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BUDGET MESSAGE OF THE PRESIDENT

To the Congress of the United States:

This budget for 1981 is prudent and responsible. It continues the
strategy of restraint that I proposed, and the Congress accepted, for
the 1980 budget. At the same time it proposes selected, essential
increases in areas of high priority and great national concern. In
this way it seeks a balance between our needs for budgetary re-
straint and our needs for specific expenditures. I expect the Con-
gress to support it.

Total outlays for 1981 proposed by this budget are $615.8 billion,
an increase of 9%. After allowing for inflation, this budget is
virtually level with 1980 spending. Total receipts for 1981 are esti-
mated to be $600 billion. In view of current economic conditions,
the only major revenue proposal included in the budget is my
windfall profit tax now before the Congress.

THE BUDGET TOTALS

(In billions of dollars)

1979 1980 1981 1982 1983
actual estimate estimate estimate estimate

Budget receipts.........ccuvuerrrererrreerrenresiesienanns 466 524 600 691 799
Budget outlays ..........cccocuevrrcreriereircrrerenienee 494 564 616 686 174
Surplus or deficit (—)..cooerrrverererresienrenen —28 —40 —16 +35 425

Budget authority............cccoevrerrrerreneee. 557 654 696 175 868

Thus, I am proposing a deficit of $15.8 billion, the lowest deficit
in 7 years. This reduces the deficit by 60% in comparison to 1980.
More significantly, it is $50 billion less than when I first ran for
the Presidency. As a percentage of the budget, and of the gross
national product, the 1981 deficit is the second lowest of the last
decade.

Economic projections deeply affect this budget. It appears today
that the long economic recovery occurring throughout my first
term may falter this year. I have therefore assumed that there will
be some decline in GNP during the course of 1980, followed by
renewed but moderate growth in 1981. As a result, budget receipts
will be reduced and certain expenditures will increase automatical-
ly. This is why the 1981 budget is in deficit. If, contrary to our
assumptions, the economy were to perform strongly enough to keep
the unemployment rate at its current level, the 1981 budget would
be in surplus.

We must monitor the economic outlook carefully. If the economy
begins to deteriorate significantly, I will consider tax reductions
and temporary spending programs for job creation targeted toward
particular sectors of economic stress. But I believe current econom-
ic conditions argue for restraint.
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I believe that this judgment and this budget recognize that equi-
table budget restraint is essential in our efforts to control inflation;
that the unemployed should not bear the costs of our anti-inflation
efforts; and most importantly, that we continue to pursue the goals
of full employment, price stability, and balanced growth. The fiscal
and program policies in this budget are essential, I believe, if we
are to move rapidly toward these goals in the 1980’s.

Indeed, the restraint proposed in this budget is essential to
achieve these goals. The unacceptably high inflation now prevail-
ing is clearly due to many, deeply imbedded, long-term forces.
Countering this inflation involves sustained action across a wide
spectrum.

e We must reduce our dependence upon foreign oil.

e We must enhance our economy’s productivity.

* We must continue our efforts to foster competition and inno-
vation through further deregulation.

e We must sustain compliance with the administration’s wage
and price guidelines.

But none of these efforts can succeed unless Federal spending is
controlled. By continuing a clear and consistent policy of restraint,
the 1981 budget insures that the Federal budget will not be an
inflationary force in the economy.

Although I have kept spending in this budget from rising in real
terms, I have found it necessary to increase funds in a few critical
areas. The most important of these are defense, energy, basic re-
search, and the training and employment of our Nation’s young
people.

Defense.—The long decline in real spending for defense that
began in 1969 has been reversed. The uncertain and sometimes
hostile world we live in requires that we continue to rebuild our
defense forces. The United States will continue to seek peaceful
means to settle international disputes. But I cannot ignore the
major increases in Soviet military spending that have taken place
inexorably over the past 20 years. I cannot ignore our commitment
to our NATO allies for mutual real increases in our investment in
national defense. I cannot ignore the implications of terrorism in
Iran, or Soviet aggression in Afghanistan.

