for 1975, as compared to the actual
rate of 7.3%. This higher rate increased unemployment assistance
outlays by about $4 billion, given the benefit coverage assumed in
the original estimate, and an underestimate in the benefits and cover-
age under then existing law contributed about $1 billion. In addition,
the higher unemployment prompted legislation that extended the
length of entitlement to benefit payments beyond the time workers
would normally be eligible and provided benefits to workers not pre-
viously covered (Public Laws 93-567 and 93-572). The legislation
added $1.5 billion to the original estimate.

Outlays for veterans benefits were $2.9 billion above the original
estimate. The Vietnam Veterans Readjustment Act of 1974 (Public
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Law 93-508) extended the coverage and amount of education benefits
above what was estimated in the 1975 budget. The 22.7% increase in
monthly payments and the extension of some entitlements for an addi-
tional 9 months are the major components of the act that added
nearly $1.0 billion to the 1975 outlay estimate. Passage of the Veterans
and Survivors Pension Adjustment Act of 1974 (Public Law 93-527),
which increased income limitations and liberalized provisions relating
to payment of pensions and survivors' compensation, added $0.2
billion to 1975 outlays. In addition, outlays were increased $1.7 billion
due to an unanticipated increase in beneficiary caseloads in the
readjustment, compensation, and pension programs and higher than
expected average benefit levels in the latter two programs.

Outlays for medicare were $0.6 billion higher than estimated and
those for medicaid were $0.3 billion higher. The increased outlays for
medicare resulted largely from greater than anticipated increases in
enrollee utilization rates (for example, number of hospital days or
physician visits per enrollee) under the hospital insurance (HI) and
supplemental medical insurance (SMI) programs. The HI utilization
rate for 1975 was estimated to increase by 0.7%, as compared to an
actual increase of 5.0%. For SMI, the estimated utilization rate in-
crease was 1.7%, as compared to an actual increase of 7.2%. A higher
than expected rise in medical costs also contributed to the under-
estimate of medicare outlays in 1975 and was the primary factor that
resulted in underestimating medicaid outlays.

Housing payments were $0.2 billion less than anticipated in the
1975 budget because the number of previously approved subsidized
housing units that actually became available for occupancy in 1975
was smaller than expected.

Public assistance outlays in 1975, which include public assistance
cash payments, food stamps, and child nutrition programs, were $1.5
billion higher than estimated. Increased caseloads and higher average
benefit levels in the public assistance cash payments program accounted
for $0.6 billion of the increase, while higher than expected participation
in the food stamp program increased outlays by $0.7 billion. Increases
beyond what had been assumed for the rate of inflation and for the
program participation rate in the child nutrition programs account for
the remaining $0.2 billion of the underestimate.

Net interest in 1975 was $1.3 billion above the original estimate.
This is almost entirely due to more debt being held by the public
than originally estimated. At the beginning of 1975, some 5 months
after the budget submission, debt held by the public was $346 billion,
very near the original estimate. However, by the end of the fiscal
year, debt held by the public was $397 billion, $38 billion more than
the original estimate of $359 billion.
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10 THE BUDGET FOR FISCAL YEAR 1977

As a result of lower than anticipated agricultural output, especially
grains, commodity prices were higher than expected. This reduced
outlays for price support loans by $0.6 billion and export credits by
$0.1 billion. However, another result of the smaller crop was to
increase outlays for direct payments by $0.4 billion above the budget
estimate. The net effect was a $350 million lower outlay total for farm
price supports than had been estimated in the 1975 budget.

Outlays from prior-year contracts and obligations were $1.6 billion
lower than originally estimated in the 1975 budget. The major under-
estimate was for the Department of Housing and Urban Develop-
ment ($1.8 billion) and the larger overestimates were for the Environ-
mental Protection Agency (—$1.7 billion), the Department of Health,
Education, and Welfare (—$1.0 billion), and the Department of
Transportation (—$1.0 billion).

