
SPECIAL ANALYSIS B

FEDERAL TRANSACTIONS IN THE NATIONAL INCOME
ACCOUNTS

The budget is designed to serve several purposes:
—It is an economic document that reflects the taxing and spend-

ing policies of the Government for promoting economic growth,
high employment, relative price stability, and a strong bal-
ance-of-payments position.

—It proposes an allocation of resources between the private and
public sectors and within the public sector. Through its impact
on consumption and investment decisions and the distribution
of income it also affects allocation decisions within the private
sector.

—It sets forth the President's request to the Congress for appro-
priation action on existing or new programs and for changes in
tax legislation.

—It is a report to the Congress and the people on how the Govern-
ment has spent the funds entrusted to it in past years.

No single budget concept can satisfy all these purposes fully. The
budget document and related Treasury reports provide complete,
detailed information on the finances of the Federal Government
and on the tax and spending programs proposed by the President.
For study of aggregate economic activity, however, the national
income and product accounts (NIA) of the United States provide
the most useful measures. This special analysis shows Federal fi-
nances as measured in the NIA. The analysis is divided into three
major sections. The first shows the size, composition, and trends in
Federal sector receipts and expenditures. Additional details will be
published in the February 1979 issue of the Department of Com-
merce publication, Survey of Current Business. The second section
of this analysis shows quarterly estimates of Federal sector receipts
and expenditures seasonally adjusted at annual rates and also
discusses estimating errors inherent in preparing this translation;
the final section explains the major differences between the budget
and the NIA concepts. A brief discussion of fiscal policy can be
found in Part 2 of the Budget of the United States, and a more
detailed analysis in the Economic Report of the President.
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46 THE BUDGET FOR FISCAL YEAR 1980

FEDERAL SECTOR RECEIPTS AND EXPENDITURES

Table B-1 shows Federal sector NIA receipts, expenditures, and
deficits for 1978-80.

Table B -1 . FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA

[In billions of dollars]

Description
1978
actual

1979
estimate

1980
estimate

RECEIPTS

Personal tax and nontax receipts 186.3 206.6 236.4
Corporate profits tax accruals 67.2 76.9 78.2
Indirect business tax and nontax accruals 27.2 29.0 30.4
Contributions for social insurance 133.1 151.8 168.8

Total receipts 413.8 464.3 513.8

EXPENDITURES

Purchases of goods and services
Defense
Nondefense

Transfer payments
Domestic ("to persons")
Foreign

Grants-in-aid to State and local governments
Net interest paid
Subsidies less current surplus of Government enter-

prises 9.4 10.3
Wage disbursements less accruals — * *

Total expenditures 450.6 496.3 539.2

Deficit ( - ) - 3 6 . 8 - 3 2 . 0 - 2 5 . 4

151.1
(98.1)
(53.0)
181.8

(178.4)
(3.4)
74.6
33.7

166.0
(105.1)

(60.9)
200.2

(196.6)
(3.6)
78.2
41.6

178.2
(115.4)

(62.8)
226.4

(222.5)
(3.9)
78.9
45.2

10.5

Trends in Federal sector receipts,—Table B-1 divides receipts into
four major categories, which are also illustrated in the chart on the
distribution of Federal sector receipts by category. Table B-2
shows, at 10-year intervals, 3-year averages of Federal sector re-
ceipts by category as a percent of the gross national product (GNP).
Three-year averages are used in order to eliminate the impact of
annual fluctuations and permit a greater focus on basic trends.

Table B-2. FEDERAL SECTOR RECEIPTS AS A PERCENT OF GNP

Description
1948-50
average

1958-60
average
actual

1968-70 1978-80
average average
actual estimate

Personal tax and nontax receipts
Corporate profits tax accruals
Indirect business tax and nontax accruals.,
Contributions for social insurance

Total receipts

6.9
4.4
3.1
1.9

8.3
4.4
2.6
3.0

9.4
3.8
2.0
4.9

9.2
3.3
1.3
6.6

16.3 18.3 20.2 20.4
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SPECIAL ANALYSIS B 47

Distribution of Federal Sector Receipts by Category

100
r

1

5-Year Averages

11 •
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and Nontax Accruals

Corporate Profits
Tax Accruals

Personal Tax and

Nontax Receipts

1956-60 1966-70 I97f~75 1976-80
Esftmofc

Personal tax and nontax receipts.—The largest receipt category-
personal tax and nontax receipts—is composed primarily of individ-
ual income taxes but also includes estate and gift taxes and some
miscellaneous receipts. Increases in income, because of both real
growth and inflation, automatically increase these receipts. Since
personal income taxes are progressive, these receipts normally
grow at a faster rate than personal income. However, tax reduc-
tions enacted periodically over the past three decades have offset
part of the increase in effective tax rates resulting from the pro-
gressive tax structure.

Corporate profits tax accruals.—Corporate profits tax accruals
vary significantly from year to year because corporate profits are
highly volatile. The NIA corporate profits taxes differ from the
corresponding budget category primarily because: (1) The NIA in-
cludes the deposit of earnings by the Federal Reserve System as
corporate profits taxes, whereas the budget treats these collections
as miscellaneous receipts; and (2) the NIA records corporate profits
taxes when the profits are earned (that is, accrued), while the
unified budget records the cash receipts.

Estimates of corporate profits tax accruals are normally subject
to greater error than any other category of receipts. The NIA
estimate is derived from estimates of corporate profits, estimated
tax rates, and adjustments for tax law changes. Even for past
periods these estimates are subject to significant revisions based on
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48 THE BUDGET FOR FISCAL YEAR 1980

later data. As is shown in Table B-9, the estimated corporate
profits tax accruals for 1977 are now $1.4 billion higher than was
estimated a year ago, even though both estimates were for a period
that had ended. There is about a 3-year lag between initial and
final estimates of corporate tax liability data; in the interim,
successive estimates are made using the better data that gradually
become available.

The gradual decline in corporate profits tax receipts relative to
GNP and (as shown in the chart above) to total receipts results
mainly from three factors: (1) a long-term decline in corporate
profits relative to GNP; (2) a narrowing of the corporate profits tax
base resulting from changes in the definition of corporate profits
for tax purposes (largely increases in permissible depreciation
allowances); and (3) reductions in effective tax rates on corporate
profits resulting from statutory rate reductions and tax credits.

Indirect business tax and nontax accruals.—These receipts are
composed of excise taxes, customs duties, and various miscella-
neous receipts such as rents and royalties on the Outer Continental
Shelf lands, import fees on crude oil and petroleum products, and
coal-mining reclamation fees. Over time, indirect business tax and
nontax accruals have become a much less important part of total
Federal sector receipts, partly because they normally do not rise in
proportion to the growth in the economy and partly because some
of them, such as the automobile and telephone excise taxes, have
been reduced or repealed.

Contributions for social insurance.—This is the second largest
category of Federal sector receipts. The increase since World War
II has been caused by the growth in the labor force and in wage
rates, the expanded coverage of existing social insurance programs,
the enactment of new ones, and increases in the taxable wage base
and tax rates needed to finance liberalization of benefits. As a
result of the rapid rise in social insurance taxes (mainly social
security) and the passage of legislation reducing or eliminating
individual income taxes for many low- and moderate-income indi-
viduals and families, millions of Americans now pay significantly
higher social insurance taxes than income taxes.

Major tax changes.—Federal sector receipts in the budget reflect
both the impact of tax changes scheduled under current law and
proposed tax legislation. The major enacted changes reflected in
the Federal sector estimates presented in this analysis are:

—Permanent individual and corporation income tax reductions,
generally effective January 1, 1979, resulting from the Reve-
nue Act of 1978 and the Energy Tax Act of 1978. The effect of
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SPECIAL ANALYSIS B 49

these acts on Federal sector receipts was described in the
November 1978 issue of the Survey of Current Business.

—Scheduled increases in social security taxes. The social security
tax rate increased from 12.1% to 12.26% on January 1, 1979,
and the taxable earnings base increased from $17,700 to
$22,900. In 1980, the taxable earnings base is scheduled to
increase to $25,900.

—Continued phaseout of the telephone excise tax by one percent-
age point per year.

The receipts proposals in the 1980 budget, which are described in
Part 4 of the Budget, do not have a significant effect on Federal
sector receipts in 1979 and 1980. The budget contains one major
proposal—real wage insurance—the bulk of which would be record-
ed as refunds of receipts under the budget; in the NIA these
transactions are classified as transfer payments.

Part 4 of the Budget discusses tax changes and proposed legisla-
tion in greater detail.

Trends in Federal sector expenditures.—Federal sector expendi-
tures are also divided into several major NIA categories. The prin-
cipal distinction is between purchases of goods and services (which
are divided between defense and nondefense purchases) and all
other transactions. Purchases are that portion of the Nation's
output that is bought directly by the Federal Government and,
therefore, included in the GNP. The other expenditure categories
consist primarily of payments to individuals and grants to State
and local governments. These individuals and governments, in
turn, can use the income to finance their own consumption or
purchases of goods and services, to save, and—in the case of States
and localities—to hold down taxes or to make transfer payments.

280-700 O - 79 - 4
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50 THE BUDGET FOR FISCAL YEAR 1980

Distribution of Federal Sector Expenditures by Category

5-Year Averages

Interest and Other

Grants-in-Aid

Domestic

Transfer Payments

1976-80
Estimate

The chart on composition of Federal sector expenditures shows
the trends in spending by year from 1965 to 1980 and the chart on
distribution of Federal sector expenditures illustrates the trends
over an even longer period. As can be seen, major shifts in the
composition of Federal sector expenditures occur over time. For
example, defense purchases of goods and services have been a
declining share of Federal spending ever since the Korean War.
This pattern was temporarily reversed for 3 years during the Viet-
nam period, but by 1970 the defense share was well below the pre-
Vietnam percentages. The President's enunciated policy of increas-
ing real defense spending over the next few years should result in
a moderate stabilizing of defense purchases relative to the budget
and to the GNP. Defense purchases are expected to total 21.4% of
Federal sector expenditures in 1980; they were 21.8% in 1978, and
23.0% in 1976. Concurrent with the relative decline in defense
spending, there has been a corresponding rise in other components,
especially grants-in-aid and domestic transfer payments.

Table B-3 shows, at 10-year intervals, 3-year averages of Federal
sector expenditures by category as a percent of GNP.
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SPECIAL ANALYSIS B 51

Table B-3. FEDERAL SECTOR EXPENDITURES AS A PERCENT OF GNP

1948-50 1958-60 1968-70 1978-80
Description average average average average

actual actual actual estimate

Defense purchases 4.5 9.6 8.4 4.7
Nondefense purchases 2.3 1.7 2.4 2.6
Domestic transfer payments 3.6 4.1 5.4 8.7
Foreign transfer payments 1.5 .4 .2 .2
Grants-in-aid to State and local governments .8 1.3 2.2 3.4
Net interest paid 1.6 1.3 1.3 1.8
Subsidies less current surplus of Government enterprises .3 .5 .5 .4

Total expenditures 14.6 18.8 20.5 21.8

Defense purchases and foreign transfer payments are, of course,
largely devoted to the conduct of our national defense and foreign
affairs.1 In 1948-50 defense purchases—reduced by receipts from
large-scale sales of World War II materials—were 4.5% of GNP
and foreign transfer payments were 1.5% of GNP. The total of
these—6.0%—reflects roughly the cost of the conduct of external
affairs. The years 1958-60, while a post-Korean war peacetime
period, reflected a higher level of defense expenditures than was
prevalent prior to the Korean war. In that period, defense pur-
chases and foreign transfers combined were equal to 10.0% of
GNP. Even though the 1968-70 period included some of the peak
spending for the Vietnam war, defense purchases and foreign
transfers were down to 8.6% of GNP. In the 1978-80 peacetime
period they are expected to be equal to 4.9% of GNP.

In contrast, spending on most other expenditure categories—
especially nondefense purchases, domestic transfer payments, and
grants-in-aid—has risen dramatically relative to GNP. In 1948-50,
spending for everything except defense purchases and foreign
transfer payments was equal to 8.6% of GNP; in 1978-80 such
spending is estimated to equal 16.9% of GNP. However, the 1980
budget reflects highly constrained budget outlay proposals, and the
results of these constraints are reflected in these data. Instead of
continuing to rise relative to GNP, as has been the trend in most
recent years, total Federal sector expenditures are estimated to
decline from 22.1% of GNP in 1978 to 21.5% in 1980. About 1/3 of
this decline is due to defense purchases and 2/3 to nondefense
programs.

Table B-4 displays purchases of goods and services (defense and
nondefense) with a split by character of expenditures between com-
pensation of employees and all other purchases, and with some
additional distribution of the nondefense purchases other than
compensation.

1 However, in recent years a significant portion of foreign transfers has arisen from payments under general
domestic social programs—for example, payments to social security retirees living aborad.
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52 THE BUDGET FOR FISCAL YEAR 1980

Table B-4. PURCHASES OF GOODS AND SERVICES BY CHARACTER OF EXPENDITURE
(In billions of dollars)

1975 1976 1977 1978 1979 1980
actual actual actual actual estimate

80.3

18.2
19.5

(.2)
(--)

(19.3)

85.5

20.3
20.3

(.2)
( )

(20.2)

92.3

23.3
25.2

(2.6)
(*)

(22.5)

98.1

25.0
28.0

(.9)
(.6)

(26.5)

105.1

27.2
33.7

(.6)
(1.7)

(31.4)

115.4

29.5
33.3

(•3)
(1.3)

(31.7)

Defense purchases:
Compensation of employees 38.9 40.4 42.2 45.1 47.4 49.7
Other 41.5 45.1 50.0 53.0 57.7 65.7

Total defense purchases

Nondefense purchases:
Compensation of employees
Other

(Commodity Credit Corpora-
tion: mainly purchase and
sale of agricultural com-
modities)

(Strategic petroleum reserves)
(All other)

Total nondefense 37.6 40.7 48.4 53.0 60.9 62.8

* $50 million or less.

Defense purchases of goods and services.—Defense purchases con-
sist of all purchases of goods and services under programs included
in the national defense function in the budget document. In addi-
tion, defense purchases include purchases of goods and services by
the military assistance programs that in earlier years had been
classified in the national defense function but are now classified in
the international affairs function in the budget. Normally about
95% of defense purchases are made by the Department of Defense,
Military. The bulk of the remainder is for military assistance,
defense stockpile, civil defense, and nuclear weapons programs car-
ried out by other agencies.

The budget calls for an increase in defense purchases of $10.3
billion in 1980 over 1979. This increase more than offsets the
impact of inflation, thus continuing the reversal of the pattern of a
steady decline in real terms from 1968 through 1976. While NIA
defense purchases are not estimated in constant prices, the budget
includes constant price estimates of outlays in the national defense
function. This category and defense purchases in the NIA are
sufficiently similar so that these figures give a rough approxima-
tion of the same transactions. The budget estimates of outlays in
constant prices for the national defense function are shown in the
following table.
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SPECIAL ANALYSIS B 53

DEFENSE FUNCTION

At 5-year intervals:
1945 l . ..
19503

1955
I960
19656

1970
1975
1980 estimate

OUTLAYS IN CONSTANT (FISCAL YEAR 1972) PRICES

For selected years:
252.0 1948 2

29.4
75.8
73.8
69 3
90.3
67.1
70.4

19534

19565

19687

1976 8 .. . .
19789

1979 estimate
1982 estimate

.. 20.3

.. 96.3
72.9

.. 101.4
65.6
67.3
68.3

.. 74.7
' World War II peak year.
2 Post-World War II low; includes large offsets from sale of assets acquired during the war.
3 Last year prior to Korean war.
4 Korean war peak year.
5 Post-Korean war low in the 1950's.
6 Post-Korean war low in the 1960's.
7 Peak of spending during Vietnam war.
8 Lowest point in post-Vietnam era.
9 Last year for which "actual" data are available.

Nondefense purchases of goods and services.—This category
covers the goods and services purchased by Federal nondefense
agencies. These include such programs as operation of national
forest, park, and recreation areas; space exploration; promotion of
commerce; acquisition and disposal of agricultural commodities;
construction of flood control and navigation projects; operation of
the Federal airway system; a wide variety of medical, energy,
space, and other scientific research; the capital outlays of Govern-
ment enterprises; Federal law enforcement; and operation of veter-
ans hospitals. Table B-5 shows the composition of this spending by
agency for the years 1976 through 1980.

Nondefense purchases consist mainly of the cost of operating the
various nondefense agencies. In the case of Government enterprises
(including the CCC and the Postal Service), however, the purchases
figures reflect net capital formation.

As table B-5 shows, the Department of Health, Education, and
Welfare (HEW) is the agency with the largest total of nondefense
purchases. About 50% of the HEW defense purchases are made for
the health programs administered by that agency. These purchases
are largely to conduct medical research, provide direct medical
care, and to administer grant and transfer payments programs for
health care.
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54 THE BUDGET FOR FISCAL YEAR 1980

Table B-5. NONDEFENSE PURCHASES OF GOODS AND SERVICES BY AGENCY
[In billions of dollars]

1976 1977 1978 1979 1980
actual actual actual estimate estimate

Legislative branch 0.8 1.0 1.0 1.2 1.3
The Judiciary .3 .4 .4 .5 .6
Agriculture:

Commodity Credit Corporation (CCC) .2 2.6 .9 .6 .3
Other 2.3 2.8 3.7 3.8 3.6

Commerce 1.0 1.1 1.1 1.2 1.7
Defense—Civil 2.2 2.4 2.7 2.7 2.8
Energy * 2.4 3.1 4.0 5.4 5.4
Health, Education, and Welfare 5.7 6.1 6.9 7.6 8.0
Housing and Urban Development .5 .5 .7 .6 .8
Interior 1.4 2.7 3.3 3.4 3.2
Justice 1.4 1.6 1.8 2.0 2.0
Labor .9 1.1 1.2 1.9 1.8
State .9 1.1 1.2 1.3 1.6
Transportation 3.2 3.6 3.9 4.5 4.7
Treasury 2.7 2.9 3.2 3.6 3.6
Environmental Protection Agency .5 .6 .6 .8 .8
National Aeronautics and Space Administration 3.6 3.9 3.9 4.3 4.5
Office of Personnel Management1 1.0 1.1 1.3 1.4 1.7
Postal Service2 .7 .4 .4 .3 .4
Tennessee Valley Authority 1.1 1.2 1.6 2.2 2.0
Veterans Administration 4.6 5.2 5.8 6.5 6.4
Allother3 3 ^ 1 0 1 4 5.1 5.6

Total 40.7 48.4 53.0 60.9 62.8

1 Includes figures on spending by predecessor agencies for earlier years.
2 Not included in outlays shown in the Federal budget.
3 Includes allowances for civilian agency pay raises and contingencies.

Note.—Excludes the transition quarter.

The bulk of the nondefense purchases by the Veterans Adminis-
tration (VA), which is the second largest agency in terms of such
purchases, is also devoted to medical care. The VA directly oper-
ates a nationwide system of hospital and health care facilities for
veterans, especially veterans suffering from service connected dis-
abilities.

The Department of Defense-Civil and Tennessee Valley Authori-
ty purchases are primarily for multi-purpose water and power
facilities or for electricity generating and transmission facilities.
The Department of Transportation nondefense purchases are pri-
marily for the costs of the Coast Guard and the Federal Aviation
agency; the great bulk of that agency's ground transportation
spending is in the form of grants-in-aid to State and local govern-
ments. The sharp rise in the Department of Commerce purchases
in 1980 is caused largely by the costs of conducting the 1980 census.
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SPECIAL ANALYSIS B 55

Composition of Federal Sector Expenditures

2 0 0 -
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Domestic Transfer Payments

- too
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Domestic transfer payments.—This is now the largest category of
Federal sector expenditures. Spending for domestic transfers has
expanded rapidly in recent years, mainly because of more benefi-
ciaries and higher benefit payments under social insurance pro-
grams. As Table B-6 shows, spending on human resources pro-
grams—especially income security programs—dominates domestic
transfer payments. This spending is expected to continue to rise in
1980, largely due to demographic and economic conditions—in-
creases in the covered population and adjustments to compensate
for inflation. The President's proposed real wage insurance pay-
ments are estimated to add $2.5 billion to domestic transfer pay-
ments in 1980. However, Presidential initiatives such as hospital
cost containment and social security reforms should contribute to
restraining the total spent on domestic transfer payments in 1980
and in subsequent years. Program trends (on a unified budget
basis) are discussed extensively in Part 5 of the Budget and else-
where in the budget documents.
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Table B-6. FUNCTIONAL COMPOSITION OF DOMESTIC TRANSFER PAYMENTS
[In billions of dollars]

W
Actual Estimate

g
Description 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 g

HUMAN RESOURCES PROGRAMS
Income security:

Social security (OASDI) 25.8 28.6 34.0 38.0 46.6 53.2 61.5 70.3 81.2 89.4 99.2 111.9
Railroad retirement 1.5 1.6 1.9 2.1 2.4 2.6 3.0 3.4 3.7 3.9 4.2 4.4
Civil service retirement 2.4 2.7 3.2 3.7 4.5 5.6 7.0 8.2 9.4 10.8 12.2 13.9
Unemployment benefits 2.2 3.0 5.6 6.5 4.8 5.5 12.2 18.2 13.9 10.6 9.1 11.2
Benefits for coal miners * .3 .4 .9 1.0 .9 1.0 .9 1.0 1.3 1.4
Supplemental security income 1.9 4.2 4.6 4.7 4.8 5.4 5.7
Food and nutrition .2 .6 1.5 1.8 2.2 2.7 4.2 4.6 4.4 4.5 5.2 5.7
Special payments, Treasuryx 1.7 .9 .9 .8 .8 4.0 S
Workmen's compensation .1 .1 .2 .2 .2 .3 .4 .5 .5 .7 .8 .9 ©
Other .1 .1 .1 .1 .1 .1 .1 .2 .4 .4 .4 .3

Subtotal, Income security 32.3 36.7 46.7

Health:
Medicare 6.2 6.7 7.5
Other .3 .4 .4

Subtotal, Health 6.6 7.2 7.9

52.8

8.3
.4

8.8

61.7

9.0
.4

9.4

72.8

10.9
.4

11.4

95.2

14.0
.5

14.5

111.8

16.8
.6

17.4

120.2

20.6
.6

21.2

127.1

24.1
.6

24.7

138.7

27.9
.6

28.5

159.5

30.8
.6

31.4
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Education, training, employment, and social
services:

Education .4 .5 7 .9 1.0 1.0 1.5 2.1 2.4 27 37 3.9
Training, employment, and social serv-

ices 7 7 .9 .9 7 7 A .3 .3 .5 .6 .6

Subtotal, education, training, em-
ployment, and social services.... 1.0 1.3 1.5 17 1.7 17 1.9 2.4

Veterans benefits and services 6.2 6.9 8.0 8.8 9.7 10.4 12.8 14.3

Total, human resources pro-
grams 46.1 52.0 64.2 72.1 82.6 96.3 124.4 145.8

a?
ALL OTHER FUNCTIONS

National defense (military retired pay) 2.4 2.8 3.3 3.8 4.3 5.1 6.2 7.2
All other functions .2 .2 .2 .2 .2 .4 .5 .5

Total functions not included in
human resources grouping... 2.6 3.0 3.5 4.0 4.5 5.4 6.7 7.7

Total domestic transfer pay-
ments 48.7 55.0 67.7 76.1 87.1 101.7 131.2 153.5 166.4 178.4 196.6 222.5 gj

W
*$50 million or less.
1 Includes both $50 tax rebates and earned income tax credits in excess of tax liabilities; also includes payments of $2.5 billion in 1980 under the proposed real wage insurance program.

Note.—Excludes the transition quarter.

2.8

13.3

157.6

8.1
.8

8.9

3.2

13.4

168.4

9.0
1.0

10.0

4.4

13.9

185.4

10.1
1.1

11.2

4.6

14.5

209.9

11.3
1.3

12.6
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58 THE BUDGET FOR FISCAL YEAR 1980

Grants-in-aid.—These expenditures help State and local govern-
ments to provide general public services and to finance programs
for the needy. Table B-7 shows detail on grants-in-aid by budget
function and major activity. Grant expenditures are discussed in
greater detail in Special Analysis H of this document. While the
definition of Federal aid used in that analysis differs somewhat
from that used in the NIA, the two sets of data largely overlap.
Special Analysis H explains the relationship between the series.

There is a substantial degree of substitutability between grants-
in-aid and domestic transfer payments and—to a lesser degree—
nondefense purchases. For example, low-income veterans could be
eligible for free medical care under medicaid (grants), in a veterans
hospital (nondefense purchases), or, perhaps, medicare (transfer
payments). The supplemental security income transfer payments
have substituted for the previous program of grants to States for
public assistance for the elderly and handicapped. (The State and
local spending of Federal grant money for public assistance pro-
grams is classified as State and local government transfer pay-
ments.) In addition, there is significant substitutability between
different grant programs; for example, the substitution of block
grants and general revenue sharing for categorical grants can sig-
nificantly change administrative controls without changing the
total size of grants. In some cases a more accurate picture of
Federal efforts to meet domestic needs through income transfers is
obtained by treating grants and domestic transfer payments togeth-
er, rather than looking at them separately.
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Table B-7. FUNCTIONAL COMPOSITION OF FEDERAL GRANTS-IN-AID
[In billions of dollars]

Actual Estimate

Description 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980

HUMAN RESOURCES PROGRAMS
Income security:

Public assistance cash 3.6 4.1 5.5 6.6 5.9 5.4 5.1 5.8 6.4 6.6 6.6 6.7
Child nutrition and other food programs.. .3 .4 .6 .9 1.1 1.2 1.7 2.1 2.7 2.6 2.9 3.0
Other .3 .3 .4 .4 .5 .5 .7 1.0 1.1 1.1 1.2 1.2

^
Subtotal, income security 4.2 4.8 6.5 7.8 7.5 7.1 7.5 8.9 10.1 10.3 10.8 10.9 s

Health:
Medicaid 2.3 2.7 3.4 4.6 4.6 5.8 6.8 8.5 9.8 10.6 11.7 12.3
Other (includes research, construction,

services, and medical training) .8 1.2 1.2 1.5 1.7 2.0 2.6 3.1 3.1 3.1 3.2 3.4 j>

Subtotal, health 3.1 4.0 4.6 6.1 6.3 7.8 9.4 11.6 12.9 13.7 14.9 15.7

Education, training, employment, and social
services:

Education 3.1 3.4 3.7 4.0 4.0 3.9 4.8 4.9 5.4 6.0 7.0 7.6
Training and employment .7 .8 1.1 1.7 2.2 1.9 3.4 5.6 6.1 9.7 10.1 9.6
Social services 1.0 1.4 1.6 2.9 2.6 2.5 3.4 3.4 4.0 4.4 5.0 4.6

Subtotal, education, training, em-
ployment, and social services....

Veterans benefits and services

Total, human resources pro-
grams

See footnotes at end of table.

4.8
*

12.2

5.6
*

14.4

6.4
*

17.5

8.6
*

22.6

8.7

22.5

8.4
*

23.3

11.7
*

28.6

13.9

.1

34.5

15.4

.1

38.6

20.0

.1

44.1

22.2

.1

48.0

21.8

.1

48.6
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Table B-7. FUNCTIONAL COMPOSITON OF FEDERAL GRANTS-IN-AID—Continued
[In billions of dollars]

Actual Estimate
Description

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980

Natural resources and environment .3 .4 .8 .8 1.1 2.0 2.4 3.1 4.1 3.8 3.9 4.5

Community and regional development:
Local public works .6 2.9 2.0 .3
Block grants .1 1.0 2.0 2.4 2.8 3.2 u
Other 1.0 1.8 2.0 2.2 2.6 27 2.7 2.3 1.8 1.5 1.5 1.8

B
Subtotal, community and regional VH

development 1.0 1.8 2.0 2.2 2.6 27 2.8 3.3 4.4 6.8 6.2 5.3

Transportation JA 4̂ 6 4̂ 9 U 03 i 3 i 8 U U 00 <U 95 Q

General purpose fiscal assistance:
General revenue sharing 6.6 6.1 6.1 6.2 6.8 6.8 6.9 6.9
Anti-recession fiscal assistance 1.7 1.3 .3 .2
Other .3 .3 .3 .3 A A .5 .5 .6 .9 .9 U

Subtotal, general purpose fiscal j g

assistance .3 .3 .3 .3 U 6 ^ 67 67 00 0 1 8 ^ U

All other functions 1.0 1.1 1.3 1.7 1.9 1.9 2.1 2.3 2.3 2.8 3.0 3.2

Total other functions 7.0 8.1 9̂ 2 1O0 17̂ 9 1 M m 210 277 306 302 3CL3

Total grants-in-aid 19L2 22^6 26^8 3 2 i 404 4L6 484 57^5 602 74L6 702 709
*$50 million or less.

Note—Excludes the transition quarter.
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SPECIAL ANALYSIS B 61

Foreign transfer payments.—There are three major types of for-
eign transfer payments: expenditure of dollars to assist foreign
economic development, grants of surplus agricultural products, and
payments under social security and similar programs to individuals
living abroad. Although payments to individuals are gradually
rising (roughly in proportion with the rise in GNP), total foreign
transfer payments have been stable (and a declining proportion of
GNP) for many years.

Net interest paid.—Net interest depends on the size of Federal
debt, loans outstanding, and the interest rates on borrowing and
lending. In the early post-war years (1947-48), net interest paid
amounted to over 13% of total Federal sector NIA expenditures,
but it has accounted for around 6-7% of the total each year since
1952. In 1978 net interest comprised 7.5% of total Federal sector
expenditures and it is expected to rise to 8.4% in 1980.

In recent years foreign holdings of Federal debt have increased
significantly. This expansion, combined with higher interest rates,
pushed up the share of net interest paid abroad to over $8 billion
in 1978. The increase in foreign holdings of Federal debt and in
interest payments on that debt is discussed further in Special
Analysis E.

Subsidies less current surplus of Government enterprises.—Subsi-
dies less current surplus of Government enterprises consist of two
elements: (1) Subsidy payments to resident business (including
farms); and (2) the "current surplus" or "deficit" of Government
enterprises. In this context, a subsidy is a monetary grant to a unit
engaged in commercial activities. Examples are housing subsidies,
subsidies for railroads, and the construction and operating differen-
tial subsidies paid to operators of U.S.-flag merchant ships.

"Government enterprise" is the term used in the NIA to desig-
nate certain business-type operations of the Government, which
usually appear in the budget as public enterprise revolving funds.
The operating costs of Government enterprises are, to a great
extent, covered by the sale of goods and services to the public, as
distinguished from tax receipts. The difference between the sales
and the current operating expenses of a Government enterprise
constitutes its surplus or deficit. As noted above, the capital forma-
tion of Government enterprises is classified as nondefense pur-
chases. The largest Government enterprises are the Commodity
Credit Corporation, the Postal Service (which is not now included
in the budget), and the Tennessee Valley Authority.

Table B-8 shows the composition of this aggregation by major
category.
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Table B-8. SUBSIDIES LESS CURRENT SURPLUS OF GOVERNMENT ENTERPRISES &
[In billions of dollars]

Actual Estimate

Description 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

Subsidies:
Commodity Credit Corporation 3.1 3.6 3.0 4.0 2.4 0.6 0.3 0.6 2.3 2.4 1.7
Other Department of Agriculture .4 .3 .3 .4 .2 .4 .2 .7 .8 .8 .9
Maritime .3 .4 .4 .4 .4 .5 .5 .5 .4 .5 .5
Housing (HUD) .5 .8 1.3 1.7 1.9 2.2 2.5 2.9 3.4 4.0 4.8 w
Railroad and mass transit * .1 .1 .1 .4 1.1 1.4 1.5 1.7 1.6 S
Other (mainly airline subsidies)» * .1 .1 .7 .1 .1 .2 .1 .2 .2 .2

Subtotal 4.4 5.2 5.2 7.3 5.2 4.2 6.9 6.4 8.8 9.7 9.8

Enterprise surpluses (—) or deficits:
Commodity Credit Corporation .6 .6 .6 1.3 1.5 .3 .2 .2 .7 1.0 .9
Postal Service 1.3 2.0 1.4 1.3 2.0 2.2 2.3 1.6 1.5 1.5 1.6
Tennessee Valley Authority - . 2 - . 2 - . 2 - . 2 - . 3 - . 3 - . 4 - . 6 - . 8 - 1 . 0 - 1 . 1
Federal Housing Administration - . 2 - . 3 - . 3 - . 3 - . 1 - . 2 - . 2 - . 2 - . 2 - . 2 - . 2
Federal Deposit Insurance Corporation - . 1 - . 1 - . 2 - . 1 - . 1 - . 2 - . 2 - . 2 - . 3 - . 3 - . 3
Federal Savings and Loan Insurance Corporation.. - . 1 - . 1 - . 1 - . 1 - . 2 - . 2 - . 2 - . 2 - . 3 - . 3 - . 3
Allother2 - ^ - J - ^ - J - A - J . - 3 - J . - A . * - A

Subtotal 1.1 1.6 1.2 1.8 2.7 1.5 1.2 .6 .6 .6 .7 g

Total subsidies less current surplus SA 6.8 6.4 9.1 8.0 5.7 6.1 7.0 9 4 103 105

*$50 million or less.
1 Includes subsidies by the disaster loan fund of $0.7 billion in 1973.
a Includes wage disbursements less accruals.
Note.—Excludes the transition quarter.
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SPECIAL ANALYSIS B 63

Wage disbursements less accruals.—This is an adjustment item
occasionally made in the NIA when it is necessary to take account
of the fact that wages and salaries are not always received at the
same time as they are earned. The national income component of
wages and salaries is counted in the GNP on an accrual basis; that
is, when the income is earned rather than when it is received.
Personal income, however, including wage and salary disburse-
ments, is estimated on the basis of when the cash is received.

Ordinarily, wage and salary payments disbursed in one period
but earned in the preceding period are approximately offset by
payments disbursed in the next period but earned in the current
period. The adjustment between national income and personal
income is then small or zero. A small adjustment for wage accruals
by the Government is shown for 1978 and 1979.

QUARTERLY ESTIMATES AND ESTIMATING ERRORS

Estimating errors.—Estimates of NIA receipts and expenditures
are necessarily imprecise. The budget itself is a mixture of a fore-
cast of what receipts and outlays are expected to be for some items
under current law and a Presidential request for congressional
approval of proposed amounts for others. In compiling this special
analysis, each budget receipt and outlay is analyzed and translated
into NIA categories. The budget process does not generate all of
the data needed to make precise NIA estimates, so approximations
are required in the translation. Even the translation from past
year accounting data to NIA "actuals" are subject to adjustment
when more complete information becomes available.

Table B-9 provides some indication of the magnitudes of the
estimating errors associated with the past-year data. When the
1979 budget was published a year ago, fiscal year 1977 had been
over for 3Vfe months, and the 1977 estimates were labeled "actual";
yet, as Table B-9 shows, the figures for 1977 are now significantly
different. One can anticipate revisions similar to those shown in
Table B-9 for the "actuals" each year. The margin of error for the
estimated years (1979 and 1980 in this budget) is even greater,
since they involve estimating errors and differences between pro-
posals and what is realized in the basic unified budget, as well as
errors in translating unified budget transactions into NIA terms.
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64 THE BUDGET FOR FISCAL YEAR 1980

Table B-9. FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA FOR 1976: COMPARISON OF
JANUARY 1977 AND JANUARY 1978 ESTIMATES

[In billions of dollars]

"Actuals"
for 1977 Currently

Description shown Change reported
in 1979 "actuals"
budget for 1977

RECEIPTS

Personal tax and nontax receipts 165.5 0.4 165.9
Corporate profits tax accruals 57.4 1.4 58.8
Indirect business tax and nontax accruals 24.6 - . 1 24.5
Contributions for social insurance 116.5 - . 4 116.1

Total receipts 364.0 1.3 365.3

EXPENDITURES

Purchases of goods and services 140.7 * 140.7
Defense (92.0) (.3) (92.3)
Nondefense (48.7) (-.3) (48.4)

Transfer payments 169.7 - . 1 169.6
Domestic ("to persons") (166.5) (-.1) (166.4)
Foreign (3.2) (•) (3.2)

Grants-in-aid to State and local governments 66.0 .2 66.2
Net interest paid 29.3 - .9 28.4
Subsidies less current surplus of Government enter-

prises 6.1 .9 7.0

Total expenditures 411.8 .2 412.0

Deficit ( - ) - 4 7 . 8 T T -46.7

* $50 million or less.

Quarterly estimates.—Table B-1O presents quarterly NIA receipts
and expenditures (at seasonally adjusted annual rates) for 1979 to
1980.

