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NOTE ON ALTERNATE APPROACHES TO BUDGET PRESENTATION 

The budget presentation and concepts used in most of 
this document are the traditional ones used in present-
ing a President's budget. In many respects the concepts 
and presentation are legally required. 

There is, however, no single "right" structure for the 
Federal budget. The form of the budget is constantly 
being adjusted to the needs of the President and Con-
gress to establish priorities and to control Federal re-
ceipts, borrowing, and spending; the needs of the Feder-
al agencies for a workable system of effective program 
management based on legal requirements and policy 
guidelines; and the needs of the public, including the 
press and independent researchers, for information 
with which to judge Federal operations. 

The current budget concept, known as the "unified" 
budget, was developed in conformance with the recom-
mendations of the President's Commission on Budget 
Concepts (1967). While various adaptations have oc-
curred over the years, the Commission report continues 
to provide the basic framework for the Federal budget 
concepts. It encompasses a diverse array of activities— 
most unique to government and others similar to busi-
ness operations—and must accommodate extensive and 
sometimes inconsistent legal requirements. It highlights 
the Federal Government's cash receipts and outlays. 

The Comptroller General and some Members of Con-
gress, accountants, corporate leaders and others have 
criticized the current budget presentation. Some, nota-
bly the General Accounting Office, believe the budget's 
almost exclusive focus on obligation controls and cash 
flows distorts decision-making, prejudicing investments 
and understating liabilities. Others decry the artificial-
ity, even gimickery, of certain distinctions between on-
budget and off-budget, and the practice of classifying 
certain Federal entities (such as REFCORP) as non-
budgetary Government-sponsored enterprises (GSEs). 
On a more technical basis, many argue that the budget 
should be more like State budgets that separate activi-

ties financed by general funds from those financed by 
earmarked funds; others argue that the current prac-
tice of including business-type income as an offset to 
outlays should be replaced by including such income in 
receipts and showing outlays on a gross basis. 

There is a degree of merit in many of these criti-
cisms. Accordingly, this note provides a selection of al-
ternative budget presentations—in order to allow those 
who criticize the conventional approach to examine the 
effects of alternatives. 

There follow three summary alternate presentations 
of the Federal budget. Each of these presentations con-
tains similar information. The differences are in the 
focus, what is highlighted for decision-makers and the 
public. 

• Table II-l: A comparison of three presentations of 
the budget under current accounting rules: the 
current on-budget and unified budget, and a more 
inclusive super-unified budget. These presenta-
tions focus on aggregate cash transactions. 

• Table II-2: A comparison of the current unified 
budget with the operating and capital budgets pro-
posed by the General Accounting Office. This pres-
entation focuses separately on operating and cap-
ital needs, Federal, trust and enterprise funds, 
and aggregate totals. 

• Table II-3: A comparison of the current unified 
budget with a budget cast in the form of the State 
of California's budget (including a recasting of 
that budget in accordance with California's inter-
pretation of State Generally Accepted Accounting 
Principles). This presentation, like most state 
budgets, focuses on disaggregated funds. 

Only the on-budget and unified budget presentations, 
which are identical to those contained in the remainder 
of this budget document, are exact; the alternate pres-
entations are approximations that illustrate the general 
concepts and some of the key considerations involved. 

A - l l 
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A-12 THE BUDGET FOR FISCAL YEAR 1991 

Table l l - l . UNIFIED AND SUPER-UNIFIED FEDERAL BUDGET 
(FY 1991, in billions of dollars) 

ON-BUDGET UNIFIED BUDGET 1 SUPER-UNIFIED BUDGET 

A. RECEIPTS 
Governmental Receipts: 

(1) Income, Estate, Gift, Customs Duties 686.6 686.6 686.6 
(2) Social Insurance Taxes and Contributions 106.9 421.4 421.4 
(3) Excise Taxes and Miscellaneous Receipts 62.2 62.2 62.2 

uifsewng uUHecuons Lrunverieu w ndceipis: 
(4) Proprietary Receipts from the Public 18.9 
(5) Reimbursements to Appropriations 2.3 