Therefore, my budget proposes a defense program in 1981 of
$158.2 billion in budget authority, an increase of over 5% in real
terms. Outlays for defense will be $142.7 billion, a real increase of
over 3%.

Moreover, I am committed as a matter of fundamental policy to
continued real increases in defense; and I plan increases in my
defense budgets through 1985. Over the period 1981-85, I am pro-
posing that the defense program level of the United States increase
by $90 billion.

Energy.—This budget reflects the important progress made by
my administration toward a broad and practical program dealing
with the energy problems the Nation will face in the next decade. I
am confident, and the 1981 budget assumes, that early in the 1980
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session the Congress will pass the crucial measures I proposed last
year: the windfall profit tax, the Energy Security Corporation, the
conservation measures, and the Energy Mobilization Board.

With this budget we will have put into place an energy program
composed of the following elements:

(1) Realistic pricing and fair taxes.—My decontrol decision of last
April is now in effect. It is painful, and no one can pretend other
wise. But we cannot have an energy program that maintains illu-
sions. Energy is not cheap, and we must accept that fact.

My windfall profit tax, to be passed early this year, retains a
portion of the profits from energy price increases for the public.
This will insure that increased energy prices will lead to new
public investment in energy production. It will insure also that the
burdens of higher energy costs are fairly shared.

(2) Conservation.—The 1981 budget allocates resources for tax
incentives, low-interest subsidized loans, and other measures to
stimulate more conservation. Conservation is the quickest and
cheapest step we can take to confront our energy problem.

(8) Production.—This budget anticipates the creation of the
Energy Security Corporation to facilitate the development of syn-
thetic fuels and a major new gasohol program. It also supports
continued new investments in those energy initiatives begun in the
last two budgets. We are significantly increasing our expenditures
on fossil fuels, on solar energy, and on nuclear fusion. Nuclear
fission research, on the other hand, declines, while greater empha-
sis is placed on solving the current problems of nuclear power.

(4) Protection.—As we adjust to the new energy realities, we must
continue to protect those who are most vulnerable. The 1981
budget continues to provide funds for the poor to weatherize their
homes; funds to enable the most disadvantaged Americans to cope
with the rising cost of energy; and funds for energy crisis assist-
ance.

My energy program is, of necessity, a long-term one. But if it is
sustained through the new decade, we will reduce consumption,
increase production from domestic sources, and promote alternate
forms of energy. We will significantly reduce our dangerous reli-
ance upon foreign oil. We will remove a major source of inflation.
Our economy and our Nation will emerge from the 1980’s stronger
than they are now.

Basic research.—In the long run, economic growth depends criti-
cally on technological development. For many years, this country
has led the world in producing new technology. We are in danger
of losing this leadership. The 1981 budget continues my long-stand-
ing commitment to reverse the trends of the past two decades and
provide for major and sustained increases—above the rate of infla-
tion—for research and development programs. Obligations for re-
search and development will increase by 13%:; for basic research by
12%. Since 1978, obligations for basic research will have increased
by 40%. I believe that these are among the most important expend-
itures we can make. The payoff, particularly for basic research, is
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long-term, but immense. We benefit today—in new industries, in
millions of jobs, in lives saved, and in lives protected—from the
investments in science made decades ago. We must continue such
investments today to reap similar returns tomorrow.

Human resources.—My budget, restrained as it is, provides
needed support to those Americans who are most in need. Most of
the increase in the 1981 budget over 1980 is due to the automatic
cost-of-living increases in entitlement programs that provide
income to the poor and the elderly. I have continued and improved
these programs. In addition, I have proposed discretionary in-
creases in a wide range of programs affecting those in our society
who are the most disadvantaged.

The budget includes $687 million for proposals to expand health
services to the poor and the underserved, including $403 million to
provide medicaid eligibility for 2 million additional low-income
children and approximately 100,000 pregnant women. The budget
also includes a 24% increase in subsidized housing programs and a
24% increase in elementary and secondary education programs for
the disadvantaged. Overall, I am proposing an increase of $7 billion
in aid to the poor to protect them against the effects of inflation.