As noted above, the translation of the budget into the NIA
categories is inexact. When the annual NIA estimates are convert-
ed into quarterly distributions that are seasonally adjusted at
annual rates, greater imprecision must be expected. The data pre-
sented in Table B-10 are the best available estimates of the quar-
terly NIA receipts and expenditures consistent with the 1980
budget, but should be used with clear recognition of their limita-
tions.
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Table B-10. FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA, QUARTERLY, 1978-80
[In billions of dollars; seasonally adjusted at annual rates]

Actual Estimated

Description Oct.- Jan.- Apr.-
Dec. Mar. June
1977 1978 1978

July-
Sept.
1978

Oct.-
Dec.

1978*

Jan.-
Mar.
1979

Apr.-
June
1979

July-
Sept.
1979

Oct.-
Dec.
1979

Jan.-
Mar.
1980

Apr.-
June
1980

July-
Sept.
1980

RECEIPTS
Personal tax and nontax receipts 174.8 176.8 186.7 199.7 209.7 201.6 206.5 211.6 218.2
Corporate profits tax accruals 62.9 59.6 72.6 73.6 79.9 74.6 76.2 76.8 77.1
Indirect business tax and nontax accruals 25.6 26.5 27.9 28.2 29.0 28.6 29.0 29.6 30.0
Contributions for social insurance 122.2 133.3 137.6 140.1 144.0 155.2 157.9 160.0 162.7

Total receipts 385.5 396.2 424.7 441.7 462.6 460.0 469.6 478.0 488.0

EXPENDITURES
Purchases of goods and services 152.2 151.5 147.2 154.0 163.4 165.7 165.2 169.4 175.8

Defense (97.1) (97.9) (98.6) (99.6) (102.1) (104.1) (106.1) (108.0) (112.2)
Nondefense (55.1) (53.6) (48.6) (54.5) (61.3) (61.6) (59.1) (61.4) (63.6)

Transfer payments 178.3 180.2 180.7 188.8 191.4 196.2 200.9 212.6 216.7
Domestic (to "persons") (175.0) (176.9) (177.0) (185.5) (187.8) (192.6) (197.3) (209.0) (212.9)
Foreign (3.4) (3.3) (3.7) (3.4) (3.6) (3.6) (3.6) (3.6) (3.8)

Grants-in-aid to State and local governments 71.1 73.9 75.9 77.5 79.1 77.1 77.9 78.3 79.0
Net interest paid 30.7 33.2 34.6 36.3 37.9 41.0 43.1 44.4 44.4
Subsidies less current surplus of Government enterprises 11.8 10.0 10.0 8.0 10.5 10.1 10.3 10.1 10.9
Wage disbursements less accruals —.2 .2

Total expenditures 444.1 448.8 448.3 464.5 482.3 490.3 497.4 514.8 526.8

Deficit ( - ) - 58 .6 - 5 2 . 6 - 2 3 . 6 - 2 2 . 6 - 1 9 . 7 - 3 0 . 3 - 2 7 . 8 - 3 6 . 8 - 3 8 . 8

232.1 239.1 246.7
76.8 78.7 80.3
30.0 30.6 31.0

169.3 172.1 174.9

508.2

178.0
(114.3)

(63.7)
225.0

(221.1)
(3.9)
78.7
44.8
10.4

536.9

520.5

178.9
(116.4)
(62.5)
229.4

(225.5)
(3.9)
78.6
45.4
10.2

542.5

532.9

180.0
(118.6)

(61.4)
234.2

(230.2)
(4.0)
79.3
46.2
10.1

549.8

-28 .7 -22 .0 - 1 6 . 9

*Preliminary.

Note.—Because of the methods normally used in seasonally adjusting NIA data, the average of seasonally adjusted data for the 4 quarterts of a fiscal year may not be equal to the unadjusted fiscal year total.
OS
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66 THE BUDGET FOR FISCAL YEAR 1980

RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR NIA

Table B-l l shows the major differences between the budget and
the Federal sector of the NIA. These differences are explained
below.

Table B - l l . RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR, NIA

[In billions of dollars]

Description 1978 1979 1980
actual estimate estimate

RECEIPTS

Total budget receipts 402.0 456.0 502.6

Government contributions for employee retire-
ment (grossing) 7.1 7.9 8.3

Other netting and grossing 3.0 3.5 6.3
Adjustment to accruals 2.8 - 1 . 9 - 2 . 0
Other - 1 . 0 - 1 . 1 - 1 . 3

Federal sector, NIA receipts 413.9 464.3 513.8

EXPENDITURES

Total budget outlays 450.8 493.4 531.6

Lending and financial transactions —8.4 —5.2 —3.7
Government contribution for employee retirement

(grossing) 7.1 7.9 8.3
Other netting and grossing 3.0 3.5 6.3
Defense timing adjustment 2.7 1.5 1.8
Bonuses on Outer Continental Shelf land leases... 1.2 2.2 1.1
Other - 5 . 8 - 7 . 0 - 6 . 2

Federal sector, NIA expenditures 450.6 496.3 539.2

Lending and financial transactions.—Conceptually, the national
income and product accounts measure the Nation's current income
and production, and therefore do not include transactions, such as
loans, that are an exchange of existing assets and liabilities rather
than current income or production. Loan transactions have a sig-
nificant economic impact, affecting income and output, but they
are analyzed more appropriately within a financial market frame-
work, such as provided by the flow-of-funds data of the Federal
Reserve Board. Special Analysis E (Borrowing, Debt, and Invest-
ment) and Special Analysis F (Federal Credit Programs) both con-
tain information on the financial market implications of the
budget.

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

1980



SPECIAL ANALYSIS B 67

Most of the lending and financial transactions displayed in Table
B-ll are shown in Special Analysis F. However, this total differs
from the total for direct loans shown in Special Analysis F because:
(a) the NIA records nonrecourse agricultural commodity loans as
purchases rather than loans; (b) capital contributions to interna-
tional financial institutions, while not technically loans, are treat-
ed as financial transactions and, therefore, excluded from the NIA;
and (c) Special Analysis F also shows lending by off-budget Federal
entities, which do not require reconciliation with the NIA because
they are not included in the budget.

Government contribution for employee retirement.—The contribu-
tions of Government agencies to the retirement trust funds of their
employees are not included in the budget totals. While the outlays
are recorded in each agency's budget, they are offset by an
intragovernmental deduction. However, the NIA counts Govern-
ment payments for employee retirement as part of the compensa-
tion paid to Government employees and, therefore, as Government
expenditures; this treatment maintains comparability with the
treatment of employee retirement contributions in the rest of the
economy. Contributions for employee retirement by Government
enterprises such as the Postal Service are recorded as an increase
in the current deficit of enterprises. Contributions by other ac-
counts are recorded as purchases of goods and services. The receipt
of these retirement contributions is treated in the NIA as contribu-
tions for social insurance. Since receipts and expenditures are in-
creased by identical amounts, this treatment has no effect on the
surplus or deficit. Around 80% of these payments go to the civil
service retirement fund, while most of the remainder is for social
security.

Other netting and grossing.—The budget normally counts as re-
ceipts only income from taxation or similar sources that arises
from the exercise of governmental power to compel payment.
Money received in the course of business-type transactions, there-
fore, is normally shown as offsets against outlays. For instance,
receipts from social insurance programs operated by the Veterans
Administration (such as the National Service Life Insurance and
U.S. Government Life Insurance) are netted against outlays in the
budget since these programs are voluntary, commercial-type activi-
ties. However, in the NIA these insurance premiums are treated as
social insurance receipts just as are receipts from compulsory Gov-
ernment programs.
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68 THE BUDGET FOR FISCAL YEAR 1980

One major element of netting and grossing in recent years has
been due to budgetary collections arising from the Outer Continen-
tal Shelf leases. All such collections are recorded in the budget as
negative outlays. The rents and royalties component—but not the
bonuses—are recorded in the NIA as indirect business nontaxes;
this converts the money from an offset to outlays in the budget to a
receipt in the NIA. Adjustments of this type affect total receipts
and expenditures identically and, thus, do not alter the surplus or
deficit of either the budget or the Federal sector of the NIA.

Other netting and grossing includes some imputed contributions
for social insurance for Federal employees for unemployment com-
pensation (which adds an equal amount to nondefense purchases)
and workmen's compensation (which adds an equal amount to do-
mestic transfer payments).

As already discussed in the section labeled "major tax changes,"
the President's budget proposes to provide real wage insurance
payments to qualified individuals as part of his anti-inflation pro-
gram. These payments, to the extent that they do not exceed tax
liabilities, are being treated in the budget as refunds of receipts.
The NIA treats these payments as transfer payments (rather than
as offsets to receipts), thereby requiring a new grossing adjustment
totaling an estimated $2.3 billion in 1980.

Timing adjustments.—The budget records receipts at the time
the cash is collected regardless of when the income is earned, and
outlays (except interest paid to the public) are generally recorded
at the time the checks are issued. The NIA attempt to record most
receipts from the business sector in the time period in which the
income is earned rather than when taxes are actually paid, while
personal income taxes and social insurance contributions are re-
corded at the time of payment by the individual taxpayer rather
than when the liability is accrued or the cash is received by Treas-
ury.

The principal timing adjustment to expenditures is for defense
purchases. The major defense timing adjustment normally involves
procurement items (such as missiles and airplanes) purchased
under most fixed-price contracts. These items are recorded in the
Federal sector NIA as defense purchases at the time of delivery to
the Federal Government, rather than when the payment is made
(as the budget does) or when they are fabricated. Work in progress
is counted as part of private business inventories until the goods
are completed and delivered to the Government. An additional
defense timing adjustment is made to convert foreign military
sales, which are recorded on a cash basis in the unified budget, to a
basis consistent with net exports in the NIA. In addition, some

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

1980



SPECIAL ANALYSIS B 69

accounting adjustments are included with the defense timing ad-
justment in this translation.

Since both the budget and the NIA record public debt interest to
the public when it accrues, no timing adjustment is needed for
most interest transactions.

Bonuses on Outer Continental Shelf land leases.—In recent years
bonuses paid on the Outer Continental Shelf oil leases have become
a significant reconciliation item between the unified budget and
the NIA. As already noted, the budget records these bonuses as
proprietary receipts and, therefore, deducts them from budget out-
lays. The NIA excludes these transactions as being a transfer of
assets, because the payments are not included in calculating book
profits under current corporate accounting practice.

Other.—This category includes some miscellaneous adjustments,
largely for certain specialized aspects of the national income ac-
counts, such as the purchase and sale of land and geographical
exclusions. Geographic exclusions arise because Puerto Rico, the
Virgin Islands, and other U.S. territories are not included in the
United States for purposes of computing the GNP and related data
series (such as social insurance taxes, domestic transfer payments,
and grants-in-aid) but also are not treated as foreign for purposes
of producing data on exports, imports, and foreign transfer pay-
ments. Geographical exclusions will reduce NIA receipts relative to
budget receipts by about $1.4 billion and NIA expenditures by
about $3.9 billion in 1980. Certain nondefense timing adjust-
ments—for example, the difference between State withdrawals of
unemployment benefits and actual payments to individuals—are
included in this adjustment line because of the difficulty in sepa-
rating them from other adjustments in this line. This line also
includes a $0.4 billion shift of cash payments from 1978 to 1979 in
the supplemental security income transfer payments. Under legis-
lation enacted in 1977, when these payments fall due on a weekend
or holiday the payments are to be made early. The budget recorded
13 such monthly payments for 1978 and will show 11 for 1979; the
NIA records 12 for each year. This category includes adjustment
for certain foreign currency transactions that are not included in
the budget, and transactions of Federal entities that are excluded
from the budget but included in the Federal sector NIA.
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Table

Description

B-12. FEDERAL

1969

TRANSACTIONS

1970 1971

IN THE NATIONAL INCOME

Actual

1972 1973

ACCOUNTS,

1974

1969-80

1975

[In billions

1976

of dollars]

1977 1978 1979

Estimate

1980

RECEIPTS, NATIONAL INCOME BASIS

Personal taxes and nontax receipts 90.0 93.6
Corporate profits tax accruals 37.0 33.0
Indirect business tax and nontax accruals... 18.6 19.2
Contributions for social insurance 44.5 49.2

Total receipts, national income
basis 190.1 194.9

EXPENDITURES, NATIONAL INCOME
BASIS

Purchases of goods and services 98.0 97.0
Defense (76.1) (75.3)
Nondefense (21.9) (21.7)

Transfer payments 50.9 57.0
Domestic ("to persons") (48.7) (55.0)
Foreign (2.2) (2.0)

Grants-in-aid to State and local govern-
ments 19.2 22.6

Net interest paid 12.1 13.6
Subsidies less current surplus of Govern-

ment enterprises 4.6 5.4
Wage disbursements less accruals - . 1

Total expenditures, national
income basis 184.7 195.6

Excess of receipts ( + ) or expendi-
t u r e s ^ ) , national income basis + 5 . 4 —.6 —20.2

87.5
32.0
20.0
52.9

192.5

94.8
(72.1)
(22.7)
70.1

(67.7)
(2.3)

26.8
14.2

6.8
.1

212.7

100.3
34.2
19.9
59.1

213.5

100.9
(72.5)
(28.4)
78.9

(76.1)
(2.8)

32.6
14.1

6.4

232.9

107.3
41.0
20.7
71.5

240.5

101.7
(73.3)
(28.4)
89.7

(87.1)
2.7

40.4
15.9

9.1
- .5

256.2

122.6
43.7
21.4
84.2

271.8

104.6
(74.1)
(30.5)
104.7

(101.7)
(3.0)

41.6
19.8

8.0
.2

278.8

127.1
42.1
111
92.1

283.5

118.0
(80.3)
(37.6)
134.3

(131.2)
(3.1)

48.4
21.9

5.7
.4

328.7

136.9
51.9
24.2

100.9

313.9

126.2
(85.5)
(40.7)
156.5

(153.5)
(3.0)

57.5
25.2

6.1

371.5

165.9
58.8
24.5

116.1

365.3

140.7
(92.3)
(48.4)
169.6

(166.4)
(3.2)

66.2
28.4

7.0

412.0

186.3
67.2
27.2

133.1

413.8

151.1
(98.1)
(53.0)
181.8

(178.4)
(3.4)

74.6
33.7

9.4
*

450.6

206.6
76.9
29.0

151.8

464.3

166.0
(105.1)
(60.9)
200.2

(196.6)
(3.6)

78.2
41.6

10.3
*

496.3

236.4
78.2
30.4

168.8

513.8

178.2
(115.4)
(62.8)
226.4

(222.5)
(3.9)

78.9
45.2

10.5

539.2

M
03
r
8s

2
•8

>

-19 .5 -15 .7 - 7 . 0 - 4 5 . 3 -57 .6 -46 .7 - 3 6 . 8 - 3 2 . 0 -25 .4

* $50 million or less. Note—Excludes the transition quarter.
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SPECIAL ANALYSIS B 

FEDERAL TRANSACTIONS IN THE NATIONAL INCOME 
ACCOUNTS 

The budget is designed to serve several purposes: 
—It is an economic document that reflects the taxing and spend-

ing policies of the Government for promoting economic growth, 
high employment, relative price stability, and a strong bal-
ance-of-payments position. 

—It proposes an allocation of resources between the private and 
public sectors and within the public sector. Through its impact 
on consumption and investment decisions and the distribution 
of income it also affects allocation decisions within the private 
sector. 

—It sets forth the President's request to the Congress for appro-
priation action on existing or new programs and for changes in 
tax legislation. 

—It is a report to the Congress and the people on how the Govern-
ment has spent the funds entrusted to it in past years. 

No single budget concept can satisfy all these purposes fully. The 
budget document and related Treasury reports provide complete, 
detailed information on the finances of the Federal Government 
and on the tax and spending programs proposed by the President. 
For study of aggregate economic activity, however, the national 
income and product accounts (NIA) of the United States provide 
the most useful measures. This special analysis shows Federal fi-
nances as measured in the NIA. The analysis is divided into three 
major sections. The first shows the size, composition, and trends in 
Federal sector receipts and expenditures. Additional details will be 
published in the February 1980 issue of the Department of Com-
merce publication, Survey of Current Business. The second section 
of this analysis shows quarterly estimates of Federal sector receipts 
and expenditures seasonally adjusted at annual rates and also 
discusses estimating errors inherent in preparing this translation; 
the final section explains the major differences between the budget 
and the NIA concepts. A brief discussion of fiscal policy can be 
found in Part 2 of the Budget of the United States, and a more 
detailed analysis in the Economic Report of the President 
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48 THE BUDGET FOR FISCAL YEAR 1981 

FEDERAL SECTOR RECEIPTS AND EXPENDITURES 

Table B - l shows Federal sector NIA receipts, expenditures, and 
deficits for 1979-81. 

Table B - l . FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA 
(In billions of dollars) 

1979 1980 1981 
Description actual estimate estimate 

RECEIPTS 
Personal tax and nontax receipts 223.5 245.1 279.7 
Corporate profits tax accruals 78.4 76.5 77.1 
Indirect business tax and nontax accruals 29.4 38.5 53.0 
Contributions for social insurance 152.4 170.5 197.9 

Total receipts 483.7 530.6 607.7 

EXPENDITURES 
Purchases of goods and services 162.4 185.6 202.9 

Defense (105.9) (118.7) (132.1) 
Nondefense (56.5) (66.9) (70.8) 

Transfer payments 201.7 235.1 267.6 
Domestic ("to persons") (197.7) (230.9) (263.2) 
Foreign (4.0) (4.2) (4.4) 

Grants-in-aid to State and local governments 79.3 84.3 90.7 
Net interest paid 40.4 49.2 52.2 
Subsidies less current surplus of Government enter-

prises 9.8 10.0 12.9 
Wage disbursements less accruals * 

Total expenditures 493.6 564.2 626.3 

Deficit ( - ) - 9 . 9 - 3 3 . 6 - 1 8 . 6 

*$50 million or less. 

Trends in Federal sector receipts.—Table B - l divides receipts into 
four major categories, which are also illustrated in the chart on the 
distribution of Federal sector receipts by category. Table B-2 
shows, at 10-year intervals, 3-year averages of Federal sector re-
ceipts by category as a percent of the gross national product (GNP). 
Three-year averages are used in order to eliminate the impact of 
annual fluctuations and permit a greater focus on basic trends. 

Table B - 2 . FEDERAL SECTOR RECEIPTS AS A PERCENT OF GNP 

Description 
1949-51 
average 
actual 

1959-61 
average 
actual 

1969-71 
average 
actual 

1979-81 
average 
estimate 

Personal tax and nontax receipts 6.6 8.4 9.4 9.8 
Corporate profits tax accruals 5.2 4.3 3.6 3.1 
Indirect business tax and nontax accruals 3.1 2.6 2.0 1.6 
Contributions for social insurance 2.0 3.3 5.1 6.8 

Total receipts 16.9 18.6 20.1 21.3 
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SPECIAL ANALYSIS A 49 

Distribution of Federal Sector Receipts by Category 

5-Year Averages 

Contributions for 
Social Insurance 

Indirect Business Tax 
and Nontax Accruals 

Corporate Profits 
Tax Accruals 

Personal tax and nontax receipts.—The largest receipt category— 
personal tax and nontax receipts—is composed primarily of individ-
ual income taxes but also includes estate and gift taxes and some 
miscellaneous receipts. Increases in income, because of both real 
growth and inflation, automatically increase these receipts. Since 
personal income taxes are progressive, these receipts normally 
grow at a faster rate than personal income. However, tax reduc-
tions enacted periodically over the past three decades have offset 
part of the increase in effective tax rates resulting from the pro-
gressive tax structure. 

Corporate profits tax accruals.—Corporate profits tax accruals 
vary significantly from year to year because corporate profits are 
highly volatile. The NIA corporate profits taxes differ from the 
corresponding budget category primarily because: (1) The NIA in-
cludes the deposit of earnings by the Federal Reserve System as 
corporate profits taxes, whereas the budget treats these collections 
as miscellaneous receipts; and (2) the NIA records corporate profits 

310-700 0 - 8 0 - 4 
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50 THE BUDGET FOR FISCAL YEAR 1981 

taxes when the profits are earned (that is, accrued), while the 
unified budget records the cash receipts. 

Estimates of corporate profits tax accruals are normally subject 
to greater error than any other category of receipts. The NIA 
estimate is derived from estimates of corporate profits, estimated 
tax rates, and adjustments for tax law changes. Even for past 
periods these estimates are subject to significant revisions based on 
later data. As is shown in table B-9, the estimated corporate 
profits tax accruals for 1978 are now $0.5 billion higher than was 
estimated a year ago, even though both estimates were for a period 
that had ended. There is about a 3-year lag between initial and 
final estimates of corporate tax liability data; in the interim, 
successive estimates are made using the better data that gradually 
become available. 

The gradual decline in corporate profits tax receipts relative to 
GNP and (as shown in the chart above) to total receipts results 
mainly from three factors: (1) a long-term decline in corporate 
profits relative to GNP; (2) a narrowing of the corporate profits tax 
base resulting from changes in the definition of corporate profits 
for tax purposes (largely increases in permissible depreciation 
allowances); and (3) reductions in effective tax rates on corporate 
profits resulting from statutory rate reductions and tax credits. 

Indirect business tax and nontax accruals.—These receipts are 
composed of excise taxes, customs duties, and various miscella-
neous receipts such as rents and royalties on the Outer Continental 
Shelf lands, import fees on crude oil and petroleum products, and 
coal-mining reclamation fees. Over time, indirect business tax and 
nontax accruals have become a much less important part of total 
Federal sector receipts, partly because they normally do not rise in 
proportion to the growth in the economy and partly because some 
of them, such as the automobile and telephone excise taxes, have 
been reduced or repealed. This decline has been reversed in the 
1980 and 1981 estimates largely due to the proposed new windfall 
profit tax on oil. 

Contributions for social insurance.—This is the second largest 
category of Federal sector receipts. The increase since World War 
II has been caused by the growth in the labor force and in wage 
rates, the expanded coverage of existing social insurance programs, 
the enactment of new ones, and increases in the taxable wage base 
and tax rates needed to finance liberalization of benefits. As a 
result of the rapid rise in social insurance taxes (mainly social 
security) and the passage of legislation reducing or eliminating 
individual income taxes for many low- and moderate-income indi-
viduals and families, millions of Americans now pay significantly 
higher social insurance taxes than income taxes. 
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SPECIAL ANALYSIS A 51 

Major tax changes.—Federal sector receipts in the budget reflect 
both the impact of tax changes scheduled under current law and 
proposed tax legislation. The major enacted changes reflected in 
the Federal sector estimates presented in this analysis are: 

—Scheduled increases in social security taxes. The taxable earn-
ings basis increased from $22,900 in calendar year 1979 to 
$25,900 in 1980 and is scheduled to increase to $29,700 in 1981. 
The social security tax rate is scheduled to increase from 
12.25% in calendar year 1980 to 13.3% in 1981. 

—Continued phase-out of telephone excise tax by one percentage 
point per year. 

The receipts proposals in the 1981 budget, which are described in 
Part 4 of the budget, increase Federal sector receipts by $6.1 billion 
in 1980 and $16.7 billion in 1981. The major tax proposal affecting 
Federal sector receipts is the administration's windfall profit tax 
proposal, which is designed to capture a part of the windfall profits 
that result from the decontrol of domestic oil prices. This proposal 
increases excise tax receipts by $8.4 billion in 1980 and $20.8 billion 
in 1981. Since this excise tax is deductible for income tax purposes, 
it reduces individual and corporate income taxes, by $3.4 billion in 
1980 and $8.6 billion in 1981. 

Part 4 of the Budget discusses tax changes and proposed legisla-
tion in greater detail. 

Trends in Federal sector expenditures.—Federal sector expendi-
tures are also divided into several major NIA categories. The prin-
cipal distinction is between purchases of goods and services (which 
are divided between defense and nondefense purchases) and all 
other transactions. Purchases are that portion of the Nation's 
output that is bought directly by the Federal Government and, 
therefore, included in the GNP. The other expenditure categories 
consist primarily of payments to individuals and grants to State 
and local governments. These individuals and governments, in 
turn, can use the income to finance their own consumption or 
purchases of goods and services, to save, and—in the case of States 
and localities—to hold down taxes or to make transfer payments. 

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

1981



52 THE BUDGET FOR FISCAL YEAR 1981 

Distribution of Federal Sector Expenditures by Catesory 

Percent Year Averages 

Interest and Other 

Grants-in-Aid 

Domestic 
Transfer Payments 

1952-56 1957-61 
Fiscal Year* 

1962-66 1967-71 1972*76 1977-01 

The chart on composition of Federal sector expenditures shows 
the trends in spending by year from 1966 to 1981 and the chart on 
distribution of Federal sector expenditures illustrates the trends 
over an even longer period. As can be seen, major shifts in the 
composition of Federal sector expenditures occur over time. For 
example, for most years since the Korean war, defense purchases of 
goods and services have been a declining share of Federal spending. 
This pattern was temporarily reversed for 3 years during the Viet-
nam war, but by 1970 the defense share was well below the pre-
Vietnam percentages. The President's enunciated policy of increas-
ing real defense spending over the next few years should result in 
a moderate increase of defense purchases relative to the GNP. 
Defense purchases are expected to total 21.0% of Federal sector 
expenditures in 1980 and 21.1% in 1981; they were 21.5% in 1979, 
and 21.7% in 1978. 

Table B-3 shows, at 10-year intervals, 3-year averages of Federal 
sector expenditures by category as a percent of GNP. 
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SPECIAL ANALYSIS A 53 

Table B - 3 . FEDERAL SECTOR EXPENDITURES AS A PERCENT OF GNP 

1 9 4 9 - 5 1 1 9 5 9 - 6 1 1 9 6 9 - 7 1 1 9 7 9 - 8 1 
D e s c r i p t i o n a v e r a g e a v e r a g e a v e r a g e a v e r a g e 

a c t u a l a c t u a l a c t u a l e s t i m a t e 

Defense purchases 5.5 9.3 7.8 4.7 
Nondefense purchases 2.2 1.8 2.3 2.6 
Domestic transfer payments 3.3 4.3 5.9 9.1 
Foreign transfer payments 1.5 .4 .2 .2 
Grants-in-aid to State and local governments .8 1.4 2.4 3.4 
Net interest paid 1.5 1.3 1.4 1.9 
Subsidies less current surplus of Government enterprises .3 .6 .6 .4 

Total expenditures 15.2 19.0 20.6 22.1 

Defense purchases and foreign transfer payments are, of course, 
largely devoted to the conduct of our national defense and foreign 
affairs.1 In 1949-51 defense purchases were 5.5% of GNP. In 1949 
and 1950 these were greatly affected by receipts from large-scale 
sales of World War II materials while 1951 was the first year of the 
Korean War. Foreign transfer payments in 1949-51 averaged 1.5% 
of GNP. The total of these—7.0%—reflects roughly the cost of the 
conduct of external affairs. The years 1959-61, while a post-Korean 
War peacetime period, reflected a higher level of defense expendi-
tures than was prevalent prior to the Korean War. In that period, 
defense purchases and foreign transfers combined were equal to 
9.7% of GNP. Even though the 1969-71 period included some of the 
peak spending for the Vietnam War, defense purchases and foreign 
transfers were down to 8.0% of GNP. In the 1979-81 peacetime 
period they are expected to be equal to 4.9% of GNP. 

In contrast, spending on most other expenditure categories— 
especially nondefense purchases, domestic transfer payments, and 
grants-in-aid—has risen dramatically relative to GNP over this 
period. In 1949-51, spending for everything except defense pur-
chases and foreign transfer payments was equal to 8.2% of GNP; in 
1979-81 such spending is estimated to equal 17.3% of GNP. Total 
Federal sector expenditures are estimated to continue to rise rela-
tive to GNP from 21.3% in 1979 to 22.7% in 1981. 

Table B-4 displays purchases of goods and services (defense and 
nondefense) with a split by character of expenditures between com-
pensation of employees and all other purchases, and with some 
additional distribution of the nondefense purchases other than 
compensation. 

1 However, in recent years a significant portion of foreign transfers has arisen from payments under general 
domestic social programs—for example, payments to social security retirees living abroad. 
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54 THE BUDGET FOR FISCAL YEAR 1981 

Table B - 4 . PURCHASES OF GOODS AND SERVICES BY CHARACTER OF EXPENDITURE 
(In billions of dollars) 

1976 1977 1978 1979 1980 1981 
actual actual actual actual estimate estimate 

Defense purchases: 
Compensation of employees 4 0 . 4 4 2 . 2 4 5 . 4 4 8 . 3 5 2 . 0 5 6 . 0 
Other 4 4 . 9 4 9 . 7 5 2 . 4 5 7 . 6 6 6 . 7 7 6 . 1 

Total defense purchases 8 5 . 3 9 1 . 9 9 7 . 8 1 0 5 . 9 1 1 8 . 7 1 3 2 . 1 

Nondefense purchases: 
Compensation of employees 2 0 . 3 2 3 . 0 2 5 . 2 2 7 . 3 2 9 . 4 3 1 . 6 
Other 2 0 . 1 2 5 . 4 2 7 . 7 2 9 . 2 3 7 . 5 3 9 . 2 

(Commodity Credit Corpora-
tion: mainly purchase and 
sale of agricultural com-
modities) ( . 2 ) ( 2 . 6 ) ( . 9 ) ( - 1 . 1 ) ( 1 . 7 ) ( - D 

(Strategic petroleum reserves) (*) ( . 6 ) ( . 8 ) ( . 5 ) ( 1 . 0 ) 

(All other) ( 1 9 . 9 ) ( 2 2 . 8 ) ( 2 6 . 2 ) ( 2 9 . 5 ) ( 3 5 . 3 ) ( 3 8 . 3 ) 

Total nondefense 4 0 . 4 4 8 . 4 5 2 . 9 5 6 . 5 6 6 . 9 7 0 . 8 

* $50 million or less. 

Defense purchases of goods and services.—Defense purchases con-
sist of all purchases of goods and services under programs included 
in the national defense function in the budget document. In addi-
tion, defense purchases include purchases of goods and services by 
the military assistance programs that in earlier years had been 
classified in the national defense function but are now classified in 
the international affairs function in the budget. Normally about 
95% of defense purchases are made by the Department of Defense, 
Military. The bulk of the remainder is for military assistance, 
defense stockpile, civil defense, and nuclear weapons programs car-
ried out by other agencies. 

The budget calls for an increase in defense purchases of $13.4 
billion in 1981 over 1980. This increase more than offsets the 
impact of inflation, thus continuing the reversal of the pattern of a 
steady decline in real terms from 1968 through 1976. While NIA 
defense purchases are not estimated in constant prices, the budget 
includes constant price estimates of outlays in the national defense 
function. This category and defense purchases in the NIA are 
sufficiently similar so that these figures give a rough approxima-
tion of the same transactions. Table B-5 shows the budget esti-
mates of outlays in constant prices for the national defense func-
tion. 
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SPECIAL A N A L Y S I S A 55 

Table B - 5 . DEFENSE FUNCTION OUTLAYS IN CONSTANT (FISCAL YEAR 1972) PRICES 

(In billions of dollars) 

At 5-year intervals: 
1 9 4 5 1 2 5 2 . 0 
1 9 5 0 3 2 9 . 4 
1 9 5 5 7 5 . 8 
1 9 6 0 7 3 . 8 
1 9 6 5 6 6 9 . 3 
1 9 7 0 9 0 . 3 
1 9 7 5 6 7 . 2 
1 9 8 0 e s t i m a t e 7 0 . 7 

For selected years: 
1 9 4 8 2 2 0 . 3 
1 9 5 3 4 9 6 . 3 
1 9 5 6 5 7 2 . 9 
1 9 6 8 7 1 0 1 . 4 
1 9 7 6 8 6 5 . 6 
1 9 7 9 9 6 9 . 3 
1 9 8 1 e s t i m a t e 7 3 . 2 
1 9 8 3 e s t i m a t e 8 0 . 0 

1 World War II peak year. 
2 Post-World War II low; includes large offsets from sale of assets acquired during the war. 
3 Last year prior to Korean war. 
4 Korean war peak year. 
5 Post-Korean war low in the 1950's. 
• Post-Korean war low in the 1960's. 
7 Peak of spending during Vietnam war. 
8 Lowest point in post-Vietnam era. 
9 Last year for which "actual" data are available. 

Nondefense purchases of goods and services.—This category 
covers the goods and services purchased by Federal nondefense 
agencies. These include such programs as operation of national 
forest, park, and recreation areas; space exploration; promotion of 
commerce; acquisition and disposal of agricultural commodities; 
construction of flood control and navigation projects; operation of 
the Federal airway system; a wide variety of medical, energy, 
space, and other scientific research; the capital outlays of Govern-
ment enterprises; Federal law enforcement; and operation of veter-
ans hospitals. 
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56 THE BUDGET FOR FISCAL YEAR 1981 

Composition of Federal Sector Expenditures 

$Mtitm* S Billion, 

Fiscal Y#crv EiHntqh) 

Nondefense purchases consist mainly of the cost of operating the 
various nondefense agencies. In the case of Government enterprises 
(including the CCC and the Postal Service), however, the purchases 
figures reflect net capital formation. 

The Department of Health and Human Services accounts for 
more nondefense purchases than any other agency—$8.1 billion in 
1981. Of this, $5.6 billion is for health programs—both the adminis-
tration of health care and for medical research—and $2.2 billion is 
for the Social Security Administration. The next largest agency in 
terms of nondefense purchases is the Veterans Administration, 
with a total of $7.3 billion in 1981. The bulk of these purchases are 
for hospital and medical care for veterans. Both the National Aero-
nautics and Space Administration with $5.3 billion in 1981 nonde-
fense purchases and the Department of Energy with $4.6 billion in 
1981 nondefense purchases conduct major research and develop-
ment programs, though the Energy Department also makes purchases 
for a wide range of other activities. The Transportation Depart-
ment's $5.1 billion of 1981 nondefense purchases are mainly for the 
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SPECIAL ANALYSIS A 57 

operation of the Federal Aviation Agency and the Coast Guard. 
The Corps of Engineers makes an estimated $3.1 billion in 1981 non-
defense purchases which, along with the Tennessee Valley Authori-
ty's $2.3 billion, are primarily for public works for natural resources 
and power activities. 

Domestic transfer payments.—This is now the largest category of 
Federal sector expenditures. Spending for domestic transfers has 
expanded rapidly in recent years, mainly because of more benefi-
ciaries and higher benefit payments under social insurance pro-
grams. As table B-6 shows, spending on human resources pro-
grams—especially income security programs—dominates domestic 
transfer payments. This spending is expected to continue to rise in 
1981, largely due to demographic and economic conditions—in-
creases in the covered population and adjustments to compensate 
for inflation. Social security accounts for 50% of total domestic 
transfer payments in 1981, while Medicare accounts for another 
14%, unemployment assistance for 6V2% and Federal employee's 
retirement, disability, and compensation for 15% of the total. Pro-
gram trends (on a unified budget basis) are discussed extensively in 
Part 5 of the Budget and elsewhere in the budget documents. 
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Table B - 6 . FUNCTIONAL COMPOSITION OF DOMESTIC TRANSFER PAYMENTS 
(In billions of dollars) 

Actual Estimate 

Description 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 

HUMAN RESOURCES PROGRAMS 
Income security: 

Social security (OASDI) 28.6 34.0 38.0 46.6 53.2 61.5 70.3 81.1 89.3 99.4 114.4 132.8 
Railroad Retirement 1.6 1.9 2.1 2.4 2.6 3.0 3.4 3.7 3.9 4.2 4.7 5.1 
Civil service retirement 2.7 3.2 3.7 4.5 5.6 6.9 8.2 9.4 10.8 12.3 14.4 16.7 
Unemployment benefits 3.0 5.6 6.5 4.8 5.5 12.4 18.0 13.9 10.6 9.6 14.1 17.2 
Benefits for coal miners * .3 .4 .9 1.0 .9 1.0 .9 1.0 1.6 1.9 1.8 
Supplemental security income 1.9 4.2 4.6 4.7 5.0 5.2 5.7 6.2 
Food and nutrition .6 1.5 1.8 2.2 2.7 4.2 4.7 4.4 4.5 5.7 7.3 8.1 
Special payments, Treasury 1 1.7 .9 .9 .9 .8 1.7 1.6 
Workmen's compensation .1 .2 .2 .2 .3 .4 .5 .6 .6 .7 .8 1.0 
Other .1 .1 .1 .1 .1 .1 .2 .2 .3 .4 .8 1.0 

Subtotal, Income security 36.7 46.7 52.8 61.7 72.8 95.3 111.7 120.0 126.9 139.9 165.7 191.5 

Health: 
Medicare 6.7 7.5 8.3 9.0 10.9 14.1 16.9 20.7 24.2 28.1 32.4 36.1 
Other .4 .4 .4 .4 .4 .5 .6 .6 .6 .6 .6 .7 

Subtotal, Health 7.2 7.9 8.8 9.4 11.4 14.6 17.4 21.3 24.8 28.6 33.0 36.7 

Education, training, employment, and social 
services: 

Education .5 .7 .9 1.0 1.0 1.2 1.8 2.4 2.8 3.5 4.0 4.1 
Training, employment, and social serv-

ices .7 .9 .9 .7 .7 .4 .3 .4 .6 .7 .8 .8 

Subtotal, education, training, em-
ployment, and social services.... 1.3 1.5 1.7 1.7 1.7 1.7 2.2 2.8 3.4 4.2 4.8 5.0 
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Veterans benefits and services 6.9 8.0 8.8 9.7 

Total, human resources pro-
grams 52.0 64.2 72.1 82.6 

ALL OTHER FUNCTIONS 
National defense (military retired pay) 
Other functions 

2.8 
.2 

3.3 
.2 

3.8 
.2 

4.3 
.2 

Total functions not included in 
human resources grouping. .. 3.0 3.5 4.0 4.5 

Total domestic transfer pay-
ments 55.0 67.7 76.1 87.1 

* $50 million or less. 
1 Includes both $50 tax rebates and earned income tax credits in excess of tax liabilities. 