TOTAL RECEIPTS 855.7 1,170.2 1,191.5 

B. OUTLAYS, EXPENSES, AND INVESTMENT 
Outlays by Function: 

(1) Defense/International (050,150) 321.4 321.4 321.4 
(2) Science, Space, Technology (250) 16.6 16.6 16.6 
(3) Energy, Natural Resources, Agriculture (270,300, 350) 36.1 36.1 37.2 
(4) Commerce and Housing Credit (370) 15.5 17.2 30.2 
(5) Transportation (400) 29.8 29.8 30.0 
(6) Education, Training, Employment, and Social Services (500) 41.0 41.0 41.1 
(7) Health and Medicare (550,570) 162.3 162.3 174.4 
(8) Income Security (600) 153.7 153.7 154.7 
(9) Social Security (650) 4.7 264.8 264.8 

(10) Veterans Benefits and Services (700) 30.3 30.3 30.3 
(11) Other (450,750,800, 920) 30.6 30.6 31.5 
(12) Net Interest (900) 192.9 173.0 173.0 
(13) Undistributed Offsetting Receipts (950) - 3 7 . 6 - 4 3 . 6 - 3 8 . 3 

TOTAL OUTLAYS 997.4 1,233.3 1,266.8 

C. SURPLUS/DEFICIT -141 .7 - 6 3 . 1 - 7 5 . 4 
1 The Unified Budget is composed of the present on-budget transactions plus Social Security and the Postal Service. 
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NOTE ON ALTERNATE APPROACHES TO BUDGET PRESENTATION A-13 

Table 11-2. GAO FEDERAL BUDGET PRESENTATION (COMPARED TO UNIFIED BUDGET PRESENTATION) 
(FY 1991, in billions of dollars) 

UNIFIED 
BUDGET 

GAO COMPREHENSIVE BUDGET 

Totai General Trust Enterprise 

GAO OPERATING BUDGET 

Total General Enterprise 

GAO CAPITAL BUDGET 

General Enterprise 

A. RECEIPTS/REVENUES 
Governmental Receipts: 

(1) Income, Estate, Gift, Customs 
Duties 

(2) Social Insurance Taxes and 
Contributions 

(3) Excise taxes and miscellaneous 
receipts 

TOTAL RECEIPTS, Federal 
Budget Basis 

(4) Proprietary Receipts from the 
Public 

(5) Reimbursements to Appropriations. 
TOTAL GAO REVENUES 

B. OUTLAYS, EXPENSES, AND 
INVESTMENTS 

Outlays by Function: 
(1) Defense/International (050,150) 
(2) Science, Space, Technology 

(250) 
(3) Energy, Natural Resources, 
Agriculture (270, 300, 350) 

(4) Commerce and Housing Credit 
(370) 

(5) Transportation (400) 
(6) Education, Training, Employment, 
and Social Services (500) 

(7) Health and Medicare (550,570)... 
(8) Income Security (600) 
(9) Social Security (650) 

(10) Veterans Benefits and Services 
(700) 

(11) Other (450,750,800,870,920) 
(12) Net Interest (900) 
(13) Undistributed Offsetting Receipts 

(950) 
TOTAL OUTLAYS 

(14) Additional Operating Costs Not 
Currently Allocated by Function: 

(a) Asset Consumption 
(b) Pension liabilities 
(c) Direct Loan subsidy 
(d) Guaranteed Loan subsidy 