At the same time, I am proposing a major initiative that will
enable our Nation’s disadvantaged youth to receive a strong basic
education, to find and keep a job. This is a critically important
time for this initiative. In the 1980’s, the number of youths enter-
ing the labor market will fall. If the young people of the 1980’s are
prepared, they will be able to find good jobs and build productive
lives. My initiative will make this preparation possible. It will
couple a strong emphasis on basic education with significant em-
ployment opportunity. For those young people who participate, the
programs will be tough and challenging. But they will be extreme-
ly worthwhile. Those who complete them will have a major advan-
tage where it counts—in the permanent job market. I consider this
investment in human resources for the 1980’s to be as important as
the investments I am proposing for basic research. It is an invest-
ment in our most precious resource—the energies and talents of
America’s young people.

Agriculture.—Because of the aggression by the Soviet Union
against Afghanistan, I concluded that we could not now permit
that country to benefit from our productive agriculture. On Janu-
ary 4, I announced the suspension of shipments of grain, soybeans,
and their byproducts to the Soviet Union. This budget reflects the
steps necessary to avoid the devastating effects such action could
have had on our farmers and grain shippers. Specifically, the Sec-
retary of Agriculture will:

e purchase contracts entered into with the Soviet Union at
prices at or above those prevailing on January 4;

e if necessary, take title to the grain intended for export to the
Soviet Union and isolate it from the market;

e purchase up to 4 million metric tons of wheat for an interna-

tional food aid reserve;
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* increase the loan level for feed grains and wheat by 10 and 15
cents per bushel, respectively; and

* modify the farmer-owned grain reserve to encourage farmers
to place additional grain in the reserve.

On January 19, I announced, as additional steps to avoid the
impact of suspension of shipments, that the Government would:
e increase the 1980 and 1981 Public Law 480 programs in order
to increase grain shipments abroad; and
e purchase corn directly at local levels to stabilize cash markets
and alleviate transportation backups.
I stand ready to take further steps if these actions prove insuffi-
cient.

Other commitments.—In other important areas, the 1981 budget
reflects the reorganization accomplishments of the administration;
continues the significant progress already experienced in urban
and community development; expresses my commitments to wel-
fare reform and a national health plan, programs that will begin in
future budget years; and reaffirms my dedication to improved Fed-
eral budgeting and management.

The budget anticipates that my welfare reform proposals will
take full effect in 1982, and my national health plan proposal in
1983. Taken together, these programs provide income support and
assured health care to all Americans in need. My national health
plan—which will be phased into operation prudently, consistent
with the state of our economy—minimizes direct governmental
control over health care, restrains the growth of Government, and
provides maximum individual choice. I am continuing to seek en-
actment of my hospital cost containment proposal, which I believe
is an essential part of any national health plan. When fully en-
acted, these two proposals—welfare reform and the national health
plan—will significantly and permanently improve the lives and
prospects of all Americans.

The 1981 budget includes a $15.5 billion allocation for the new
Department of Education, which the Congress has approved. The
establishment of this Department will require a great deal of effort
in the short run, but it will give our system of education the
consistent attention and high priority it deserves.

This budget also continues the improvement in the budget proc-
ess I promised 4 years ago. In the 1979 budget we introduced zero-
base budgeting, a system we have now used in three budgets to
assure the allocation of scarce public resources to the most critical
areas. Last year, in the 1980 budget, we moved to multiyear budg-
eting. My budget again this year shows not only decisions for 1981,
but the effect of those decisions—in detail—for 1982 and 1983. To
the extent feasible, the multiyear budget projects also the future
costs of programs such as the national health plan, welfare reform,
defense, energy, and research and development.

This year I have installed a central system to control the use of
Federal credit. In the past, too much has escaped the normal

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



discipline of the budget. This system, which is now in place, recom-
mends specific credit limitations for most credit programs.

THE CREDIT BUDGET TOTALS
(In billions of dollars)

1979 1980 1981
actual estimate estimate

New direct loan obligations..............cccoceevrerrerinnnen. 514 59.7 60.7
New loan guarantee commitments .............c.cccoevuece 74.7 75.2 81.4
T AL RENE < e 126.1 134.9 142.1

The new system of credit control will permit both the adminis-
tration and the Congress to improve their understanding of the
credit programs, to measure their important effects, and to deter-
mine appropriate levels of credit activity.