Note.—Excludes the transition quarter. 

10.4 12.8 14.3 13.3 13.5 14.0 14.4 15.4 

96.3 124.4 145.5 157.5 168.6 186.7 217.9 248.5 

5.1 
.4 

6.2 
.6 

7.2 9.0 10.1 
.9 

11.8 
1.2 

13.5 
1.1 

5.4 6.8 8.0 9.0 9.8 11.0 13.0 14.7 

101.7 131.2 153.5 166.4 178.5 197.7 230.9 263.2 

C n 
ZD 
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60 THE BUDGET FOR FISCAL YEAR 1981 

Grants-in-aid.—These expenditures help State and local govern-
ments to provide general governmental services and to finance 
programs for the needy. Table B-7 shows detail on grants-in-aid by 
budget function and major activity. Grant expenditures are dis-
cussed in greater detail in Special Analysis H of this document. 
While the definition of Federal aid used in that analysis differs 
somewhat from that used in the NIA, the two sets of data largely 
overlap. Special Analysis H explains the relationship between the 
series. 

There is a substantial degree of substitutability between grants-
in-aid and domestic transfer payments and—to a lesser degree— 
nondefense purchases. For example, low-income veterans could be 
eligible for free medical care under medicaid (grants), in a veterans 
hospital (nondefense purchases), or, perhaps medicare (transfer 
payments). The supplemental security income transfer payments 
have substituted for the previous program of grants to States for 
public assistance for the elderly and handicapped. (The State and 
local spending of Federal grant money for public assistance pro-
grams is classified as State and local government transfer pay-
ments.) Most grants in the income security function plus Medicaid 
are grants to assist States provide income support, most other 
grants finance State and local services to the public. Grants-in-aid 
for income security are estimated to rise by 35% from 1979 to 1981, 
almost the same rate as domestic transfers in that function. Medic-
aid grants are projected to rise by 27%, also close to the rise in 
Medicare transfer payments. The remainder of grants is projected 
to rise by 7.3% from 1979 to 1981, while the remainder of domestic 
transfer payments is up by 20%. 

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

1981



Table B - 7 FUNCTIONAL COMPOSITION OF FEDERAL GRANTS-IN-AID 
(In billion of dollars) 

Actual Estimate 

Description 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 

HUMAN RESOURCES PROGRAMS 
Income security: 

Public assistance cash 4.1 5.5 6.6 5.9 5.4 5.1 5.8 6.3 6.6 6.6 7.0 7.4 
Child nutrition and other food programs.. .4 .6 .9 1.1 1.2 1.7 2.1 2.7 2.8 3.3 3.9 3.9 
Other .3 .4 .4 .5 .5 .9 1.2 1.4 1.3 1.4 3.0 4.0 

Subtotal, income security 4.8 6.5 7.8 7.5 7.1 7.7 9.2 10.4 10.8 11.3 13.9 15.3 

Health: 
Medicaid 2.7 3.4 4.6 4.6 5.8 6.8 8.6 9.8 10.6 12.4 14.1 15.7 
Other (includes research, construction, 

services, and medical training) 1.2 1.2 1.5 1.7 2.0 2.4 2.8 2.7 2.8 2.8 2.9 3.0 

Subtotal, health 4.0 4.6 6.1 6.3 7.8 9.2 11.4 12.6 13.4 15.1 17.0 18.7 

Education, training, employment, and social 
services.-

Education 3.4 3.7 4.0 4.0 3.9 5.0 4.9 5.4 6.0 7.3 7.7 8.0 
Training and employment .8 1.1 1.7 2.2 1.9 3.4 5.6 6.0 9.5 9.3 8.8 9.5 
Social services 1.4 1.6 2.9 2.6 2.5 3.3 3.4 4.0 4.4 5.3 4.8 5.0 

Subtotal, education, training, em-
ployment, and social services.... 5.6 6.4 8.6 8.7 8.4 11.6 13.8 15.4 19.9 21.9 21.3 22.5 

Veterans benefits and services * * * * * * .1 .1 ,1 .1 .1 .1 
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Table B - 7 . FUNCTIONAL COMPOSITION OF FEDERAL GRANTS-IN-AID—Continued 
(In billion of dollars) 

Actual Estimate 

Description 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 

14.4 17.5 22.6 22.5 23.3 28.6 34.5 38.5 44.2 48.4 52.3 56.6 

.4 .8 .8 1.1 2.0 2.5 3.0 4.1 3.8 4.6 4.8 4.9 

.6 2.9 1.7 .3 .2 
* 1.0 2.0 2.4 3.1 3.4 3.7 

1.8 2.0 2.2 2.6 2.7 2.8 2.4 2.1 1.5 1.7 1.9 2.2 

1.8 2.0 2.2 2.6 2.7 2.8 3.4 4.6 6.8 6.4 5.6 6.2 

4.6 4.9 5.1 5.3 5.3 5.8 7.5 7.7 8.1 9.6 10.5 11.1 

6.6 6.1 6.1 6.2 6.8 6.8 6.8 6.9 6.9 6.6 6.1 6.1 6.2 
1.7 1.3 

6.8 
.2 
.8 

1.0 
.3 .3 .3 .4 .4 .5 .5 .6 .9 .9 

.2 

.8 .6 

.3 .3 .3 7.0 6.5 6.7 6.7 9.0 9.1 7.8 7.9 8.4 

1.1 1.3 1.7 1.9 1.9 2.0 2.5 2.3 2.6 2.6 3.2 3.5 

8.1 9.2 10.0 17.9 18.4 19.8 23.0 27.8 30.4 30.9 32.0 34.1 

22.6 26.8 32.6 40.4 41.6 48.4 57.5 66.3 74.7 79.3 84.3 90.7 

Total, human resources pro-
grams 

Natural resources and environment 

Community and regional development: 
Local public works 
Block grants 
Other 

Subtotal, community and regional 
development 

Transportation 

General purpose fiscal assistance: 
General revenue sharing 
Anti-recession fiscal assistance 
Other 

Subtotal, general purpose fiscal 
assistance 

All other functions 

Total other functions 

Total grants-in-aid 

* 5 0 million or less. 

Note—Excludes the transition quarter. 
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SPECIAL ANALYSIS D 63 

Foreign transfer payments.—There are three major types of for-
eign transfer payments: expenditure of dollars to assist foreign 
economic development, grants of surplus agricultural products, and 
payments under social security and similar programs to individuals 
living abroad. Although payments to individuals are gradually 
rising (roughly in proportion with the rise in GNP), total foreign 
transfer payments have declined to less than 0.2% of GNP; in 1949 
they were equal to 1.9% of GNP. 

Net interest paid.—Net interest depends on the size of Federal 
debt, loans outstanding, and the interest rates on borrowing and 
lending. In the early post-war years (1947-48), net interest paid 
amounted to over 13% of total Federal sector NIA expenditures, 
but it accounted for around 6-7% of the total each year from 1952 
to 1977. Net interest paid rose from 6.9% of Federal sector expendi-
tures in 1977 to 7.4% in 1978 and 8.2% in 1979; it is estimated to 
rise to 8.7% in 1980 and drop back to 8.3% in 1981. 

In recent years foreign holdings of Federal debt have increased 
significantly. This expansion, combined with higher interest rates, 
pushed up the amount of interest paid abroad to over $10.8 billion 
in 1979. The increase in foreign holdings of Federal debt and in 
interest payments on that debt is discussed further in Special 
Analysis E. 

Subsidies less current surplus of Government enterprises.—Subsi-
dies less current surplus of Government enterprises consist of two 
elements: (1) Subsidy payments to resident business (including 
farms); and (2) the "current surplus" or "deficit" of Government 
enterprises. In this context, a subsidy is a monetary grant to a unit 
engaged in commercial activities. Examples are housing subsidies, 
subsidies for railroads, and the construction and operating differen-
tial subsidies paid to operators of U.S.-flag merchant ships. As 
table B-8 shows, roughly half of the subsidies are for housing 
programs. These subsidies are designed mainly to reduce the cost of 
housing to moderate- and low-income families. 

"Government enterprise" is the term used in the NIA to desig-
nate certain business-type operations of the Government, which 
usually appear in the budget as public enterprise revolving funds. 
The operating costs of Government enterprises are, to a great 
extent, covered by the sale of goods and services to the public, as 
distinguished from tax receipts. The difference between the sales 
and the current operating expenses of a Government enterprise 
constitutes its surplus or deficit. As noted above, the capital forma-
tion of Government enterprises is classified as nondefense pur-
chases. The largest Government enterprises are the Commodity 
Credit Corporation, the Postal Service (which is not now included 
in the budget), and the Tennessee Valley Authority. 

Table B-8 shows the composition of this aggregation by major 
category. 
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Table B - 8 . SUBSIDIES LESS CURRENT SURPLUS OF GOVERNMENT ENTERPRISES 
(In billions of dollars) 

a* 

Actual Estimate 

Description 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 

ubsidies: 
Commodity Credit Corporation 3.1 3.6 3.0 4.0 2.4 0.6 0.3 0.6 2.3 2.0 0.5 1.8 
Other Department of Agriculture .4 .3 .3 .4 .2 .4 .6 .7 .8 .8 .8 .9 
Maritime .3 .4 .4 .4 .4 .5 .5 .5 .5 .5 .6 .5 
Housing (HUD) .5 .8 1.3 1.7 1.9 2.2 2.3 2.9 3.5 4.1 4.9 6.0 
Railroad and mass transit * .1 .1 .1 .5 1.1 1.4 1.5 1.7 2.0 1.9 
Other (mainly airline subsidies)1 * .1 .1 .7 .1 .1 .1 .3 .2 .4 .3 .6 

Subtotal 4.4 5.2 5.2 7.3 5.2 4.2 5.0 6.4 8.8 9.5 9.1 11.7 

nterprise surpluses ( - ) or deficits.-
Commodity Credit Corporation .6 .6 .6 1.3 1.5 .3 .2 .2 .8 1.4 .9 .7 
Postal Service 1.3 2.0 1.4 1.3 2.0 2.2 2.3 1.6 1.4 .8 1.8 2.6 
Tennessee Valley Authority - . 2 - . 2 - . 2 - . 2 - . 3 - . 3 - . 4 - . 6 - . 6 - . 8 - . 8 - 1 . 1 
Federal Housing Administration - . 2 - . 3 - . 3 - . 3 - 1 - 2 - . 2 - . 2 - . 2 - . 1 - . 2 - . 2 
Federal Deposit Insurance Corporation - . 1 - . 1 - . 2 - . 1 - . 1 - . 2 - . 2 - . 2 - . 3 - . 4 - . 3 - . 4 
Federal Savings and Loan Insurance Cor-

poration - . 1 - . 1 - . 1 - . 1 - . 2 - . 2 - . 2 - . 2 - . 3 - . 3 - . 3 - . 4 
All other2 - . 2 - . 3 _ * - . 1 - . 1 - . 2 - . 3 - . 1 - . 1 - . 3 - . 2 - . 2 

Subtotal 1.1 1.6 1.2 1.8 2.7 1.5 1.2 .5 .8 .4 .9 1.2 

Total subsidies less current 
surplus 5.4 6.8 6.4 9.1 8.0 5.7 6.2 6.9 9.6 9.8 10.0 12.9 

*50 million or less. 
1 Includes subsidies by the disaster loan fund of $0.7 billion in 1973. 
2 Includes wage disbursements less accruals. 

Note—Excludes the transition quarter. 
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SPECIAL ANALYSIS D 65 

Wage disbursements less accruals.—This is an adjustment item 
occasionally made in the NIA when it is necessary to take account 
of the fact that wages and salaries are not always received at the 
same time as they are earned. The national income component of 
wages and salaries is counted in the GNP on an accrual basis; that 
is, when the income is earned rather than when it is received. 
Personal income, however, including wage and salary disburse-
ments, is estimated on the basis of when the cash is received. 

Ordinarily, wage and salary payments disbursed in one period 
but earned in the preceding period are approximately offset by 
payments disbursed in the next period but earned in the current 
period. The adjustment between national income and personal 
income is then small or zero. A small adjustment for wage accruals 
by the Government is shown for 1979. 

QUARTERLY ESTIMATES AND ESTIMATING ERRORS 

Estimating errors.—Estimates of NIA receipts and expenditures 
are necessarily imprecise. The budget itself is a mixture of a fore-
cast of what receipts and outlays are expected to be for some items 
under current law and a Presidential request for congressional 
approval of proposed amounts for others. In compiling this special 
analysis, each budget receipt and outlay is analyzed and translated 
into NIA categories. The budget process does not generate all of 
the data needed to make precise NIA estimates, so approximations 
are required in the translation. Even the translation from past 
year accounting data to NIA "actuals" are subject to adjustment 
when more complete information becomes available. 

Table B-9 provides some indication of the magnitudes of the 
estimating errors associated with the past-year data. When the 
1980 budget was published a year ago, 1978 had been over for 3V2 
months, and the 1978 estimates were labeled "actual"; yet as table 
B-9 shows, the figures for 1978 are now significantly different. One 
can anticipate revisions similar to those shown in table B-9 for the 
"actuals" each year. The margin of error for the estimated years 
(1980 and 1981 in this budget) is even greater, since they involve 
estimating errors and differences between proposals and what is 
realized in the basic unified budget, as well as errors in translating 
unified budget transactions into NIA terms. 

310-700 0 - 8 0 - 5 
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66 THE BUDGET FOR FISCAL YEAR 1981 

Table B - 9 . FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA: COMPARISON OF JANUARY 
1979 AND JANUARY 1980 ESTIMATES FOR 1978 

(In billions of dollars) 

"Actuals" 
for 1978 Currently 

Description shown Change reported Description 
in 1980 "actuals" 
budget for 1978 

RECEIPTS 
Personal tax and nontas receipts 186.3 * 186.3 
Corporate profits tax accruals 67.2 0.5 67.7 
Indirect business tax and nontax accruals 27.2 * 27.2 
Contributions for social insurance 133.1 .4 133.5 

Total, receipts 413.8 .9 414.7 

EXPENDITURES 
Purchases of goods and services 151.1 - . 4 150.7 

Defense (98.1) ( - 3 ) (97.8) 
Nondefense (53.0) ( - • 1 ) (52.9) 

Transfer payments 181.8 .2 182.0 
Domestic ("to persons") (178.4) (•1) (178.5) 
Foreign (3.4) (•1) (3.5) 

Grant-in-aid to State and local governments 74.6 .1 74.7 
Net interest paid 33.7 - . 6 33.1 
Subsidies less current surplus of Government enter-

prises 9.4 .2 9.6 

Total, expenditures 450.6 - . 5 450.1 

Deficit ( - ) - 36 .8 1.4 -35 .4 

* $ 5 0 million or less. 

Quarterly estimates.—Table B-10 presents quarterly NIA receipts 
and expenditures (at seasonally adjusted annual rates) for 1979 to 
1981. 

As noted above, the translation of the budget into the NIA 
categories is inexact. When the annual NIA estimates are convert-
ed into quarterly distributions that are seasonally adjusted at 
annual rates, greater imprecision must be expected. The data pre-
sented in table B-10 are the best available estimates of the quar-
terly NIA receipts and expenditures consistent with the 1981 
budget, but should be used with clear recognition of their limita-
tions. 
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Table B - 1 0 . FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA, QUARTERLY, 1979-81 
(In billions of dollars; seasonally adjusted at annual rates) 

Actual Estimated 

Description Oct.- J a n - A p r - July- O c t - J a n - A p r - Ju ly - Oct. - J a n - Apr.- July-
Dec. Mar. June Sept. Dec. Mar. June Sept. Dec. Mar. June Sept. 
1978 1979 1979 1979 1979* 1980 1980 1980 1980 1981 1981 1981 

RECEIPTS 
Personal tax and notax receipts . 211.1 213.0 223.4 235.2 248.1 242.2 247.3 254.2 264.2 274.3 285.7 294.5 
Corporate profits tax accruals 81.2 77.2 74.9 79.4 83.1 76.5 73.4 73.0 74.1 75.8 78.1 80.5 
Indirect business tax and nontax accruals 29.3 29.4 29.9 30.0 30.7 38.2 41.0 44.1 48.3 51.4 54.8 57.7 
Contributions for social insurance 142.0 155.5 157.5 160.2 164.2 170.7 173.9 177.1 180.9 202.6 205.5 208.6 

Total, receipts 463.5 475.0 485.8 504.8 526.1 527.6 535.6 548.4 567.5 604.1 624.1 641.3 

EXPENDITURES 
Purchases of goods and services 159.0 163.6 161.7 162.9 177.0 185.5 188.2 191.4 197.1 201.0 204.7 208.5 

Defense (101.2) (103.4) (106.0) (109.0) (114.6) (117.3) (120.0) (122.8) (128.0) (130.7) (133.4) (136.1) 
Nondefense • (57.8) (60.2) (55.7) (53.9) (62.4) (68.2) (68.2) (68.6) (69.1) (70.3) (71.3) (72.4) 

Transfer payments 192.1 196.8 201.9 217.6 221.9 228.7 234.8 254.5 259.6 262.4 266.3 282.3 
Domestic (to "persons") (187.9) (192.7) (198.0) (213.9) (217.9) (224.5) (230.5) (250.2) (255.2) (258.0) (261.9) (277.9) 
Foreign (4.2) (4.0) (3.9) (3.7) (4.0) (4.2) (4.3) (4.3) (4.4) (4.4) (4.4) (4.4) 

Grants-in-aid to State and local governments 80.7 77.8 77.7 81.8 83.0 82.0 84.2 87.7 88.2 90.1 91.7 92.4 
Net interest paid 37.1 40.0 42.6 43.5 46.0 49.1 50.5 51.2 51.7 52.0 52.4 52.8 
Subsidies less current surplus of Government enterprises 10.9 8.3 9.0 10.2 8.4 9.8 10.2 11.3 12.1 12.6 13.2 13.5 
Wage disbursements less accurals .2 .2 

Total, expenditures 479.7 486.8 492.9 516.1 536.4 555.1 567.9 596.1 608.7 618.1 628.3 649.5 
Deficit ( - ) -16 .3 -11 .7 - 7 . 0 -11 .3 - 10 .3 -27 .5 -32 .3 -47 .7 - 41 .2 -14 .0 - 4 . 2 - 8 . 2 

* Preliminary. 

Note—Because of the methods normally used seasonally adjusting NIA data, the average of seasonally adjusted data for the 4 quarters of a fiscal year may not be equal to the unadjusted fiscal year total. 
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68 THE BUDGET FOR FISCAL YEAR 1981 

RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR N I A 

Table B - l l shows the major differences between the budget and 
the Federal sector of the NIA. These differences are explained 
below. 

Table B - l l . RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR, NIA 
(In billions of dollars) 

Description 1979 1980 1981 
actual estimate estimate 

RECEIPTS 
Total, budget receipts 465.9 523.8 600.0 

Government contributions for employee retire-
ment (grossing) 7.9 8.8 9.4 

Other netting and grossing 3.6 3.8 4.3 
Adjustment to accruals 7.3 - 4 . 8 - 4 . 9 
Other - . 9 - 1 . 0 - 1 . 2 

Federal sector, NIA receipts 483.7 530.6 607.7 

EXPENDITURES 
Total, budget outlays 493.7 563.6 615.8 

Lending and financial transactions - 7 . 2 - 7 . 3 - . 4 
Government contribution for employee retirement 

(grossing) 7.9 8.8 9.4 
Other netting and grossing 3.6 3.8 4.3 
Defense timing adjustment - 1 . 3 - 2 . 7 - 2 . 2 
Bonuses on Outer Continential Shelf land leases- 1.9 3.0 3.9 
Other - 4 . 9 - 4 . 9 - 4 . 4 

Federal sector, NIA expenditures 493.6 564.2 626.3 

Lending and financial transactions.—Conceptually, the national 
income and product accounts measure the Nation's current income 
and production, and therefore do not include transactions, such as 
loans, that are an exchange of existing assets and liabilities rather 
than current income or production. Loan transactions have a sig-
nificant economic impact, affecting income and output, but they 
are analyzed more appropriately within a financial market frame-
work, such as provided by the flow-of-funds data of the Federal 
Reserve Board. Special Analysis E (Borrowing, Debt, and Invest-
ment) and Special Analysis F (Federal Credit Programs) both con-
tain information on the financial market implications of the 
budget. 

Most of the lending and financial transactions displayed in table 
B- l l are shown in Special Analysis F. However, this total differs 
from the total for direct loans shown in Special Analysis F because: 
(a) the NIA records nonrecourse agricultural commodity loans as 
purchases rather than loans; (b) capital contributions to interna-
tional financial institutions, while not technically loans, are treat-
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SPECIAL ANALYSIS D 69 

ed as financial transactions and, therefore, excluded from the NIA; 
and (c) Special Analysis F also shows lending by off-budget Federal 
entities, which do not require reconciliation with the NIA because 
they are not included in the budget. 

Government contribution for employee retirement.—The contribu-
tions of Government agencies to the retirement trust funds of their 
employees are not included in the budget totals. While the outlays 
are recorded in each agency's budget, they are offset by an intra-
governmental deduction. However, the NIA counts Government 
payments for employee retirement as part of the compensation 
paid to Government employees and, therefore, as Government ex-
penditures; this treatment maintains comparability with the treat-
ment of employee retirement contributions in the rest of the econo-
my. Contributions for employee retirement by Government enter-
prises such as the Postal Service are recorded as an increase in the 
current deficit of enterprises. Contributions by other accounts are 
recorded as purchases of goods and services. The receipt of these 
retirement contributions is treated in the NIA as contributions for 
social insurance. Since receipts and expenditures are increased by 
identical amounts, this treatment has no effect on the surplus or 
deficit. Around 80% of these payments go to the civil service retire-
ment fund, while most of the remainder is for social security. 

Other netting and grossing.—The budget normally counts as re-
ceipts only income from taxation or similar sources that arises 
from the exercise of governmental power to compel payment. 
Money received in the course of business-type transactions, there-
fore, is normally shown as offsets against outlays. For instance, 
receipts from social insurance programs operated by the Veterans 
Administration (such as the National Service Life Insurance and 
U.S. Government Life Insurance) are netted against outlays in the 
budget since these programs are voluntary, commercial-type activi-
ties. However, in the NIA these insurance premiums are treated as 
social insurance receipts just as are receipts from compulsory Gov-
ernment programs. 

One major element of netting and grossing in recent years has 
been due to budgetary collections arising from the Outer Continen-
tal Shelf leases. All such collections are recorded in the budget as 
negative outlays. The rents and royalties component—but not the 
bonuses—are recorded in the NIA as indirect business nontaxes; 
this converts the money from an offset to outlays in the budget to a 
receipt in the NIA. 

Other netting and grossing includes some imputed contributions 
for social insurance for Federal employees for unemployment com-
pensation (which adds an equal amount to nondefense purchases) 
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70 THE BUDGET FOR FISCAL YEAR 1981 

and workmen's compensation (which adds an equal amount to do-
mestic transfer payments). 

The proposed windfall profit tax includes taxes on windfall profits to 
oil-producing State and local governments as well as on private 
producers. The budget treats these collections as receipts but the NIA 
treats the taxes on State and local government profits ($0.7 billion in 
1981) as offsets to grants-in-aid. The budget also includes proposed 
charges to insurance carriers for the cost of medical care given by the 
Veterans Administration to certain veterans. In the budget these 
charges are offsetting receipts, while the NIA treats them as personal 
nontaxes. 

Timing adjustments.—The budget records receipts at the time 
the cash is collected regardless of when the income is earned, and 
outlays (except interest paid to the public) are generally recorded 
at the time the checks are issued. The NIA attempt to record most 
receipts from the business sector in the time period in which the 
income is earned rather than when taxes are actually paid, while 
personal income taxes and social insurance contributions are re-
corded at the time of payment by the individual taxpayer rather 
than when the liability is accrued or the cash is received by 
Treasury. 

The principal timing adjustment to expenditures is for defense 
purchases. The major defense timing adjustment normally involves 
procurement items (such as missiles and airplanes) purchased 
under most fixed-price contracts. These items are recorded in the 
Federal sector NIA as defense purchases at the time of delivery to 
the Federal Government, rather than when the payment is made 
(as the budget does) or when they are fabricated. Work in progress 
is counted as part of private business inventories until the goods 
are completed and delivered to the Government. An additional 
defense timing adjustment is made to convert foreign military 
sales, which are recorded on a cash basis in the unified budget, to a 
basis consistent with net exports in the NIA. In addition, some 
accounting adjustments are included with the defense timing ad-
justment in this translation. 

Since both the budget and the NIA record public debt interest to 
the public when it accrues, no timing adjustment is needed for 
most interest transactions. 

Bonuses on Outer Continental Shelf land leases.—In recent years 
bonuses paid on the Outer Continental Shelf oil leases have become 
a significant reconciliation item between the unified budget and 
the NIA. As already noted, the budget records these bonuses as 
proprietary receipts and, therefore, deducts them from budget out-
lays. The NIA excludes these transactions as being a transfer of 
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SPECIAL ANALYSIS D 71 

assets, because the payments are not included in calculating book 
profits under current corporate accounting practice. 

Other.—This category includes some miscellaneous adjustments, 
largely for certain specialized aspects of the national income ac-
counts, such as the purchase and sale of land and geographical 
exclusions. Geographic exclusions arise because Puerto Rico, the 
Virgin Islands, and other U.S. territories are not included in the 
United States for purposes of computing the GNP and related data 
series (such as social insurance taxes, domestic transfer payments, 
and grants-in-aid) but also are not treated as foreign for purposes 
of producing data on exports, imports, and foreign transfer pay-
ments. Geographical exclusions will reduce NIA receipts relative to 
budget receipts by about $1.3 billion and NIA expenditures by 
about $4.6 billion in 1981. Certain nondefense timing adjust-
ments—for example, the difference between State withdrawals of 
unemployment benefits and actual payments to individuals—are 
included in this adjustment line because of the difficulty in sepa-
rating them from other adjustments in this line. This line also 
includes a $0.4 billion shift of cash payments from 1978 to 1979 in 
the supplemental security income transfer payments. Under legis-
lation enacted in 1977, when these payments fall due on a weekend 
or holiday the payments are to be made early. The budget recorded 
13 such monthly payments for 1978 and 11 for 1979; the NIA 
records 12 for each year. This category includes adjustment for 
certain foreign currency transactions that are not included in the 
budget, and transactions of Federal entities that are excluded from 
the budget but included in the Federal sector NIA. 
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Table B-12. FEDERAL TRANSACTIONS IN THE NATIONAL INCOME ACCOUNTS, 1 9 6 9 - 8 0 

(In billions of dollars) K) 

Actual Estimate 

Description 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 

RECEIPTS, NATIONAL INCOME BASIS 
Personal taxes and nontax receipts 93.6 87.5 100.3 107.3 122.6 127.1 137.0 166.0 186.3 223.5 245.1 279.7 
Corporate profits tax accruals 33.0 32.0 34.2 41.0 43.7 42.1 51.7 59.1 67.7 78.4 76.5 77.1 
Indirect business tax and and nontax ac-

cruals 19.2 20.0 19.9 20.7 21.4 22.2 24.3 24.5 27.2 29.4 38.5 53.0 
Contributions of social insurance 49.2 52.9 59.1 71.5 84.2 92.1 100.9 116.4 133.5 152.4 170.5 197.9 

Total receipts, national income 
basis 194.9 192.5 213.5 240.5 271.8 283.5 313.9 366.0 414.7 483.7 530.6 607.7 

EXPENDITURES, NATIONAL INCOME 
BASIS 

Purchases of goods and services 
Defense 
Nondefense 

Transfer payments 
Domestic ("to persons") 
Foreign 

Grants-in-aid to State and local govern-
ments 

Net interest paid 
Subsidies less current surplus of Govern-

ment enterprises 
Wage disbursements less accruals 

Total expenditures, national 
income basis 

Excess of receipts ( + ) or expenditures 
(—), national income basis 

97.0 94.8 100.9 101.7 104.6 118.0 
(75.3) (72.1) (72.5) (73.3) (74.1) (80.3) 
(21.7) (22.7) (28.4) (28.4) (30.5) (37.6) 

57.0 70.1 78.9 89.7 104.7 134.3 
(55.0) (67.7) (76.1) (87.1) (101.7) (131.2) 

(2.0) (2.3) (2.8) (2.7) (3.0) (3.1) 

22.6 26.8 32.6 40.4 41.6 48.4 
13.6 14.2 14.1 15.9 19.8 21.9 

5.4 6.8 6.4 9.1 8.0 5.7 
- . 1 .1 - . 5 .2 .4 

195.6 212.7 232.9 256.2 278.8 328.7 

- . 6 - 2 0 . 2 - 1 9 . 5 - 1 5 . 7 - 7 . 0 - 4 5 . 3 

125.7 140.3 150.7 162.4 185.6 202.9 
(85.3) (91.9) (97.8) (105.9) (118.7) (132.1) 
(40.4) (48.4) (52.9) (56.5) (66.9) (70.8) 
156.5 169.6 182.0 201.7 235.1 267.6 

(153.5) (166.4) (178.5) (197.7) (230.9) (263.2) 
(3.0) (3.2) (3.5) (4.0) (4.2) (4.4) 

57.6 66.3 74.7 79.3 84.3 90.7 
25.2 28.4 33.1 40.4 49.2 52.2 

6.2 6.9 9.6 * 9.8 * 10.0 12.9 

371.1 411.4 450.1 493.6 

-9 .9 

564.2 

-33.6 

626.3 

- 18 .6 

* $50 million or less. Note—Excludes the transition quarter. 
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SPECIAL ANALYSIS B 

FEDERAL TRANSACTIONS IN THE NATIONAL INCOME 
ACCOUNTS 

The budget is designed to serve several purposes: 
—It is an economic document that reflects the taxing and spend-

ing policies of the Government for promoting economic growth, 
high employment, relative price stability, and a strong bal-
ance-of-payments position. 

—It proposes an allocation of resources between the private and 
public sectors and within the public sector. Through its impact 
on consumption and investment decisions and the distribution 
of income it also affects allocation decisions within the private 
sector. 

—It sets forth the President's request to the Congress for appro-
priation action on existing or new programs and for changes in 
tax legislation. 

—It is a report to the Congress and the people on how the Govern-
ment has spent the funds entrusted to it in past years. 

No single budget concept can satisfy all these purposes fully. The 
budget document and related Treasury reports provide complete, 
detailed information on the finances of the Federal Government 
and on the tax and spending programs proposed by the President. 
For study of aggregate economic activity, however, the national 
income and product accounts (NIA) of the United States provide 
the most useful measures. This special analysis shows Federal fi-
nances as measured in the NIA. The analysis is divided into three 
major sections. The first shows the size, composition, and trends in 
Federal sector receipts and expenditures. Additional details will be 
published in the March 1981 issue of the Department of Commerce 
publication, Survey of Current Business. The second section of this 
analysis shows quarterly estimates of Federal sector receipts and 
expenditures and also discusses estimating errors inherent in pre-
paring this translation, while the final section explains the major 
differences between the budget and the NIA concepts. A discussion 
of fiscal policy can be found in the Economic Report of the Presi-
dent 

In December 1980 the Department of Commerce issued a major 
("benchmark") revision of the GNP and related data series. While 
this revision included both conceptual (definitional) and estimating 
changes, the Federal sector data were subject only to estimating 
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44 THE BUDGET FOR FISCAL YEAR 1982 

changes—no definitional changes were made in the Federal sector 
concepts. 

FEDERAL SECTOR RECEIPTS AND EXPENDITURES 

Table B- l shows Federal sector NIA receipts, expenditures, and 
deficits for 1980-82. 

Table B - l . FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA 
(In billions of dollars) 

Description 1980 
actual 

1981 
estimate 

1982 
estimate 

RECEIPTS 
Personal tax and nontax receipts 
Corporate profits tax accruals 
Indirect business tax and nontax accruals 
Contributions for social insurance 

249.7 
70.6 
35.7 

171.3 

290.5 
67.9 
61.2 

194.8 

339.3 
78.8 
83.8 

226 3 

Total receipts 527.3 614.4 728.2 

EXPENDITURES 
Purchases of goods and services 

Defense 
Nondefense 

Transfer payments 
Domestic ("to persons") 
Foreign 

Grants-in-aid to State and local governments 
Net interest paid 
Subsidies less current surplus of Government enter-

prises 

190.2 
(126.1) 

(64.1) 
239.3 

(234.7) 
(4.6) 
86.7 
51.2 

10.8 

218.5 
(148.0) 

(70.5) 
281.5 

(276.8) 
(4.7) 
90.3 
67.3 

13.4 

248.7 
(167.5) 

(81.2) 
313.9 

(308.7) 
(5.2) 
94.6 
75.1 

14.0 

Total expenditures 578.2 671.0 746.3 

Deficit ( - ) - 5 0 . 9 - 5 6 . 6 - 1 8 . 1 

Trends in Federal sector receipts.—Table B-l divides receipts into 
four major categories, which are also illustrated in the chart on the 
distribution of Federal sector receipts by category. Table B-2 
shows, at 10-year intervals, 3-year averages of Federal sector re-
ceipts by category as a percent of the gross national product (GNP). 
Three-year averages are used in order to eliminate the impact of 
annual fluctuations and permit a greater focus on basic trends. 

Table B-2. FEDERAL SECTOR RECEIPTS AS A PERCENT OF GNP 

1950-52 1960-62 1970-72 1980-82 
Description average average average average 

actual actual actual estimate 

Personal tax and nontax receipts 7.4 8.6 9.0 10.2 
Corporate profits tax accruals 5.7 4.2 3.2 2.5 
Indirect business tax and nontax accruals - 3.0 2.6 1.9 2.0 
Contributions for social insurance 2.1 3.5 5.1 6.9 

Total receipts 18.2 18.9 19.2 21.6 

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

1982



SPECIAL ANALYSIS A 45 

Distribution of Federal Sector Receipts by Category 
Percent Percent 
100 INSNM k W V t KVsNfc NVstt k W M T 1 0 0 
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b 40 
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0 

1953-57 58-62 63-67 68-72 73-77 78-82 
Fiscal Years Estimate 

Personal tax and nontax receipts.—The largest receipt category— 
personal tax and nontax receipts—is composed primarily of individ-
ual income taxes but also includes estate and gift taxes and some 
miscellaneous receipts. Increases in income, because of both real 
growth and inflation, automatically increase these receipts. Since 
personal income taxes are progressive, these receipts normally 
grow at a faster rate than personal income. However, tax reduc-
tions enacted periodically over the past three decades have offset 
part of the increase in effective tax rates resulting from the pro-
gressive tax structure. 

Corporate profits tax accruals.—Corporate profits tax accruals 
vary significantly from year to year because corporate profits are 
highly volatile. The NIA corporate profits taxes differ from the 
corresponding budget category primarily because: (1) the NIA in-
cludes the deposit of earnings by the Federal Reserve System as 
corporate profits taxes, whereas the budget treats these collections 
as miscellaneous receipts; and (2) the NIA records corporate profits 
taxes when the profits are earned (that is, accrued), while the 
unified budget records the cash receipts. 
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46 THE BUDGET FOR FISCAL YEAR 1982 

Estimates of corporate profits tax accruals are normally subject 
to greater error than any other category of receipts. The NIA 
estimate is derived from estimates of corporate profits, estimated 
tax rates, and adjustments for tax law changes. Even for past 
periods these estimates are subject to significant revisions based on 
later data. As is shown in Table B-10, the estimated corporate 
profits tax accruals for 1979 are now $2.6 billion lower than was 
estimated a* year ago, even though both estimates were for a period 
that had ended. There is about a 3-year lag between initial and 
final estimates of corporate tax liability data; in the interim, 
successive estimates are made using the better data that gradually 
become available. 