(15) Total Expenses and Investments 
Before Transfers 

(16) Interfund Transfers 
TOTAL OUTLAYS/ 

AMOUNT TO BE 
FINANCED 

C. SURPLUS/DEFICIT/FINANCING.. 

686.6 

421.4 

62.2 

1,170.2 

1.170.2 

321.4 

16.6 

36.1 

17.2 
29.8 

41.0 
162.3 
153.7 
264.8 

30.3 
30.6 

173.0 

- 4 3 . 6 
1.233.3 

- 6 3 . 1 

686.6 

421.4 

62.2 

685.6 

39.9 

43.0 20.7 
146.3 73.5 

1,359.6 819.5 

342.5 

16.7 

68.7 

107.5 
30.8 

42.2 
179.3 
159.1 
264.8 

34.8 
36.6 

175.8 

- 3 6 . 0 

331.4 

16.6 

52.2 

56.1 
9.0 

41.1 
65.1 
80.3 

32.3 
35.7 

175.8 

- 3 6 . 0 

1.0 

421.4 

22.4 

21.9 
6.6 

473.3 

9.0 

3.3 

0.3 
21.3 

1 .1 
114.3 
78.3 

264.8 

2.3 
0.1 

26.1 - 2 6 . 1 

1,422.7 885.6 
174.5 

1,422.7 1,060.1 

- 6 3 . 1 -240 .5 

468.6 
-174.5 

294.2 

179.1 

0.4 
66.3 
66.7 

2.1 

13.2 

51.1 
0.5 

0.5 

0.2 
0.8 

68.4 

68.4 

- 1 . 7 

685.6 685.6 

421.4 

41.0 39.9 

1,349.9 
3.0 

267.0 

14.0 

44.1 

100.3 
10.4 

40.0 
179.0 
159.0 
264.8 

32.7 
29.4 

178.8 

256.7 

14.0 

33.0 

52.1 
6.2 

38.9 
64.8 
80.2 

30.3 
28.7 

178.8 

-36.0 - 3 6 . 0 

55.0 55.0 
26.1 

1.8 1.8 
9.5 9.5 

840.1 
174.5 

421.4 

1.2 

41.0 19.4 21.1 
127.6 57.7 6.5 

1,316.7 802.5 450.3 

9.0 

0.7 

0.3 
3.6 

1.1 
114.3 
78.3 

264.8 

2.3 
0.1 

- 2 6 . 1 

448.4 
-171.5 

1,352.9 1,014.5 276.9 

- 3 6 . 2 - 2 1 2 . 1 173.4 

1.0 

21.2 

0.4 2.1 1.3 
63.4 18.7 15.8 
63.9 42.9 17.1 

1.3 75.5 74.7 

2.6 2.6 

10.4 24.6 19.2 

47.9 7.1 4.0 
0.5 20.4 2.8 

2.2 2.2 
0.3 0.3 

0.5 0.1 0.1 

0.2 2.0 2.0 
0.7 7.2 7.0 

- 3 . 0 - 3 . 0 

- 5 5 . 0 -55.0 

61.4 

61.4 

2.4 

- 1 . 8 

- 9 . 5 

72.8 
- 3 . 0 

69.8 

-26.9 

- 1 . 8 
- 9 . 5 

45.6 

45.6 

-28.5 

1.0 

21.2 

0.8 * 

23.0 

2.5 

'n7 

20.2 
- 3 . 0 

17.3 

5.7 

2.9 
2.9 

2.8 

3.2 

0.1 

7.0 

7.0 

-4.1 

* $50 million or less. 
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A-14 THE BUDGET FOR FISCAL YEAR 1991 

Table 11-3. CALIFORNIA PRESENTATION OF THE FEDERAL BUDGET (COMPARED TO UNIFIED BUDGET PRESENTATION) 
(FY 1991, in billions of dollars) 

UNIFIED 
BUDGET 

NORMAL CALIFORNIA BUDGET PRESENTATION 

General Special 
Revenue Revenue 

Funds Funds 
t Total 

Capital Total 
Projects Including 
Funds Bond Funds 

ADDITIONAL TRANSACTIONS FOR GAAP 
PRESENTATION 

Proprietary Fiduciary 
Funds Funds 

GRAND 
TOTAL 

A. RECEIPTS 

(1) Income, Estate, Gift, Customs Duties 
(2) Social Insurance Taxes and Contributions 
(3) Other Governmental Receipts 

TOTAL RECEIPTS, Federal Budget Basis. 

(4) Proprietary Receipts from the Public 
(5) Reimbursements to Appropriations 
(6) Interfund Transfers 

TOTAL RECEIPTS, California basis.. 

B. OUTLAYS, EXPENSES, AND INVESTMENTS 
Outlays by Function: 

(1) Defense and International (050,150) 
(2) Science, Space, Technology (250) 
(3) Energy, Natural Resources, Agriculture (270, 300, 350) 
(4) Commerce & Housing Credit (370) 
(5) Transportation (400) 
(6) Education, Training, Employment, and Social Services (500) . 
(7) Health and Medicare (550, 570) 
(8) Income Security (600) 
(9) Social Security (650) 

(10) Veterans Benefits and Services (700) 
(11) Other (450,750, 800, 920) 
(12) Net Interest (900) 
(13) Undistributed Offsetting Receipts (950) 