OFF-BUDGET AND OTHER FISCAL ACTIVITIES

The budget does not include a number of fiscal activities of the
Federal Government that result in spending similar to budget outlays.
Two major exclusions—the off-budget activities of Federal agencies
and the activities of privately owned Government-sponsored enter-
prises 1—-are discussed in some detail below.2 Federal and federally
assisted credit activities, only part of which (direct loans) is on budget,
also have significant effects on the economy. The Federal debt has
become, of course, a major force in the financial markets. These
topics, too, are discussed below.

OFF-BUDGET AND OTHER FISCAL ACTIVITIES
[In billions of dollars]

1974 1975 1976 TQ 1977
Description actual actual est. est. est.

Outlays:
Off-budget Federal agencies._ 2.7 9.5 9.3 4.0 11.1
Government-sponsored enterprises 14.5 7.0 8.1 4.3 14.6

Outstanding Federal and federally assisted
credit, end of fiscal period: 1

Direct loans-on budget 46.0 49.8 54.1 55.2 68.8
Direct loans—off budget 15.4 24.4 32.3 35.6 34.4
Guaranteed and insured loans2 153.0 158.7 171.8 172.2 174.6
Government-sponsored enterprise loans.. 71.1 79.6 88.6 92.9 109.6

Outstanding debt, end of fiscal period:
Gross Federal debt 486.2 544.1 633.9 652.8 719.5
Debt held by the public 346.1 396.9 484.4 504.4 558. 2

1 See Special Analysis E, Federal Credit Programs, published in a separate volume.
2 Excludes loans held by Government accounts and Government-sponsored enterprises.

1 Detailed financial statements for these organizations are contained in Annexed Budgets,
Part IV of the Appendix, Budget of the United States Government. Fiscal Year 1977.

2 The Exchange Stabilization Fund and the Board of Governors of the Federal Reserve System
(but not the Federal Reserve banks) are Federal entities. They are excluded from the budget and
from this discussion.
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PERSPECTIVES 11

Outlays of off-budget Federal agencies and Government-
sponsored enterprises.—Of-budget Federal agencies are federally
owned and controlled, but their transactions have been excluded from
the budget totals under provisions of law. Therefore, their fiscal activi-
ties are not reflected in either budget outlays or the budget surplus or
deficit, and appropriation requests for their activities are not included
in the totals of budget authority. The debt of these agencies is part of
the gross Federal debt but is not subject to the statutory debt limit.
As shown in the table on page 16, the outlays of the off-budget Federal
agencies are added to the unified budget deficit to comprise the total
Government deficit that has to be financed by borrowing from the
public or by other means.

The first off-budget agency excluded from the unified budget was
the Export-Import Bank (excluded by statute as of August 17, 1971).
This removal was the first departure from the concept of the unified
budget, which had been adopted for 1969 and which combined the
administrative budget with the substantial trust fund activity of the
Federal Government. Since 1972 further departures from a unified
budget have occurred. The Postal Service fund, the Rural Telephone
Bank, the lending activities that became the Rural Electrification and
Telephone revolving fund, and the Housing for the Elderly or Handi-
capped fund were removed from the budget. The Environmental
Financing Authority fund,3 the Federal Financing Bank, the United
States Railway Association, and the Pension Benefit Guaranty
Corporation were established off-budget.

Under legislation proposed last fall, the Energy Independence
Authority would be established as a Government corporation to assist
the development of domestic sources of energy. While transactions of
the corporation will be off-budget, the net gains or losses of the Author-
ity will be recorded in the budget.

According to current law the Export-Import Bank will be returned
to the budget as of October 1, 1976, the beginning of fiscal year 1977.
Legislation has been proposed to make a similar, though partial, shift
for the United States Railway Association. Its lending program for
ConRail, which will comprise almost all of its outlays, will be on-
budget starting later in 1976. The budget totals currently include the
administrative expenses of the Rural Electrification Administration
lending programs and of the United States Railway Association, and
they also include the subsidies paid to the Postal Service.

3 The Environmental Financing Authority expired on June 30, 1975, without having conducted
any operations.
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12 THE BUDGET FOR FISCAL YEAR 1977

While the budget authority and outlays of off-budget activities are
excluded from the budget totals, not all of these activities are excluded
from Presidential and congressional review. For example, limits to the
amount of new lending by the Rural Electrification and Telephone re-
volving fund are set annually by law, and the outstanding debt and
annual borrowing of the Postal Service are limited by statute.