The gradual decline in corporate profits tax receipts relative to 
GNP and (as shown in the chart above) to total receipts results 
mainly from three factors: (1) a long-term decline in corporate 
profits relative to GNP; (2) a narrowing of the corporate profits tax 
base resulting from changes in the definition of corporate profits 
for tax purposes (largely increases in permissible depreciation 
allowances); and (3) reductions in effective tax rates on corporate 
profits resulting from statutory rate reductions and tax credits. 

Indirect business tax and nontax accruals.—These receipts are 
composed of excise taxes, customs duties, and various miscella-
neous receipts such as the recently enacted windfall profit taxes, 
rents and royalties on the Outer Continental Shelf lands, import 
fees on crude oil and petroleum products, and coal-mining reclama-
tion fees. Over time, indirect business tax and nontax accruals 
have become a much less important part of total Federal sector 
receipts, partly because they normally do not rise in proportion to 
the growth in the economy and partly because some of them, such 
as the automobile and telephone excise taxes, have been reduced or 
repealed. However, these receipts nearly triple between 1979 and 
1982, largely due to the recently enacted windfall profit taxes and to 
the proposed motor fuels tax, both of which are discussed in part 4 of 
the Budget. 

Contributions for social insurance.—This is the second largest 
category of Federal sector receipts. The increase since World War 
II has been caused by the growth in the labor force and in wage 
rates, the expanded coverage of existing social insurance programs, 
the enactment of new ones, and increases in the taxable wage base 
and tax rates needed to finance liberalization of benefits. As a 
result of the rapid rise in social insurance taxes (mainly social 
security) and the passage of legislation reducing or eliminating 
individual income taxes for many low- and moderate-income indi-
viduals and families, millions of Americans now pay significantly 
higher social insurance taxes than income taxes. 
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Major tax changes.—Federal sector receipts in the budget reflect 
both the impact of tax changes scheduled under current law and 
proposed tax legislation. The major enacted changes reflected in 
the Federal sector estimates presented in this analysis are: 

—Increases in social security taxes. The taxable earnings base 
increased from $25,900 in calendar year 1980 to $29,700 in 
1981, and is estimated to increase to $32,100 in 1982. The social 
security tax rate rose from 12.26% in calendar year 1980 to 
13.3% in 1981, and is scheduled to rise to 13.4% in 1982. 

—The windfall profit tax on domestic producers of crude oil. This 
was enacted in April 1980. 

The receipts proposals in the 1982 budget, which are described in 
Part 4 of the Budget, increase Federal sector receipts by $2.2 billion 
in 1981 and by $4.3 billion in 1982. The provisions of the proposed 
economic revitalization program, which are designed to increase 
productivity, lower unemployment, and reduce inflation, reduce 
Federal sector receipts by $4.1 billion in 1981 and $19.4 billion in 
1982. The other major proposal affecting Federal sector receipts is 
the excise tax on gasoline and diesel fuels. This proposal increases 
estimated indirect business tax and nontax accruals by $4.2 billion 
in 1981 and $13.2 billion in 1982. 

Part 4 of the Budget discusses tax changes and proposed legisla-
tion on a unified budget basis in greater detail. 

Trends in Federal sector expenditures.—Federal sector expendi-
tures are also divided into several major NIA categories. The prin-
cipal distinction is between purchases of goods and services (which 
are divided between defense and nondefense purchases) and all 
other transactions. Purchases are that portion of the Nation's 
output that is bought directly by the Federal Government and, 
therefore, included in the GNP. The other expenditure categories 
consist primarily of payments to individuals and grants to State 
and local governments. These individuals and governments, in 
turn, can use the income to finance their own consumption or 
purchases of goods and services, to save, and—in the case of States 
and localities—to hold down taxes or to make transfer payments. 

The chart on the distribution of Federal sector expenditures 
illustrates the trends for 5-year averages starting with 1953. As can 
be seen, major shifts in the composition of Federal sector expendi-
tures occur over time. For example, for most years since the 
Korean war, defense purchases of goods and services have been a 
declining share of Federal spending. This pattern was temporarily 
reversed for 3 years during the Vietnam period, but by 1970 the 
defense share was well below the pre-Vietnam percentages. De-
fense purchases are expected to total 22.1% of Federal sector ex-
penditures in 1981 and 22.4% in 1982; they were 21.8% in 1980, 
and 21.7% in 1979. 
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Distribution of Federal Sector Expenditures by Category 
Percent 
100 

1953-67 58-62 63-67 68-72 73-77 78-82 
Fiscal Years Estimate 

Percent 
100 

Table B-3 shows, at 10-year intervals, 3-year averages of Federal 
sector expenditures by category as a percent of GNP. 

Table B-3. FEDERAL SECTOR EXPENDITURES AS A PERCENT OF GNP 

Description 
1950-52 
average 
actual 

1960-62 
average 
actual 

1970-72 
average 
actual 

1980-82 
average 
estimate 

Defense purchases 8.0 9.0 7.1 5.1 
Nondefense purchases 1.8 1.9 2.3 2.5 
Domestic transfer payments 3.1 4.4 6.3 9.5 
Foreign transfer payments 1.1 .4 .2 .2 
Grants-in-aid to State and local governments .8 1.4 2.6 3.2 
Net interest paid 1.4 1.3 1.3 2.2 
Subsidies less current surplus of Government enterprises .3 .6 .6 .4 

Total expenditures 16.6 19.0 20.5 23.1 

Defense purchases and foreign transfer payments are, of course, 
largely devoted to the conduct of our national defense and foreign 
affairs. In 1950-52 defense purchases were 8.0% of GNP. In 1950 
these were greatly reduced by receipts from large-scale sales of 
World War II materials while 1951 was the first year of the Korean 
War. Foreign transfer payments in 1950-52 averaged 1.1% of GNP. 
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The total of these—9.1%—-reflects roughly the cost of the conduct 
of external affairs. The years 1960-62, while a post-Korean war 
peacetime period, reflected a higher level of defense expenditures 
than was prevalent prior to the Korean war. In that period, de-
fense purchases and foreign transfers combined were equal to 9.4% 
of GNP. Even though the 1970-72 period included some spending 
for the Vietnam war, defense purchases and foreign transfers were 
down to 7.3% of GNP. In the 1980-82 peacetime period they are 
estimated to be equal to 5.3% of GNP. 

In contrast, spending on most other expenditure categories— 
especially nondefense purchases, domestic transfer payments, and 
grants-in-aid—has risen dramatically relative to GNP over this 
period. In 1950-52, spending for everything except defense pur-
chases and foreign transfer payments was equal to 7.5% of GNP; in 
1980-82 such spending is estimated to equal 17.8% of GNP. 

Table B-4 displays purchases of goods and services (defense and 
nondefense) with a split by character of expenditures between com-
pensation of employees and all other purchases. 

Table B-4. PURCHASES OF GOODS AND SERVICES BY CHARACTER OF EXPENDITURE 
(In billions of dollars) 

1977 1978 1979 1980 1981 1982 
actual actual actual actual estimate estimate 

Defense purchases: 
Compensation of employees 42.2 45.4 48.0 51.4 56.9 62.0 
Other 49.7 52.6 59.4 74.7 91.1 105.5 

Total defense purchases 91.9 98.0 107.4 126.1 148.0 167.5 

Nondefense purchases: 
Compensation of employees 23.0 25.1 26.7 28.6 30.5 32.8 
Other 25.4 27.6 29.3 35.5 40.0 48.4 

Total nondefense 48.4 52.7 56.0 64.1 70.5 81.2 

Defense purchases of goods and services.—Defense purchases con-
sist of all purchases of goods and services under programs included 
in the national defense function in the budget document. In addi-
tion, defense purchases include purchases of goods and services by 
the military assistance programs that in earlier years had been 
classified in the national defense function but are now classified in 
the international affairs function in the budget. Normally about 
95% of defense purchases are made by the Department of Defense, 
Military. The bulk of the remainder is for military assistance, 
defense stockpile, civil defense, and nuclear weapons programs car-
ried out by other agencies. 

The budget calls for an increase in defense purchases of $19.5 
billion in 1982 over 1981. This increase more than offsets the 
impact of inflation, thus continuing the current trend of rising 

340-700 0 - 8 1 - 4 
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50 THE BUDGET FOR FISCAL YEAR 1982 

defense purchases in real terms. The pattern of real defense spend-
ing has altered significantly over the past decade. From a Vietnam 
peak in 1968, real defense purchases declined each year until 1976. 
Between 1976 and 1978 they stayed remarkably stable, and starting 
in 1979 began the rise that is continuing in this budget. 

In former years, while constant price estimates of total purchases 
of goods and services were available, there was no disaggregation 
as between defense and nondefense purchases in constant prices. 
Beginning with the GNP revision issued in December 1980, defense 
and nondefense purchases are now estimated separately in con-
stant as well as current dollars. This new series of constant price 
data extends back to 1972. It shows that defense purchases declined 
by 8.6% between 1972 and 1976, was virtually unchanged from 
1976 to 1978, and began climbing in 1979. They are estimated to be 
17% higher in 1982 than in 1978. While NIA defense purchases are 
not estimated in constant prices for years prior to 1972, the budget 
includes constant price estimates of outlays in the national defense 
function. This category and defense purchases in the NIA are 
sufficiently similar so that these figures give a rough approxima-
tion of the same transactions. Table B-5 shows the budget esti-
mates of outlays in constant prices for the national defense func-
tion for a substantially longer period of time. 

Table B-5. DEFENSE FUNCTION OUTLAYS IN CONSTANT (FISCAL YEAR 1972) PRICES 
(In billions of dollars) 

At 5-year intervals: For selected years: 
1945 1 255.5 1948 2 20.5 
1950 3 29.7 1953 4 96.6 
1955 77.0 1956 5 74.2 
1960 73.7 1968 7 101.7 
1965 6 69.3 1976 8 66.9 
1970 90.3 1981 estimate 77.0 
1975 68.4 1982 estimate 80.4 
1980 9 72.5 

1 World War II peak year. 
2 Post-World War II low; includes large offsets from sale of assets acquired during the war. 
3 Last year prior to Korean war. 
4 Korean war peak year. 
5 Post-Korean war low in the 1950's. 
6 Post-Korean war low in the 1960's. 
7 Peak of spending during Vietnam war. 
8 Lowest point in post-Vietnam era. 
9 Last year for which "actual" data are available. 
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Nondefense purchases of goods and services.—This category 
covers the goods and services purchased by Federal nondefense 
agencies. These include such programs as operation of national 
forest, park, and recreation areas; space exploration; promotion of 
commerce; acquisition and disposal of agricultural commodities; 
construction of flood control and navigation projects; operation of 
the Federal airway system; a wide variety of medical, energy, 
space, and other scientific research; the capital outlays of Govern-
ment enterprises; Federal law enforcement; and operation of veter-
ans hospitals. Table B-6 shows these purchases by agency for the 
years 1975 to 1982. 

Nondefense purchases consist mainly of the cost of operating the 
various nondefense agencies. In the case of Government enterprises 
(including the CCC and the Postal Service), however, the purchases 
figures reflect net capital formation. The most volatile major seg-
ment of nondefense purchases is CCC purchases, because the Cor-
poration buys and sells agricultural commodities. On occasion—as 
in 1979 and in 1981—such sales may exceed new purchases. 
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Table B-6.—NONDEFENSE PURCHASES OF GOODS AND SERVICES BY AGENCY AND ACTIVITY 
(In billions of dollars) 

Legislative and judicial branches 
Department of Agriculture 

Commodity Credit Corporation 
Forest Service 
All other 

Department of Commerce 
Corps of Engineers, Civil 
Department of Education 
Department of Energy 
Department of Health and Human Services 

Health 
Income security and other 

Department of Housing and Urban Development. 
Department of the Interior 
Department of Justice 
Department of Labor 
Department of State 
Department of Transportation 

Coast Guard 
Federal Aviation Administration 
Other 

Department of the Treasury 
Internal Revenue Service 
Other 

Environmental Protection Agency 
National Aeronautics and Space Administration.. 
Veterans Administration 

Hospital and medical care 
Administration and other 

Actual Estimate 

1975 1976 1977 1978 1979 1980 1981 1982 

1.0 1.1 1.4 1.5 1.6 1.8 2.1 2.1 
2.6 2.6 5.4 4.5 2.8 5.4 3.2 5.7 

(0.2) (0.2) (2.6) (0.9) ( - 0 . 9 ) (1.0) ( - 1 .7 ) (0.9) 
(0.8) (0.9) (1.1) (1.2) (1.5) (1.8) (2.0) (2.2) 
(1.5) (1.5) (1.7) (2.3) (2.2) (2.6) (2.9) (2.6) 
0.8 1.0 1.1 1.2 1.3 1.9 1.6 1.8 
2.1 2.2 2.3 2.6 3.0 3.3 3.4 3.4 
0.5 0.4 0.5 0.5 0.5 0.5 0.5 0.6 
1.7 2.2 3.1 4.1 5.1 3.8 7.3 9.2 
4.8 5.3 5.7 6.4 6.6 7.8 8.3 8.6 

(3.2) (3.6) (3.7) (4.4) (4.6) (5.3) (5.4) (5.5) 
(1.6) (1.7) (2.0) (2.0) (2.1) (2.5) (2.9) (3.1) 
0.7 0.5 0.5 0.6 0.7 0.7 0.7 0.8 
2.0 2.2 2.7 2.9 3.3 3.9 4.0 3.8 
1.3 1.4 1.6 1.8 1.9 2.1 2.2 2.3 
0.7 1.0 1.1 1.3 1.7 1.9 2.1 2.3 
0.7 0.9 1.0 1.2 1.4 1.4 1.6 1.9 
2.9 3.2 3.6 3.9 4.2 4.8 5.4 5.9 

(0.8) (0.9) (1.0) (1.1) (1.3) (1.4) (1.7) (1.9) 
(1.7) (1.8) (2.0) (2.2) (2.3) (2.5) (2.7) (2.9) 
(0.4) (0.4) (0.5) (0.6) (0.7) (0.9) (1.0) (1.1) 
2.5 2.7 2.9 3.1 3.4 4.0 4.3 4.6 

(1.6) (1.7) (1.8) (1.9) (2.1) (2.3) (2.5) (2.6) 
(0.9) (1-0) (1.1) (1.2) (1.3) (1.7) (1.8) (1.9) 
0.5 0.5 0.6 0.6 0.8 0.9 1.1 1.3 
3.2 3.6 3.9 3.9 4.1 4.8 5.2 6.2 
4.1 4.7 5.2 5.8 6.2 7.0 7.4 8.3 

(3.6) (3.9) (4.6) (5.1) (5.4) (6.3) (6.7) (7.6) 
(0.5) (0.7) (0.7) (0.7) (0.7) (0.7) (0.7) (0.7) 
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All other 5.4 5.4 5.8 6.9 7.3 8.1 10.1 12.4 
Tennessee Valley Authority (1.0) (1.1) (1.2) (1.5) (2.0) (1.7) (2.4) (2.3) 
0PM: Imputed employee retirement contributions (0.6) (0.7) (0.9) (1.1) (1.2) (1.4) (1.6) (1.8) 
Postal Service (0.7) (0.7) (0.4) (0.3) (0.4) (0.4) (0.5) (0.7) 
Imputed bank service charges (0.5) (0.3) (0.5) (0.6) (0.4) (0.3) (0.4) (0.4) 
Other (2.6) (2.6) (2.8) (3.4) (3.3) (4.3) (5.2) (7.2) 

Total 37.7 40.7 48.4 52.7 56.0 64.1 70.5 81.2 
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Until 1982, the Department of Health and Human Services will 
continue to account for more nondefense purchases than any other 
agency—$8.3 billion in 1981 and $8.6 billion in 1982. Of this, $5.5 
billion is for health programs—both for the administration of 
health care and for medical research—and $3 billion is to adminis-
ter the old-age, survivors, and disability (social security) trust 
funds. The next largest agency in terms of nondefense purchases 
traditionally has been the Veterans Administration, with a total of 
$8.3 billion in 1982. The bulk of these purchases are for hospital 
and medical care for veterans. Both the National Aeronautics and 
Space Administration with $6.2 billion in 1982 nondefense purchases 
and the Department of Energy with $9.2 billion in 1982 non-
defense purchases conduct major research and development pro-
grams, though the Energy Department also has purchases for a 
wide range of other activities. The Department of Energy is grow-
ing rapidly and is estimated to have higher nondefense purchases 
in 1982 than any other agency. The Transportation Department's 
$5.9 billion of 1982 nondefense purchases are mainly for the oper-
ation of the Federal Aviation Agency and the Coast Guard. The 
Corps of Engineers has an estimated $3.4 billion in 1982 nonde-
fense purchases which, along with the Tennessee Valley Authori-
ty's $2.3 billion, is primarily for public works for natural resources 
and power activities. 

Domestic transfer payments.—This is the largest category of Fed-
eral sector expenditures. Spending for domestic transfers has ex-
panded rapidly in recent years, mainly because of more benefici-
aries and higher benefit payments under social insurance pro-
grams. As Table B-7 shows, spending on human resources pro-
grams—especially income security programs—dominates domestic 
transfer payments. This spending is expected to continue to rise in 
1982, largely due to demographic and economic conditions—in-
creases in the covered population and adjustments to compensate 
for inflation. Social security accounts for 50.2% of total domestic 
transfer payments in 1982, while medicare accounts for another 
14.7%, unemployment assistance for 6.5%, and Federal employee's 
retirement, disability, and compensation for 15.0% of the total. 
Program trends (on a unified budget basis) are discussed extensive-
ly in Part 5 of the Budget and elsewhere in the budget documents. 
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Table B-7. FUNCTIONAL COMPOSITION OF DOMESTIC TRANSFER PAYMENTS 
(In billions of dollars) 

Description 
Actual Estimate 

Description 
1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 

HUMAN RESOURCES PROGRAMS 
Income security.-

Social security (OASDI) 
Railroad retirement 
Civil service retirement 
Unemployment benefits 
Benefits for coal miners 
Supplemental security income 

34.0 
1.9 
3.2 
5.6 

.3 

38.0 
2.1 
3.8 
6.5 

.4 

46.6 
2.4 
4.5 
4.9 

.9 

53.2 
2.6 
5.6 
5.6 
1.0 
1.9 
2.7 

61.5 
3.0 
6.9 

12.5 
.9 

4.2 
4.2 
1.7 
.4 
.1 

70.3 
3.4 
8.2 

18.3 
1.0 
4.6 
4.7 

.9 

.5 

.2 

81.1 
3.7 
9.4 

14.2 
.9 

4.7 
4.4 

.9 

.5 

.2 

89.3 
3.9 

10.8 
10.9 

1.0 
4.9 
4.5 

.9 

.6 

.2 

99.4 
4.2 

12.2 
9.5 
1.6 
5.2 
5.7 
.8 
.7 
.2 

113.7 
4.7 

14.5 
16.7 

1.7 
5.7 
7.6 
1.3 
.8 
.2 

134.2 
5.2 

17.3 
24.3 

1.8 
6.5 
9.1 
1.2 
.9 
.3 

155.1 
5.7 

19.6 
20.2 

1.7 
7.1 

10.3 
1.2 
1.0 
.4 

Food and nutrition 
Special payments, Treasury1 

1.5 1.8 2.1 

53.2 
2.6 
5.6 
5.6 
1.0 
1.9 
2.7 

61.5 
3.0 
6.9 

12.5 
.9 

4.2 
4.2 
1.7 
.4 
.1 

70.3 
3.4 
8.2 

18.3 
1.0 
4.6 
4.7 

.9 

.5 

.2 

81.1 
3.7 
9.4 

14.2 
.9 

4.7 
4.4 

.9 

.5 

.2 

89.3 
3.9 

10.8 
10.9 

1.0 
4.9 
4.5 

.9 

.6 

.2 

99.4 
4.2 

12.2 
9.5 
1.6 
5.2 
5.7 
.8 
.7 
.2 

113.7 
4.7 

14.5 
16.7 

1.7 
5.7 
7.6 
1.3 
.8 
.2 

134.2 
5.2 

17.3 
24.3 

1.8 
6.5 
9.1 
1.2 
.9 
.3 

155.1 
5.7 

19.6 
20.2 

1.7 
7.1 

10.3 
1.2 
1.0 
.4 

Workmen's compensation 
Other 

Subtotal, Income security 

Health: 
Medicare 
Other 

Subtotal, Health 

Education, training, employment, and social serv-
ices: 
Education 
Training, employment, and social services 

Subtotal, education, training, employment, 
and social services 

Veterans benefits and services 

.2 

.1 
.2 
.1 

.2 

.1 
.3 
.1 

61.5 
3.0 
6.9 

12.5 
.9 

4.2 
4.2 
1.7 
.4 
.1 

70.3 
3.4 
8.2 

18.3 
1.0 
4.6 
4.7 

.9 

.5 

.2 

81.1 
3.7 
9.4 

14.2 
.9 

4.7 
4.4 

.9 

.5 

.2 

89.3 
3.9 

10.8 
10.9 

1.0 
4.9 
4.5 

.9 

.6 

.2 

99.4 
4.2 

12.2 
9.5 
1.6 
5.2 
5.7 
.8 
.7 
.2 

113.7 
4.7 

14.5 
16.7 

1.7 
5.7 
7.6 
1.3 
.8 
.2 

134.2 
5.2 

17.3 
24.3 

1.8 
6.5 
9.1 
1.2 
.9 
.3 

155.1 
5.7 

19.6 
20.2 

1.7 
7.1 

10.3 
1.2 
1.0 
.4 

Workmen's compensation 
Other 

Subtotal, Income security 

Health: 
Medicare 
Other 

Subtotal, Health 

Education, training, employment, and social serv-
ices: 
Education 
Training, employment, and social services 

Subtotal, education, training, employment, 
and social services 

Veterans benefits and services 

46.7 52.9 61.8 72.9 95.5 111.9 120.2 127.0 139.5 166.9 200.8 222.3 

Workmen's compensation 
Other 

Subtotal, Income security 

Health: 
Medicare 
Other 

Subtotal, Health 

Education, training, employment, and social serv-
ices: 
Education 
Training, employment, and social services 

Subtotal, education, training, employment, 
and social services 

Veterans benefits and services 

7.5 
.4 

8.3 
.4 

9.0 
.4 

10.9 
.4 

14.1 
.5 

16.9 
.6 

20.7 
.6 

24.2 
.6 

28.1 
.6 

33.8 
.8 

38.7 
.8 

45.5 
.8 

Workmen's compensation 
Other 

Subtotal, Income security 

Health: 
Medicare 
Other 

Subtotal, Health 

Education, training, employment, and social serv-
ices: 
Education 
Training, employment, and social services 

Subtotal, education, training, employment, 
and social services 

Veterans benefits and services 

7.9 8.8 9.4 11.4 14.6 17.4 21.3 24.8 28.7 34.6 39.4 46.3 

Workmen's compensation 
Other 

Subtotal, Income security 

Health: 
Medicare 
Other 

Subtotal, Health 

Education, training, employment, and social serv-
ices: 
Education 
Training, employment, and social services 

Subtotal, education, training, employment, 
and social services 

Veterans benefits and services 

.7 

.7 
.8 
.8 

.8 

.7 
.8 
.7 

1.3 
.6 

1.9 
.4 

2.5 
.6 

2.9 
.8 

3.4 
.9 

4.5 
1.0 

5.1 
1.0 

5.7 
1.1 

Workmen's compensation 
Other 

Subtotal, Income security 

Health: 
Medicare 
Other 

Subtotal, Health 

Education, training, employment, and social serv-
ices: 
Education 
Training, employment, and social services 

Subtotal, education, training, employment, 
and social services 

Veterans benefits and services 

1.3 1.5 1.5 1.5 1.9 2.4 3.0 3.6 4.3 5.5 6.0 6.8 

Workmen's compensation 
Other 

Subtotal, Income security 

Health: 
Medicare 
Other 

Subtotal, Health 

Education, training, employment, and social serv-
ices: 
Education 
Training, employment, and social services 

Subtotal, education, training, employment, 
and social services 

Veterans benefits and services 8.0 8.8 9.7 10.4 12.8 14.3 13.3 13.5 14.0 14.5 15.5 16.6 
See footnote at end of table. 
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Table B-7. FUNCTIONAL COMPOSITION OF DOMESTIC TRANSFER PAYMENTS—Continued 
(In billions of dollars) 

Description 
Actual Estimate 

Description 
1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 

Total, human resources programs 

ALL OTHER FUNCTIONS 
National defense (military retired pay) 
All other functions 

64.0 71.9 82.5 96.3 124.8 146.0 157.8 168.9 186.4 221.4 261.7 291.9 Total, human resources programs 

ALL OTHER FUNCTIONS 
National defense (military retired pay) 
All other functions 

oo
 

C
O

 

3.8 
.4 

4.3 
.4 

5.0 
.5 

6.2 
.4 

7.2 
.6 

8.1 
.7 

9.0 
.7 

10.1 
1.3 

11.8 
1.5 

13.6 
1.5 

15.4 
1.4 

Total functions not included in human 
resources grouping 

Total domestic transfer payments 

3.7 4.2 4.7 5.6 6.6 7.8 8.8 9.8 11.4 13.3 15.1 16.8 
Total functions not included in human 

resources grouping 

Total domestic transfer payments 67.7 76.1 87.2 101.8 131.4 153.8 166.6 178.7 197.8 234.7 276.8 308.7 

1 Includes both $50 tax rebates and earned income tax credits in excess of tax liabilities. 
Note—Excludes the transition quarter. 
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SPECIAL ANALYSIS A 57 

Grants-in-aid.—These expenditures help State and local govern-
ments to provide general public services and to finance programs 
for the needy. Table B-8 shows detail on grants-in-aid by budget 
function and major activity. Grant expenditures are discussed in 
greater detail in Special Analysis H of this document. While the 
definition of Federal aid used in that analysis differs somewhat 
from that used in the NIA, the two sets of data largely overlap. 
Special Analysis H explains the relationship between the series. 

There is a substantial degree of substitutability between grants-
in-aid and domestic transfer payments and—to a lesser degree— 
nondefense purchases. For example, low-income veterans could be 
eligible for free medical care under medicaid (Federal grants to 
finance State and local purchases), in a veterans hospital (nonde-
fense purchases), or, perhaps under medicare (transfer payments). 
The supplemental security income transfer payments have substi-
tuted for the previous program of grants to States for public assist-
ance for the elderly and handicapped. (The State and local spend-
ing of Federal grant money for public assistance programs is classi-
fied as State and local government transfer payments.) Most grants 
in the income security function plus medicaid are grants to assist 
States to provide income support; most other grants finance State 
and local services to the public. (However, the income support may 
be aid in-kind as is the case of medicaid where the State and local 
spending is to purchase medical care for the poor.) Grants-in-aid for 
income security are estimated to rise by 19% from 1980 to 1982, 
only about one-half of the rate for domestic transfers in that 
function. Medicaid grants are projected to rise by 30%, close to the 
35% rise in medicare transfer payments. The remainder of grants 
are projected to rise by only 2% from 1980 to 1982, while the 
remainder of domestic transfer payments are up nearly 20%. 
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Table B-8. FUNCTIONAL COMPOSITION OF FEDERAL GRANTS-IN-AID 
(In billions of dollars) 

Description 
Actual Estimate 

Description 
1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 

HUMAN RESOURCES PROGRAMS 

Income security: 
Public assistance cash 
Child nutrition and other food programs 
Other 

5.5 
.6 
.4 

6.6 
.9 
.4 

5.9 
1.1 
.5 

5.4 
1.2 
.5 

5.1 
1.7 
.9 

5.8 
2.1 
1.2 

6.3 
2.7 
1.3 

6.6 
2.8 
1.3 

6.5 
3.3 
1.5 

7.2 
4.0 
3.1 

7.7 
4.3 
4.6 

7.6 
4.5 
4.8 

Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, services, 

and medical training) 

6.5 7.8 7.5 7.1 7.7 9.2 10.4 10.8 11.3 14.2 16.6 16.9 Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, services, 

and medical training) 

3.4 

1.2 

4.6 

1.5 

4.6 

1.7 

5.8 

2.0 

6.8 

2.4 

8.6 

2.9 

9.8 

2.9 

10.6 

2.8 

12.4 

2.8 

13.9 

2.7 

16.4 

3.1 

18.1 

3.1 

Subtotal, health 

Education, training, employment, and social serv-
ices.-
Education 
Training and employment 
Social services 

4.6 6.1 6.3 7.8 9.2 11.4 12.7 13.4 15.1 16.7 19.5 21.2 Subtotal, health 

Education, training, employment, and social serv-
ices.-
Education 
Training and employment 
Social services 

3.5 
1.1 
1.8 

3.8 
1.7 
3.1 

3.6 
2.2 
3.0 

3.5 
1.9 
2.9 

4.6 
3.4 
3.6 

4.5 
5.6 
3.8 

4.9 
6.0 
4.4 

5.5 
9.5 
5.0 

6.6 
9.2 
5.8 

7.4 
8.6 
5.2 

7.7 
8.0 
5.5 

8.2 
8.9 
5.8 

Subtotal, education, training, employment, 
and social services 6.4 8.6 8.7 8.4 11.7 13.9 15.4 20.0 21.6 21.2 21.1 22.9 

Veterans benefits and services 

Total, human resources programs 

Natural resources and environment 

* * * * * .1 .1 .1 .1 .1 .1 .1 Veterans benefits and services 

Total, human resources programs 

Natural resources and environment 

17.5 22.6 22.5 23.3 28.7 34.5 38.5 44.2 48.1 52.2 57.3 61.0 

Veterans benefits and services 

Total, human resources programs 

Natural resources and environment .8 .8 1.1 2.0 2.3 2.9 4.1 3.9 4.7 5.5 5.4 5.5 
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Community and regional development: 
Local public works 
Block grants 
Other 

Subtotal, community and regional develop-
ment 

Transportation-

General purpose fiscal assistance: 
General revenue sharing 
Anti-recession fiscal assistance.. 
Other 

Subtotal, general purpose fiscal assistance 

All other functions 

Total other functions 

Total grants-in-aid 

2.0 

2.0 

4.9 

1.3 

9.2 

26.8 

2.2 

2.2 

5.1 

1.7 

10.0 

32.6 

2.6 

2.6 

5.3 

6.6 

7 
7.0 

1.9 

17.9 

40.4 

2.7 

2.7 

5.3 

6.1 

7 
6.5 

1.9 

18.4 

41.6 

2.8 

2.8 

5.8 

6.1 

".5" 

6.6 

2 .2 

19.7 

48.4 

1.0 
2.4 

3.3 

7.5 

6.2 

7 
6.7 

2.6 

23.0 

57.5 

.6 
2.0 
1.8 

4.4 

7.7 

6.8 
1.7 
.5 

9.0 

2.6 

27.7 

66.3 

2.9 
2.4 
1.5 

6.8 

8.1 

6.8 
1.3 
.8 

8.9 

2.8 

30.4 

74.7 

1.6 
3.1 
1.7 

6.4 

9.5 

6.8 

"9" 

7.8 

2.6 

31.0 

79.1 

.4 
3.8 
2.1 

6.3 

11.8 

6.8 

7.9 

3.0 

34.5 

86.7 

.1 
3.8 
2.0 

6.0 

11.8 

5.2 

'""1.2", 

6.3 

3.5 

33.0 

90.3 

.1 
3.9 
2.3 

6.2 

11.8 

4.6 

""i"8 
6.3 

3.8 

33.6 

94.6 

3 o > 
r > 
> tr1 

to t—1 
ui 
w 

*50 million or less. 
Note—Excludes the transition quarter. 

so 
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60 THE BUDGET FOR FISCAL YEAR 1982 

Foreign transfer payments.—There are three major types of for-
eign transfer payments: expenditure of dollars to assist foreign 
economic development, grants of surplus, agricultural products, and 
payments under social security and similar programs to individuals 
living abroad. Although payments to individuals are gradually 
rising (roughly in proportion with the rise in GNP), total foreign 
transfer payments have declined to less than 0.2% of GNP. The 
peak year for foreign transfer payments was 1949; in that year 
they were equal to 1.9% of GNP. 

Net interest paid.—Net interest depends on the size of Federal 
debt, loans outstanding, and the interest rates on borrowing and 
lending. In the early post-war years (1947-48), net interest paid 
amounted to over 13% of total Federal sector NIA expenditures, 
but it accounted for around 6-7% of the total each year from 1952 
to 1977. Net interest paid rose from 6.9% of Federal sector expendi-
tures in 1977 to 8.9% in 1980 and 10.1% in 1982. 

In recent years foreign holdings of Federal debt have increased 
significantly. This expansion, combined with higher interest rates, 
pushed up the amount of interest paid abroad to over $11.8 billion in 
1980, roughly triple the $3.2 billion total in 1973. These foreign 
interest payments are partially offset by interest collections from 
abroad; in 1973 such collections totaled $0.9 billion and in 1980 
they totaled $2.4 billion. The increase in foreign holdings of Feder-
al debt and in interest payments on that debt is discussed further 
in Special Analysis E. 

Subsidies less current surplus of Government enterprises.—Subsi-
dies less current surplus of Government enterprises consist of two 
elements: (1) subsidy payments to resident businesses (including 
farms); and (2) the "current surplus" or "deficit" of Government 
enterprises. In this context, a subsidy is a monetary grant to a unit 
engaged in commercial activities. Examples are housing subsidies, 
subsidies for railroads, and the construction and operating differen-
tial subsidies paid to operators of U.S.-flag merchant ships. As 
table B-9 shows, roughly half of the subsidies are for housing 
programs. These subsidies are designed mainly to reduce the cost of 
housing to moderate- and low-income families. 

"Government enterprise" is the term used in the NIA to desig-
nate certain business-type operations of the Government, which 
usually appear in the budget as public enterprise revolving funds. 
The operating costs of Government enterprises are, to a great 
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SPECIAL ANALYSIS A 61 

extent, covered by the sale of goods and services to the public 
rather than from tax receipts. The difference between the sales and 
the current operating expenses of a Government enterprise consti-
tutes its surplus or deficit. As noted above, the capital formation of 
Government enterprises is classified as nondefense purchases. The 
largest Government enterprises are the Commodity Credit Corpora-
tion, the Postal Service (which is not now included in the budget), 
and the Tennessee Valley Authority. 

Table B-9 shows the composition of this aggregation by major 
category. 
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Table B-9. SUBSIDIES LESS CURRENT SURPLUS OF GOVERNMENT ENTERPRISES 
(In billions of dollars) 

Actual 
uescripnon uescripnon 

1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 

Subsidies: 
Commodity Credit Corporation 3.4 2.9 3.6 2.4 0.6 0.3 0.6 2.3 2.0 0.5 1.0 0.5 
Rural housing insurance fund .1 .1 .1 .1 .2 .3 .4 .4 .6 .6 .7 .7 
Other Department of Agriculture .4 .4 .4 .3 .4 .3 .3 .4 .3 .3 .3 .3 
Maritime .4 .4 .4 .4 .5 .5 .5 .5 .5 .6 .6 .6 
Housing (HUD) .8 1.3 1.7 1.9 2.1 2.3 2.9 3.5 4.3 5.2 6.6 8.0 
Railroad and mass transit * .1 .1 .1 .5 1.1 1.4 1.5 1.7 2.2 2.0 1.9 
Other1 .3 .2 1.1 .1 .1 .1 .3 .2 .4 .2 1.9 3.8 

Subtotal 5.3 5.3 7.4 5.4 4.4 5.0 6.4 8.9 9.9 9.6 13.2 15.9 

Enterprise surpluses ( - ) or deficits: 
Commodity Credit Corporation .6 .6 1.3 1.0 .3 .2 .2 .8 1.3 1.5 1.3 .6 
Postal Service 2.1 1.7 1.7 2.2 2.5 2.8 2.0 1.9 1.0 2.2 1.7 1.3 
Tennessee Valley Authority - . 2 - . 2 - . 2 - . 3 - . 3 - . 4 - . 6 - . 6 - . 8 - 1 . 1 - 1 . 3 - 1 . 7 
Federal Housing Administration - . 3 - . 3 - . 3 - 1 - 2 - . 2 - . 2 - . 2 - . 2 - . 3 - . 3 - . 4 
Federal Deposit Insurance Corporation - . 1 - . 2 - . 1 - . 1 - . 2 - . 2 - . 2 - . 3 - . 3 - . 3 - . 3 - . 3 
Federal Savings and Loan Insurance Corporation... - . 1 - . 1 - . 1 - . 2 - . 2 - . 2 - . 2 - . 3 - . 3 - . 2 - . 3 - . 4 
All other2 - . 3 - . 3 - . 2 - . 4 - . 4 - . 6 - . 4 - . 6 - . 8 - . 6 - . 7 - . 9 

Subtotal 1.7 1.2 1.8 2.2 1.5 1.2 .6 .7 - . 1 1.1 .2 - 1 . 9 

Total subsidies less current surplus 7.0 6.5 9.2 7.6 6.0 S.2 7.0 9.6 9.8 10.8 13.4 14.0 

Estimate 

1 Includes subsidies by the disaster loan fund of $0.7 billion in 1973. Includes proposed legislation for subsidies as part of the economic stimulus program and the 8% social security tax credit. 
2 Includes wage disbursements less accruals. 
Note—Excludes the transition quarter. 
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SPECIAL ANALYSIS D 63 

Wage disbursements less accruals.—This is an adjustment item 
occasionally made in the NIA when it is necessary to take account 
of the fact that wages and salaries are not always received at the 
same time as they are earned. The national income component of 
wages and salaries is counted in the GNP on an accrual basis; that 
is, when the income is earned rather than when it is received. 
Personal income, however, including wage and salary disburse-
ments, is estimated on the basis of when the cash is received. 