TOTAL OUTLAYS 

C. SURPLUS/DEFICIT.. 

686.6 
421.4 

62.2 
1,170.2 

1,170.2 

321.4 
16.6 
36.1 
17.2 
29.8 
41.0 

162.3 
153.7 
264.8 
30.3 
30.6 

173.0 
- 4 3 . 6 
1,233.3 

- 6 3 . 1 

685.6 

37.6 
723.2 

13.8 
68.4 

3.7 
809.1 

430.9 
19.3 
57.4 
52.0 

9.7 
41.1 

100.4 
83.8 

4.9 
33.3 
52.6 

245.1 

1,130.6 

- 3 2 1 . 5 

1.0 
416.7 

24.6 
442.2 

20.6 
0.2 

90.5 
553.5 

0.1 * 

7.2 
0.3 

23.0 
1.1 

110.7 
26.9 

265.0 
0.5 
3.0 

- 0 . 3 

686.6 686.6 
416.7 416.7 

62.2 62.2 
1,165.4 1,165.4 

34.4 34.4 
68.6 68.6 
94.3 94.3 

1,362.7 1,362.7 

431.0 
19.3 
64.5 
52.3 
32.6 
42.2 

211.1 
110.7 
270.0 
33.9 
55.6 

244.9 

88.2 
2.6 
4.0 

0.7 
0.1 
0.3 

1.1 
1.6 

519.2 
21.9 
68.5 
52.3 
33.3 
42.3 

211.4 
110.7 
270.0 
34.9 
57.2 

244.9 

686.6 
4.8 421.4 

62.2 
4.8 1,170.2 

8.7 43.0 
77.7 146.3 

1.0 86.6 181.9 
87.4 91.4 1,541.5 

11.2 

11.5 
57.5 
0.5 
0.1 
3.6 
0.4 

2.3 
0.9 

437,5 

116.0 

1,568.1 

- 2 0 5 . 5 

98.5 1,666.7 

-98.5 - 304.0 

88.0 

-0 .6 

54.5 

530.4 
21.9 
80.1 

109.8 
33.8 
42.4 

215.0 
165.6 
270.0 
37.2 
58.1 

244.9 

54.5 1,809.2 

36.9 - 2 6 7 . 7 

* $50 million or less. 

CURRENT ON-BUDGET AND UNIFIED BUDGETS 
(TABLE I I - l ) 

The purpose of the current on-budget and unified 
budgets is to show in comprehensive form the Federal 
Government's effect on national resource allocation and 
on financial markets for the relevant fiscal years; the 
focus on aggregate cash outlays and receipts generally 
provides the best information for this purpose. In addi-
tion, the cash emphasis is consistent with the legal 
requirement to control spending at the point of obliga-
tion. 

The unified budget is more comprehensive than the 
on-budget presentation, but less comprehensive than 
the super-unified alternate. The on-budget presentation 
is the same as the unified budget except that it ex-
cludes the off-budget Postal Service fund and social se-
curity (the Federal Old Age and Survivors Insurance 
and Disability Insurance Funds). 

Unlike most Federal trust funds, which are treated as 
on-budget, the budgetary status of social security is am-
biguous. While by law the budget shows social security 
as off-budget, and not subject to the congressional 
budget resolution process, both the on-budget and off-
budget amounts are included in the unified budget 
totals. Social Security (but not the Postal Service) is 
also included for calculating the deficit for the purposes 
of the Gramm-Rudman-Hollings (G-R-H) Act. At the 

same time, social security benefits (but not administra-
tive expenses) are exempt from G-R-H sequestration. 

While the focus of the unified budget is on a consoli-
dated display of cash transactions, it also provides ex-
tensive auxiliary information—including data by fund 
group; fund balances; Federal transactions as a part of 
the national income and product accounts; Federal in-
vestment; Federal credit, borrowing and debt; Federal 
tax expenditures; and Federal aid to State and local 
governments. 

SUPER-UNIFIED BUDGET (TABLE I I -L ) 

Current budget concepts require that the budget in-
clude all Federal cash flows on a consolidated basis, no 
matter how funded, but not the funding of non-Federal 
activities (e.g., Fannie Mae). They also require that 
budget receipts include all income arising from the Gov-
ernment's exercise of its sovereign power (e.g., patent 
and trademark fees), but not voluntary business-like 
sales of services (e.g., revenues from Federal power 
marketing administrations). The problem is, legislated 
budget targets and associated spending restraints have 
created pressures for financing arrangements to get 
around the targets and the restraints. 