In many cases there is little or no justification for off-budget
treatment. The Congressional Budget Act of 1974 calls for the Com-
mittees on the Budget of the House of Representatives and the
Senate to study on a continuing basis those provisions of law that
exclude any outlays of Federal agencies from the budget and to report
to their respective Houses their recommendations for terminating or
modifying such provisions.

Government-sponsored enterprises were established and chartered by
the Federal Government to perform specialized functions. The earlier
enterprises were all created with partial or full Government ownership
and direct Government control, but, in time, they were converted to
private ownership and some new enterprises were created as privately
owned institutions. The current rule governing the budget treatment
of these enterprises was established in 1967 in accordance with a
recommendation by the President's Commission on Budget Concepts.
The Commission, whose report led to the adoption of the unified
budget, recommended that the budget exclude those Government-
sponsored enterprises that are entirely privately owned.

The Federal Land Banks and Federal Home Loan Banks had both
become entirely privately owned a number of years before the unified
budget was adopted and therefore have always been excluded. The
Federal National Mortgage Association, the Banks for Cooperatives,
and the Federal Intermediate Credit Banks became wholly privately
owned by repaying their Federal equity capital during 1969 and were
accordingly removed from the budget. The Federal Home Loan
Mortgage Corporation and the Student Loan Marketing Association
were subsequently established with full private ownership.

Except for the Postal Service and the Pension Benefit Guaranty
Corporation, the excluded outlays of both the off-budget Federal
agencies and the Government-sponsored enterprises are incurred for
carrying out loan programs. These programs are similar to the direct
loan programs in the unified budget. The outlays of most of these
programs are roughly equal to the difference between new loans
disbursed and repayments of principal. For example, during 1975
new loans disbursed by the excluded programs were $47.7 billion
and repayments were $29.5 billion, for an increase in loans outstand-
ing of $18.2 billion. In comparison, the outlays of these excluded
loan programs were $16.5 billion.
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PERSPECTIVES 1 3

COMPARISON OF OUTLAYS FOR THE UNIFIED BUDGET, OFF-BUDGET FEDERAL

AGENCIES, AND GOVERNMENT-SPONSORED ENTERPRISES

[In billions of dollars]

Outlays i

Fiscal year

1954
1955

1956
1957
1958
1959
1960

1961
1962
1963
1964
1965

1966
1967
1968
1969
1970

1971
1972
1973
1974
1975

1976 estimate
TQ estimate
1977 estimate

*Less than $50 million.
1 To prevent double-counting, outlays of off-budget Federal agencies exclude loans to other off-

budget Federal agencies and to other Federal agencies; and outlays of Government-sponsored
enterprises exclude loans to other Government-sponsored enterprises and loans to or from Federal
agencies.

2 The 1972—74 data have been revised for the Federal Home Loan Mortgage Corporation to reflect
the reclassification of sales of participation certificates as borrowing rather than as asset sales.

Like direct loans in the budget, the loans of the excluded programs
are designed to allocate economic resources toward particular uses.
Under certain circumstances they also provide some stimulus to
aggregate economic activity, although this is offset to a degree because
their net lending has to be financed largely by borrowing from the
financial markets just as does a deficit in the budget. The off-budget
Federal agencies support a variety of program functions both through

Unified
budget

70.9

68.5

70.5
76.7
82.6
92.1
92.2

97.8
106.8
111.3
118.6

118.4

134.7
158.3
178.8
184.5
196.6

211.4
231.9
246.5
268.4
324.6

373.5
98,0

394.2

Off-budget
Federal

0.1
.6

2.7
9.5

9.3
4.0

11.1

Government-
sponsored

-0.3
.2

.4

.1
- .5
1.1
.4

- . 3
1.1
.5

1.8
1.2

1.9
-2.9

1.7
4.3
9.6

*
4.4

11.4
14.5
7.0

8.1
4.3

14.6
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1 4 THE BUDGET FOR FISCAL YEAR 1977

their direct operations and, in the case of the Federal Financing Bank,
through the purchase of debt securities issued by several agencies
and the purchase of obligations guaranteed under a number of Gov-
ernment programs. Part 5 of the budget, "The Federal Program
by Function," shows the outlays of most of the off-budget Federal
agencies by function and discusses some of their more significant
activities. The Government-sponsored enterprises primarily support
housing but also support agriculture and higher education.