Ordinarily, wage and salary payments disbursed in one period 
but earned in the preceding period are approximately offset by 
payments disbursed in the next period but earned in the current 
period. The adjustment between national income and personal 
income is then small or zero. 

ESTIMATING ERRORS AND QUARTERLY ESTIMATES 

Estimating errors.—Estimates of NIA receipts and expenditures 
are necessarily imprecise. The budget itself is a mixture of a fore-
cast of what receipts and outlays are expected to be for some items 
under current law and a Presidential request for congressional 
approval of proposed amounts for others. In compiling this special 
analysis, each budget receipt and outlay is analyzed and translated 
into NIA categories. The budget process does not generate all of 
the data needed to make precise NIA estimates, so approximations 
are required in the translation. Even the translation from past 
year accounting data to NIA "actuals" is subject to adjustment 
when more complete information becomes available. 

Table B-10 provides some indication of the magnitudes of the 
estimating errors associated with the past-year data. When the 
1981 budget was published a year ago, 1979 had been over for ZV2 
months, and the 1979 estimates were labeled "actual"; yet, as table 
B-10 shows, the figures for 1979 are now significantly different. 
One can anticipate revisions similar to those shown in table B-10 
for the "actuals" each year. The margin of error for the estimated 
years (1981 and 1982 in this budget) is even greater, since they 
involve estimating errors and differences between proposals and 
what is realized in the basic unified budget, as well as errors in 
translating unified budget transactions into NIA terms. 
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64 THE BUDGET FOR FISCAL YEAR 1982 

Table B-10. FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA: COMPARISON OF JANUARY 1980 
AND JANUARY 1981 ESTIMATES FOR 1979 

(In billions of dollars) 

Description "Actuals" for 1979 
shown in 1981 budget Change Currently reported 

"actuals for 1979 

RECEIPTS 
Personal tax and nontax receipts 
Corporate profits tax accruals 
Indirect business tax and nontax accruals 
Contributions for social insurance 

223.5 
78.4 
29.4 

152.4 

- 0 . 4 
- 2 . 6 
- 0 . 3 

0.3 

223.1 
75.8 
29.1 

152.7 

Total receipts 

EXPENDITURES 
Purchases of goods and services 

Defense 

483.7 - 3 . 0 480.7 Total receipts 

EXPENDITURES 
Purchases of goods and services 

Defense 
162.4 

(105.9) 
(56.5) 
201.7 

(197.7) 
(4.0) 
79.3 
40.4 

9.8 

1.0 
(1.5) 

( - 0 . 5 ) 
0.1 

(0.1) 
( * ) 

- 0 . 2 
0.2 

* 

163.4 
(107.4) 

(56.0) 
201.8 

(197.8) 
(4.0) 
79.1 
40.6 

9.8 

Nondefense 

162.4 
(105.9) 

(56.5) 
201.7 

(197.7) 
(4.0) 
79.3 
40.4 

9.8 

1.0 
(1.5) 

( - 0 . 5 ) 
0.1 

(0.1) 
( * ) 

- 0 . 2 
0.2 

* 

163.4 
(107.4) 

(56.0) 
201.8 

(197.8) 
(4.0) 
79.1 
40.6 

9.8 

Transfer payments 
Domestic ("to persons") 
Foreign 

162.4 
(105.9) 

(56.5) 
201.7 

(197.7) 
(4.0) 
79.3 
40.4 

9.8 

1.0 
(1.5) 

( - 0 . 5 ) 
0.1 

(0.1) 
( * ) 

- 0 . 2 
0.2 

* 

163.4 
(107.4) 

(56.0) 
201.8 

(197.8) 
(4.0) 
79.1 
40.6 

9.8 

Grant-in-aid to State and local governments 
Net interest paid 
Subsidies less current surplus of Government enter-

prises 

162.4 
(105.9) 

(56.5) 
201.7 

(197.7) 
(4.0) 
79.3 
40.4 

9.8 

1.0 
(1.5) 

( - 0 . 5 ) 
0.1 

(0.1) 
( * ) 

- 0 . 2 
0.2 

* 

163.4 
(107.4) 

(56.0) 
201.8 

(197.8) 
(4.0) 
79.1 
40.6 

9.8 

Total expenditures 

Deficit ( - ) 

493.6 1.1 494.7 Total expenditures 

Deficit ( - ) - 9 . 9 - 4 . 1 - 1 4 . 0 

*$50 million or less. 

Quarterly estimates.—Table B - l l presents quarterly NIA receipts 
and expenditures (at seasonally adjusted annual rates) for 1980 to 
1982. 

As noted above, the translation of the budget into the NIA 
categories is inexact. When the annual NIA estimates are convert-
ed into quarterly distributions that are seasonally adjusted at 
annual rates, greater imprecision must be expected. The data pre-
sented in table B - l l are the best available estimates of the quar-
terly NIA receipts and expenditures consistent with the 1982 
budget, but should be used with clear recognition of their limita-
tions. 
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Table B - l l . FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA, QUARTERLY, 1980-82 
(In billions of dollars; seasonally adjusted at annual rates) 

Actual Estimated 
Description Oct.-Dec. Jan.-Mar. Apr-June July-Sept. Oct.-Dec. Jan.-Mar. Apr-June July-Sept. Oct.-Dec. Jan.-Mar. Apr-June July-Sept. 

1979 1980 1980 1980 1980* 1981 1981 1981 1981 1982 1982 1982 

RECEIPTS 
Personal tax and nontax receipts 247.1 246.9 252.0 259.4 273.6 284.1 295.0 309.6 320.1 333.4 347.2 360.1 
Corporate profits tax accruals 74.3 80.5 60.9 66.7 68.4 66.9 67.0 69.1 75.4 76.8 79.9 83.2 
Indirect business tax and nontax accruals 29.6 31.9 38.7 42.9 48.3 57.0 62.9 76.3 80.9 82.7 84.6 87.1 
Contributions for social insurance 163.0 169.2 169.3 171.8 178.7 196.8 201.2 206.8 212.0 225.4 230.9 237.2 

Total, receipts 514.0 528.4 520.9 540.8 569.0 604.8 626.1 661.8 688.4 718.3 742.6 767.6 

EXPENDITURES 
Purchases of goods and services 178.1 190.0 198.7 194.9 212.0 215.1 220.6 226.0 238.1 245.7 252.3 258.6 

Defense (118.7) (125.0) (128.7) (131.4) (142.9) (146.2) (149.6) (153.3) (161.2) (165.4) (169.6) (173.8) 
Nondefense (59.4) (64.9) (70.0) (63.5) (69.1) (68.9) (71.0) (72.7) (76.9) (80.3) (82.7) (84.8) 

Transfer payments 221.7 228.9 236.0 265.3 268.3 276.1 281.4 300.0 301.7 307.1 313.7 333.0 
Domestic (to "persons") (216.8) (224.4) (232.2) (260.4) (263.6) (271.4) (276.7) (295.3) (296.8) (301.9) (308.4) (327.6) 
Foreign (4.9) (4.5) (3.8) (4.9) (4.7) (4.7) (4.7) (4.7) (4.9) (5.2) (5.3) (5.4) 

Grants-in-aid to State and local governments 84.9 85.5 87.2 87.7 88.9 88.6 90.5 93.2 93.7 94.4 95.2 95.1 
Net interest paid 44.4 50.3 54.4 53.5 55.3 65.9 73.0 75.0 75.1 75.1 75.1 75.1 
Subsidies less current surplus of Government enterprises 9.5 10.1 11.0 13.7 13.5 13.6 12.2 14.2 14.4 14.2 13.8 13.6 

Total expenditures 538.6 564.7 587.3 615.0 638.0 659.3 677.7 708.4 723.0 736.5 750.1 775.4 

Deficit ( - ) - 2 4 . 5 - 3 6 . 3 - 6 6 . 5 - 7 4 . 2 - 6 9 . 0 - 5 4 . 5 - 5 1 . 6 - 4 6 . 6 - 3 4 . 6 - 1 8 . 2 - 7 . 5 - 7 . 8 

Note—Because of the methods normally used seasonally adjusting NIA data, the average of seasonally adjusted data for the 4 quarters of a fiscal year may not be equal to the unadjusted fiscal year total. 
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66 THE BUDGET FOR FISCAL YEAR 1982 

RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR N I A 

Table B-12 shows the major differences between the budget and 
the Federal sector of the NIA. These differences are explained 
below. 

Table B-12. RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR, NIA 
(In billions of dollars) 

Description 1979 
actual 

1980 
actual 

1981 
estimate 

1982 
estimate 

RECEIPTS 
Total budget receipts 465.9 520.0 607.5 711.8 

Government contributions for 
employee retirement 
(grossing) 

Other netting and grossing .. 
Adjustment to accruals 
Geographic exclusions 
Other 

7.7 
3.6 
4.5 

- 1 . 2 
.1 

8.6 
4.0 

- 4 . 4 
- 1 . 2 

.3 

9.7 
6.4 

- 8 . 0 
- 1 . 5 

.3 

10.3 
6.3 
1.1 

- 1 . 5 
.2 

Federal sector, NIA receipts 480.7 527.3 614.4 728.2 

EXPENDITURES 
Total budget outlays 493.6 579.6 662.7 739.3 

Lending and financial 
transactions 

Government contribution for 
employee retirement 
(grossing) 

Other netting and grossing.. .. 
Defense timing adjustment.. . 
Bonuses on Outer Continental 

Shelf land leases 
Geographic exclusions 
Other 

- 7 . 2 

7.7 
3.6 

- . 6 

1.9 
- 3 . 9 

- . 4 

- 1 0 . 3 

8.6 
4.0 

- . 7 

2.2 
- 4 . 5 

- . 8 

- 6 . 1 

9.7 
6.4 

- . 9 

5.2 
- 4 . 9 
- 1 . 1 

- 6 . 8 

10.3 
6.3 

- 2 . 3 

6.1 
- 5 . 3 
- 1 . 3 

Federal sector, NIA 
expenditures 494.7 578.2 671.0 746.3 

Lending and financial transactions.—Conceptually, the national 
income and product accounts measure the Nation's current income 
and production, and therefore do not include transactions, such as 
loans, that are an exchange of existing assets and liabilities rather 
than current income or production. Loan transactions have a sig-
nificant economic impact, affecting income and output, but they 
are analyzed more appropriately within a financial market frame-
work, such as provided by the flow-of-funds data of the Federal 
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SPECIAL ANALYSIS D 67 

Reserve Board. Special Analysis E (Borrowing, Debt, and Invest-
ment) and Special Analysis F (Federal Credit Programs) both con-
tain information on the financial market implications of the 
budget. 

Most of the lending and financial transactions displayed in table 
B-12 are shown in Special Analysis F. However, this total differs 
from the total for direct loans shown in Special Analysis F because: 
(a) the NIA records nonrecourse agricultural commodity loans as 
purchases rather than loans; (b) capital contributions to interna-
tional financial institutions, while not technically loans, are treat-
ed as financial transactions and, therefore, excluded from the NIA; 
and (c) Special Analysis F includes lending by off-budget Federal 
entities; these loans do not require reconciliation with the NIA 
because they are not included in the budget outlay totals. 

Government contribution for employee retirement—The contribu-
tions of Government agencies to the retirement trust funds of their 
employees are not included in the budget totals. While the outlays 
are recorded in each agency's budget, they are offset by an intra-
governmental deduction. However, the NIA counts Government 
payments for employee retirement as part of the compensation 
paid to Government employees and, therefore, as Government ex-
penditures; this treatment maintains comparability with the treat-
ment of employee retirement contributions in the rest of the econo-
my. Contributions for employee retirement by Government enter-
prises such as the Postal Service are recorded as an increase in the 
current deficit of enterprises. Contributions by other accounts are 
recorded as purchases of goods and services. The receipt of these 
retirement contributions is treated in the NIA as contributions for 
social insurance. Since receipts and expenditures are increased by 
identical amounts, this treatment has no effect on the surplus or 
deficit. Around 80% of these payments go to the civil service retire-
ment fund, while most of the remainder is for social security. 

Other netting and grossing.—The budget normally counts as re-
ceipts only income from taxation or similar sources that arises 
from the exercise of governmental power to compel payment. 
Money received in the course of business-type transactions, there-
fore, is normally shown as offsets against outlays. For instance, 
receipts from social insurance programs operated by the Veterans 
Administration (such as the National Service Life Insurance and 
U.S. Government Life Insurance) are netted against outlays in the 
budget since these programs are voluntary, commercial-type activi-
ties. However, in the NIA these insurance premiums are treated as 
social insurance receipts just as are receipts from compulsory Gov-
ernment programs. 
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68 THE BUDGET FOR FISCAL YEAR 1982 

One major element of netting and grossing in recent years has 
been due to budgetary collections arising from the Outer Continen-
tal Shelf leases. All such collections are recorded in the budget as 
negative outlays. The rents and royalties component—but not the 
bonuses—are recorded in the NIA as indirect business nontaxes; 
this converts the money from an offset to outlays in the budget to a 
receipt in the NIA. 

Other netting and grossing includes some imputed contributions 
for social insurance for Federal employees for unemployment com-
pensation (which adds an equal amount to nondefense purchases) 
and workmen's compensation (which adds an equal amount to do-
mestic transfer payments). 

Timing adjustments.—The budget records receipts at the time 
the cash is collected regardless of when the income is earned, and 
outlays (except interest paid to the public) are generally recorded 
at the time the checks are issued. The NIA attempts to record most 
receipts from the business sector in the time period in which the 
income is earned rather than when taxes are actually paid, while 
personal income taxes and social insurance contributions are re-
corded at the time of payment by the individual taxpayer rather 
than when the liability is accrued or the cash is received by 
Treasury. 

The principal timing adjustment to expenditures is for defense 
purchases. The major defense timing adjustment normally involves 
procurement items (such as missiles and airplanes) purchased 
under most fixed-price contracts. These items are recorded in the 
Federal sector NIA as defense purchases at the time of delivery to 
the Federal Government, rather than when the payment is made 
(as the budget does) or when they are fabricated. Work in progress 
is counted as part of private business inventories until the goods 
are completed and delivered to the Government. An additional 
defense timing adjustment is made to convert foreign military 
sales, which are recorded on a cash basis in the unified budget, to a 
basis consistent with net exports in the NIA. In addition, some 
accounting adjustments are included with the defense timing ad-
justment in this translation. 

Since both the budget and the NIA record public debt interest to 
the public when it accrues, no timing adjustment is needed for 
most interest transactions. 

Bonuses on Outer Continental Shelf land leases.—In recent years 
bonuses paid on the Outer Continental Shelf oil leases have become 
a significant reconciliation item between the unified budget and 
the NIA. As already noted, the budget records these bonuses as 
proprietary receipts and, therefore, deducts them from budget out-
lays. The NIA excludes these transactions as being a transfer of 
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SPECIAL ANALYSIS D 69 

assets, because the payments are not included in calculating book 
profits under current corporate accounting practice. 

Geographic exclusions.—Geographic exclusions arise because 
Puerto Rico, the Virgin Islands, and other U.S. territories are not 
included in the United States for purposes of computing the GNP 
and related data series (such as social insurance taxes, domestic 
transfer payments, and grants-in-aid) but also are not treated as 
foreign for purposes of producing data on exports, imports, and 
foreign transfer payments. Since the budget includes receipts from 
and payments to persons and local governments in these territories 
and the NIA excludes such transactions, this constitutes a major 
reconciliation item between the two data series. 

Other.—This category contains miscellaneous adjustments, such 
as the NIA expenditures by off-budget Federal entities and foreign 
currency transactions that are included in the NIA but not in the 
budget. 
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Table B-13. FEDERAL TRANSACTIONS IN THE NATIONAL INCOME ACCOUNTS, 1971-82 
(In billions of dollars) 

O 

Description 
Actual Estimate 

Description 
1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 

RECEIPTS, NATIONAL INCOME BASIS 
Personal taxes and nontax receipts 
Corporate profits tax accruals 
Indirect business tax and and nontax accruals 
Contributions of social insurance 

87.9 
31.9 
20.0 
52.6 

100.5 
34.2 
19.9 
58.9 

107.4 
41.2 
20.7 
71.5 

122.7 
43.4 
21.4 
84.2 

127.5 
41.8 
22.2 
91.9 

137.2 
52.5 
24.4 

101.0 

166.4 
58,8 
24.5 

116.2 

186.4 
67.2 
27.2 

133.4 

223.1 
75.8 
29.1 

152.7 

249.7 
70.6 
35.7 

171.3 

290.5 
67.9 
61.2 

194.8 

339.3 
78.8 
83.8 

226.3 

Total receipts, national income basis 

EXPENDITURES, NATIONAL INCOME BASIS 
Purchases of goods and services 

Defense 
Nondefense 

Transfer payments 
Domestic ("to persons") 
Foreign 

Grants-in-aid to State and local governments 
Net interest paid 
Subsidies less current surplus of Government enter-

prises 
Wage disbursements less accruals 

192.4 213.4 240.7 271.6 283.4 314.9 365.9 414.2 480.7 527.3 614.4 728.2 Total receipts, national income basis 

EXPENDITURES, NATIONAL INCOME BASIS 
Purchases of goods and services 

Defense 
Nondefense 

Transfer payments 
Domestic ("to persons") 
Foreign 

Grants-in-aid to State and local governments 
Net interest paid 
Subsidies less current surplus of Government enter-

prises 
Wage disbursements less accruals 

94.9 
(72.2) 
(22.7) 
70.1 

(67.7) 
(2.3) 
26.8 
14.0 

7.0 
.1 

100.6 
(72.2) 
(28.4) 
79.0 

(76.1) 
(2.8) 
32.6 
14.0 

6.5 

101.1 
(72.8) 
(28.4) 
89.8 

(87.2) 
(2.7) 
40.4 
15.7 

9.2 
- . 5 

104.5 
(73.6) 
(30.9) 
104.8 

(101.8) 
(3.0) 
41.6 
19.6 

7.6 
.2 

117.9 
(80.2) 
(37.7) 
134.5 

(131.4) 
(3.1) 
48.4 
21.7 

6.0 
.4 

125.1 
(84.4) 
(40.7) 
156.8 

(153.8) 

a? 
25.2 

6.2 

140.3 
(91.9) 
(48.4) 
169.8 

(166.6) 
(3.2) 
66.3 
28.4 

7.0 

150.7 
(98.0) 
(52.7) 
182.2 

(178.7) 
(3.5) 
74.7 
33.5 

9.6 _ * 

163.4 
(107.4) 

(56.0) 
201.8 

(197.8) 
(4.0) 
79.1 
40.6 

9.8 * 

190.2 
(126.1) 

(64.1) 
239.3 

(234.7) 
(4.6) 
86.7 
51.2 

10.8 

218.5 
(148.0) 

(70.5) 
281.5 

(276.8) 
(4.7) 
90.3 
67.3 

13.4 

248.7 
(167.5) 

(81.2) 
313.9 

(308.7) 
(5.2) 
94.6 
75.1 

14.0 

Total expenditures, national income 
basis 

Excess of receipts ( + ) or expenditures ( - ) , 
national income basis 

212.9 232.7 256.7 278.2 328.8 370.7 411.7 450.5 494.7 578.2 671.0 746.3 
Total expenditures, national income 

basis 

Excess of receipts ( + ) or expenditures ( - ) , 
national income basis - 2 0 . 5 - 1 9 . 2 - 1 4 . 9 - 6 . 6 - 4 5 . 4 - 5 5 . 8 - 4 5 . 8 - 3 6 . 3 - 1 4 . 0 - 5 0 . 9 - 5 6 . 6 - 1 8 . 1 

H ffl 
M 
W C 

so 

o > 
r 

w > 
w 
tD OC to 

*$50 million or less. Note—Excludes the transition quarter. 
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FEDERAL TRANSACTIONS IN THE 
NATIONAL INCOME ACCOUNTS 

The Budget of the United States Government, 1983 

Note.—All years referred to are fiscal years, unless otherwise noted. De-
tails in the tables, text, and charts of this booklet may not add to totals 
because of rounding. 
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A. Current Services Estimates 
B. Federal Transactions in the National Income Accounts 
C. Funds in the Budget 
D. Investment, Operating, and Other Budget Outlays 
E. Borrowing and Debt 
F. Federal Credit Programs 
G. Tax Expenditures 
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Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402. 
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SPECIAL ANALYSIS B 

FEDERAL TRANSACTIONS IN THE NATIONAL INCOME 
ACCOUNTS 

The budget is designed to serve several purposes: 
—It is an economic document that reflects the taxing and spend-

ing policies of the Government for promoting economic growth, 
high employment, relative price stability, and a strong bal-
ance-of-payments position. 

—It proposes an allocation of resources between the private and 
public sectors and within the public sector. Through its impact 
on consumption and investment decisions and the distribution 
of income it also affects allocation decisions within the private 
sector. 

—It sets forth the President's request to the Congress for appro-
priations action on existing or new programs and for changes 
in tax legislation. 

—It is a report to the Congress and the people on how the Govern-
ment has spent the funds entrusted to it in past years. 

No single budget concept can satisfy all these purposes fully. The 
budget document and related Treasury reports provide complete, 
detailed information on the finances of the Federal Government 
and on the tax and spending programs proposed by the President. 
For study of aggregate economic activity, however, the national 
income and product accounts (NIA) of the United States provide 
the most useful measures. This special analysis shows Federal fi-
nances as measured in the NIA. The analysis is divided into three 
major sections. The first shows the size, composition, and trends in 
Federal sector receipts and expenditures. Additional details will be 
published in the March 1982 issue of the Department of Commerce 
publication, Survey of Current Business. The second section of this 
analysis shows quarterly estimates of Federal sector receipts and 
expenditures, while the final section explains the major differences 
between the budget and the NIA concepts. A discussion of fiscal 
policy can be found in the Economic Report of the President 

FEDERAL SECTOR RECEIPTS AND EXPENDITURES 

Table B-l shows Federal sector NIA receipts, expenditures, and 
deficits for 1981-83. 
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4 THE BUDGET FOR FISCAL YEAR 1983 

Table B - l . FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA 
(In billions of dollars) 

Description 1981 actual 1982 estimate 

RECEIPTS 
Personal tax and nontax receipts 
Corporate profits tax accruals 
Indirect business tax and nontax accruals. 
Contributions for social insurance 

Total receipts.. 

EXPENDITURES 
Purchases of goods and services 

Defense 
Nondefense 

Transfer payments 
Domestic ("to persons") 
Foreign 

Grants-in-aid to State and local governments 
Net interest paid 
Subsidies less current surplus of Government enterprises.. 
Wage disbursements less accruals 

Total expenditures.. 

Deficit ( - ) 

290.7 
69.6 
56.6 

196.1 

613.0 

218.3 
(147.1) 

(71.2) 
279.7 

(273.9) 
(5.8) 
90.1 
66.9 
13.0 
- . 1 

667.9 

- 5 4 . 9 

303.5 
58.7 
57.4 

221.4 

641.0 

249.0 
(174.1) 

(74.9) 
312.1 

(306.0) 
(6.1) 
86.3 
81.4 
12.5 

.1 

741.4 

-100.4 

Note-. The estimates for 1982 and 1983 are preliminary; any revisions will be published in the March 1982 issue of the Survey of Current 
Business. 

Trends in Federal sector receipts.—Table B-l divides receipts into 
four major categories, which are also illustrated in the chart on the 
distribution of Federal sector receipts by category. Table B-2 
shows, at 10-year intervals, 3-year averages of Federal sector re-
ceipts by category as a percent of the gross national product (GNP) 
for the early 1950's, 1960's, and 1970's to provide a perspective 
relative to the current levels of receipts. For the earlier periods, 3-
year averages were used in order to eliminate the impact of annual 
fluctuations and to permit greater focus on trends. However, there 
are now major changes in direction in the relative size of Federal 
sector receipts. To better reflect these changes the table shows the 
1981 actual percentages and 1983 estimated percentages separately. 

Table B-2. FEDERAL SECTOR RECEIPTS AS A PERCENT OF GNP 

Description 
1951-53 
average 
actual 

1961-63 
average 
actual 

1971-73 
average 
actual 

1981 
actual 

1983 
estimate 

Personal tax and nontax receipts 
Corporate profits tax accruals 
Indirect business tax and nontax accruals 
Contributions for social insurance 

Total receipts 

7.4 
5.7 
3.0 
2.1 

8.6 
4.2 
2.6 
3.5 

9.0 
3.2 
1.9 
5.1 

10.2 
2.4 
2.0 
6.9 

9.0 
2.3 
1.7 
7.1 

Personal tax and nontax receipts 
Corporate profits tax accruals 
Indirect business tax and nontax accruals 
Contributions for social insurance 

Total receipts 18.2 18.9 19.2 21.4 20.0 
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SPECIAL ANALYSIS A 5 

Personal tax and nontax receipts.—The largest receipt category— 
personal tax and nontax receipts—is composed primarily of individ-
ual income taxes but also includes estate and gift taxes and some 
miscellaneous receipts. Traditionally, increases in income, because 
of both real growth and inflation, would automatically increase 
these receipts. Indeed, since personal income taxes are progressive, 
these receipts normally grow at a faster rate than personal income. 
Periodically over the past three decades tax reductions were en-
acted that offset part of the increase in effective tax rates resulting 
from the progressive tax structure. However, the Economic Recov-
ery Tax Act of 1981 has drastically altered these circumstances. 
That act provided for across-the-board tax reductions and—starting 
in 1985—indexing of income tax brackets, the zero bracket amount, 
and the personal exemption to inflation. As a result, personal tax 
and nontax receipts will increase at a much slower rate in the 
future than the increases that normally would have been called for 
under existing tax law. 

Distribution of Federal Sector Receipts by Category 
Percent Percent 

1956 
Fiscal Years 

81 83 
Estimate 

Corporate profits tax accruals.—Corporate profits tax accruals 
vary significantly from year to year because corporate profits are 
highly volatile. The NIA corporate profits taxes differ from the 
corresponding budget category primarily because: (1) the NIA in-
cludes the deposit of earnings by the Federal Reserve System as 
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6 THE BUDGET FOR FISCAL YEAR 1983 

corporate profits taxes, whereas the budget treats these collections 
as miscellaneous receipts; and (2) the NIA records corporate profits 
taxes when the profits are earned (that is, accrued), while the 
unified budget records the cash receipts. 

The gradual decline in corporate profits tax receipts relative to 
GNP and (as shown in the chart above) to total receipts results 
mainly from three factors: (1) a long-term decline in corporate 
profits relative to GNP; (2) a narrowing of the corporate profits tax 
base resulting from changes in the definition of corporate profits 
for tax purposes (largely increases in permissible depreciation al-
lowances); and (3) reductions in effective tax rates on corporate 
profits resulting from statutory rate reductions and tax credits. 
Recently enacted tax changes designed to stimulate investment 
further accelerated this trend toward a relative reduction in corpo-
rate profits taxes. 

Indirect business tax and nontax accruals.—These receipts are 
composed of excise taxes, customs duties, and various miscella-
neous receipts such as the windfall profit tax, rents and royalties 
on the Outer Continental Shelf lands, import fees on crude oil and 
petroleum products, and coal-mining reclamation fees. Over time, 
indirect business tax and nontax accruals have become a much less 
important part of total Federal sector receipts, partly because they 
normally do not rise in proportion to the growth in the economy 
and partly because some of them, such as the automobile and 
telephone excise taxes, have been reduced or repealed. Despite this 
relative decline, the use of excise taxes as user charges to finance 
Federal programs such as highways and airways makes this an 
important source of financing certain specialized programs in the 
budget. 

Contributions for social insurance.—This is the second largest 
category of Federal sector receipts. The increase since World War 
II has been caused by the growth in the labor force and in wage 
rates, the expanded coverage of existing social insurance programs, 
the enactment of new ones, and increases in the taxable wage base 
and tax rates needed to finance liberalization of benefits. As a 
result of the rapid rise in social insurance taxes (mainly social 
security) and the passage of legislation reducing or eliminating 
individual income taxes for many low- and moderate-income indi-
viduals and families, millions of Americans now pay significantly 
higher social insurance taxes than income taxes. The combined 
effect of the tax reductions provided by the Economic Recovery Tax 
Act of 1981 and the social security tax increases under current 
laws—plus the proposal to include Federal civilian employees 
under hospital insurance taxes for the first time—dramatically 
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SPECIAL ANALYSIS A 7 

reinforce this trend toward social insurance collections rising rela-
tive to total NIA receipts. 

Major tax changes.—Last year the Congress enacted one of the 
most sweeping sets of changes in tax law ever enacted: the Eco-
nomic Recovery Tax Act of 1981. This budget proposes some rela-
tively small additional tax changes—most of which will affect years 
beyond 1983—but almost all of the changes in tax receipts reflected 
herein due to legislation arise from the effects of the Economic 
Recovery Tax Act of 1981 and from changes in the social security 
tax rates and base that occur automatically under current law. 

The Economic Recovery Tax Act of 1981: 
—Marginal individual income tax rates were reduced by 5% 

effective October 1, 1981. They will be reduced an additional 
10% effective July 1, 1982 and an additional 8% effective July 
1, 1983 from the levels called for under prior law. 

—Other major changes affecting personal taxes include reducing 
the maximum marginal income tax rate to 50%, reducing the 
maximum effective tax rates on capital gains, allowing taxpay-
ers who do not itemize deductions to deduct charitable contri-
butions, permiting taxpayers who are covered by retirement 
programs to open tax-exempt individual retirement accounts, 
and significantly reducing tax liabilities under estate and gift 
taxes. 

—Corporation income taxes were reduced through imposition of 
lower tax rates on the first $50,000 of corporate taxable 
income, faster write-offs under depreciation allowances, and 
liberalization in provisions permitting less profitable corpora-
tions to transfer tax benefits to more profitable ones. 

Social insurance contributions: 
—Under previously enacted legislation, the Federal social secu-

rity taxable earnings base increased from $29,700 in calendar 
year 1981 to $32,400 in 1982 and is estimated to increase to 
$35,100 in 1983. The social security tax rate also rose in 1981 
(to 13.3%) and in 1982 (to 13.4%). The next scheduled increase 
is to 14.1% in 1985. 

—Under the administration's proposals, the railroad retirement 
trust fund is to be abolished at the end of 1982. The railroad 
retirement covered population is proposed to be included under 
social security and medicare in the same manner as if they 
had always been under social security; the railroad retirement 
program in excess of that provided by social security is pro-
posed to be absorbed by a Government-created private insur-
ance corporation. 
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8 THE BUDGET FOR FISCAL YEAR 1983 

—Most Federal civilian employees are not covered by social secu-
rity or medicare—they are generally covered by Federal em-
ployee staff pensions (such as the civil service retirement fund) 
and medical insurance programs. The administration is recom-
mending that Federal civilian employees be included in the 
hospital insurance program; this will raise contributions for 
social insurance by $1.2 billion in 1983. 

Additional details about enacted and proposed tax changes can 
be. found in Part 4 of the 1983 Budget on a unified budget basis; 
additional detail on an NIA basis will be published in the March 
1982 Survey of Current Business. 

Trends in Federal sector expenditures.—Federal sector expendi-
tures are also divided into several major NIA categories. The prin-
cipal distinction is between purchases of goods and services (which 
are divided between defense and nondefense purchases) and all 
other transactions. Purchases are that portion of the Nation's 
output that is bought directly by the Federal Government and, 
therefore, included in the GNP. The other expenditure categories 
consist primarily of payments to individuals and grants to State 
and local governments. These individuals and governments, in 
turn, can use the income to finance their own consumption or 
purchases of goods and services, to save, and—in the case of States 
and localities—to hold down taxes or to make transfer payments. 

The chart on the distribution of Federal sector expenditures 
illustrates the trends starting with 1956. As can be seen, major 
shifts in the composition of Federal sector expenditures occur over 
time. For example, for most years since the Korean war, defense 
purchases of goods and services have been a declining share of 
Federal spending. This pattern was temporarily reversed for 3 
years during the Vietnam period, but by 1970 the defense share 
was well below the pre-Vietnam percentages. This budget reflects 
the President's efforts to reverse the relative decline in our Na-
tion's defense capability that accompanied these reductions. De-
fense purchases are expected to total 23.5% of Federal sector ex-
penditures in 1982 and 25.8% in 1983; they were 22.0% in 1981, 
and 21.8% in 1980. 

As with table B-2, table B-3 shows historical data on 3-year 
averages in order to reflect basic trends, but the 1981 and 1983 
data show the major shifts from trend in the 1983 budget. 

Defense purchases and foreign transfer payments are, of course, 
largely devoted to the conduct of our national defense and foreign 
affairs. In 1951-53 defense purchases were 10.9% of GNP; 1951 was 
the first year of the Korean war. Foreign transfer payments in 
1951-53 averaged 0.8% of GNP. The total of these—11.7%—reflects 
roughly the cost of the conduct of external affairs. The years 1961-
63, a post-Korean war peacetime period, reflected a significantly 

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

1983



SPECIAL ANALYSIS A 9 

Fiscal Years Estimate 

Table B-3. FEDERAL SECTOR EXPENDITURES AS A PERCENT OF GNP 

Description 
1 9 5 1 - 5 3 
average 
actual 

1 9 6 1 - 6 3 
average 
actual 

1 9 7 1 - 7 3 
average 
actual 

1981 
actual 

1983 
estimate 

Defense purchases 1 0 . 9 8 . 9 6 . 4 5 . 1 5 . 9 
Nondefense purchases 1 . 7 2 . 1 2 . 3 2 . 5 2 . 0 
Domestic transfer payments 2 . 5 4 . 6 6 . 8 9 . 6 9 . 5 
Foreign transfer payments . 8 . 4 . 2 . 2 . 2 
Grants-in-aid to State and local governments . 8 1 . 4 2 . 9 3 . 2 2 . 2 
Net interest paid 1 . 4 1 . 2 1 . 3 2 . 3 2 . 8 
Subsidies less current surplus of Government enter-

prises... . 3 . 7 . 7 . 5 . 3 

Total expenditures 18.2 19.3 20.6 23.4 22.9 

lower level of defense expenditures relative to the GNP than was 
prevalent prior to the Korean war. In that period, defense pur-
chases and foreign transfers combined were equal to 9.4% of GNP. 
Even though the 1971-73 period included some spending for the 
Vietnam war, defense purchases and foreign transfers were down 
to 6.6% of GNP. In 1981, defense purchases plus foreign transfer 
payments were equal to 5.3% of the GNP—well below the 1971-73 
average—but by 1983 they are expected to total 6.1% of GNP. 
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10 THE BUDGET FOR FISCAL YEAR 1983 

Over the past several decades, spending on most other expendi-
ture categories—especially nondefense purchases, domestic transfer 
payments, and grants-in-aid—has risen dramatically relative to 
GNP. 1951-53 spending for everything except defense purchases 
and foreign transfer payments was equal to 6.6% of GNP; in 1971-
73 such spending is estimated to equal 14% of GNP. In 1981 all 
other Federal spending was equal to 18.0% of GNP, while spending 
on defense purchases and foreign transfer payments was equal to 
5.3%. The current effort to strengthen our national defense capa-
bility and to simultaneously reduce the size of the Government 
relative to the economy will begin to have a noticeable effect by 
1983. In that year, defense purchases are estimated at 0.8% of GNP 
higher than just 2 years earlier, while all other spending is esti-
mated to decline by 1.3 percentage points relative to GNP from 
1981. 

Table B-4 displays purchases of goods and services (defense and 
nondefense) with a split by character of expenditures between com-
pensation of employees and all other purchases. 

Table B-4. PURCHASES OF GOODS AND SERVICES BY CHARACTER OF EXPENDITURE 
(In billions of dollars) 

1978 1979 1980 1980 1981 1983 
actual actual actual actual actual estimate 

Defense purchases: 
Compensation of employees 45.4 48.0 51.4 57.6 64.2 69.5 
Other 52.6 59.4 74.7 89.5 109.9 133.7 

Total defense purchases 98.0 107.4 126.1 147.1 174.1 203.2 

Nondefense purchases: 
Compensation of employees 25.1 26.7 28.6 30.4 31.2 32.5 
Other 27.6 29.3 35.5 40.8 43.7 37.2 

Total nondefense 52.7 56.0 64.1 71.2 74.9 69.7 

Defense purchases of goods and services.—Defense purchases con-
sist of all purchases of goods and services under programs included 
in the national defense function in the budget document. In addi-
tion, defense purchases include purchases of goods and services by 
the military assistance programs that in earlier years had been 
classified in the national defense function but are now classified in 
the international affairs function in the budget. Normally about 
95% of defense purchases are made by the Department of Defense, 
Military. The bulk of the remainder is for international security 
assistance, defense stockpiles, civil defense, and nuclear weapons 
programs carried out by other agencies. 