This budget reflects continued efforts to improve financial man-
agement in Government and to stop illegal or improper use of
taxpayers’ money. We are achieving major savings from better
cash management and stronger internal auditing in Federal
agencies.

Conclusions.—Proposing a responsible Federal budget is a funda-
mental task of public leadership. The budget must reconcile a
broad range of legitimate claims for resources with the needs of the
economy and the burdens on the taxpayer. Simultaneously, it
must:

e respect past commitments in its allocations to social security,
to veterans, and to the elderly;

* meet the needs of the present for defense, unemployment
benefits, and health services; and

e invest in the future through research and development,
energy programs, and education.

The budget must do all of these things specifically and in detail.
A budget rests on specific proposals related to specific costs, not on
rhetoric.

A budget also rests on policy. And this budget contains impor-
tant policy decisions—major departures, new initiatives, larger and
longer-term commitments. Each stands on its own merit. Yet taken
together all of the proposals in this budget can also be character-
ized in a more general way. They reflect the maturing of the
administration’s basic, consistent underlying policy themes: re-
straint in budgeting the taxpayers’ dollars; the strengthening of
our defense; providing energy for the future; improving opportuni-
ties for the Nation’s youth; and making Government work better.

Ours is a great and complex nation. The existing arrangements
in our society are the result of complex, not always consistent
decisions of the past emerging from a democratic people. Change is
sometimes slow because it rests on consent. But intelligent, consist-
ent leadership, persistently applied, can bring about change in
policies and further the well-being of our society and of its people. I
believe that this budget, and those I have submitted in the past,
support the fundamental policies that will prepare America for the

new decade.

JANUARY 28, 1980.
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PART |
BUDGET RECEIPTS

This section describes the major sources of budget receipts and
‘he legislative proposals and administrative actions affecting them.
he economic assumptions underlying the estimates are presented
n Part II, together with projections of receipts through 1985.

Summary

Total budget receipts in 1981 are estimated to be $600 billion, an
ncrease of $76 billion from the $524 billion estimated for 1980.
Receipts in 1982 and 1983 are estimated to be $691 billion and $799
villion, respectively. These estimates include the effects of:

—increases in social security taxes scheduled;

—the proposed windfall profit tax and energy credits that are

part of the administration’s energy program;

—administrative actions and proposed legislative changes to col-

lect taxes closer to the time when liabilities are incurred; and

—other receipts proposals currently being made.

The estimates of receipts for 1982 and 1983 are based on current
ax law as modified by the tax proposals in this budget. The timing
f tax reductions in future years will depend on the state of the
:conomy, especially on progress in reducing inflation.

Composition of budget receipts.—The Federal tax system relies
rredominantly on income and payroll taxes. In 1981:

* Income taxes paid by individuals and corporations are esti-
mated at $274.4 billion and $71.6 billion, respectively. Com-
bined, these sources account for 58% of the estimated total.

e Social insurance taxes and contributions—composed largely of
payroll taxes levied on wages and salaries, most of which are
paid equally by employers and employees—will yield an esti-
mated $187.4 billion, 31% of the total.

e Excise taxes are expected to provide $40.2 billion, 7% of the
total; and other receipts are estimated at $26.4 billion, the
remaining 4% of the total.

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



Budget Receipts, 1971-1983

$ Billions $ Billions
900 900
800 — — 800

700 — Total 700

600 — 600

Excise and Other

500 — 500

Social Insurance Taxes

400 — and Contributions 400

300 — — 300
200 — _ — 200
Corporation Income
100 - Taxes — 100
Individual Income Taxes
0 0
1971 72 73 74 75 76 77 78 79 80 81 82 83

Fiscal Years Estimate

Receipts Proposals

Energy program.—As part of the oil price decontrol program, a
windfall profit tax on domestic producers of crude oil was proposed.
Several energy tax credits and a change in the existing foreign tax
credit on oil and gas extraction were also proposed. These proposals
would increase estimated receipts by $6.2 billion in 1980, $14.4
billion in 1981, $18.4 billion in 1982, and $19.6 billion in 1983.