In the preceding table, the excluded outlays of the off-budget
Federal agencies and the privately owned Government-sponsored
enterprises are compared with the unified budget outlays.4 The outlays
of the off-budget agencies began at a negligible amount in 1972 but
have grown rapidly since then, in large part because more off-budget
agencies have been created. The following table shows the extent
to which the off-budget outlays in 1974-77 are due to one agency,
the Federal Financing Bank (in billions of dollars):

1974
actual

0.1
2.6

1975
actual

6.4
3.2

1976
estimate

5.6
3.8

TQ
estimate

2.8
1.3

1977
estimate

8.2
2.9

Federal Financing Bank
Other off-budget Federal agencies

Total 2.7 9.5 9.3 4.0 11.1

The outlays of the Federal Financing Bank reflect only its purchases
of Government-guaranteed obligations, not its purchases of agency
debt, in order to prevent double counting. For 1977 the Federal
Financing Bank outlays are estimated to be three-fourths of the total
outlays of the off-budget Federal agencies. Federal Financing Bank
outlays make up almost two-thirds of the total during the rest of
the 1975-77 period. The next largest sources of off-budget outlays are
the Postal Service, the Export-Import Bank until its return to the
budget in 1977, and the Energy Independence Authority in 1977.
Altogether, the outlays of off-budget Federal agencies equaled 2.9%
of budget outlays in 1975 and are estimated to equal 2.5% in 1976 and
2.8% in 1977.

The outlays of the privately owned Government-sponsored enter-
prises have likewise grown—from relatively small amounts in the
early 1960's to an average of $7.5 billion, or 2.9% of budget outlays,
during 1971-75, when more Government sponsored enterprises were
outside the budget. In 1976 and 1977 these enterprises are expected
to spend $8.1 billion and $14.6 billion, respectively, equal to 3.1% of
budget outlays over the period.

4 The historical data for unified budget outlays include off-budget Federal agencies for any years
when they were in the budget and include Government-sponsored enterprises for periods when
they had any Government ownership.
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Guaranteed and insured loans.—Federal and federally assisted
credit has a significant influence on resource allocation. Direct loans
by on-budget agencies are part of total outlays. Direct loans by off-
budget agencies (discussed above) and federally guaranteed loans
are not measured in the budget totals. Credit guarantees allocate
economic resources toward particular uses, especially housing, and
under certain circumstances provide some stimulus to total spending
in the economy. The impact of guaranteed loans on the economy is
difficult to assess, since some portion of the private loans that are
guaranteed would be made anyway and since those private loans that
would not otherwise have been made tend to divert credit away from
other economic activities.

The outstanding guaranteed loans held by the public are large and
have grown substantially each year. At the end of 1975 they were
$158.7 billion. They are expected to grow $13.1 billion in 1976, $0.4
billion in the transition quarter, and $2.4 billion in 1977, reaching
the sum of $174.6 billion by the end of 1977. These figures include
the full amount of all loans guaranteed in whole or in part with respect
to payment of the principal or the interest. In addition to the $16.0
billion increase in guaranteed loans that will be held by the public
during 1976-77, the total held by the Federal Financing Bank, other
Federal agencies, and Government-sponsored enterprises is estimated
to increase by $18.9 billion. The latter amount is reflected in the out-
lays of the Federal agencies and Government-sponsored enterprises that
buy these loans. Many loan guarantee programs are discussed by
function in Part 5 of the budget; and loan guarantees generally are
analyzed further in Special Analysis E, "Federal Credit Programs." 5

Taxation.—Several other fiscal activities not measured in the
budget also have economic impacts. Taxation affects the economy
not only by providing the Government with receipts, which the
budget does measure, but also by changing the, allocation of resources
among private uses and the distribution of income among individuals.
The private economy may be significantly affected both by the
relative importance of the various taxes and also by the structure of
each of the different taxes that are levied. Some aspects of the struc-
tures of the individual and corporation income taxes—exclusions,
exemptions, deductions, credits, preferential rates, and deferrals—are
discussed as "tax expenditures" at several places in Part 5 of the
budget, including the introduction, and in Special Analysis F, "Tax
Expenditures." 6

«See Special Analyses. Budget of the United States Government. Fiscal Year 1977.
•Ibid.