The budget calls for an increase in defense purchases of $29.1 
billion in 1983 over 1982. This increase more than offsets the 
impact of inflation, thus continuing the recent trend of rising 
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defense purchases in real terms. The pattern of real defense spend-
ing has altered significantly over the past decade. From a Vietnam 
peak in 1968, real defense purchases declined each year until 1976. 
Between 1976 and 1978 they stayed remarkably stable, and starting 
in 1979 began the rise that is continuing in this budget. While real 
(i.e., price adjusted) defense spending has increased each year since 
1979, the rate of increase was sufficiently slow that defense pur-
chases continued to decline relative to GNP. However, in 1982 and 
1983 the rate of increase is sufficiently high that defense purchases 
are projected to rise relative to GNP for these years. 

Constant price data for NIA defense purchases are available for 
all years since 1972. While similar data are not available for years 
prior to 1972, the budget includes constant price estimates of out-
lays in the national defense function. This category and defense 
purchases in the NIA are sufficiently similar so that these figures 
give a rough approximation of the same transactions. Table B-5 
shows the budget estimates of outlays in constant prices for the 
national defense function for selected years and defense purchases 
by year since 1972. 

Table B-5. DEFENSE OUTLAYS IN CONSTANT (FISCAL YEAR 1972) PRICES 
(In billions of dollars) 

National defense budget outlays Defense purchases of goods and services 

19451 255.5 1972 72.2 
19482 20.5 1973 68.1 
19503 29.7 1974 64.4 
19534 96.6 1975 64.1 
1956s 74.1 1976 63.1 
19656 69.3 1977 63.3 
19687 101.7 1978s 62.8 
1970-74 average 77.3 1979 64.0 
1975-78 average 68.2 1980 67.6 
1979-82 average estimate 75.7 19819 70.0 
1983 estimate 90.4 1982 estimate 76.1 

1983 estimate 83.1 
1 World War II peak year. 
L' Post-World War II low; includes large offsets from sale of assets acquired during the war. 
:t Last year prior to Korean war. 
4 Korean war peak year. 
5 Post-Korean war low in the 1950's. 

Post-Korean war low in the 1960's. 
7 Peak of spending during Vietnam war. 
K Lowest point in post-Vietnam era. 
,J Last year for which "actual" data are available. 

Nondefense purchases of goods and services.—This category 
covers the goods and services purchased by Federal nondefense 
agencies. These include such programs as operation of national 
forest, park, and recreation areas; space exploration; promotion of 
commerce; acquisition and disposal of agricultural commodities; 
construction of flood control and navigation projects; operation of 
the Federal airway system; a wide variety of medical, energy, 
space, and other scientific research; the capital outlays of Govern-
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12 THE BUDGET FOR FISCAL YEAR 1983 

ment enterprises; Federal law enforcement; and operation of veter-
ans hospitals. Table B-6 shows these purchases by agency for the 
years 1975 to 1983. To the extent feasible the data base was recon-
structed to show Departments of Education and Energy spending 
in the successor agencies proposed in the 1983 budget. 

Nondefense purchases consist mainly of the cost of operating the 
various nondefense agencies. In the case of Government enterprises 
(including the CCC and the Postal Service), however, the purchases 
figures reflect net capital formation. The most volatile major seg-
ment of nondefense purchases is CCC purchases, because the Cor-
poration buys and sells agricultural commodities. On occasion—as 
in 1979 and in 1983—such sales may exceed new purchases. 
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Table B-6.—NONDEFENSE PURCHASES OF GOODS AND SERVICES BY AGENCY AND ACTIVITY 
(In billions of dollars) 

Actual Estimate 

1975 1976 1977 1978 1979 1980 1981 1982 1983 

Legislative and judicial branches 1.0 1.1 1.4 1.5 1.6 1.8 1.8 2.2 2.3 
Department of Agriculture 2.6 2.6 5.4 4.5 2.8 5.5 6.0 7.9 2.7 

Commodity Credit Corporation (0.2) (0.2) (2.6) (0.9) ( - 0 . 9 ) (1.1) (1.4) (3.3) ( - 1 . 4 ) 
Forest Service (0.8) (0.9) (1.1) (1.2) (1.5) (1.8) (1.9) (1-9) (1-8) 
All other (1.5) (1-5) (1.7) (2.3) (2.2) (2.6) (2.7) (2.6) (2.3) 

Department of Commerce 2.3 3.0 4.0 5.1 6.2 6.6 6.5 5.8 3.9 
Corps of Engineers, Civil 2.1 2.2 2.3 2.6 2.9 3.3 3.2 3.0 2.6 
Department of Health and Human Services 4.8 5.3 5.7 6.4 6.8 7.9 8.6 8.8 8.6 

Health (3.2) (3.6) (3.7) (4.4) (4.6) (5.3) (5.9) (5.6) (5.4) 
Income security and other (1.6) (1.7) (2.0) (2.0) (2.3) (2.5) (2.6) (3.3) (3.2) 

Department of Housing and Urban Development 0.7 0.5 0.5 0.6 0.7 0.5 - 0 . 1 0.2 0.2 
Department of the Interior 2.2 2.4 2.9 3.1 3.5 2.7 7.0 5.5 5.7 
Department of Justice 1.3 1.4 1.6 1.8 1.9 2.1 2.4 2.4 2.6 
Department of Labor 0.7 1.0 1.1 1.3 1.7 1.9 1.9 2.0 1.8 
Department of State 0.7 0.9 1.0 1.2 1.4 1.5 1.5 1.7 2.0 
Department of Transportation 2.9 3.2 3.6 3.9 4.3 4.8 5.0 5.3 5.7 

Coast Guard (0.8) (0.9) (1.0) (1.1) (1-3) (1-4) (1.6) (1.9) (1.9) 
Federal Aviation Administration (1.7) (1.8) (2.0) (2.2) (2.3) (2.5) (2.7) (2.6) (3.0) 
Other (0.4) (0.4) (0.5) (0.6) (0.8) (0.9) (0.7) (0.9) (0.8) 

Department of the Treasury 2.5 2.7 2.9 3.1 3.5 4.0 4.0 4.4 4.8 
Internal Revenue Service (1.6) (1.7) (1.8) (1.9) (2.1) (2.3) (2.4) (2.5) (2.9) 
Other (0.9) (1.0) (1.1) (1.2) (1.4) (1.7) (1.6) (1.9) (1.9) 

Environmental Protection Agency 0.5 0.5 0.6 0.6 0.8 0.9 1.0 1.1 1.0 
National Aeronautics and Space Administration 3.2 3.6 3.9 3.9 4.1 4.8 5.3 5.7 6.2 
Veterans Administration 4.1 4.7 5.2 5.8 6.2 7.1 7.6 8.2 8.7 

Hospital and medical care (3.6) (3.9) (4.6) (5.1) (5.4) (6.3) (6.8) (7.4) (7.9) 
Administration and other (0.5) (0.7) (0.7) (0.7) (0.7) (0.8) (0.9) (0.8) (0.7) 

All other 6.1 5.6 6.3 7.3 7.6 8.7 9.5 10.7 10.9 
Tennessee Valley Authority (1.0) (1.1) (1.2) (1.5) (2.0) (1.7) (1-7) (2.2) (2.2) 
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Table B-6—NONDEFENSE PURCHASES OF GOODS AND SERVICES BY AGENCY AND ACTIVITY—Continued 
(In billions of dollars) 

Actual Estimate 

1975 1976 1977 1978 1979 1980 1981 1982 1983 

OPM: Employee health benefits and imputed employee retirement contributions. (0.6) (0.7) (0.9) (1.1) (1.4) (1.7) (2.0) (2.2) (2.4) 
Postal Service (0.7) (0.7) (0.4) (0.3) (0.4) (0.4) (0.5) (0.5) (0.9) 
Imputed bank service charges (0.5) (0.3) (0.5) (0.6) (0.4) (0.3) (0.4) (0.4) (0.4) 
Foundation for Education Assistance (0.3) (0.3) (0.3) (0.3) (0.3) (0.3) (0.4) (0.4) (0.3) 
Other (3.0) (2.5) (3.0) (3.5) (3.1) (4.3) (4.5) (5.0) (4.7) 

Total 37.7 40.7 48.4 52.7 56.0 64.1 71.2 74.9 69.7 

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

1983



SPECIAL ANALYSIS A 15 

Normally the Department of Health and Human Services ac-
counts for more nondefense purchases than any other agency, but 
the decline estimated in 1983 combined with the rise in Veterans 
Administration spending is projected to move it to second place. Its 
nondefense purchases are estimated to total $8.8 billion in 1982 
and $8.6 billion in 1983. Of the 1983 total, $5.4 billion is for health 
programs—both for the administration of health care and for medi-
cal research—and $3.2 billion is for income security and related 
programs, especially for the costs of administering the old-age, 
survivors, and disability (social security) trust funds. The next larg-
est agency in terms of nondefense purchases traditionally has been 
the Veterans Administration, which is expected to surpass the 
HHS total in 1983. The bulk of these purchases are for hospital and 
medical care for veterans. Both the National Aeronautics and 
Space Administration with $6.2 billion in 1983 nondefense pur-
chases and the Department of Commerce with $3.9 billion in 1983 
nondefense purchases conduct major research and development 
programs, though the Commerce Department also has purchases 
for a wide range of other activities. (The Commerce Department 
spending shown herein also includes the bulk of nondefense pur-
chases for energy.) The Transportation Department's $5.7 billion of 
1983 nondefense purchases are mainly for the operation of the 
Federal Aviation Agency and the Coast Guard. The Corps of Engi-
neers has an estimated $2.6 billion in 1983 nondefense purchases 
which, along with the Tennessee Valley Authority's $2.2 billion, 
is primarily for public works for natural resources and power 
activities. 

Domestic transfer payments.—This is the largest category of Fed-
eral sector expenditures. Spending for domestic transfers has ex-
panded rapidly in recent years, mainly because of more benefici-
aries and higher benefit payments under social insurance pro-
grams. As table B-7 shows, spending on human resources pro-
grams—especially income security programs—dominates domestic 
transfer payments. This spending is expected to continue to rise in 
1983, largely due to demographic and economic conditions—in-
creases in the covered population and adjustments to compensate 
for inflation. Social security accounts for 51.8% of total domestic 
transfer payments in 1983, while medicare accounts for another 
16.6%, unemployment assistance for 6.4%, Federal employee's re-
tirement and disability civilian and military for 11.1%, and veter-
ans benefits for 5.2% of the total. Program trends (on a unified 
budget basis) are discussed extensively in Part 5 of the Budget and 
elsewhere in the budget documents. The great bulk of domestic 
transfer payments is for income support and characterized by auto-
matic eligibility of coverage and automatic benefit increases with 
price changes. For these programs the demographic and economic 
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16 THE BUDGET FOR FISCAL YEAR 1983 

conditions completely dominate the growth patterns, and the rate 
of growth is quite substantial for all years shown herein. However, 
for those programs that are less fully automatic—primarily in the 
education, training, employment, and social services function in 
the human resources grouping, and in the nonhuman resources 
functions—the budget proposes significant restraint in the spend-
ing levels. 

The table reflects the administration's proposal to include the 
railroad retirement population under social security in 1983 and to 
abolish the railroad retirement trust fund. 
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Table B-7 FUNCTIONAL COMPOSITION OF DOMESTIC TRANSFER PAYMENTS 
(In billions of dollars) 

Actual Estimate 
Description Description Description 

1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 

HUMAN RESOURCES PROGRAMS 
Income security: 

Social security (OASDI) 38.0 46.6 53.2 61.5 70.3 81.1 89.3 99.4 113.7 134.1 150.1 168.1 
Railroad retirement 2.1 2.4 2.6 3.0 3.4 3.7 3.9 4.2 4.7 5.2 5.2 
Civil service retirement 3.8 4.5 5.6 6.9 8.2 9.4 10.8 12.3 14.5 17.4 19.1 20.3 
Unemployment benefits-. 6.5 4.9 5.6 12.5 18.3 14.2 10.9 9.9 16.3 18.1 23.3 20.9 
Benefits for coal miners .4 .9 1.0 .9 1.0 .9 1.0 1.6 1.8 1.7 1.6 1.6 
Supplemental security income 1.9 4.2 4.6 4.7 4.9 5.2 5.7 6.4 7.0 8.0 
Food and nutrition 1.8 2.1 2.7 4.2 4.7 4.4 4.5 5.7 7.9 9.6 9.6 8.9 
Special payments, Treasury1 1.7 .9 .9 .9 .8 1.3 1.4 1.3 1.2 1.7 .9 1.3 1.4 1.3 1.2 
Workmen's compensation .2 .2 .3 .4 .5 .5 .6 .7 .8 .9 1.0 1.1 
Other .1 .1 .1 .1 .2 .2 .2 .1 .6 .2 .8 .7 

Subtotal, Income security 52.9 61.8 72.9 95.5 111.9 120.2 127.0 139.9 167.2 195.1 219.0 230.7 

Health: 
Medicare 8.3 9.0 10.9 14.1 16.9 20.7 24.2 28.1 33.8 41.1 48.1 53.9 
Other .4 .4 .4 .5 .6 .6 .6 .7 .8 .7 .7 .7 

Subtotal, Health 8.8 9.4 11.4 14.6 17.4 21.3 24.8 28.7 34.6 41.9 48.8 54.7 

Education, training, employment, and 
social services: 
Education .8 .8 .8 1.3 1.9 2.5 3.0 3.4 4.2 5.2 5.3 4.6 
Training, employment, and social serv-

ices .8 .7 .7 .6 .4 .6 .6 .6 .6 .8 .7 .3 

Subtotal, education, training, em-
ployment, and social services 1.5 1.5 1.5 1.9 2.4 3.0 3.6 4.0 4.8 6.0 6.0 4.9 
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Table B-7 FUNCTIONAL COMPOSITION OF DOMESTIC TRANSFER PAYMENTS—Continued 
(In billions of dollars) 

Description 
Actual Estimate 

Description 
1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 

Veterans benefits and services 

Total, human resources pro-
grams 

ALL OTHER FUNCTIONS 

National defense (military retired pay) 
All other functions 

Total functions not included in 
human resources grouping.... 

Total domestic transfer pay-
ments 

8.8 9.7 10.4 12.8 14.3 13.3 13.5 14.0 14.4 15.5 16.4 16.9 Veterans benefits and services 

Total, human resources pro-
grams 

ALL OTHER FUNCTIONS 

National defense (military retired pay) 
All other functions 

Total functions not included in 
human resources grouping.... 

Total domestic transfer pay-
ments 

71.9 82.5 96.3 124.8 146.0 157.8 168.9 186.7 220.9 258.4 290.3 307.2 

Veterans benefits and services 

Total, human resources pro-
grams 

ALL OTHER FUNCTIONS 

National defense (military retired pay) 
All other functions 

Total functions not included in 
human resources grouping.... 

Total domestic transfer pay-
ments 

3.8 
.4 

4.3 
.4 

5.0 
.5 

6.2 
.4 

7.2 
.6 

8.1 
.7 

9.0 
.7 

10.1 
1.0 

11.8 
2.1 

13.5 
1.9 

14.8 
.9 

16.2 
1.2 

Veterans benefits and services 

Total, human resources pro-
grams 

ALL OTHER FUNCTIONS 

National defense (military retired pay) 
All other functions 

Total functions not included in 
human resources grouping.... 

Total domestic transfer pay-
ments 

4.2 4.7 5.6 6.6 7.8 8.8 9.8 11.1 13.8 15.5 15.7 17.4 

Veterans benefits and services 

Total, human resources pro-
grams 

ALL OTHER FUNCTIONS 

National defense (military retired pay) 
All other functions 

Total functions not included in 
human resources grouping.... 

Total domestic transfer pay-
ments 76.1 87.2 101.8 131.4 153.8 166.6 178.7 197.8 234.7 273.9 306.0 324.6 

H ffl 
W 
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1 Includes both $50 tax rebates and earned income tax credits in excess of tax liabilities. 

Note.—Excludes the transition quarter. 
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Grants-in-aid.—These expenditures help State and local govern-
ments to provide general public services and to finance programs 
for the needy. Table B-8 shows detail on grants-in-aid by budget 
function and major activity. Grant expenditures are discussed in 
greater detail in Special Analysis H. While the definition of Federal 
aid used in that analysis differs somewhat from that used in the 
NIA, the two sets of data largely overlap. Special Analysis H 
explains the relationship between the series. 

There is a substantial degree of substitutability between grants-
in-aid and domestic transfer payments and—to a lesser degree— 
nondefense purchases. For example, low-income veterans could be 
eligible for free medical care under medicaid (Federal grants to 
finance State and local purchases), in a veterans hospital (nonde-
fense purchases), or, perhaps under medicare (transfer payments). 
The supplemental security income transfer payments have substi-
tuted for the previous program of grants to States for public assist-
ance for the elderly and handicapped. (The State and local spend-
ing of Federal grant money for public assistance programs is classi-
fied as State and local government transfer payments.) Most grants 
in the income security function plus medicaid are grants to assist 
States to provide income support; most other grants finance State 
and local services to the public. (However, the income support may 
be aid in-kind as is the case of medicaid where the State and local 
spending is to purchase medical care for the poor.) 

One of the major thrusts of this administration is to reduce both 
the level and complexity of Federal grant programs, and to surren-
der to State and local governments tax sources that they may tap 
to finance from their own revenues those portions of programs 
currently financed by grants that they choose to retain. To some 
extent the major tax reductions enacted last year and the grant 
reductions proposed in this budget carry out that policy. But the 
primary effect of this approach will be felt in the years beyond 
1983, years that are beyond the scope of this analysis. Extensive 
discussion of these basic policies can be found in the 1983 budget 
document. 

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

1983



Table B-8. FUNCTIONAL COMPOSITION OF FEDERAL GRANTS-IN-AID 
(In billions of dollars) 

t o 
o 

Description 
Actual Estimate 

Description 
1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 

HUMAN RESOURCES PROGRAMS 

Income security: 
Public assistance cash1 

Child nutrition and other food programs.. 
Other 

Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, 

services, and medical training) 

Subtotal, health 

Education, training, employment, and 
social services: 
Education 
Training and employment 
Social services 

6.6 
.9 
.4 

5.9 
1.1 

.5 

5.4 
1.2 
.5 

5.1 
1.7 
.9 

5.8 
2.1 
1.2 

6.3 
2.7 
1.3 

6.6 
2.8 
1.3 

6.5 
3.3 
1.5 

7.2 
3.6 
3.0 

8.4 
4.4 
4.1 

8.0 
3.9 
4.5 

7.4 
3.1 
3.9 

HUMAN RESOURCES PROGRAMS 

Income security: 
Public assistance cash1 

Child nutrition and other food programs.. 
Other 

Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, 

services, and medical training) 

Subtotal, health 

Education, training, employment, and 
social services: 
Education 
Training and employment 
Social services 

7.8 7.5 7.1 7.7 9.2 10.4 10.8 11.3 13.8 16.8 16.4 14.4 

HUMAN RESOURCES PROGRAMS 

Income security: 
Public assistance cash1 

Child nutrition and other food programs.. 
Other 

Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, 

services, and medical training) 

Subtotal, health 

Education, training, employment, and 
social services: 
Education 
Training and employment 
Social services 

4.6 

1.5 

4.6 

1.7 

5.8 

2.0 

6.8 

2.4 

8.6 

2.9 

9.8 

2.9 

10.6 

2.8 

12.4 

2.8 

13.9 

2.8 

16.8 

3.1 

17.8 

3.4 

17.0 

3.6 

HUMAN RESOURCES PROGRAMS 

Income security: 
Public assistance cash1 

Child nutrition and other food programs.. 
Other 

Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, 

services, and medical training) 

Subtotal, health 

Education, training, employment, and 
social services: 
Education 
Training and employment 
Social services 

6.1 6.3 7.8 9.2 11.4 12.7 13.4 15.1 16.7 19.9 21.2 20.5 

HUMAN RESOURCES PROGRAMS 

Income security: 
Public assistance cash1 

Child nutrition and other food programs.. 
Other 

Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, 

services, and medical training) 

Subtotal, health 

Education, training, employment, and 
social services: 
Education 
Training and employment 
Social services 

3.8 
1.7 
3.1 

3.6 
2.2 
3.0 

3.5 
1.9 
2.9 

4.6 
3.4 
3.6 

4.5 
5.6 
3.8 

4.9 
6.0 
4.4 

5.5 
9.5 
5.0 

6.6 
9.2 
5.8 

7.3 
8.5 
5.0 

7.2 
7.4 
5.3 

7.2 
3.8 
5.5 

6.5 
1.9 
4.4 

Subtotal, education, training, em-
ployment, and social services 

Veterans benefits and services 

Total, human resources pro-
grams 

Natural resources and environment 

8.6 8.7 8.4 11.7 13.9 15.4 20.0 21.6 20.7 19.8 16.6 12.8 
Subtotal, education, training, em-

ployment, and social services 

Veterans benefits and services 

Total, human resources pro-
grams 

Natural resources and environment 

* * * * .1 .1 .1 .1 .1 .1 .1 .1 

Subtotal, education, training, em-
ployment, and social services 

Veterans benefits and services 

Total, human resources pro-
grams 

Natural resources and environment 

22.6 22.5 23.3 28.7 34.5 38.5 44.2 48.1 51.3 56.7 54.2 47.8 

Subtotal, education, training, em-
ployment, and social services 

Veterans benefits and services 

Total, human resources pro-
grams 

Natural resources and environment .8 1.1 2.0 2.3 2.9 4.1 3.9 4.7 5.3 4.8 5.0 4.0 

H 
ffl 
H 
W c 
a 
o 
M 
H ^ 
o 

CO 
o > 
r 

! >< W > 

OO oo 
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Community and regional development: 
Local public works 
Block grants 
Other 

Subtotal, community and regional 
development 

Transportation. 

General purpose fiscal assistance: 
General revenue sharing 
Anti-recession fiscal assistance.. 
Other 

Subtotal, general purpose fiscal 
assistance 

All other functions 

Total other functions.. 

Total grants-in-aid 

2.2 

2.2 

5 . 1 

1 . 7 

10.0 

32.6 

2 .6 

2.6 

5 . 3 

6.6 

. 4 

7 . 0 

1 . 9 

17.9 

40.4 

2 . 7 

2 . 7 

5 . 3 

6.1 

.4 

6 . 5 

1 . 9 

2 .8 
1.0 
2 . 4 

.6 
2.0 
1 . 8 

2 . 9 
2 . 4 
1 . 5 

1.6 
3 . 1 
1 . 7 

. 4 
4 . 0 
1 . 9 

.1 

4 . 3 
1.6 

2.8 3 . 4 4 . 4 6 . 4 6 . 3 6.0 

5 . 8 7 . 5 7 . 7 8.1 9 . 5 11.8 12.2 

6.1 

. 5 

6.2 

. 4 

1 . 7 
. 5 

6 .8 
1 . 3 

6.8 

. 9 

6.8 

1.1 

5 . 1 

1.2 

6.6 6 . 7 9 . 0 8 . 9 7 . 8 7 . 9 6 . 3 

2 . 2 2 .6 2 .6 2 . 8 2 .6 4 . 1 4 . 2 

18.4 19.7 23.0 27.7 30.4 31.0 35.4 33.4 

41.6 48.4 57.5 66.3 74.7 79.1 86.7 90.1 

.1 
4 . 4 
1 . 3 

5 . 8 

1 1 . 4 

4 . 6 

1 . 3 

5 . 9 

3 . 9 

32.1 

86.3 

3 . 8 
1.0 

4 . 9 

11.1 

4 . 6 

L6 

6.1 

2.8 

29.0 

76.8 

CO ^ 
M Q 
> 
> 
> 
r 
w 
w ' 5 0 mil l ion or less. 

Note. -Excludes the transi t ion quarter. 
1 Including grants for combined wel fare admin is t ra t ion and for chi ld support enforcement. 
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22 THE BUDGET FOR FISCAL YEAR 1983 

Foreign transfer payments.—There are three major types of for-
eign transfer payments: expenditure of dollars to assist foreign 
economic development, grants of surplus agricultural products, and 
payments under social security and similar programs to individuals 
living abroad. Although payments to individuals are gradually 
rising (roughly in proportion with the rise in GNP), total foreign 
transfer payments have declined to less than 0.2% of GNP. The 
peak year for foreign transfer payments was 1949; in that year 
they were equal to 1.9% of GNP. 

Net interest paid.—Net interest depends on the size of Federal 
debt, loans outstanding, and the interest rates on borrowing and 
lending. In the early post-war years (1947-48), net interest paid 
amounted to over 13% of total Federal sector NIA expenditures, 
but it accounted for around 6-7% of the total each year from 1952 
to 1977. Net interest paid rose from 6.9% of Federal sector expendi-
tures in 1977 to 10.0% in 1981 and an estimated 12.2% in 1983. 

In recent years foreign holdings of Federal debt have increased 
significantly. This expansion, combined with higher interest rates, 
pushed up the amount of interest paid abroad to over $16.0 billion 
in 1981, five times the $3.2 billion total in 1973. These foreign 
interest payments are partially offset by interest collections from 
abroad; in 1973 such collections totaled $0.9 billion and in 1981 
they totaled $2.2 billion. The increase in foreign holdings of Feder-
al debt and in interest payments on that debt is discussed further 
in Special Analysis E. 

Subsidies less current surplus of Government enterprises.—Subsi-
dies less current surplus of Government enterprises consist of two 
elements: (1) subsidy payments to resident businesses (including 
farms); and (2) the "current surplus" or "deficit" of Government 
enterprises. In this context, a subsidy is a monetary grant to a unit 
engaged in commercial activities. Examples are housing subsidies, 
subsidies for railroads, and the construction and operating differen-
tial subsidies paid to operators of U.S.-flag merchant ships. As 
table B-9 shows, roughly half of the subsidies are for housing 
programs. These subsidies are designed mainly to reduce the cost of 
housing to moderate- and low-income families. 

"Government enterprise" is the term used in the NIA to desig-
nate certain business-type operations of the Government, which 
usually appear in the budget as public enterprise revolving funds. 
The operating costs of Government enterprises are, to a great 
extent, covered by the sale of goods and services to the public 
rather than from tax receipts. The difference between the sales and 
the current operating expenses of a Government enterprise consti-
tutes its surplus or deficit. As noted above, the capital formation of 
Government enterprises is classified as nondefense purchases. The 
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SPECIAL ANALYSIS A 23 

largest Government enterprises are the Commodity Credit Corpora-
tion, the Postal Service (which is not now included in the budget), 
and the Tennessee Valley Authority. 

Table B-9 shows the composition of this aggregation by major 
category. 
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Table B-9 . SUBSIDIES LESS CURRENT SURPLUS OF GOVERNMENT ENTERPRISES 
(In billions of dollars) 

D e s c r i p t i o n 
Actual 

1972 1974 1975 1976 1977 1978 1979 1980 1981 1982 

Subsidies: 
Commodity Credit Corporation 
Rural housing insurance fund 
Other Department of Agriculture 
Maritime 
Housing (HUD) 
Railroad and mass transit 
Other1 

Subtotal 

Enterprise surpluses ( - ) or deficits: 
Commodity Credit Corporation 
Postal Service 
Tennessee Valley Authority 
Federal Housing Administration 
Federal Deposit Insurance Corporation.... 
Federal Savings and Loan Insurance 

Corporation 
All other2 

Subtotal 

Total subsidies less current 
surplus 

2.9 
.1 
.4 
.4 

1.3 
.1 
.2 

5.3 

.6 
1.7 

- . 2 

- . 3 
- . 2 

- . 1 

- . 3 

1.2 

6.5 

3.6 
.1 
.4 
.4 

1.7 
.1 

1.1 

7.4 

1.3 
1.7 

- . 2 

- . 3 
- . 1 

1.8 

9.2 

2.4 
. 1 

.3 

.4 
1.9 

0.6 
.2 
.4 
.5 

2.1 
.5 
.1 

0.3 
.3 
.3 
.5 

2.3 
1.1 
.1 

0.6 
.4 
.3 
.5 

2.9 
1.4 

.3 

2.3 
.4 
.4 
.5 

3.5 
1.5 

. 2 

2.0 
.6 
.3 
.5 

4.3 
1.7 

.4 

0.5 
.6 
.3 
.6 

5.1 
2.1 

.4 

1.4 
.7 
.3 
.6 

6.5 
2.2 
.1 

5.4 4.4 5.0 6.4 8.9 9.9 9.6 11.8 

1.0 
2.2 

- . 3 
- 1 

- . 1 

- . 2 

- . 4 

.3 
2.5 

- . 3 
- 2 

- . 2 

- . 2 

- . 4 

.2 
2.8 

- . 4 
- . 2 

- . 2 

- . 2 

- . 6 

.2 
2.0 

- . 6 

- . 2 

- . 2 

- . 2 

- . 4 

1.9 
- . 6 

- . 2 

- . 3 

- . 3 

1.3 
1.0 

- . 8 

- . 2 

- . 3 

- . 3 

1.5 
2.1 

- 1 . 1 

- . 3 
- . 3 

- . 3 
- . 5 

1.7 
2.2 

- 1 . 2 

- . 4 
- . 4 

- . 6 

2.2 1.5 1.2 - . 1 1.1 1.2 

7.6 6.0 6.2 7.0 9.6 9.8 10.8 13.0 

1.5 
.7 
.3 
.6 

7.8 
1.9 

13.0 

1.5 
.9 

- 1 . 8 

- . 3 
- . 4 

.4 
- . 9 

- . 5 

12.5 

1 Includes subsidies by the disaster loan fund of $0.7 billion in 1973. Includes proposed legislation for subsidies as part of the economic stimulas program and the 8% sound security tax credit. 
2 Includes wage disbursements less accruals. 
Note.—Excludes the transition quarter. 
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SPECIAL ANALYSIS A 25 

Wage disbursements less accruals.—This is an adjustment item 
occasionally made in the NIA when it is necessary to take account 
of the fact that wages and salaries are not always received at the 
same time as they are earned. The national income component of 
wages and salaries is counted in the GNP on an accrual basis; that 
is, when the income is earned rather than when it is received. 
Personal income, however, including wage and salary disburse-
ments, is estimated on the basis of when the cash is received. 

Ordinarily, wage and salary payments disbursed in one period 
but earned in the preceding period are approximately offset by 
payments disbursed in the next period but earned in the current 
period. The adjustment between national income and personal 
income is then small or zero. 

QUARTERLY ESTIMATES 

Table B-10 presents quarterly NIA receipts and expenditures (at 
seasonally adjusted annual rates) for 1981 to 1983. The translation 
of the budget into the NIA categories is inexact. When the annual 
NIA estimates are converted into quarterly distributions that are 
seasonally adjusted at annual rates, greater imprecision must be 
expected. The data presented in table B-10 are the best available 
estimates of the quarterly NIA receipts and expenditures consist-
ent with the 1983 budget, but should be used with clear recognition 
of their limitations. 

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

1983



Table B-10. FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA, QUARTERLY, 1981-83 
(In billions of dollars; seasonally adjusted at annual rates) 

Actual Estimated 
Description Oct.-Dec. Jan.-Mar. Apr-June July-Sept. Oct.-Dec. Jan.-Mar. Apr.-June July-Sept. Oct.-Dec. Jan-Mar . Apr-June July-Sept. 

1980 1981 1981 1981 1981 1982 1982 1982 1982 1983 1983 1983 

RECEIPTS 

Personal tax and nontax receipts 272.9 283.3 293.2 306.4 301.9 304.1 315.6 295.0 302.0 310.9 319.0 298.5 
Corporate profits tax accruals 72.6 74.6 64.8 66.4 57.2 58.2 57.4 62.0 63.9 80.4 83.1 84.9 
Indirect business tax and nontax accruals.... 49.1 60.6 62.6 61.8 59.0 56.5 56.5 57.7 57.5 57.2 57.5 58.1 
Contributions for social insurance 178.6 198.9 200.4 203.7 206.9 221.2 225.8 230.2 230.7 242.4 247.0 251.8 

Total, receipts 573.2 617.4 621.0 638.3 625.0 640.0 655.3 644.9 654.1 690.9 706.6 693.3 

EXPENDITURES 
Purchases of goods and services 212.0 221.6 219.5 226.4 246.7 249.5 247.1 252.4 262.2 269.1 276.3 283.8 

Defense (141.6) (145.2) (148.2) (154.1) (165.8) (173.1) (176.5) (180.9) (190.7) (198.9) (207.1) (216.0) 
Nondefense (70.4) (76.4) (71.3) (72.2) (81.0) (76.4) (70.6) (71.5) (71.5) (70.2) (69.2) (67.8) 

Transfer payments 269.0 271.9 274.8 293.6 297.5 308.4 316.0 326.7 325.5 327.9 329.4 340.7 
Domestic (to "persons") (262.6) (267.3) (270.7) (287.8) (291.8) (302.2) (309.8) (320.5) (319.3) (321.7) (323.2) (334.5) 
Foreign (6.4) (4.7) (4.1) (5.8) (5.7) (6.2) (6.2) (6.2) (6.2) (6.2) (6.2) (6.2) 

Grants-in-aid to State and local govern-
ments 91.8 90.2 89.6 85.4 82.9 84.5 88.4 89.2 81.7 77.7 75.5 72.3 

Net interest paid 55.2 67.7 70.4 75.6 79.4 80.0 82.6 83.6 84.5 93.5 101.0 104.7 
Subsidies less current surplus of Govern-

ment enterprises 13.1 12.6 13.9 13.3 13.1 12.4 11.7 12.8 11.5 11.2 10.8 11.1 
Wage disbursements less accruals 0 0 0 - 0 . 2 0.1 0.2 

Total expenditures 641.1 664.0 668.2 694.0 719.4 735.0 745.8 764.7 765.4 779.4 793.0 812.6 

Deficit ( - ) - 6 7 . 9 - 4 6 . 6 - 4 7 . 2 - 5 5 . 7 - 9 4 . 4 - 9 5 . 0 - 9 0 . 5 - 1 1 9 . 8 - 1 1 1 . 3 - 8 8 . 5 - 8 6 . 4 - 1 1 9 . 3 

Note.—Because of the methods normally used seasonally adjusting NIA data, the average of seasonally adjusted data for the 4 quarters of a fiscal year may not be equal to the unadjusted, fiscal year total. 
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SPECIAL ANALYSIS A 27 

RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR N I A 

Table B- l l shows the major differences between the budget and 
the Federal sector of the NIA. These differences are explained 
below. 

Table B - l l . RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR, NIA 
(In billions of dollars) 

1979 1980 1981 1982 1983 Description actual actual actual estimate estimate 

RECEIPTS 

Total budget receipts 463.3 517.1 599.3 626.8 666.1 

Government contributions for employee retirement (grossing).. 7.5 8.4 9.4 10.8 11.3 
Other netting and grossing 6.5 7.6 9.4 10.2 11.9 
Adjustment to accruals 4.5 - 4 . 4 - 2 . 8 - 4 . 8 - 1 . 8 
Geographic exclusions - 1 . 2 - 1 . 2 - 1 . 3 - 1 . 5 - 1 . 6 
Other 0.1 - 0 . 1 — 1.0 - 0 . 5 - 0 . 3 

Federal sector, NIA receipts 480.7 527.3 613.0 641.0 685.7 

EXPENDITURES 

Total budget outlays 491.0 576.7 657.2 725.3 757.6 

Lending and financial transactions - 7 . 2 - 1 0 . 3 - 7 . 4 - 3 . 5 - 2 . 5 
Government contribution for employee retirement (grossing).. . 7.5 8.4 9.3 10.8 11.3 
Other netting and grossing 6.5 7.6 9.4 10.2 11.9 
Defense timing adjustment - 0 . 6 - 0 . 6 - 1 . 4 - 0 . 3 - 3 . 3 
Bonuses on Outer Continental Shelf land leases 1.9 2.2 7.9 4.9 14.7 
Geographic exclusions - 3 . 9 - 4 . 5 - 4 . 6 - 4 . 7 - 4 . 5 
Other - 0 . 4 - 1 . 3 - 2 . 6 - 1 . 3 2.3 

Federal sector, NIA expenditures 494.7 578.2 667.9 741.4 787.6 

Lending and financial transactions.—Conceptually, the national 
income and product accounts measure the Nation's current income 
and production, and therefore do not include transactions, such as 
loans, that are an exchange of existing assets and liabilities rather 
than current income or production. Loan transactions have a sig-
nificant economic impact, affecting income and output, but they 
are analyzed more appropriately within a financial market frame-
work, such as provided by the flow-of-funds data of the Federal 
Reserve Board. Special Analysis E (Borrowing and Investment) and 
Special Analysis F (Federal Credit Programs) both contain informa-
tion on the financial market implications of the budget. 

