
n n n o n m  Economi c t r e o d s
P R E P A R E D  B Y  F E D E R A L  R E S E R V E  B A N K  O F  S T .  L O U I S

Month ending: January 31, 1981 Released: February 27, 1981

Nominal GNP has grown aclr a re la tive ly  rapid 9.8 percent annual rate 
since mid-1979, yet federal government expenditures have expanded even 
faster. Federal expefitfltures increased from 20.8 percent of GNP in mid-1979 
to 23.4 percent in IV/1980, accelerating an upward trend that began in 
1965. State and local spending, on the other hand, has risen at about the 
same rate as GNP since 1973, a fte r increasing more rapidly from 1965 to 1973.

Federal spending has accelerated sharply since mid-1979, increasing 
at an 18.8 percent annual rate. By comparison, such spending rose at an 
11.6 percent rate in the previous six years and at a 9.9 percent average 
rate from 1965 to 1973. The most recent acceleration re flects  sharp 
increases in both defense and nondefense spending. The e ffec t of federal 
spending ris ing  faster than GNP has been an increase in the federal d e fic it  
from an $8.1 b illio n  annual rate in 11/1979 to an estimated $61.9 b illio n  
rate in IV/1980.

Trends in state and local government spending contrast with those 
for the federal sector. Since mid-1979, expenditures by state and local 
governments have grown at a 9.3 percent rate , compared with a 10.2 percent 
rate from 1973-79 and an 11.7 percent average rate over the 1965-73 period. 
Re la tive ly  moderate growth of state and local government spending has 
resulted in a rate of surplus averaging $27.6 b illio n  over the past six 
quarters. This compares with a $13.4 b illio n  rate of surplus in 1973 and 
balance in 1965.

TRENDS IN GOVERNMENT SPENDING 
(compounded annual rates of change)

11/1979 1973 1965
to to to

IV/1980 1979 1973

Federal expenditures 18.8% 11.6* 9.9%
National defense 19.7 7.3 5.0
Nondefense 18.5 13.0 12.5

State and local expenditures 9.3 10.2 11.7

GNP 9.8 10.5 8.5

Starting with this issue, CPI-U, the consumer price index for a ll 
urban consumers, w ill be published instead of CPI-W, the consumer price 
index for urban wage earners and c le r ica l workers. CPI-U re flects  a broader 
sample of consumers than does CPI-W.
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