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

1977



16 THE BUDGET FOR FISCAL YEAR 1977

Budget funds and the Federal debt.—The budget is divided be-
tween two major groups of funds: Federal funds and trust funds.

The Federal funds are derived mainly from taxes and borrowing.
Most of these funds are not restricted by law to any specific Govern-
ment purpose. The trust funds, on the other hand, collect certain
taxes and other receipts for specified purposes, such as the payment
of social security and unemployment insurance benefits.7

BUDGET FINANCING AND CHANGE IN DEBT OUTSTANDING

[In billions of dolh

Description

Budget surplus or deficit (—) _

Surplus or deficit (—) of off-budget Federal agencies. _ _

Total, surplus or deficit (—)_

Means of financing other than borrowing from the
public:

Decrease or increase (—) in cash and monetary assets
Increase or decrease (—) in liabilities for:

Checks outstanding, etc _ _
Deposit fund balances _ _

Seigniorage on coins

Total, means of financing other than borrowing
from the public _ _

Total, requirements for borrowing from the
public

Reclassification of securities 1

Change in debt held by the public _

Change in Federal agency investments in Federal
debt:

Federal funds
Trust funds
Off-budget Federal agencies.

Total, change in Federal agency investments in
Federal debt _

C h a n g e i n g r o s s F e d e r a l d e b t _ _ ___ _

irs]

1975

-43 .6
- 9 . 5

- 5 3 . 1

- . 3

1.4
. 6
.6

2.3

-50.9

50.9

.9
7.1

- 1 . 0

7.0

57.9

1976

-76 .0
- 9 . 3

-85 .3

- 1 . 4

.2
- 1 . 6

.7

- 2 . 2

-87 .5

87.5

.9
2.0

- . 6

2.3

89.8

TQ

-16 .1
- 4 . 0

-20.1

.1
- . 2

.2

.1

-20 .0

20.0

.2
- 1 . 2
- . 1

-1 .1

18.9

*Less than $50 million.
1 On October 1, 1976. Federal debt held by the public is estimated to increase by $0.3 bill

a reclassification of Export-Import Bank certihcates of benehcial interest from asset sales to

1977

-43 .0
-11 .1

-54 .0

.4
- . 6

.7

.5

-53.5
- . 3

53.8

.5
12.4

*

12.9

66.7

ion due to
debt.

7 Data for Federal funds and trust funds are presented in Special Analysis B, "Funds in the
Budget," in Special Analyses, Budget of the United States Government, Fiscal Year 1977.

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

1977



PERSPECTIVES 17

The budget combines the receipts and outlays of the Federal funds
and trust funds and deducts the various transactions that occur
between them. It therefore generally displays the net transactions of
the Federal Government with the public. Thus, as is shown in the
previous table, the unified budget surplus or deficit is the principal
determinant of the change in Federal debt held by the public.8 Since
1974, however, the deficits of the Federal Financing Bank and the
other off-budget Federal agencies have also become an important
determinant of the change in Federal debt held by the public. The
transactions of the off-budget Federal agencies have been excluded
from the budget under provisions of law and are not part of either
the Federal funds or the trust funds grouping.

The deficit expected for 1977 and the other factors noted in the
preceding table will increase the Federal debt held by the public from
$504.4 billion at the end of the transition quarter to $558.2 billion at
the end of 1977.

Gross Federal debt is the sum of the debt held by the public and
the debt held by the Government itself, such as the investments in
Treasury debt by the social security trust funds. The Federal funds
deficit is the principal determinant of changes in gross Federal debt,
but the off-budget Federal agencies also have an important effect.