Higher OPEC prices and the phased decontrol of domestic oil
prices will result in added profits for domestic oil producers. Fair-
ness requires that some of these windfall profits be returned to the
Nation as a whole, to be used for public purposes including the
reduction of oil imports, conservation of energy, and mitigation of
the impact of higher energy prices on low-income Americans. The
President, therefore, proposed a windfall profit tax to become effec-
tive January 1, 1980. The proposed tax base is equal to the amount
a producer receives for domestically produced crude oil in excess of
a base price and any State severance taxes attributed to the wind-
fall. The tax rate generally is 60%, although it varies in certain
cases, depending on the type of oil.
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The gross windfall profit tax is estimated to increase receipts by
$7.7 billion in 1980, $20.9 billion in 1981, $28.4 billion in 1982, and
$31.5 billion in 1983. Because the proposed windfall profit tax is an
excise tax, it is deductible for income tax purposes. The net gain
from the windfall profit tax (the gross windfall profit tax less the
net reduction in income taxes due to the deductibility of the wind-
fall profit tax) is estimated at $5.5 billion in 1980, $13.9 billion in
1981, $18.2 billion in 1982, and $19.5 billion in 1983.

The energy program includes several proposed tax credits relat-
ing to the conservation and production of energy. These credits are
proposed for: builders who employ passive solar technology in resi-
dential and commercial construction; producers of shale oil and
unconventional natural gas; the use of gasohol; the purchase of
solar thermal energy equipment used to produce process heat; and
the purchase of woodburning stoves.

The administration is also proposing to limit the offset to U.S.
taxes from the foreign tax credit on oil and gas extraction to taxes
on income derived from such extraction.

Cash management.—The receipts estimates reflect several initia-
tives to require income tax payments closer to the time when tax
liabilities are incurred, to require employers to deposit taxes with-
held from employees on a more timely basis, and to accelerate the
payment schedule of customs duties and tobacco excise taxes. It is
estimated that these cash management initiatives will increase
receipts by $4.5 billion in 1981, $5.6 billion in 1982, and $2.2 billion
in 1983.

Other receipts proposals.—To improve resource allocation and the
overall efficiency and equity of the tax structure, the administra-
tion proposes that:

* The use of tax-exempt State and local securities for owner-
occupied housing be banned, and that such bonds for multi-
family housing be restricted to projects in which at least 20%
of the residents are low-income;

 To prevent noncompliance, 10% be withheld from compensa-
tion for services paid to certain independent contractors;

* Railroad retirement taxes be increased to alleviate funding
problems for this trust fund;

e Airport and airway trust fund taxes be extended in modified
form beyond their current June 30, 1980 expiration date;

* Employers be required to pay social security taxes on all tips
now subject to employee social security taxes;

* Fees be imposed on oil, petrochemical feed stocks, and inor-
ganic elements to establish a fund to provide for cleanup of
oil and hazardous substances released into the environment;

11
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Medicare premiums be reduced for individualg
social security; :
Tax withholding on all portfolio interest paid to nonresident
foreigners be eliminated;

All capital gains realized by foreign investors on real estate
be taxed;

Local public housing authorities limit the sale of tax-exempt
public housing bonds to the public; and

The expiration of special tax provisions for certain historic
structures be delayed by 1 year.

EFFECT OF ADMINISTRATIVE ACTIONS AND PROPOSED LEGISLATION !