Examples of these arrangements include: shifting the 
boundary between what are classified as Federal and 
what are classified as non-Federal entities (e.g., classify-
ing Federal activities as GSEs); financing Federal pro-
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NOTE ON ALTERNATE APPROACHES TO BUDGET PRESENTATION A-15 

grams through earmarked "user charges" and classify-
ing them as offsetting collections (as if they were busi-
ness-type activities) though their payment is essentially 
compulsory; and using off-budget leasing mechanisms 
for the purchase of assets while delaying the recording 
of the purchase costs in the budget. Each of these mech-
anisms has the effect of understating current Federal 
transactions. 

The super-unified budget concept is a more rigorous 
enforcement of current budget concepts. It would move 
Federal activities currently argued to be misclassified 
as GSEs on-budget, reclassify non-business-type collec-
tions as budget receipts, and count lease-purchases as 
equivalent to the direct purchase of buildings or equip-
ment. 

Non-Budget Federal Entities.—The super-unified 
budget includes off-budget Federal entities and border-
line agencies and transactions, unless there are excep-
tional reasons for leaving them out. Two Federal orga-
nizations associated with the savings and loan industry 
and the farm credit system—the Resolution Funding 
Corporation (REFCORP), and the Financial Assistance 
Corporation (FAC)—are included: 

Table 11-4. OUTLAYS FOR GSEs INCLUDED IN THE SUPER-UNIFIED BUDGET 
(In millions of dollars) 

Resolution Funding Corporation... 
Financial Assistance Corporation.. 

1991 

10,251 
12 

10,263 

The super-unified budget does not incorporate such 
privately owned GSEs as Fannie Mae and Sallie Mae. 
But it does include as budget outlays a rough proxy for 
the imputed value of the credit subsidies that the GSEs 
realize from their association with the Government: 

Table 11-5. SUBSIDIES FOR GSEs INCLUDED IN THE SURER-UNIFIED BUDGET 
(In millions of dollars) 

Federal National Mortgage Association 
Federal Home Loan Mortgage Corporation 
Federal Home Loan Banks 
Farm Credit Banks 
Student Loan Marketing Association 
Banks for Cooperatives 

1991 

principles more rigorously than does the unified budget. 
The super-unified budget, as displayed in Table II—1, 
includes as receipts (instead of offsetting collections) the 
items listed below. 
Table 11-6. OFFSETTING COLLECTIONS SHOWN AS RECEIPTS IN THE SUPER-UNIFIED 

BUDGET 
(in millions of dollars) 

Proprietary receipts from the public: 
Supplementary medical insurance premiums 
Rent and royalties, DCS 
Auction receipts and other fees, FCC 
Customs fees 
Nuclear facility fees, NRC 
Coast Guard fees 
Federal Energy Regulatory Commission fees 
Inspection and grading of farm products 
Government Sponsored Enterprise fees 
Environmental services, EPA 
Railroad and pipeline safety inspection fees. 
Travel and tourism fees 

Subtotal 

Reimbursements to appropriations: 
Pension Benefit Guaranty Corporation premiums 
Office of Thrift Supervision fees 
Comptroller of the Currency Assessment fees 
Patent and Trademark fees 
Food and Drug Administration fees 
Animal and Plant Health Inspection Service fees 
Credit Union Share Insurance Fund fees 
Food and Safety Inspection Service fees 
Agricultural Marketing Service fees 
Farm Credit Revolving Fund for Administration fees 
Customs fees 
Copyright fees 
Federal Grain Inspection Service fees 
Immigration and Naturalization fees 

Subtotal 

Total 

1991 

11,858 
2,999 
2,277 

808 
452 
205 
123 

88 
52 
35 
31 

7 

18,935 

943 
305 
272 
241 
157 
102 
87 
54 
46 
42 
17 
14 

6 
2 

2,287 

21,222 

815 
587 
362 
125 
95 
38 

2,022 

Other activities, such as AMTRAK, COMSAT, and 
the DOD non-appropriated funds (PXs, Commissaries, 
etc.), could arguably be included within a super-unified 
budget, but are not in Table II-1. 

Re-classification of Non-Business-Type Collections as 
Budget Receipts.—Current budget concepts require re-
cording as receipts any income coming to the Govern-
ment in its role as Government, while permitting 
income from federally sponsored business-type oper-
ations (e.g., interest income and sales of electric power) 
to be recorded as offsetting collections netted against 
outlays. The super-unified budget would apply these 

Leasing.—The super-unified budget would treat long-
term leasing arrangements (where the Government's 
real obligation is not limited to payments in the budget 
year) as the equivalent of Federal borrowing in the 
budget year to finance the entire transaction. However, 
the super-unified budget in Table II-l does not contain 
adjustments for this purpose as data are not currently 
available. 