Gross Federal debt is estimated to rise from $652.8 billion on
September 30, 1976, to $719.5 billion on September 30, 1977. As the
lower section of the preceding table indicates, $12.9 billion of thii
increase will be in debt held by trust funds and other Federal agencies,
reflecting mainly the investment of trust fund surpluses in Treasury
debt.

The gross Federal debt consists almost entirely of securities issued
by the Treasury Department. However, a few Government agencies
are authorized to issue their own debt instruments to the public or
to other Government agencies and funds. This borrowing is part of
the gross Federal debt. At the end of 1975 the outstanding debt of
such agencies that was held by the public was $9.0 billion. This debt
is expected to fall by small amounts in 1976 and 1977 due to the opera-
tions of the Federal Financing Bank, which buys most new issues of
agency debt and finances its purchases through Treasury borrowing.

8 Federal debt held by the public includes debt held by the Federal Reserve System.
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18 THE BUDGET FOR FISCAL YEAR 1977

To prevent double counting, these holdings are not included in gross
Federal debt. Consequently, the change in agency debt is largely
determined by the repayment of securities that have matured.

Almost all Treasury debt issues are covered by a statutory debt
limit, but most borrowing by Federal agencies other than the Treasury
is excluded from this limit. The ceiling on the debt subject to limit is
temporarily $595 billion but under existing law is scheduled to return
to the permanent limit of $400 billion on March 16, 1976. To permit
the Federal Government to meet its obligations, this ceiling will have
to be raised. Under the Congressional Budget Act of 1974, the Con-
gress is to include in its concurrent resolutions on the budget the
appropriate level of debt and the amount by which the debt subject
to limit ought to be changed.

The debt subject to statutory limit includes not only most of the
Federal debt held by the public but also most of the Federal debt held
internally by the Government itself. Therefore, the concept of Federal
borrowing subject to statutory limit is roughly similar to the concept of
the Federal funds part of the unified budget. Trust fund surpluses
invested in Federal debt do not hold down the growth in the debt
subject to limit as they do the growth in the debt held by the public.
Consequently, debt subject to limit usually grows more than debt
held by the public; and whereas borrowing from the public is roughly
related to the unified budget surplus or deficit, borrowing subject to
limit is roughly related to the Federal funds surplus or deficit.9

The Federal funds deficit in 1977 is estimated to be $55.5 billion,
and the off-budget Federal agencies are estimated to require an addi-
tional $11.1 billion of borrowing subject to limit. As shown in the
following table, these two factors will account for most of the
increase in the debt subject to limit.

9 Federal debt is discussed further in Special Analysis C, "Borrowing, Debt, and Investment,"
in Special Analyses, Budget of the United States Government, Fiscal Year 1977.
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PERSPECTIVES 1 9

FEDERAL FUNDS FINANCING AND CHANGE IN DEBT SUBJECT TO LIMIT

[In billions of dollars]

Description 1975 1976 TQ 1977

Federal funds surplus or deficit ( - ) -51 .0 -78 .5 -15 .0 -55.5
Effect of outlays of off-budget Federal agencies on debt

subject to limit - 9 . 0 - 8 . 8 - 3 . 9 -11.1

Total, amount to be financed -60 .0 -87 .4 -18 .9 -66 .6

Means of financing other than borrowing:

Decrease or increase (—) in cash and monetary assets-
Increase or decrease (—) in liabilities for:

Checks outstanding, etc
Deposit fund balances

Seigniorage on coins

Total, means of financing other than borrowing.

Decrease or increase (—) in Federal funds invest-
ments in Federal debt

Increase or decrease (—) in Federal funds debt not
subject to limit

Redemption of special notes to IMF 1

Reclassification of securities 2

3

1.7
.7
.6

2.7

- . 9

- . 8
.8

-58 .2

- 1 . 4

.7
- 1 . 6

.7

- 1 . 6

- . 9

- . 2

-90 .0

.2
2

.2

.2

- . 2

_ *

-18 .9

.6
- . 6

.7

.7

- . 5

- . 6

- . 3

-67 .3
Total, requirements for borrowing subject to

debt limit

Change in debt subject to limit 58.2 90.0 18.9 67.3

*Less than $50 million.
1 On March 14, 1975, $825 million of non-interest-bearing notes issued to the International Mone-

tary Fund were redeemed and replaced by a letter of credit of equal value. These notes were included
in the debt subject to limit but not in the gross Federal debt. Since the letter of credit is not counted
as debt, this transaction reduced debt subject to limit by $825 million.