(In billions of dollars)
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1980 1981 1982 1983
Individual income taxes:
Cash management iNItiatives .........ccovvvivemrvcriemcrieicriinies coervsiaensnens 1.8 0.5
ERCYEY DIDEERIL 2 ... oo oors i iasiasaessiusssonsonsstassaseassnssssasass -1.1 —-2.0
Tax-exempt housing bBONS ...........c..coeeervremrierennrrrrnseenene. 0.2 1.1
e T R RO (AL s A 0.3 0.4
SUDIORIE IIAROALS ... concosissiscsisansosiscasesseions 1.1 —*
Corporation income taxes:
Cash management iNItiatives...........coooevvvemmremrieniieriiiens cvvvneiseresnnes 1.4 1.4
T S N s tiont, § T ORI —5.3 —98
Tax-emempt housing bonds ............cccocoveememerecrenrencsecinns 0.7 4.1
I R A A | % R L 0.1 0.1
Subtotal, COrporations...........ccoceeeeuerememrecsensensenennes —3.2 —4.2
Social insurance taxes and contributions:
Cash management initiatives............ccooveveeceecvccicieees e 0.9 0.2
Railroad retirement tax inCrase.........ccoovoevevemecciiniicies cveveeieseans 0.3 0.3
R R 0.2 0.3
Subtotal, social INSUTANCE................ccovuerrremrinriirinnes corvrrsnseniennn 1.4 0.8
Excise taxes:
Windfall profit taX .........co.oveveveeeeeeeeee s 20.9 31.5
Airport and airway trust fund taxes s...........cccccocvevucnneee. 0.2 0.3
Oil and hazardous substance Cleanup..........cccccoccevvevvvcices eeveveeeciennns 0.2 0.4
Cash Management initiatives............cocovveeeeeerercrecerieies ceevesiesenans 0.2 .
R A A S | § (RN 38 oo s e G2
Subtotal, exCise taxes.........ccovureerrerereriemieriiriceas 21.5 32.2
Other:
Cash management iNItAtiVES ..........ccovveveemrevercrcicicerieiies cervessesrensnes 0.2 y
o A - &
Subtotal, Other ...........cooovveceeeeeeceeesee s 0.2 *
WO i ot itaccbis Sanisvmscussscsssasiorisasmmsstinssasmassoss 21.0 28.8

*50 million or less.

1 These estimates are based on the direct effect only of legislative changes at a given level of economic activity. Induced effects are taken into

account for forecasting incomes, however, and in this way affect the receipts estimates by major source and in total.
2 Most of these reductions are due to the deductibility of the windfall profit tax in determining income tax liability.

3 These estimates are for increases in airport and airway tax receipts over and above those that would result from extending the current tax rates
beyond their June 30, 1980 expiration date. The extension of current tax rates would add $0.1 billion to receipts in 1980, $0.9 billion in 1981, $0.9

billion in 1982, and $1.0 billion in 1983.
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PART I

THE LONG-RANGE BUDGET OUTLOOK

This section discusses the long-range budget outlook and the
economic assumptions underlying that outlook. The first section
presents economic assumptions for calendar years 1979 through
1985, explains the nature of these assumptions, and discusses poli-
cies to reduce unemployment and inflation. The second section
examines the budget’s multiyear planning base for fiscal years 1981
to 1983, and the projections for 1984 and 1985.

Economic Assumptions

The economy and the budget are interrelated. Economic condi-
tions significantly affect the budget, and the budget, in turn, influ-
ences economic conditions. Both budget outlays and the tax struc-
ture have substantial effects on national output, employment, and
inflation. Budget receipts vary with individual and corporate in-
comes, which respond both to real economic growth and to infla-
tion. Other activities of Government that are not reflected in the
budget totals, such as loan guarantees, off-budget outlays, and reg-
ulatory requirements, also affect the economy, although their effect
is less direct and less easily measured.

Outlays for many Federal programs such as unemployment, re-
tirement and other social insurance benefits are directly linked to
developments in the economy. Interest on the debt is linked to
market interest rates and the size of the budget surplus or deficit,
both of which in turn are influenced by economic conditions. In
addition, budget receipts vary with individual and corporate in-
comes, which, in turn, respond both to real economic growth and to
inflation.

Because of the complex interrelationships between the budget
and the economy, budget estimates depend to a very significant
extent upon economic assumptions. The economic assumptions
used for developing the budget estimates are presented in the
following tables to assist in understanding the budget estimates
and projections, and the administration’s fiscal strategy. These eco-
nomic assumptions are on a calendar year basis, as is customary
for economic statistics. The budget estimates are for fiscal years.