Leasing mechanisms increase the cost to taxpayers of 
meeting long-term Federal needs by substituting more 
expensive private borrowing for least-cost Treasury bor-
rowing. On the other hand, long-term leasing mecha-
nisms can provide for lower long-term cost to the Gov-
ernment where the alternative is annual leasing (based 
on both higher cost private financing and higher cost 
private risk-taking). 

G A O BUDGET PROPOSAL (TABLE I I - 2 ) 
The Comptroller General has in recent years become 

increasingly concerned that the unified budget's almost 
exclusive focus on obligation controls and cash transac-
tions prejudices investments and understates liabilities. 
The General Accounting Office stated in its October 
1989 Report (entitled "Managing the Cost of Govern-
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A-16 THE BUDGET FOR FISCAL YEAR 1991 

ment: Proposals for Reforming Federal Budgeting Prac-
tices") that consolidation into a single unified budget of 
trust and non-trust receipts and outlays, and of the 
accounting for operating and capital needs, has permit-
ted financing other parts of the budget through trust 
fund receipts (especially from Social Security); prevent-
ed appropriate budgetary treatment of the special needs 
of the Government's business-type entities (e.g., the U.S. 
Postal Service and the Tennessee Valley Authority); 
biased decision-making against capital investment by 
requiring the recording of the entire cost of an asset in 
the year of acquisition; and failed to distinguish operat-
ing deficits from capital financing requirements. 

To address its concerns with the unified budget, GAO 
has proposed to divide the budget into three separate 
fund groups: Federal funds (less enterprise funds), trust 
funds, and enterprise funds. The fund groups would 
themselves be aggregated separately in an operating 
budget and a capital budget. The data in Table II-2 
show an approximation of the 1991 budget totals on a 
basis consistent with GAO recommendations. 

As compared with the unified budget, which focuses 
primarily on aggregate totals (although it provides de-
tails by fund group and separately identifies trust funds 
and revolving funds), the GAO proposal focuses sepa-
rately on operating and capital needs; disaggregated 
Federal, trust and enterprise funds; and aggregate 
totals. 

Capital and Operating Budgets.—GAO's proposed cap-
ital budget separates disbursements for physical capital 
and credit flows (i.e., credit financing excluding credit 
subsidies) from the operating budget. The cost of newly 
acquired assets would be recorded in the capital budget 
and as assets on the balance sheet, with most forms of 
capital subjected to depreciation charges recorded as 
operating budget outlays (with concomitant reduction 
in the value of capital assets on the balance sheet). 
Aggregate totals of the capital and operating budgets 
would be provided (as in the unified budget), but the 
distinctions between the two uses of funds would be set 
out in all summary presentations. 

The GAO proposal includes only physical and loan 
capital in its capital budget. The failure to treat the 
conduct of R&D and human capital investment on a par 
with physical and loan capital investment has been 
criticized in Congress and elsewhere, and GAO is cur-
rently reassessing its position on this issue. In Table 
II-2, the conduct of R&D and human capital invest-
ment—education, for example—is retained in the oper-
ating budget. 

The GAO proposal would also include in the capital 
budget the value (or cost) of State and local physical 
facilities financed by Federal grants. These would be 
recorded on Federal balance sheets as Federal assets 
financed but not owned by the Federal Government. 
The GAO proposal, like the unified budget and the 
super-unified budget proposal, would record Federal 
highway and airport and airway trust fund collections 
as receipts, but the GAO proposal would include them 
as receipts to finance the capital budget. A problem 
with the GAO proposal is that its allocation of deprecia-
tion cannot be charged to the trust funds which finance 
these investments through earmarked taxes. Recording 

both earmarked receipts and depreciation would re-
quire double counting with respect to assets acquired 
after the GAO proposal went into effect. 

The GAO proposal would tend to reduce the impedi-
ments to Government investment and, as a result, could 
encourage the Government to make those cost-effective 
purchases required to meet longer term needs. The pro-
portion of the Federal budget attributable to invest-
ment in physical capital has declined in recent years as 
a percentage of GNP—since 1960, from 4.4 to 2.2 per-
cent of GNP in 1991. While most of this decline is 
attributable to Defense and NASA, there is a question 
of whether infrastructure needs have been adequately 
attended to. In addition, in the absence of consensus on 
the priority of specific capital projects, Congress is in-
creasingly legislating higher cost private financing of 
Federal buildings and equipment in order to permit the 
Government to continue to operate without breaking G-
R-H deficit reduction targets. 