2 On October 1, 1976, Federal debt held by the public is estimated to increase by $0.3 billion due to a
reclassification of Export-Import Bank certificates of beneficial interest from asset sales to debt.
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2 0 THE BUDGET FOR FISCAL YEAR 1977

FEDERAL FUNDS RECEIPTS AND OUTLAYS

[In billions of dollars]

Description 1975 1976 TQ 1977
actual estimate estimate estimate

Outlays (by agency):
Department of Defense military functions and mili-

tary assistance * 86.9 91.8 24.7 100.3
Department of the Treasury;

Interest on the public debt 32.7 37.7 10.4 45.0
Other 8.7 7.8 1.9 6.5

Department of Health, Education, and Welfare 37.3 41.7 10.1 44. 3
Veterans Administration 16.3 18.8 4.4 17.0
Department of Agriculture 9.7 14.2 3.3 10.8
Department of Housing and Urban Development 7.5 7.2 1.9 7.2
All other agencies 39.4 57.5 13.0 53.0
Allowances2 .2 .2 2.3

Total 238.5 276.9 69.8 286.2
Receipts 187.5 198.4 54.8 230.8

Deficit ( - ) -51 .0 -78 .5 -15 .0 -55 .5

1 Includes allowances for civilian and military pay raises for Department of Defense.
2 Includes allowances for civilian agency pay raises and contingencies.

A substantial part of the Federal funds deficit—and, therefore, a
substantial part of the growth in debt subject to limit—is associated
with transactions between Federal funds and trust funds. These
transactions consist primarily of Federal funds payments to trust
funds: interest paid on Treasury debt held by trust funds, the
employer share of employee retirement, the Federal payment to
finance the unfunded liability of the civil service retirement fund, and
other payments mainly to social insurance trust funds (such as the
Federal Government's contribution for supplementary medical
insurance). The trust fund payments to Federal funds are very
small.10

From 1966 through 1975, the cumulative Federal funds deficit was
$219.6 billion, of which $100.4 billion was attributable to transactions
with trust funds and the remaining $119.1 billion was attributable to
transactions with the public.11 A significant Federal funds deficit can
occur, as one did in 1969, when there are surpluses in the unified budget
and in the transactions of the Federal funds with the public. The
relevant figures for 1975 through 1977 are shown in the following
table.

10 These transactions are shown in detail in Part 8, table 13. Seethe section of the table on inter-
fund transactions.

11 See the footnote to the table. Budget Surplus or Deficit by Fund Group, on the next page.
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PERSPECTIVES 21

BUDGET SURPLUS OR DEFICIT ( - ) BY FUND GROUP*

(In billions of dollar*]

Description 1975 1976 TQ 1977
actual estimate estimate estimate

Federal funds:

Transactions with the public -32 .4 -49 .6 -10.1 -25.1

Transactions with trust funds -18 .6 -28 .9 - 4 . 9 - 3 0 . 3

Total -51 .0 -78 .5 -15 .0 -55 .5

Trust funds:

Transactions with the public —11.2 —26.4 —6.0 —17.8

Transactions with Federal funds 18.6 28.9 4.9 30.3

Total 7.4 2.5 -1 .1 12.5

Budget total:

Federal funds -51 .0 -78 .5 -15 .0 -55 .5

Trustfunds 7.4 2.5 - 1 . 1 12.5

Total -43 .6 -76 .0 -16.1 -43 .0

1 For purposes of this analysis, payments from Federal funds to the general revenue sharing trust
fund are treated as transactions with the public instead of transactions with a trust fund; and the
corresponding payments from the general revenue sharing trust fund to the public are accordingly
omitted. This is because the general revenue sharing trust fund has no independent source of funding
but serves only as a channel through which a Federal funds payment is made to the public.
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