The short-range economic assumptions for calendar years 1979
(for which only 3 quarters of data were available when the esti-
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mates were made), 1980, and 1981 are forecasts of probable econom-
ic conditions consistent with the administration’s budget proposals.
As the table indicates, a mild recession is expected in the first half
of 1980, and some increase in unemployment is likely. Economic
growth is expected to resume in the latter part of the year and
continue through calendar year 1981, with a gradual decline in the
rate of unemployment. Some progress is expected in slowing infla-
tion from the very high rate of last year, but the rate of increase in
consumer prices will still be very high by historical standards. The
rate of increase forecast for the 12 months of calendar year 1981 is
8.6%.

SHORT-RANGE ECONOMIC FORECAST

(Calendar years; dollar amounts in billions)

Actual Forecast
o 1978 1979 1980 1981
Gross national product:
Current dollars:
AMOUNT ..ot 2,128 2,369 2,567 2,842
Percent change: Fourth quarter over fourth quarter ..... 13.4 10.0 1.9 11.7
Constant (1972) dollars:
L R e N S R S 1,399 1,431 1,423 1,448
Percent change: Fourth quarter over fourth quarter ..... 4.8 0.8 - 1.0 2.8
Incomes (current dollars):
OISO MDD .o civiisssnsnmumssuinionemsrsiamsmmsnitavesssios 1,717 1,923 2,109 2,314
Wages and Salaries ............ccccooevecemecicrcereniesceennes 1,103 1,227 1,342 1,478
COrporate Profits..........ccooeeeveereeveireeeereeeesessensessessenenes 206 238 228 242
Price level (percent change):
GNP deflator; Fourth quarter over fourth quarter.............. 8.2 9.1 9.0 8.6
Consumer Price Index: December over December=............ 9.0 13.2 10.4 8.6
Unemployment rates (percent):
Total: Fourth QUArter ...........ooveveeveeeeeeee e, 5.8 5.9 4 1.3
Insured, annual average s ...........cccoocoovveeeeeerreeerenenins 3.3 3.1 3.9 4.0
Federal pay raise (percent)® ..........ccocoovevcvmceveeivcennns 5.5 1.0 5 6.2 8.0
Interest rate, 91-day Treasury bills (percent)s..................... 1.2 10.0 10.5 9.0

1 Actual data for the 1979 unemployment rate, the Federal pay raise, and the 91-day Treasury bill rate.

2 CPI for urban wage earners and clerical workers. Two versions of the CPI are now published. The index used here is that currently used, as required
by law, in calculating automatic cost-of-living increases for indexed Federal programs.

3 This measures unemployment under State regular unemployment insurance as a percentage of covered employment under that program. It does not
include recipients of extended benefits under that program.

* General schedule pay raises become effective in October of each year—the first month of the new fiscal year. Thus, the October 1980 pay raise will set
new pay scales that will be in effect during fiscal year 1981.

s This is the projected pay increase for white collar workers and wage board employees. The pay raise for military personnel is estimated to be 7.4%.
¢ Average rate on new issues within period. These projections assume, by convention, that interest rates decline with the rate of inflation. They do not
represent a forecast of interest rates.

In contrast to the short-range economic forecast, the longer range
assumptions for the period 1982 to 1985 are not forecasts of probable
economic conditions. Instead, they are projections that assume prog-
ress in moving toward the goals of a more fully employed economy
and greater price level stability. In last year’s budget, estimates
were presented consistent with achieving the goals of 4% unem-
ployment and 3% inflation by the end of calendar year 1983. These
goals had been established in the Full Employment and Balanced
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Growth Act of 1978 (the Humphrey-Hawkins Act). The act. pro-
vides for revision of the timetable for achieving these goals, if
necessary, in the 1980 Economic Report of the President. Based on
the performance of the economy during 1979, and its projected
performance during 1980 and 1981, it is apparent that the goals
cannot be achieved in the timetable originally prescribed. As a
result, the long-range economic projections presented in this budget
are consistent with a new schedule for attaining the goals of the
1978 act. The achievement of the 4% unemployment rate goal is
postponed by 2 years to 1985, and the 3% inflation goal is
postponed by 3 years beyond that. These remain ambitious goals
and will require effective long-run policies to reduce both unem-
ployment and inflation. The feasibility of achieving these targets
and the types of policies that might be required during the 1982-
89 period to achieve them, are discussed in this year’s Economic
Report of the President. The discussion below summarizes the
major policies directed at unemployment and inflation in the
budget proposals.