Most of the lending and financial transactions displayed in table 
B- l l are shown in Special Analysis F. However, this total differs 
from the total for direct loans shown in Special Analysis F because: 
(a) the NIA records nonrecourse agricultural commodity loans as 
purchases rather than loans; (b) capital contributions to interna-
tional financial institutions are not loans, but are financial trans-
actions excluded from the NIA; and (c) Special Analysis F includes 
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28 THE BUDGET FOR FISCAL YEAR 1983 

lending by off-budget Federal entities; these loans do not require 
reconciliation with the NIA because they are not included in the 
budget outlay totals. 

Government contribution for employee retirement.—The contribu-
tions of Government agencies to the retirement trust funds of their 
employees are not included in the budget totals. While the outlays 
are recorded in each agency's budget, they are offset by an intra-
governmental deduction. However, the NIA counts Government 
payments for employee retirement as part of the compensation 
paid to Government employees and, therefore, as Government ex-
penditures; this treatment maintains comparability with the treat-
ment of employee retirement contributions in the rest of the 
economy. Contributions for employee retirement by Government 
enterprises such as the Postal Service are recorded as an increase in 
the current deficit of enterprises. Contributions by other accounts 
are recorded as purchases of goods and services. The receipt of these 
retirement contributions is treated in the NIA as contributions for 
social insurance. Since receipts and expenditures are increased by 
identical amounts, this treatment has no effect on the surplus or 
deficit. Around 80% of these payments go to the civil service retire-
ment fund, while most of the remainder is for social security. 

Other netting and grossing.—The budget normally counts as re-
ceipts only income from taxation or similar sources that arises 
from the exercise of governmental power to compel payment. 
Money received in the course of business-type transactions, there-
fore, is normally shown as offsets against outlays. For instance, 
receipts from social insurance programs operated by the Veterans 
Administration (such as the National Service Life Insurance and 
U.S. Government Life Insurance) are netted against outlays in the 
budget since these programs are voluntary, commercial-type activi-
ties. However, in the NIA these insurance premiums are treated as 
social insurance receipts just as are receipts from compulsory Gov-
ernment programs. 

In previous budgets, noncompulsory insurance premiums under 
the supplementary medical insurance program (totaling $3.3 billion 
in 1981) and similar but much smaller noncompulsory hospital 
insurance premiums were classified as receipts in the budget. In 
the 1983 budget these have been reclassified (retroactively) , to be 
offsetting collections (negative outlays) but they continue to be 
classified as social insurance contributions in the NIA, therefore 
significantly increasing the magnitude of the grossing adjustment. 

Other netting and grossing includes some imputed contributions 
for social insurance for Federal employees for unemployment com-
pensation (which adds an equal amount to nondefense purchases) 
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SPECIAL ANALYSIS A 29 

and workmen's compensation (which adds an equal amount to do-
mestic transfer payments). 

One major element of netting and grossing in recent years has 
been due to budgetary collections arising from the Outer Continen-
tal Shelf leases. All such collections are recorded in the budget as 
negative outlays. The rents and royalties component—but not the 
bonuses—are recorded in the NIA as indirect business nontaxes; 
this converts the money from an offset to outlays in the budget to a 
receipt in the NIA. 

Timing adjustments.—The budget records receipts at the time 
the cash is collected regardless of when the income is earned, and 
outlays (except interest paid to the public) are generally recorded 
at the time the checks are issued. The NIA attempts to record most 
receipts from the business sector in the time period in which the 
income is earned rather than when taxes are actually paid, while 
personal income taxes and social insurance contributions are re-
corded at the time of payment by the individual taxpayer rather 
than when the liability is accrued or the cash is received by 
Treasury. 

The principal timing adjustment to expenditures is for defense 
purchases. The major defense timing adjustment normally involves 
procurement items (such as missiles and airplanes) purchased 
under most fixed-price contracts. These items are recorded in the 
Federal sector NIA as defense purchases at the time of delivery to 
the Federal Government, rather than when the payment is made 
(as the budget does) or when they are fabricated. Work in progress 
is counted as part of private business inventories until the goods 
are completed and delivered to the Government. An additional 
defense timing adjustment is made to convert foreign military 
sales, which are recorded on a cash basis in the unified budget, to a 
basis consistent with net exports in the NIA. In addition, some 
accounting adjustments are included with the defense timing ad-
justment in this translation. 

Since both the budget and the NIA record public debt interest to 
the public when it accrues, no timing adjustment is needed for 
most interest transactions. 

Bonuses on Outer Continental Shelf land leases.—In recent years 
bonuses paid on the Outer Continental Shelf oil leases have become 
a significant reconciliation item between the unified budget and 
the NIA. As already noted, the budget records these bonuses as 
proprietary receipts and, therefore, deducts them from budget out-
lays. The NIA excludes these transactions as being a transfer of 
assets, because the payments are not included in calculating book 
profits under current corporate accounting practice. 
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Geographic exclusions.—Geographic exclusions arise because 
Puerto Rico, the Virgin Islands, and other U.S. territories are not 
included in the United States for purposes of computing the GNP 
and related data series (such as social insurance taxes, domestic 
transfer payments, and grants-in-aid) but also are not treated as 
foreign for purposes of producing data on exports, imports, and 
foreign transfer payments. Since the budget includes receipts from 
and payments to persons and local governments in these territories 
and the NIA excludes such transactions, this constitutes a major 
reconciliation item between the two data series. 

Other.—This category contains miscellaneous adjustments, such 
as the NIA expenditures by off-budget Federal entities and foreign 
currency transactions that are included in the NIA but not in the 
budget. 
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Table B-12. FEDERAL TRANSACTIONS IN THE NATIONAL INCOME ACCOUNTS, 1972-83 
(In billions of dollars) 

Actual 

1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 

RECEIPTS, NATIONAL INCOME BASIS 
Personal taxes and nontax receipts 100.5 107.4 122.7 127.5 137.2 166.4 186.4 223.1 249.7 290.7 303.5 307.7 
Corporate profits tax accruals 34.2 41.2 43.4 41.8 52.5 58.8 67.2 75.8 70.6 69.6 58.7 78.1 
Indirect business tax and and nontax ac-

cruals 19.9 20.7 21.4 22.2 24.4 24.5 27.2 29.1 35.7 56.6 57.4 57.5 
Contributions of social insurance 58.9 71.5 84.2 91.9 101.0 116.2 133.4 152.7 171.3 196.1 221.4 242.4 

Total receipts, national income 
basis 213.4 240.7 271.6 283.4 314.9 365.9 414.2: 480.7 527.3 613.0 641.0 685.7 

EXPENDITURES, NATIONAL INCOME 
BASIS 

Purchases of goods and services 100.6 101.1 104.5 117.9 125.1 140.3 150.7 163.4 190.2 218.3 249.0 272.9 
Defense (72.2) (72.8) (73.6) (80.2) (84.4) (91.9) (98.0) (107.4) (126.1) (147.1) (174.1) (203.2) 
Nondefense (28.4) (28.4) (30.9) (37.7) (40.7) (48.4) (52.7) (56.0) (64.1) (71.2) (74.9) (69.7) 

Transfer payments 79.0 89.8 104.8 134.5 156.8 169.8 182.2 201.8 239.3 279.7 312.1 330.8 
Domestic ( " to persons") (76.1) (87.2) (101.8) (131.4) (153.8) (166.6) (178.7) (197.8) (234.7) (273.9) (306.0) (324.6) 
Foreign (2.8) (2.7) (3.0) (3.1) (3.0) (3.2) (3.5) (4.0) (4.6) (5.8) (6.1) (6.2) 

Grants-in-aid to State and local govern-
ments 32.6 40.4 41.6 48.4 57.5 66.3 74.7 79.1 86.7 90.1 86.3 76.8 

Net interest paid 14.0 15.7 19.6 21.7 25.2 28.4 33.5 40.6 51.2 66.9 81.4 95.9 
Subsidies less current surplus of Govern-

ment enterprises 6.5 9.2 7.6 6.0 6.2 7.0 9.6 9.8 10.8 13.0 12.5 11.2 
Wage disbursements less accruals - . 5 .2 .4 * * - . 1 .1 

Total expenditures, national 
income basis 232.7 255.7 278.2 328.8 370.7 411.7 450.5 494.7 578.2 667.9 741.4 787.6 

Excess of receipts ( + ) or expendi-
tures ( —), national income basis - 1 9 . 2 - 1 4 . 9 - 6 . 6 - 4 5 . 4 - 5 5 . 8 - 4 5 . 8 - 3 6 . 3 - 1 4 . 0 - 5 0 . 9 - 5 4 . 9 - 1 0 0 . 4 - 1 0 1 . 9 

Estimate 

•$50 million or less. Note.—-Excludes the transition quarter. 
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SPECIAL ANALYSIS B 

F E D E R A L T R A N S A C T I O N S I N T H E N A T I O N A L I N C O M E 

A C C O U N T S 

The budget is designed to serve several purposes: 
—It is an economic document that reflects the taxing and spend-

ing policies of the Government for promoting economic growth, 
high employment, relative price stability, and a strong bal-
ance-of-payments position. 

—It proposes an allocation of resources between the private and 
public sectors and within the public sector. Through its impact 
on consumption and investment decisions and the distribution 
of income it also affects allocation decisions within the private 
sector. 

—It sets forth the President's request to the Congress for appro-
priations action on existing or new programs and for changes 
in tax legislation. 

—It is a report to the Congress and the people on how the Govern-
ment has spent the funds entrusted to it in past years. 

No single budget concept can satisfy all these purposes fully. The 
budget document and related Treasury reports provide complete, 
detailed information on the finances of the Federal Government 
and on the tax and spending programs proposed by the President. 
For study of aggregate economic activity, however, the national 
income and product accounts (NIA) of the United States provide 
the most useful measures. This special analysis shows Federal fi-
nances as measured in the NIA. The analysis is divided into three 
major sections. The first shows the size, composition, and trends in 
Federal sector receipts and expenditures. Additional details will be 
published in the February 1983 issue of the Department of Com-
merce publication, Survey of Current Business. The second section 
of this analysis shows quarterly estimates of Federal sector receipts 
and expenditures, while the final section explains the major differ-
ences between the budget and the NIA concepts. A discussion of 
fiscal policy can be found in the Economic Report of the President 

FEDERAL SECTOR RECEIPTS AND EXPENDITURES 

Table B-1 shows Federal sector NIA receipts, expenditures, and 
deficits for 1982-84. 

B - i 
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A-10 THE BUDGET FOR FISCAL YEAR 1984 

Table B-1. FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA 
(In billions of dollars) 

Description 1982 actual 1983 estimate 

RECEIPTS 
Personal tax and nontax receipts 
Corporate profits tax accruals 
Indirect business tax and nontax accruals. 
Contributions for social insurance 

Total receipts.. 

EXPENDITURES 
Purchases of goods and services 

Defense 
Nondefense 

Transfer payments 
Domestic ("to persons") 
Foreign 

Grants-in-aid to State and local governments 
Net interest paid 
Subsidies less current surplus of Government enterprises.. 
Wage disbursements less accruals 

Total expenditures.. 

Deficit (—) 

303.0 
50.1 
50.7 

214.4 

618.2 

250.1 
(173.0) 

(77.1) 
310.8 

(304.8) 
(6.0) 
83.4 
82.5 
12 .8 

.1 

739.7 

-121.5 

293.1 
50.5 
55.2 

229.1 

627.9 

279.0 
(199.4) 

(79.6) 
348.6 

(342.2) 
(6.4) 
86.9 
92.4 
22.1 

829.0 

201.1 

Note: The estimates for 1983 and 1984 are preliminary; any revisions will be published in the February 1983 issue of the Survey of Current 
Business. 

Trends in Federal sector receipts.—Table B-1 divides receipts into 
four major categories, which are also illustrated in the chart on the 
distribution of Federal sector receipts by category. Table B-2 
shows, at 10-year intervals, 3-year averages of Federal sector re-
ceipts by category as a percent of the gross national product (GNP) 
for the early years of four decades to provide a perspective relative 
to the 1984 levels of receipts. For the earlier periods, 3-year aver-
ages were used in order to eliminate the impact of annual fluctu-
ations and to permit greater focus on trends. 

Table B-2. FEDERAL SECTOR RECEIPTS AS A PERCENT OF GNP 

1951-53 1961-63 1971-73 1981-83 i no/i 
Description average average average average lSol 

octimato 
actual actual actual estimate collmdlc 

Personal tax and nontax receipts 8.2 8.6 8.7 9.9 8.7 
Corporate profits tax accruals 6.0 4.1 3.1 1.8 1.7 
Indirect business tax and nontax accruals 3.0 2.6 1.8 1.8 1.7 
Contributions for social insurance 2.1 3.7 5.3 7.7 7.5 

Total receipts 19.3 18.9 18.9 21.2 19.7 

Personal tax and nontax receipts.—The largest receipt category— 
personal tax and nontax receipts—is composed primarily of individ-
ual income taxes but also includes estate and gift taxes and some 
miscellaneous receipts. Traditionally, increases in income, because 
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of both real growth and inflation, would automatically increase 
these receipts. Indeed, since personal income taxes are progressive, 
these receipts normally grow at a faster rate than personal income. 
Periodically over the past three decades tax reductions were en-
acted that offset part of the increase in effective tax rates resulting 
from the progressive tax structure. However, the Economic Recov-
ery Tax Act of 1981 has drastically altered these circumstances. 
That act provided for across-the-board tax reductions and—starting 
in 1985—indexing of income tax brackets, the zero bracket amount, 
and the personal exemption to inflation. As a result, personal tax 
and nontax receipts will increase at a much slower rate in the 
future than the increases that normally would have been called for 
under pre-existing tax law. 

Distribution of Federal Sector Receipts by Category 
Percent: 
1 0 0 

6 0 

4 0 -

20 * 

Percent 
1 0 0 
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Corporate profits tax accruals.—Corporate profits tax accruals 
vary significantly from year to year because corporate profits are 
highly volatile. The NIA corporate profits taxes differ from the 
corresponding budget category primarily because: (1) the NIA in-
cludes the deposit of earnings by the Federal Reserve System as 
corporate profits taxes, whereas the budget treats these collections 
as miscellaneous receipts; and (2) the NIA records corporate profits 
taxes when the profits are earned (that is, accrued), while the 
unified budget records the cash receipts. 

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

1984



A-10 THE BUDGET FOR FISCAL YEAR 1984 

The gradual decline in corporate profits tax receipts relative to 
GNP and (as shown in the chart above) to total receipts results 
mainly from three factors: (1) a long-term decline in corporate 
profits relative to GNP; (2) a narrowing of the corporate profits tax 
base resulting from changes in the definition of corporate profits 
for tax purposes (largely increases in permissible depreciation al-
lowances); and (3) reductions in effective tax rates on corporate 
profits resulting from statutory rate reductions and tax credits. 
Provisions of the Economic Recovery Tax Act of 1981 designed to 
stimulate investment further accelerated this trend toward a rela-
tive reduction in corporate profits taxes. 

Indirect business tax and nontax accruals.—These receipts are 
composed of excise taxes, customs duties, and various miscella-
neous receipts such as the windfall profit tax, rents and royalties 
on the Outer Continental Shelf lands, import fees on crude oil and 
petroleum products, and coal-mining reclamation fees. Over time, 
indirect business tax and nontax accruals have become a much less 
important part of total Federal sector receipts, partly because they 
normally do not rise in proportion to the growth in the economy 
and partly because some of them, such as the automobile and 
telephone excise taxes, have been reduced or repealed. Despite this 
relative decline, the use of excise taxes as user charges to finance 
Federal programs such as highways and airways makes this an 
important source of financing certain specialized programs in the 
budget. 

Contributions for social insurance.—This is the second largest 
category of Federal sector receipts. The increase since World War 
II has been caused by the growth in the labor force and in wage 
rates, the expanded coverage of existing social insurance programs, 
the enactment of new ones, and increases in the taxable wage base 
and tax rates needed to finance liberalization of benefits. As a 
result of the rapid rise in social insurance taxes (mainly social 
security) and the passage of legislation reducing or eliminating 
individual income taxes for many low- and moderate-income indi-
viduals and families, millions of Americans now pay significantly 
higher social insurance taxes than income taxes. The combined 
effect of the tax reductions provided by the Economic Recovery Tax 
Act of 1981 and the social security tax increases under current 
laws—including the coverage of Federal civilian employees under 
hospital insurance taxes for the first time—dramatically reinforce 
this trend toward social insurance collections rising relative to 
total NIA receipts. 

Major tax changes.—In 1981 the Congress enacted one of the 
most sweeping sets of changes in tax law ever enacted: the Eco-
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nomic Recovery Tax Act of 1981. This budget proposes some major 
changes in social insurance taxes and some relatively small addi-
tional tax changes—most of which will affect years beyond 1984— 
but almost all of the changes in tax receipts reflected herein due to 
legislation arise from the effects of the Economic Recovery Tax Act 
of 1981, the Tax Equity and Fiscal Responsibility Act of 1982, and 
from changes in the social security tax rates and base that occur 
automatically under current law. 

The Economic Recovery Tax Act of 1981: 
—Marginal individual income tax rates were reduced by 5% on 

October 1, 1981 and 10% on July 1, 1982. They will be reduced 
an additional 8 % effective July 1, 1983 from the levels called 
for under prior law. 

—Other major changes affecting personal taxes include reducing 
the maximum marginal income tax rate to 50%, reducing the 
maximum effective tax rates on capital gains, allowing taxpay-
ers who do not itemize deductions to deduct charitable contri-
butions, permitting taxpayers who are covered by retirement 
programs to open tax-exempt individual retirement accounts, 
and significantly reducing estate and gift tax liabilities. 

—Corporation income taxes were reduced through imposition of 
lower tax rates on the first $50,000 of corporate taxable 
income, faster write-offs under depreciation allowances, and 
liberalization in provisions permitting less profitable corpora-
tions to transfer tax benefits to more profitable ones. These tax 
reductions were partially offset by increases in the proportion 
of taxes that corporations must deposit on a current basis. 

The Tax Equity and Fiscal Responsibility Act of 1982: 
—This included a 10% income tax withholding on interest and 

dividend income. 
—Modified many provisions affecting corporate profit taxes. 
—Provided for temporary increases in selected excise taxes. 
—Increased Federal employment taxes effective January 1983. 
—Extended coverage of medical (hospital insurance) taxes to Fed-

eral civilian employees. 
Other tax changes: 
—Last month the Congress, at the urging of the President, en-

acted a 5 cent per gallon increase in motor vehicle fuel taxes to 
provide user charge financed increases in money available for 
highway and mass transportation grants-in-aid. 

—Under previously enacted legislation, the Federal social secu-
rity taxable earnings base increased from $32,400 in calendar 
year 1982 to $35,700 in 1983 and is estimated to increase to 
$37,800 in 1984. The social security tax rate also rose in 1982 to 
13.4%. The next scheduled increase is to 14.1% in 1985, but 
under the recommendations of the bi-partisan social security 
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plan this increase is recommended to be accelerated to Janu-
ary 1, 1984. 

—Under the administration's proposals, the employee contribu-
tion to the civil service retirement fund will rise from the 
present 7% to 9% in 1984 and 11% in 1985. Similar increases 
are proposed for matching payments by employing agencies. 
Such employer and employee contributions are counted as NIA 
social insurance contributions. 

Additional details about enacted and proposed tax changes can 
be found in Part 4 of the 1984 Budget on a unified budget basis; 
additional detail on an NIA basis will be published in the February 
1983 Survey of Current Business. 

Trends in Federal sector expenditures.—Federal sector expendi-
tures are also divided into several major NIA categories. The prin-
cipal distinction is between purchases of goods and services (which 
are divided between defense and nondefense purchases) and all 
other transactions. Purchases are that portion of the Nation's 
output that is bought directly by the Federal Government and, 
therefore, included in the GNP. The other expenditure categories 
consist primarily of payments to individuals and grants to State 
and local governments. These individuals and governments, in 
turn, can use the income to finance their own consumption or 
purchases of goods and services, to save, and—in the case of States 
and localities—to hold down taxes or to make transfer payments. 

The chart on the distribution of Federal sector expenditures 
illustrates the trends in spending since 1956. As can be seen, major 
shifts in the composition of Federal sector expenditures occur over 
time. Until recently, for example, for most years since the Korean 
war, defense purchases of goods and services were a declining share 
of Federal spending. This pattern was temporarily reversed for 3 
years during the Vietnam period, but by 1970 the defense share 
was well below the pre-Vietnam percentages. This budget reflects 
the President's continuing efforts to reverse the relative decline in 
our Nation's defense capability that accompanied these reductions. 
Defense purchases are expected to total 24.1% of Federal sector 
expenditures in 1983 and 26.1% in 1984; they were 22.0% in 1981, 
and 23.3% in 1982. 

As with Table B-2, table B-3 shows four decades of historical 
data on 3-year averages compared to the 1984 recommended distri-
bution. 

Defense purchases and .foreign transfer payments are, of course, 
largely devoted to the conduct of our national defense and foreign 
affairs. In 1951-53 defense purchases were 10.9% of GNP; 1951 was 
the first year of the Korean war. Foreign transfer payments in 
1951-53 averaged 0.8% of GNP. The total of these—11.7%—reflects 
roughly the cost of the conduct of external affairs. The years 1961-
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Distribution of Federal Sector Expenditures by Category 
Percent " Percent 

1 9 5 6 6 1 6 6 7 1 7 6 8 1 8 4 
. Fiscat Years . . . Estimate 

Table B - 3 . FEDERAL SECTOR EXPENDITURES AS A PERCENT OF GNP 

Description 
1951-53 
average 
actual 

1961-63 
average 
actual 

1971-73 
average 
actual 

1981-83 
average 
estimate 

1984 
estimate 

Defense purchases 10.9 8.9 6.4 5.7 6.6 
Nondefense purchases 1.7 2.1 2.3 2.5 2.1 
Domestic transfer payments 2.6 4.6 6.8 10.1 10.1 
Foreign transfer payments .8 .4 .2 .2 .2 
Grants-in-aid to State and local governments .8 1.4 2.9 2.9 2.6 
Net interest paid 1.3 1.2 1.3 2.6 3.1 
Subsidies less current surplus of Government enter-

prises .3 .7 .7 .5 .6 

Total expenditures 18.2 19.3 20.6 24.5 25.1 

63, a post-Korean war peacetime period, reflected a signficantly 
lower level of defense expenditures relative to the GNP than was 
prevalent prior to the Korean war. In that period, defense pur-
chases and foreign transfers combined were equal to 9.3% of GNP. 
Even though the 1971-73 period included some spending for the 
Vietnam war, defense purchases and foreign transfers were down 
to 6.6% of GNP. In the 1981-83 period, defense purchases plus 
foreign transfer payments are estimated to be equal to 5.9% of the 
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GNP—well below the 1971-73 average—but in 1984 they are ex-
pected to total 6.8% of GNP. 

Over the past several decades, spending on most other expendi-
ture categories—especially nondefense purchases, domestic transfer 
payments, and grants-in-aid—has risen dramatically relative to 
GNP. 1951-53 spending for everything except defense purchases 
and foreign transfer payments was equal to 6.6% of GNP; in 1981-
83 such spending is estimated to equal 18.6% of GNP. The current 
effort to strengthen our national defense capability and to simulta-
neously reduce the size of the Government relative to the economy 
will have a noticeable effect by 1984. In that year, defense pur-
chases and foreign transfers are estimated at 6.8% of GNP while 
all other spending is estimated to be equal to 18.3% of GNP. 

Table B-4 displays purchases of goods and services (defense and 
nondefense) with a split by character of expenditures between com-
pensation of employees and all other purchases. 

Table B-4. PURCHASES OF GOODS AND SERVICES BY CHARACTER OF EXPENDITURE 
(In billions of dollars) 

1979 1980 1981 1982 1983 1984 
actual actual actual actual estimate estimate 

Defense purchases: 
Compensation of employees 47.9 51.5 58.8 66.3 70.1 72.5 
Other 60.3 75.1 87.8 106.7 129.3 156.5 

Total defense purchases 108.2 126.5 146.6 173.0 199.4 229.0 

Nondefense purchases: 
Compensation of employees 26.7 28.9 31.2 32.3 33.6 34.3 
Other 29.2 34.4 40.3 44.8 46.0 39.2 

Total nondefense 55.9 63.3 71.5 77.1 79.6 73.5 

Defense purchases of goods and services.—Defense purchases con-
sist of all purchases of goods and services under programs included 
in the national defense function in the budget document. In addi-
tion, defense purchases include purchases of goods and services by 
the military assistance programs that in earlier years had been 
classified in the national defense function but are now classified in 
the international affairs function in the budget. Normally about 
95% of defense purchases are made by the Department of Defense, 
Military. The bulk of the remainder is for international security 
assistance, defense stockpiles, civil defense, and nuclear weapons 
programs carried out by other agencies. 

The budget calls for an increase in defense purchases of $29.6 
billion in 1984 over 1983. This increase more than offsets the 
impact of inflation, thus continuing the recent trend of rising 
defense purchases in real terms. The pattern of real defense spend-
ing has altered significantly over the past decade. From a Vietnam 
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peak in 1968, real defense purchases declined each year until 1976. 
Between 1976 and 1978 such purchases remained relatively stable, 
and starting in 1979 began the rise that is continuing in this 
budget. 

Nondefense purchases of goods and services.—This category 
covers the goods and services purchased by Federal nondefense 
agencies. These include such programs as operation of national 
forest, park, and recreation areas; space exploration; promotion of 
commerce; acquisition and disposal of agricultural commodities; 
construction of flood control and navigation projects; operation of 
the Federal airway system; a wide variety of medical, energy, 
space, and other scientific research; the capital outlays of Govern-
ment enterprises; Federal law enforcement; and operation of veter-
ans hospitals. Table B-5 shows these purchases by agency for the 
years 1975 to 1984, reflecting the agency structure in the 1984 
Budget. 

Nondefense purchases consist mainly of the cost of operating the 
various nondefense agencies. In the case of Government enterprises 
(including the CCC and the Postal Service), however, the purchases 
figures reflect net capital formation. The most volatile major seg-
ment of nondefense purchases is CCC purchases, because the Cor-
poration buys and sells agricultural commodities. On occasion—as 
in 1979 and in 1984—such sales may exceed new purchases. The 
decline of these purchases in 1983 and 1984 is partially due to 
disposition of commodities through the payments-in-kind program. 
The value of these commodities are reflected in the current deficit 
estimates in table B-8. 
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Table B-5—NONDEFENSE PURCHASES OF GOODS AND SERVICES BY AGENCY AND ACTIVITY 
(In billions of dollars) 

Actual Estimate 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 

Legislative and judicial branches 1.0 1.1 1.4 1.5 1.6 1.8 1.8 2.1 2.4 2.5 
Department of Agriculture 2.6 2.6 5.4 4.4 2.7 5.5 5.8 13.2 10.7 4.0 

Commodity Credit Corporation (0.2) (0.2) (2.7) (0.8) ( - 1 . 0 ) (1.0) (1.2) (8.0) (5.4) ( - 0 . 7 ) 
Forest Service (0.8) (0.9) (1-1) (1.2) (1.5) (1.8) (1.9) (1.9) (2.0) (1.7) 
All other (1.5) (1.5) (1.7) (2.3) (2.2) (2.7) (2.8) (3.3) (3.3) (3.0) 

Department of Commerce 0.8 0.9 1.0 1.1 1.2 1.9 1.5 1.5 1.6 1.5 
Corps of Engineers, Civil 2.1 2.2 2.3 2.6 3.0 3.3 3.2 3.0 3.0 2.5 
Education activities 0.4 0.3 0.3 0.3 0.4 0.4 0.6 0.7 0.8 0.7 
Energy activities 1.8 2.2 3.0 4.5 4.8 3.5 8.2 5.4 4.9 4.2 
Department of Health and Human Services 5.0 5.4 5.9 6.5 6.8 7.9 8.6 8.8 9.4 9.1 

Health (3.3) (3.7) (3.8) (4.4) (4.6) (5.4) (6.0) (5.9) (6.2) (6.1) 
Income security and other (1.7) (1.8) (2.1) (2.0) (2.3) (2.5) (2.6) (2.9) (3.2) (3.0) 

Department of Housing and Urban Development 0.7 0.5 0.5 0.6 0.7 0.5 0.4 0.2 0.3 0.2 
Department of the Interior 1.9 2.4 2.5 2.7 3.2 3.7 3.7 3.6 3.9 3.8 
Department of Justice 1.3 1.4 1.6 1.7 1.9 2.1 2.3 2.4 2.8 3.1 
Department of Labor 0.7 0.9 1.1 1.2 1.7 1.9 1.8 2.1 1.9 1.8 
Department of State 0.7 0.9 1.0 1.2 1.4 1.5 1.5 1.8 1.9 2.2 
Department of Transportation 3.0 3.2 3.6 4.0 4.3 4.8 5.1 5.3 6.1 6.5 

Coast Guard (0.8) (0.9) (1.0) (1.1) (1.3) (1.4) (1.6) (1.8) (2.1) (2.2) 
Federal Aviation Administration (1.7) (1.8) (2.0) (2.2) (2.3) (2.5) (2.7) (2.5) (3.0) (3.4) 
Other (0.5) (0.5) (0.6) (0.7) (0.8) (0.9) (0.8) (1-0) (1.0) (0.9) 

Department of the Treasury 2.6 2.7 2.9 3.2 3.5 4.1 4.3 4.2 5.0 5.4 
Internal Revenue Service (1.6) (1.7) (1.8) (1.9) (2.1) (2.3) (2.4) (2.5) (3.0) (3.3) 
Other (1.0) (1.0) (1.1) (1.2) (1.4) (1.7) (1.9) (1.7) (2.0) (2.1) 

Environmental Protection Agency. 0.5 0.5 0.6 0.6 0.8 0.9 1.0 1.0 0.9 0.9 
National Aeronautics and Space Administration 3.2 3.6 3.9 3.9 4.1 4.7 5.3 5.9 6.6 6.8 
Veterans Administration 4.1 4.7 5.2 5.8 6.2 7.1 7.6 8.1 8.9 9.5 

Hospital and medical care (3.6) (3.9) (4.6) (5.1) (5.4) (6.3) (6.8) (7.4) (8.2) (8.6) 
Administration and other (0.5) (0.7) (0.7) (0.7) (0.7) (0.8) (0.8) (0.7) (0.7) (0.9) 
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All other 
National Science Foundation 
Nuclear Regulatory Commission 
OPM: Employee health benefits and imputed employ-

ee retirement contributions 
Postal Service 
Tennessee Valley Authority 
United States Information Agency 
Imputed bank service charges 
Other 

Total 

5.3 5.5 6.0 
(0.3) (0.3) (0.3) 
(0.1) (0.2) (0.2) 

(0.7) (0.9) (1.0) 
(0.7) (0.7) (0.4) 
(1.0) (1.1) (1.2) 
(0.2) (0.3) (0.3) 
(0.5) (0.3) (0.5) 
(1.9) (1.7) (2.0) 

37.7 40.7 48.4 

6.7 7.7 7.9 8.8 7.9 8.5 8.8 
(0.3) (0.4) (0.4) (0.4) (0.5) (0.5) (0.5) 
(0.3) (0.3) (0.4) (0.4) (0.4) (0.5) (0.5) 

(1.3) (1.4) (1.7) (2.0) (2.1) (2.3) (2.3) 
(0.3) (0.4) (0.4) (0.5) (0.4) (0.7) (1.0) 
(1.5) (2.0) (1.7) (1.5) (1.0) (0.6) (0.4) 
(0.3) (0.3) (0.4) (0.4) (0.5) (0.5) (0.7) 
(0.6) (0.4) (0.3) (0.4) (0.4) (0.4) (0.4) 
(2.1) (2.4) (2.6) (3.2) (2.6) (3.0) (3.0) 

52.6 55.9 63.3 71.5 77.1 79.6 73.5 
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A-10 THE BUDGET FOR FISCAL YEAR 1984 

The Department of Health and Human Services and the Veter-
ans Administration are normally the two largest agencies in terms 
of nondefense purchases. Their combined spending is projected to 
be 25% of the total in 1984. In 1984 the combined nondefense 
purchases for health care and research by the two agencies is 
estimated at $14.7 billion, nearly 80% of the total purchases for the 
two agencies. Most of their remaining purchases are for adminis-
tering income security transfer programs. Both the National Aero-
nautics and Space Administration with $6.8 billion in 1984 nonde-
fense purchases and the Energy activities with $4.2 billion in 1984 
nondefense purchases conduct major research and development 
programs. The Transportation Department's $6.5 billion of 1984 
nondefense purchases are mainly for the operation of the Federal 
Aviation Agency and the Coast Guard. The Corps of Engineers has 
an estimated $2.5 billion in 1984 nondefense purchases which, 
along with the Tennessee Valley Authority's $0.4 billion, is primar-
ily for public works for natural resources and power activities. 

Domestic transfer payments.—This is the largest category of Fed-
eral sector expenditures. Spending for domestic transfers has ex-
panded rapidly in recent years, mainly because of more benefici-
aries and higher benefit payments under social insurance pro-
grams. As Table B-6 shows, spending on human resources pro-
grams—especially income security programs—dominates domestic 
transfer payments. This spending is expected to continue to rise in 
1984, largely due to demographic and economic conditions—in-
creases in the covered population and cost-of-living adjustments. 
Social security accounts for 48.8% of total domestic transfer pay-
ments in 1984, while medicare accounts for another 18.0%, unem-
ployment assistance for 7.6%, Federal civilian and military employ-
ee's retirement and disability for 11.4%, and veterans benefits for 
4.7% of the total. Program trends (on a unified budget basis) are 
discussed extensively in Part 5 of the Budget and elsewhere in the 
budget documents. The great bulk of domestic transfer payments is 
for income support and characterized by automatic eligibility of 
coverage and automatic benefit increases with price changes. For 
these programs the demographic and economic conditions com-
pletely dominate the growth patterns, and the rate of growth is 
quite substantial for all years shown herein. However, the budget 
proposes some reductions from levels otherwise determined by 
automatic eligibility, and for those programs that are less fully 
automatic—primarily in the education, training, employment, and 
social services function in the human resources grouping, and in 
the non-human resources functions—the budget proposes signifi-
cant restraint in the spending levels. 
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Table B-6. FUNCTIONAL COMPOSITION OF DOMESTIC TRANSFER PAYMENTS 
(In billions of dollars) 

Description 
Actual Estimate 

Description 
1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 

HUMAN RESOURCES PROGRAMS 
Income security: 

Social security (OASDI) 
Railroad retirement 
Civil service retirement 
Unemployment benefits 
Benefits for coal miners 
Supplemental security income 
Food and nutrition 
Special payments, Treasury1 

46.6 
2.4 
4.5 
4.9 

.9 

2.1 

53.2 
2.6 
5.6 
5.6 
1.0 
1.9 
2.7 

61.5 
3.0 
6.9 

12.5 
.9 

4.2 
4.2 
1.7 
.4 
.1 

70.3 
3.4 
8.2 

18.3 
1.0 
4.6 
4.7 

.9 

.5 

.2 

81.1 
3.7 
9.4 

14.2 
.9 

4.7 
4.4 

.9 

.6 

.2 

89.3 
3.9 

10.8 
10.9 

1.0 
4.9 
4.5 

.9 

.6 

.2 

99.4 
4.2 

12.2 
9.9 
1.6 
5.2 
5.7 

.8 

.7 

.1 

113.7 
4.7 

14.5 
16.4 

1.8 
5.7 
7.9 
1.3 
.8 
.6 

134.1 
5.2 

17.4 
17.6 

1.7 
6.4 
9.8 
1.3 

.9 

.2 

149.6 
5.6 

19.2 
22.0 

1.7 
6.9 
9.6 
1.2 
.9 
.4 

161.9 
6.0 

20.8 
34.7 

1.6 
7.3 

11.2 
1.2 
1.0 
.4 

171.2 
5.7 

22.1 
26.8 

1.5 
7.5 

10:1 
1.1 
1.0 
.3 

Workmen's compensation 
Other 

.2 

.2 
.3 
.1 

61.5 
3.0 
6.9 

12.5 
.9 

4.2 
4.2 
1.7 
.4 
.1 

70.3 
3.4 
8.2 

18.3 
1.0 
4.6 
4.7 

.9 

.5 

.2 

81.1 
3.7 
9.4 

14.2 
.9 

4.7 
4.4 

.9 

.6 

.2 

89.3 
3.9 

10.8 
10.9 

1.0 
4.9 
4.5 

.9 

.6 

.2 

99.4 
4.2 

12.2 
9.9 
1.6 
5.2 
5.7 

.8 

.7 

.1 

113.7 
4.7 

14.5 
16.4 

1.8 
5.7 
7.9 
1.3 
.8 
.6 

134.1 
5.2 

17.4 
17.6 

1.7 
6.4 
9.8 
1.3 

.9 

.2 

149.6 
5.6 

19.2 
22.0 

1.7 
6.9 
9.6 
1.2 
.9 
.4 

161.9 
6.0 

20.8 
34.7 

1.6 
7.3 

11.2 
1.2 
1.0 
.4 

171.2 
5.7 

22.1 
26.8 

1.5 
7.5 

10:1 
1.1 
1.0 
.3 

Subtotal, Income security 

Health: 
Medicare 
Other 

61.8 72.9 95.5 111.9 120.2 127.0 139.8 167.2 194.7 216.9 246.1 247.5 Subtotal, Income security 

Health: 
Medicare 
Other 

9.0 
.4 

10.9 
.4 

14.1 
.5 

16.9 
.6 

20.7 
.6 

24.2 
.6 

28.1 
.7 

33.8 
.7 

41.1 
.8 

49.0 
.7 

55.7 
.7 

63.0 
.6 

Subtotal, Health 

Education, training, employment, and 
social services: 
Education 
Training, employment, and social serv-

ices 

9.4 11.4 14.6 17.4 21.3 24.8 28.7 34.5 41.9 49.7 56.3 63.6 Subtotal, Health 

Education, training, employment, and 
social services: 
Education 
Training, employment, and social serv-

ices 

.8 

.7 

.8 

.7 

1.3 

.6 

1.9 

.4 

2.5 

.6 

2.9 

.8 

3.5 

.9 

4.6 

1.1 

5.5 

1.1 

5.2 

.9 

5.4 

1.0 

4.9 

.8 

Subtotal, education, training, em-
ployment, and social services ... 1.5 1.5 1.9 2.4 3.0 3.6 4.4 5.7 6.6 6.2 6.4 5.8 
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Table B-6. FUNCTIONAL COMPOSITION OF DOMESTIC TRANSFER PAYMENTS—Continued 
(In billions of dollars) 

Description 
Actual Estimate 

Description 
1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 

Veterans benefits and services 9.7 10.4 12.8 14.3 13.3 13.5 14.0 14.4 15.5 16.2 16.3 16.4 

Total, human resources pro-
grams 

ALL OTHER FUNCTIONS 

National defense (military retired pay) 
All other functions 

82.5 96.3 124.8 146.0 157.9 168.9 186.9 221.8 258.8 288.9 325.2 333.4 
Total, human resources pro-

grams 

ALL OTHER FUNCTIONS 

National defense (military retired pay) 
All other functions 

4.3 
.4 

5.0 
.5 

6.2 
.4 

7.2 
.6 

8.1 
.6 

9.0 
.7 

10.1 
.8 

11.8 
1.1 

13.6 
1.1 

14.8 
1.1 

16.0 
1.0 

16.3 
1.1 

Total functions not included in 
human resources grouping.... 