On the other hand, it is argued that GAO's proposal 
would reduce the impediments to "pork barrel" spend-
ing in that budgetary charges would switch from the 
point at which they can be controlled—the time of ac-
quisition—to the later time at which they cannot be 
controlled when depreciation charges would be record-
ed. Additionally, GAO's attempt to reduce the disincen-
tives to physical capital investment would favor physi-
cal over human capital investment. 

Treatment of Sovereign and Business-Type Income.— 
The GAO proposal to abolish the practice of offsetting 
collections would generally eliminate the distinction be-
tween sovereign and business-type income. Most collec-
tions would be recorded as Federal fund, trust fund, or 
public enterprise fund operating budget receipts, and 
outlays would be recorded gross rather than net of 
offsetting collections. The issue here is the degree to 
which the budget aggregates should focus on receipts 
arising from the exercise of Government's sovereign 
power as opposed to total Government revenues 
and spending (including business-type activities). GAO 
would focus on the total of Government activity; cur-
rent budget concepts, including the super-unified 
budget, would treat as receipts only those which the 
Government collects in its role as government. 

Allocations by Function.—Table II-2 shows most of 
the GAO adjustments by function. Line 14 (Additional 
Operating Costs Not Currently Allocated by Function), 
however, includes estimates of several items that GAO 
would like to distribute by function but so far has been 
unable to. Specifically: 

• Line 14(a) records a lump sum estimate of $55 
billion as an "asset consumption charge" (depre-
ciation) and a corresponding reduction of $55 bil-
lion in the capital budget net investment. 

• Line 14(b) records a lump sum $26.1 billion imput-
ed payment from the general fund to amortize 
unfunded pension liabilities. 

• Lines 14(c) and (d) record a lump sum total of 
$11.3 billion for loan subsidies (split as between 
direct loans and guarantees). 
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NOTE ON ALTERNATE APPROACHES TO BUDGET PRESENTATION A-17 

CALIFORNIA AND STATE G A A P BUDGET (TABLE I I - 3 ) 
The California budget differs significantly from both 

the unified budget and the GAO Proposal. It focuses on 
separate general, special and capital funds, although it 
also provides aggregate (albeit inflated through double 
counting) totals of these funds. In addition to these 
funds, the State GAAP (Generally Accepted Accounting 
Principles) presentation includes proprietary and fiduci-
ary funds excluded from the California budget (i.e., 
public enterprise and working capital revolving funds, 
self-financing bond funds, employee retirement funds, 
and certain funds deemed to be held in trust). 

When the California approach combines fund groups, 
it leaves the inter-fund collections in receipts, thereby 
overstating total collections from, and payments to, the 
public. Additionally, when capital expenditures are fi-
nanced by bond funds, they are double counted, because 
the bond spending and debt amortization are both in-
cluded in combined total spending. The bottom line is 
that the California and State GAAP presentations are 
the least consolidated and most disaggregated of the 
three alternates. In California, the individual funds 
matter most. 

The standard California budget presentation has a 
two-way distribution of income and a three-way distri-
bution of spending. Receipts go to the general and spe-
cial funds, whereas outlays/expenses and investments 
are spent from these funds plus the capital fund. The 
norm for California's special funds is that they should 
have cash in hand before they spend (similar to the 
norm for Federal trust funds). At the same time, both 
the California general and special funds can spend 
more in a year than they take in by reducing carry 
over balances; this is not deemed to create a deficit. 

Balanced Budget Requirement—California's constitu-
tional requirement of balanced budgets, combined with 
constitutional limitations on taxes and spending, result 
in procedures different from Federal procedures. These 
include appropriated allowances for contingencies, with 
payments charged back to the activity for which the 
payment is made, and "encumbrances" (similar to obli-
gations in the Federal budget) for which the spending is 
charged to the year in which the encumbrance occurs. 

The California budget document has information 
tables on total State indebtedness (akin to the Federal 
display of total Federal debt). In contrast to the Federal 
Government, however, California's ability to borrow is 
subject to several restrictions: borrowing can normally 
occur only for capital projects (whether general or self-
liquidating); and debt normally cannot be issued unless 
approved by both the legislature and the voters. 