Total domestic transfer pay-
ments 

4.7 5.6 6.6 7.8 8.7 9.8 10.9 12.8 14.7 15.9 17.0 17.4 
Total functions not included in 

human resources grouping.... 

Total domestic transfer pay-
ments 87.2 101.8 131.4 153.8 166.6 178.7 197.8 234.6 273.4 304.8 342.2 350.9 

1 Includes both $50 tax rebates and earned income tax credits in excess of tax liabilities. 
Note—Excludes the transition quarter. 
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SPECIAL ANALYSIS A A-ll 

Grants-in-aid.—These expenditures help State and local govern-
ments to provide general public services and to finance programs 
for the needy. Table B-7 shows detail on grants-in-aid by budget 
function and major activity. Grant expenditures are discussed in 
greater detail in Special Analysis H of this document. While the 
definition of Federal aid used in that analysis differs somewhat 
from that used in the NIA, the two sets of data largely overlap. 
Special Analysis H explains the relationship between the series. 

There is a substantial degree of substitutability between grants-
in-aid and domestic transfer payments and—to a lesser degree— 
nondefense purchases. For example, low-income veterans could be 
eligible for free medical care under medicaid (Federal grants to 
finance State and local purchases), in a veterans hospital (nonde-
fense purchases), or, perhaps under medicare (transfer payments). 
The supplemental security income transfer payments have substi-
tuted for the previous program of grants to States for public assist-
ance for the elderly and handicapped. (The State and local spend-
ing of Federal grant money for public assistance programs is classi-
fied as State and local government transfer payments.) Most grants 
in the income security function plus medicaid are grants to assist 
States to provide income support; most other grants finance State 
and local services to the public. (However, the income support may 
be aid in-kind as is the case of medicaid where the State and local 
spending is to purchase medical care for the poor.) 

One of the major thrusts of this administration is to reduce both 
the level and complexity of Federal grant programs, and to surren-
der to State and local governments tax sources that they may tap 
to finance from their own revenues those portions of programs 
currently financed by grants that they choose to retain. Despite 
this general effort to reduce the growth rates in grants-in-aid, there 
is one major administration initiative for expanding Federal 
grants-in-aid. This initiative—a major increase in highway con-
struction and mass transportation grants—was enacted by the Con-
gress last month and will have a major effect starting next year. 
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Table B - 7 . FUNCTIONAL COMPOSITION OF FEDERAL GRANTS-IN-AID 
(In billions of dollars) 

w I 

Description 
Actual Estimate 

Description 
1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 

HUMAN RESOURCES PROGRAMS 

Income security: 
Public assistance cash 1 

Child nutrition and other food programs-
Other 

5.9 
1.1 

.5 

5.4 
1.2 

.5 

5.1 
1.7 

.9 

5.8 
2.1 
1.2 

6.3 
2.7 
1.3 

6.6 
2.8 
1.3 

6.5 
3.3 
1.5 

7.2 
3.6 
3.0 

8.4 
4.4 
4.3 

7.9 
4.2 
4.6 

8.1 
4.8 
4.5 

7.4 
4.4 
4.0 

Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, 

services, and medical training) 

Subtotal, health 

Education, training, employment, and 
social services: 
Education 
Training and employment 
Social services 

7.5 7.1 7.7 9 .2 10.4 10.8 11.3 13.8 17.1 16.7 17.4 15.8 Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, 

services, and medical training) 

Subtotal, health 

Education, training, employment, and 
social services: 
Education 
Training and employment 
Social services 

4.6 

1.7 

5.8 

2.0 

6.8 

2.4 

8.6 

2.9 

9.8 

2.9 

10.6 

2.8 

12.4 

2.8 

13.9 

2.8 

16.8 

3.1 

17.3 

3.2 

19.3 

2.9 

20.7 

3.0 

Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, 

services, and medical training) 

Subtotal, health 

Education, training, employment, and 
social services: 
Education 
Training and employment 
Social services 

6.3 7.8 9.2 11.4 12.7 13.4 15.1 16.7 19.9 20.5 22.2 23.7 

Subtotal, income security 

Health: 
Medicaid 
Other (includes research, construction, 

services, and medical training) 

Subtotal, health 

Education, training, employment, and 
social services: 
Education 
Training and employment 
Social services 

3.6 
2.2 
3.0 

3.5 
1.9 
2.9 

4.6 
3.4 
3.6 

4.5 
5.6 
3.8 

4.9 
6.0 
4.4 

5.5 
9.5 
5.0 

6.6 
9.2 
5.8 

7.3 
8.5 
5.0 

7.4 
7.1 
5.4 

6.9 
3 .8 
5.3 

6.9 
3.5 
6.0 

6.6 
3.5 
5.9 

Subtotal, education, training, em-
ployment, and social services.... 

Veterans benefits and services 

Total, human resources pro-
grams 

Natural resources and environment 

8.7 8.4 11.7 13.9 15.4 20.0 21.6 20.7 19.9 16.1 16.4 16.0 
Subtotal, education, training, em-

ployment, and social services.... 

Veterans benefits and services 

Total, human resources pro-
grams 

Natural resources and environment 

* * * .1 .1 .1 .1 .1 .1 .1 .2 .2 

Subtotal, education, training, em-
ployment, and social services.... 

Veterans benefits and services 

Total, human resources pro-
grams 

Natural resources and environment 

22.5 23.3 28.7 34.5 38.5 44.2 48.1 51.3 57.0 53.5 56.2 55.7 

Subtotal, education, training, em-
ployment, and social services.... 

Veterans benefits and services 

Total, human resources pro-
grams 

Natural resources and environment 1.1 2.0 2.3 2.9 4 .1 3.9 4.7 5.3 4.9 4.8 4.0 3.6 
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Community and regional development: 
Local public works 
Block grants 
Other 

Subtotal, community and regional 
development 

Transportation. 

General purpose fiscal assistance.-
General revenue sharing 
Anti-recession fiscal assistance-
Other 

Subtotal, general purpose fiscal 
assistance 

All other functions 

Total other functions.. 

Total grants-in-aid 

2.6 

2.6 

5.3 

6.6 

.4 

7.0 

1.9 

17.9 

40.4 

2.7 

2.7 

5.3 

6.1 

.4 

6.5 

1.9 

18.4 

41.6 

2.8 

2.8 

5.8 

6.1 ......... 

6.6 

2.2 

1.0 
2.4 

.6 
2.0 
1.8 

2.9 
2.4 
1.5 

1.6 
3.1 
1.7 

.4 
4.0 
1.9 

.1 
4.3 
1.6 

4.1 
1.1 

3.4 4.4 6.8 6.4 6.3 5.9 5.2 

7.5 7.7 8.1 9.5 11.8 12.2 10.8 

6.2 

.4 

6.8 
1.7 

.5 

6.8 
1.3 

6.8 

.9 

6.8 

1.1 

5.1 

1.1 

4.6 

1.3 

6.7 9.0 8.9 7.8 7.9 6.2 5.8 

2.6 2.6 2.8 2.6 4.1 3.9 3.3 

19.7 23.0 27.7 30.4 31.0 35.4 33.1 29.9 

48.4 57.5 66.3 74.7 79.1 86.7 90.1 83.4 

3.9 
1.0 

4.9 

12.1 

4.6 

1 . 2 

5.7 

4.0 

30.7 

86.9 

3.9 
.7 

4.7 

15.7 

4.6 

1.2 

5.8 

4.6 

34.4 

90.1 

*50 million or less. 
Note—Excludes the transition quarter. 
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B-18 THE BUDGET FOR FISCAL YEAR 1984 

Foreign transfer payments.—There are three major types of for-
eign transfer payments: expenditure of dollars to assist foreign 
economic development, grants of surplus agricultural products, and 
payments under social security and similar programs to individuals 
living abroad. Although payments to individuals are gradually 
rising (roughly in proportion with the rise in GNP), total foreign 
transfer payments have declined to less than 0.2% of GNP. The 
peak year for foreign transfer payments was 1949; in that year 
they were equal to 1.9% of GNP. 

Net .interest paid.—Net interest depends on the size of Federal 
debt, loans outstanding, and the interest rates on borrowing and 
lending. In the early post-war years (1947-48), net interest paid 
amounted to over 13% of total Federal sector NIA expenditures, 
but it accounted for around 6-7% of the total each year from 1952 
to 1977. Net interest paid rose from 6.9% of Federal sector expendi-
tures in 1977 to 9.9% in 1981 and an estimated 12.2% in 1984. 

In recent years foreign holdings of Federal debt have increased 
significantly. This expansion, combined with higher interest rates, 
pushed up the amount of interest paid abroad to over $17.6 billion 
in 1982, over five times the $3.2 billion total in 1973. These foreign 
interest payments are partially offset by interest collections from 
abroad; in 1973 such collections totaled $0.9 billion and in 1982 
they totaled $3.7 billion. The increase in foreign holdings of Feder-
al debt and in interest payments on that debt is discussed further 
in Special Analysis E. 

Subsidies less current surplus of Government enterprises.—Subsi-
dies less current surplus of Government enterprises consist of two 
elements: (1) subsidy payments to resident businesses (including 
farms); and (2) the "current surplus" or "deficit" of Government 
enterprises. In this context, a subsidy is a monetary grant to a unit 
engaged in commercial activities. Examples are housing subsidies, 
subsidies for railroads, and the construction and operating differen-
tial subsidies paid to operators of U.S.-flag merchant ships. As 
table B-8 shows, roughly half of the subsidies are for housing 
programs. These subsidies are designed mainly to reduce the cost of 
housing to moderate- and low-income families. 

"Government enterprise" is the term used in the NIA to desig-
nate certain business-type operations of the Government, which 
usually appear in the budget as public enterprise revolving funds. 
The operating costs of Government enterprises are, to a great 
extent, covered by the sale of goods and services to the public 
rather than from tax receipts. The difference between the sales and 
the current operating expenses of a Government enterprise consti-
tutes its surplus or deficit. As noted above, the capital formation of 
Government enterprises is classified as nondefense purchases. The 
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SPECIAL ANALYSIS A A-ll 

largest Government enterprises are the Commodity Credit Corpora-
tion, the Postal Service (which is not now included in the budget), 
and the Tennessee Valley Authority. The large swing in the Postal 
Service deficit in 1982 is largely due to postal rate increases. 

Table B-8 shows the composition of this aggregation by major 
category. 
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Table B - 8 . SUBSIDIES LESS CURRENT SURPLUS OF GOVERNMENT ENTERPRISES 
(In billions of dollars) 

Actual 
inscription inscription 

1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 

Subsidies: 
Commodity Credit Corporation 3.6 2.4 0.6 0.3 0.6 2.3 2.0 0.5 1.4 1.6 6.9 6.4 
Rural housing insurance fund .1 .1 .2 .3 .4 .4 .6 .6 .8 1.4 1.3 1.2 
Other Department of Agriculture .4 .3 .4 .3 .3 .4 .3 .3 .3 .2 .3 .4 
Maritime .4 .4 .5 .5 .5 .5 .5 .6 .5 .5 .5 .4 
Housing (HUD) 1.7 1.9 2.1 2.3 2.9 3.5 4.3 5.1 6.7 7.7 9 .1 9.8 
Railroad and mass transit .1 .1 .5 .9 1.3 1.4 1.5 2.0 2.2 2.0 1.9 1.3 
Other 1 1.1 .1 .1 .4 .3 .3 .6 .5 .1 .1 .1 .1 

Subtotal 7.4 5.4 4.4 5.0 6.4 8.9 9.9 9.5 12.0 13.5 20.0 19.6 

Enterprise surpluses ( - ) or deficits: 
Commodity Credit Corporation 1.3 1.0 .3 .2 .2 .8 1.3 1.6 1.9 2.2 4.4 2.9 
Postal Service 1.7 2.2 2.5 2.6 2.0 1.9 1.0 2.1 1.7 * 1.5 2.1 
Tennessee Valley Authority - . 2 - . 3 - . 3 - . 4 - . 6 - . 6 - . 8 - 1 . 1 - 1 . 0 - . 9 - 1 . 0 - 1 . 3 
Federal Housing Administration - . 3 - 1 - 2 - . 2 - . 2 - . 2 - . 2 - . 4 - . 4 - . 5 - . 3 - . 5 
Federal Deposit Insurance Corporation - . 1 - . 1 - . 2 - . 2 - . 2 - . 3 - . 3 - . 3 - . 4 - . 6 - . 9 - . 5 
Federal Savings and Loan Insurance 

Corporation - . 1 - . 2 - . 2 - . 2 - . 2 - . 3 - . 3 - . 3 * - . 2 - . 5 - . 4 
All other 2 - . 2 - . 4 - . 5 - . 6 - . 4 - . 6 - . 8 - . 7 - . 7 - . 8 - 1 . 1 - 1 . 3 

Subtotal 1.8 2.2 1.5 1.2 .5 .8 _ * 1.0 1.0 - . 8 2.1 1.1 

Total subsidies less current 
surplus 9.2 7.6 6.0 6.2 6.9 9.7 9.9 10.5 13.1 12.8 22.1 20.7 

Estimate 

* $50 million or less. 
1 Includes subsidies by the disaster loan fund of $0.7 billion in 1973. 
2 Includes wage disbursements less accruals. 
Note.—Excludes the transition quarter. 
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Wage disbursements less accruals.—This is an adjustment item 
occasionally made in the NIA when it is necessary to take account 
of the fact that wages and salaries are not always received at the 
same time as they are earned. The national income component of 
wages and salaries is counted in the GNP on an accrual basis; that 
is, when the income is earned rather than when it is received. 
Personal income, however, including wage and salary disburse-
ments, is estimated on the basis of when the cash is received. 

Ordinarily, wage and salary payments disbursed in one period 
but earned in the preceding period are approximately offset by 
payments disbursed in the next period but earned in the current 
period. The adjustment between national income and personal 
income is then small or zero. 

QUARTERLY ESTIMATES 

Table B-9 presents quarterly NIA receipts and expenditures (at 
seasonally adjusted annual rates) for 1982 to 1984. The translation 
of the budget into the NIA categories is inexact. When the annual 
NIA estimates are converted into quarterly distributions that are 
seasonally adjusted at annual rates, greater imprecision must be 
expected. The data presented in table B-9 are the best available 
estimates of the quarterly NIA receipts and expenditures consist-
ent with the 1984 budget, but should be used with clear recognition 
of their limitations. 
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Table B - 9 . FEDERAL RECEIPTS AND EXPENDITURES IN THE NIA, QUARTERLY, 1982-84 
(In billions of dollars; seasonally adjusted at annual rates) 

Actual Estimated 
Description Oct.-Dec. Jan-Mar. Apr-June July-Sept. Oct.-Dec. Jan.-Mar. Apr-June July-Sept. Oct.-Dec. Jan.-Mar. Apr-June July-Sept. 

1981 1982 1982 1982 1982 1983 1983 1983 1983 1984 1984 1984 

RECEIPTS 
Personal tax and nontax receipts 300 .9 299.9 305.8 295.6 299.3 293 .1 300.2 295.9 296.9 299.4 305 .2 319.2 
Corporate profits tax accruals 59 .1 46.5 45.2 49.8 50.8 50.7 50.5 49.8 51.5 56.0 61.7 68.3 
Indirect business tax and nontax accruals.... 57.2 48.7 49.8 50.8 50.7 53.0 59.7 58.8 58.7 59.2 59.5 59.8 
Contributions for social insurnce 208 .4 214.9 216.2 217.5 217.4 230.2 234.8 237.8 241 .9 268 .2 271.2 273.9 

Total, receipts 625 .7 609.9 617.0 613.7 618.2 627 .0 645.2 642.3 649 .0 682.8 697.6 721.2 

EXPENDITURES 

Purchases of goods and services 250 .5 249.7 244.3 259.0 276 .1 278.9 272.8 288.0 300 .9 302.4 297.8 308.9 
Defense ( 1 6 6 . 9 ) ( 1 6 6 . 2 ) ( 1 7 6 . 2 ) ( 1 8 2 . 7 ) ( 1 8 8 . 9 ) ( 1 9 6 . 2 ) ( 2 0 2 . 1 ) ( 2 1 0 . 3 ) ( 2 1 9 . 7 ) ( 2 2 6 . 2 ) ( 2 3 2 . 3 ) ( 2 3 7 . 8 ) 
Nondefense ( 8 3 . 6 ) ( 8 3 . 5 ) ( 6 8 . 2 ) ( 76 .3 ) ( 8 7 . 2 ) ( 8 2 . 7 ) ( 7 0 . 7 ) ( 7 7 . 7 ) ( 8 1 . 2 ) ( 7 6 . 2 ) ( 6 5 . 5 ) ( 71 .1 ) 

Transfer payments 300 .7 303.2 312.8 327.4 344 .0 346 .5 350.6 352.2 348 .3 359 .8 360 .9 361.5 
Domestic (to "persons") ( 2 9 4 . 0 ) ( 2 9 7 . 2 ) ( 3 0 7 . 0 ) ( 321 .8 ) ( 3 3 7 . 0 ) ( 3 4 0 . 5 ) ( 3 4 4 . 4 ) ( 3 4 5 . 8 ) ( 3 4 1 . 8 ) ( 3 5 3 . 3 ) ( 3 5 4 . 4 ) ( 3 5 5 . 0 ) 
Foreign ( 6 . 6 ) ( 6 . 0 ) ( 5 . 8 ) ( 5 . 6 ) ( 7 . 0 ) ( 6 . 0 ) ( 6 . 2 ) ( 6 . 4 ) ( 6 . 5 ) ( 6 . 5 ) ( 6 . 5 ) ( 6 . 5 ) 

Grants-in-aid to State and local govern-
ments 83 .6 83.0 85.0 82.0 84.2 86.5 88 .1 89.2 89 .5 90.0 90 .1 90.4 

Net interest paid 79.0 79.6 82.8 88.7 88.2 90.8 93.6 97 .0 100.7 104.6 108.5 112.6 
Subsidies less current surplus of Govern-

ment enterprises 13.6 12.7 11.6 12.6 23.4 20 .1 20.3 24.5 21.4 20.3 19.7 21.4 
Wage disbursements less accruals .1 .2 

Total expenditures 727 .4 728.3 736.6 769.7 815 .9 822 .8 825.4 850 .9 860 .8 877 .1 877 .0 894.8 

Deficit ( - ) - 1 0 1 . 7 - 1 1 8 . 4 - 1 1 9 . 6 - 1 5 6 . 0 - 1 9 7 . 8 - 1 9 5 . 8 - 1 8 0 . 2 - 2 0 8 . 6 - 2 1 1 . 8 - 1 9 4 . 3 - 1 7 9 . 4 - 1 7 3 . 6 

Note.—Because of the methods normally used seasonally adjusting NIA data, the average of seasonally adjusted data for the 4 quarters of a fiscal year may not be equal to the unadjusted fiscal year total. 
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SPECIAL ANALYSIS A A-ll 

RELATIONSHIP OF THE B U D G E T TO THE FEDERAL SECTOR N I A 

Table B-10 shows the major differences between the budget and 
the Federal sector of the NIA. These differences are explained 
below. 

Table B - 1 0 . RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR, NIA 
(In billions of dollars) 

1980 1981 1982 1983 1984 
actual actual actual estimate estimate 

RECEIPTS 

Total budget receipts 517.1 599.3 617.8 597.5 659.7 

Government contributions for employee retirement (grossing). . 8 .6 9.7 10.7 12.2 14.0 
Other netting and grossing 7 .0 8 .0 9 .3 11.7 13.9 
Adjustment to accruals - 6 . 6 - 1 . 1 - 1 8 . 2 8 .2 - . 3 
Geographic exclusions - 1 . 2 - 1 . 3 - 1 . 6 - 1 . 7 - 1 . 9 
Other .2 .1 .2 * .2 

Federal sector, NIA receipts 525.1 614.7 618.2 627.9 685.6 

EXPENDITURES 

Total budget outlays 576.7 657.2 728.4 805.2 848.5 

Lending and financial transactions - 1 0 . 3 - 7 . 4 - 5 . 3 - 3 . 8 - 3 . 8 
Government contribution for employee retirement (grossing) . . . 8 .6 9.7 10.7 12.2 14.0 
Other netting and grossing 7.0 8 .0 9.3 11.7 13.9 
Defense timing adjustment - . 2 - 1 . 8 - 1 . 2 - 1 . 7 - 2 . 5 
Bonuses on Outer Continental Shelf land leases 2.8 7.8 2.7 8.3 7 .9 
Geographic exclusions - 4 . 4 - 4 . 5 - 4 . 6 - 4 . 8 - 4 . 9 
Other - 3 . 2 - 2 . 5 - . 3 1.9 4 .2 

Federal sector, NIA expenditures 577.0 666.5 739.7 829.0 877.3 

*$50 million or less. 

Lending and financial transactions.—Conceptually, the national 
income and product accounts measure the Nation's current income 
and production, and therefore do not include transactions, such as 
loans, that are an exchange of existing assets and liabilities rather 
than current income or production. Loan transactions have a sig-
nificant economic impact, affecting income and output, but they 
are analyzed more appropriately within a financial market frame-
work, such as provided by the flow-of-funds data of the Federal 
Reserve Board. Special Analysis E (Borrowing and Investment) and 
Special Analysis F (Federal Credit Programs) both contain informa-
tion on the financial market implications of the budget. 

Most of the lending and financial transactions displayed in table 
B-10 are shown in Special Analysis F. However, this total differs 
from the total for direct loans shown in Special Analysis F because: 
(a) the NIA records nonrecourse agricultural commodity loans as 
purchases rather than loans; (b) capital contributions to interna-
tional financial institutions are not loans, but are financial trans-
actions excluded from the NIA; and (c) Special Analysis F includes 
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B-18 THE BUDGET FOR FISCAL YEAR 1984 

lending by off-budget Federal entities; these loans do not require 
reconciliation with the NIA because they are not included in the 
budget outlay totals. 

Government contribution for employee retirement.—The contribu-
tions of Government agencies to the retirement trust funds of their 
employees are not included in the budget totals. While the outlays 
are recorded in each agency's budget, they are offset by an intra-
governmental deduction. However, the NIA counts Government 
payments for employee retirement as part of the compensation 
paid to Government employees and, therefore, as Government ex-
penditures; this treatment maintains comparability with the treat-
ment of employee retirement contributions in the rest of the econo-
my. Contributions for employee retirement by Government enter-
prises such as the Postal Service are recorded as an increase in the 
current deficit of enterprises. Contributions by other accounts are 
recorded as purchases of goods and services. The receipt of these 
retirement contributions is treated in the NIA as contributions for 
social insurance. Since receipts and expenditures are increased by 
identical amounts, this treatment has no effect on the surplus or 
deficit. Around 80% of these payments go to the civil service retire-
ment fund, while most of the remainder is for social security. 

Other netting and grossing.—The budget normally counts as re-
ceipts only income from taxation or similar sources that arises 
from the exercise of governmental power to compel payment. 
Money received in the course of business-type transactions, there-
fore, is normally shown as offsets against outlays. For instance, 
receipts from social insurance programs operated by the Veterans 
Administration (such as the National Service Life Insurance and 
U.S. Government Life Insurance) are netted against outlays in the 
budget since these programs are voluntary, commercial-type activi-
ties. However, in the NIA these insurance premiums are treated as 
social insurance receipts just as are receipts from compulsory Gov-
ernment programs. 

Similarly, noncompulsory insurance premiums under the supple-
mentary medical insurance program (totaling $4.4 billion in 1984) 
and similar but much smaller noncompulsory hospital insurance 
premiums are classified as offsetting collections (negative outlays) 
in the budget but they are classified as social insurance contribu-
tions in the NIA. 

Other netting and grossing includes some imputed contributions 
for social insurance for Federal employees for unemployment com-
pensation (which adds an equal amount to nondefense purchases) 
and workmen's compensation (which adds an equal amount to do-
mestic transfer payments). 
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SPECIAL ANALYSIS A A-ll 

One major element of netting and grossing in recent years has 
been due to budgetary collections arising from the Outer Continen-
tal Shelf leases. All such collections are recorded in the budget as 
negative outlays. The rents and royalties component—but not the 
bonuses—are recorded in the NIA as indirect business nontaxes; 
this converts the money from an offset to outlays in the budget to a 
receipt in the NIA. 

Timing adjustments.—The budget records receipts at the time 
the cash is collected regardless of when the income is earned, and 
outlays (except interest paid to the public) are generally recorded 
at the time the checks are issued. The NIA attempts to record most 
receipts from the business sector in the time period in which the 
income is earned rather than when taxes are actually paid, while 
personal income taxes and social insurance contributions are re-
corded at the time of payment by the individual taxpayer rather 
than when the liability is accrued or the cash is received by 
Treasury. 

The principal timing adjustment to expenditures is for defense 
purchases. The major defense timing adjustment normally involves 
procurement items (such as missiles and airplanes) purchased 
under most fixed-price contracts. These items are recorded in the 
Federal sector NIA as defense purchases at the time of delivery to 
the Federal Government, rather than when the payment is made 
(as the budget does) or when they are fabricated. Work in progress 
is counted as part of private business inventories until the goods 
are completed and delivered to the Government. An additional 
defense timing adjustment is made to convert foreign military 
sales, which are recorded on a cash basis in the unified budget, to a 
basis consistent with net exports in the NIA. In addition, some 
accounting adjustments are included with the defense timing ad-
justment in this translation. 

Since both the budget and the NIA record public debt interest to 
the public when it accrues, no timing adjustment is needed for 
most interest transactions. 

Bonuses on Outer Continental Shelf land leases.—In recent years 
bonuses paid on the Outer Continental Shelf oil leases have become 
a significant reconciliation item between the unified budget and 
the NIA. As already noted, the budget records these bonuses as 
proprietary receipts and, therefore, deducts them from budget out-
lays. The NIA excludes these transactions as being a transfer of 
assets, because the payments are not included in calculating book 
profits under current corporate accounting practice. 

Geographic exclusions.—Geographic exclusions arise because 
Puerto Rico, the Virgin Islands, and other U.S. territories are not 
included in the United States for purposes of computing the GNP 
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and related data series (such as social insurance taxes, domestic 
transfer payments, and grants-in-aid) but also are not treated as 
foreign for purposes of producing data on exports, imports, and 
foreign transfer payments. Since the budget includes receipts from 
and payments to persons and local governments in these territories 
and the NIA excludes such transactions, this constitutes a major 
reconciliation item between the two data series. 

Other.—This category contains miscellaneous adjustments, such 
as the NIA expenditures by off-budget Federal entities and foreign 
currency transactions that are included in the NIA but not in the 
budget. 
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Table B - l l . FEDERAL TRANSACTIONS IN THE NATIONAL INCOME ACCOUNTS, 1 9 7 3 - 8 4 
(In billions of dollars) 

Description 
Actual Estimate 

Description 
1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 

RECEIPTS, NATIONAL INCOME BASIS 
Personal taxes and nontax receipts 
Corporate profits tax accruals 
Indirect business tax and and nontax ac-

cruals 
Contributions of social insurance 

107.4 
41.2 

20.7 
71.5 

122.7 
43.4 

21.4 
84.2 

127.5 
41.8 

22.2 
91.9 

137.2 
52.5 

24.3 
101.0 

166.4 
58.9 

24.5 
116.2 

186.5 
67.3 

27.2 
133.3 

222 .6 
76 .1 

29 .1 
153 .1 

250 .1 
70.0 

34.7 
170.3 

291.7 
70.9 

55.7 
196.3 

303.0 
50.1 

50.7 
214.4 

293.1 
50.5 

55.2 
229.1 

304 .1 
59.4 

59.3 
262.8 

Total receipts, national income 
basis 

EXPENDITURES, NATIONAL INCOME 
BASIS 

Purchases of goods and services 
Defense 
Nondefense 

Transfer payments 
Domestic ( " to persons") 
Foreign 

Grants-in-aid to State and local govern-
ments 

Net interest paid 
Subsidies less current surplus of Govern-

ment enterprises 
Wage disbursements less accruals 

240.7 271 .6 283 .4 314 .9 365 .9 414 .3 4 8 0 . 8 5 2 5 . 1 614 .7 618 .2 627 .9 685 .6 
Total receipts, national income 

basis 

EXPENDITURES, NATIONAL INCOME 
BASIS 

Purchases of goods and services 
Defense 
Nondefense 

Transfer payments 
Domestic ( " to persons") 
Foreign 

Grants-in-aid to State and local govern-
ments 

Net interest paid 
Subsidies less current surplus of Govern-

ment enterprises 
Wage disbursements less accruals 

101.1 
( 72 .8 ) 
( 2 8 . 4 ) 
89.8 

( 8 7 . 2 ) 
( 2 .7 ) 

40.4 
15.7 

9.2 
- . 5 

104.5 
( 7 3 . 6 ) 
( 3 0 . 9 ) 
104.8 

( 1 0 1 . 8 ) 
( 3 . 0 ) 

41.6 
19.6 

7.6 
.2 

117.9 
( 8 0 . 2 ) 
( 3 7 . 7 ) 
134.5 

( 1 3 1 . 4 ) 
( 3 . 1 ) 

48.4 
21.7 

6.0 
.4 

125.1 
( 8 4 . 4 ) 
( 4 0 . 7 ) 
156.8 

( 1 5 3 . 8 ) 
( 3 . 0 ) 

57.5 
25.2 

6.2 

139.8 
( 9 1 . 4 ) 
( 4 8 . 4 ) 
169.8 

( 1 6 6 . 6 ) 
( 3 . 2 ) 

66.3 
28.4 

6.9 

150.4 
( 9 7 . 8 ) 
( 5 2 . 6 ) 
182.2 

( 1 7 8 . 7 ) 
( 3 . 5 ) 

74.7 
33.5 

9.7 

164 .1 
( 1 0 8 . 2 ) 

( 5 5 . 9 ) 
201 .8 

( 1 9 7 . 8 ) 
( 4 . 1 ) 

79 .1 
40 .6 

9.9 * 

189.8 
( 1 2 6 . 5 ) 

( 6 3 . 3 ) 
239.4 

( 2 3 4 . 6 ) 
( 4 . 8 ) 

86.7 
50.6 

10.5 

218 .1 
( 1 4 6 . 6 ) 

( 7 1 . 5 ) 
279.2 

( 2 7 3 . 4 ) 
( 5 . 7 ) 

90 .1 
66.2 

13.1 
- . 1 

250.1 
( 1 7 3 . 0 ) 

( 7 7 . 1 ) 
310.8 

( 3 0 4 . 8 ) 
( 6 . 0 ) 

83.4 
82.5 

12.8 
.1 

279.0 
( 1 9 9 . 4 ) 

( 7 9 . 6 ) 
348.6 

( 3 4 2 . 2 ) 
( 6 . 4 ) 

86.9 
92.4 

22.1 

302 .5 
( 2 2 9 . 0 ) 

( 7 3 . 5 ) 
357 .4 

( 3 5 0 . 9 ) 
( 6 . 5 ) 

90 .1 
106.6 

20.7 

Total expenditures, national 
income basis 

Excess of receipts ( + ) or expendi-
tures (—) , national income basis 

255.7 278 .2 328 .8 370 .7 4 1 1 . 2 450 .4 495 .6 577 .0 666 .5 739.7 829 .0 877 .3 
Total expenditures, national 

income basis 

Excess of receipts ( + ) or expendi-
tures (—) , national income basis - 1 4 . 9 - 6 . 6 - 4 5 . 4 - 5 5 . 8 - 4 5 . 3 - 3 6 . 1 - 1 4 . 8 - 5 1 . 9 - 5 1 . 9 - 1 2 1 . 5 - 2 0 1 . 1 - 1 9 1 . 7 
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W i t o *$50 million or less. Note—Excludes the transition quarter. 
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ANALYSES OF 
THE BUDGET TOTALS 
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INTRODUCTION 
Part 2 provides analyses and tabulations of the budget totals that 

cover Government finances and operations as a whole, and reflect 
the ways in which Government finances affect the economy. These 
special analyses are designated C through I. 

Special Analysis C (Funds in the Budget) classifies budget infor-
mation by the groups of funds (Federal and trust) that comprise 
the budget. 

Special Analysis D (Investment, Operating, and Other Budget 
Outlays) classifies budget outlays in terms of the duration and 
nature of the benefits provided, distinguishing those of an invest-
ment or developmental type from those that primarily yield cur-
rent benefits. Apart from this analysis, the U.S. budget includes 
outlays that are for "capital" or investment-type activities in the 
same accounts in which "current" activities and costs are shown. 

Special Analyses E (Borrowing and Debt) describes current devel-
opments and past trends in Federal borrowing and debt. It also 
considers interest on the Federal debt, investment by Government 
accounts in Federal securities, the statutory debt limit, and the 
total of Federal and federally assisted borrowing from the public. 

Special Analysis F (Federal Credit Programs) explains the oper-
ation of the credit budget, which applies budgetary controls on 
Federal lending activities. The Special Analysis Provides informa-
tion on direct loans, guarantees of private loans, and loans of 
Government-sponsored enterprises. It also includes aggregate meas-
ures of total credit supplied to the public and credit raised from the 
public under Federal auspices. 

Special Analysis G (Tax Expenditures) provides a discussion of 
revenues losses due to provisions of the Federal income tax laws 
that allow a special exclusion, exemption, or deduction from gross 
income or that provide a special credit, preferential rate of tax, or 
deferral of tax liability. 

Special Analysis H (Federal Aid to State and Local Governments) 
contains information on Federal grants to State and local govern-
ments and assistance provided through loans and tax expenditures. 
It shows Federal aid for past years and relates it to the finances of 
both the Federal Government and State and local governments. 
This analysis provides a profile of Federal grants by region, a 
description of the State and local government sector of the national 
income accounts, and an identification of other grant information 
sources. 

Special Analysis I (Civilian Employment in the Executive 
Branch) deals with the levels of civilian employment in the execu-
tive branch and the systems used to control civilian employment. It 
also contains figures on total Federal personnel costs (including 
military personnel). 
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