Capital Projects Fund.—The Capital Projects Fund is 
displayed only on the spending side, since bond fund 
spending is financed by borrowing, which is not income. 
The California capital fund only includes bonds that are 
to be amortized by the general fund. "Self-liquidating" 
bonds (such as for toll bridges, the California water 
plan, and college dormitories) are excluded from the 
regular budget altogether, but are displayed in the 
budget documents for information purposes (similar to 
the way the Federal budget displays GSEs but leaves 
them out of the totals). 

The estimate of the Capital Projects Fund in Table 
II-3 (and the associated amortization) was based on sev-
eral imputations. First, Federal fund (i.e., non-trust) 
capital outlays (other than those made by the public 
enterprise funds and other than for grants) are identi-
fied as equivalent to the investment that California 
finances through its Capital Projects Fund. Second, an 
estimate of amortization of prior debt was made and 
allocated as expenditures of the general fund. There is 
currently no solid basis for amortizing total debt, much 
less for amortizing debt by function. However, Table 
II-3 assumes an amortization by function equal to new 
debt financed capital investment. It does not provide for 
a distribution of interest back to the functions charged 
with the borrowing. 

Sovereign Versus Business-Type Operations and Em-
ployee Retirement.—The California budget excludes 
both business operations and employee retirement and 
related funds from the budget. So, in the reconstruction 
of the Federal budget in the form of the California 
budget, most of the public enterprise funds—plus the 
civil service, military, and foreign service retirement 
funds—were excluded from the budget totals (although 
payments to these funds were left in the budget fig-
ures). Thus, the general fund coverage in Table II-3 is 
less comprehensive than the Federal fund group in the 
unified budget, and the special fund coverage is less 
comprehensive than the trust fund coverage in the uni-
fied budget. 

While the California procedure excludes business op-
erations from the budget, any incidental non-tax 
income to the State (such as rents, royalties, and inter-
est) is included in budget receipts. 

State GAAP Basis.—Table II-3 also includes a presen-
tation that approaches a State GAAP presentation. The 
1989-90 California budget says that the State is moving 
toward GAAP but that this will take years to accom-
plish. The GAAP presentation in the California budget 
is an auxiliary display of spending only. Table II-3, on 
the other hand, reconstructs the total budget on a State 
GAAP equivalent basis. The GAAP display adds "pro-
prietary funds" (i.e., business operations) and "fiduciary 
funds" (which include the pension funds and the funds 
the State collects and spends from Federal grants) to 
the normal California presentation. 

SOME DIFFERENCES AMONG THE ALTERNATE 
PRESENTATIONS 

• GAO includes employee retirement funds in its 
trust fund grouping; the California approach 
moves these funds into the fiduciary funds catego-
ry outside the normal budget presentation (but 
within the GAAP presentation). The unified/ 
super-unified budgets include these funds in the 
consolidated totals. 

• The California budget excludes enterprise funds 
from the normal budget displays, including them 
only in the GAAP table. GAO includes the enter-
prise funds as a separate category within its con-
solidated budget totals. The unified/super-unified 
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budget includes these funds in the consolidated 
totals. 

• GAO and the unified/super-unified budgets handle 
interfund transfers as adjustments on the outlay 
side; they cancel out in deriving the consolidated 
totals. The California approach adds them to re-
ceipts and does not net them out from the consoli-
dated totals. 

• GAO has a capital budget that includes all capital 
expenditures for physical and loan assets, no 
matter how financed. It does not have a bond 
fund. In the main, the GAO capital budget is fi-
nanced by depreciation charges and earmarked re-
ceipts (mainly highway and airports and airways 

excise taxes). The California approach includes in 
its capital fund only those capital expenditures 
financed by borrowing to be repaid from the gen-
eral fund on an amortization basis. The unified/ 
super-unified approach does not distinguish cap-
ital expenditures in the budget aggregates. 

• GAO includes grants to State and local govern-
ments for capital investment in its capital budget. 
The unified/super-unified approach does not dis-
tinguish capital expenditures in the budget aggre-
gates, but does include grants for capital invest-
ment in its auxiliary tabulations of Federal invest-
ment outlays. The California approach does not 
include grants to localities for capital-type projects 
in its capital spending. 
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