LONG-RANGE ECONOMIC ASSUMPTIONS

(Calendar years; dollar amounts in billions)

Assumptions
Item 1982 1983 1984 1985
Gross national product:
Current dollars:
RIRONE s mmnpusmmmmiasierasREass 3,206 3,619 4,052 4,498
Percent change: Fourth quarter over fourth quarter ..... 13.3 12.6 11.6 10.7
Constant (1972) dollars:
AMOUNT ... en e n e s e ees s erenns 1,510 1,586 1,664 1,742
Percent change: Fourth quarter over fourth quarter ..... 5.0 5.0 48 4.6
Incomes (current dollars):
Personal INCOME ...........oveeeeeeeeeeeeereeee e e ee s e eens 2,991 2,914 3,256 3,610
Wages and Salaries ..........ccocvveeeeveeieeeeseeese e 1,663 1,874 2,094 2,316
Corporate Profits...........o.oveceeveeerireeeeesesesreeeeeeseeeeeneenee 277 324 369 415
Price level (percent change):
GNP deflator: Fourth quarter over fourth quarter.............. 19 1.2 6.5 58
Consumer Price Index: December over December * ........... 1.8 1.2 6.4 9.1
Unemployment rates (percent):
Total: Fourth QUArter ..ot 6.5 5.6 4.8 4.0
Insured, annual average 2............cccoeverereerrrecerecrenneennnn. 3.6 3.0 2.4 2.0
Federal pay raise (Percent) 3........ccoovomvmeeeevcesiecrennnne. 8.0 1.5 1.0 6.5
Interest rate, 91-day Treasury bills (percent) «.................... 8.4 1.7 1.0 6.3

* CPI for urban wage earners and clerical workers. Two versions of the CPI are now published. The index used here is that currently used, as required
by law, in calculating automatic cost-of-living increases for indexed Federal programs.

2 This indicator measures unemployment under State regular unemployment insurance as a percentage of covered employment under that program. It
does not irclude recipients of extended benefits under that program.

3 General schedule pay raises become effective in October of each year—the first month of the fiscal year. Thus, the October 1980 pay raise will set
new pay scales that will be in effect during fiscal year 1981.

* Average rate on new issues within period. These projections assume, by convention, that interest rates decline with the rate of inflation. They do not
represent a forecast of interest rates.
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Policies to reduce unemployment.—As explained in the Presi-
dent’s Economic Report, fiscal policy adjustments will probably be
required in future years to maintain economic growth and further
reduce unemployment. The appropriate magnitude and timing of
such adjustments will depend on future economic developments
and cannot now be determined. However, the administration will
propose that further fiscal actions—in particular further tax reduc-
tions—be taken between 1982 and 1985, if such actions are required
to sustain the progress of the economy toward the goals of the Act.

Unemployment rates are very high for youth and minorities. The
administration is therefore pursuing several strategies to reduce
the sources of structural unemployment without adding to infla-
tionary pressures.

This budget proposes significant increases in spending for youth
programs. Some existing youth employment and training programs
would be combined and funding increased by $300 million. This
would be combined with a new education component, for which
$900 million is requested for 1981, to form a joint program designed
to provide disadvantaged youth with the basic academic skills and
workplace discipline required to find and keep a job. The Job Corps
training program is being expanded and will provide twice the
number of training opportunities made available in 1977. One mil-
lion summer youth jobs are proposed, the same number as in 1979
and as proposed for 1980.

The budget also proposes maintaining the high level of training
and employment opportunities in the programs for the structurally
unemployed. These programs were revised last year to achieve
greater net employment gains, to direct opportunities more to the
disadvantaged and long-term unemployed, and to improve the prep-
aration of enrollees for private sector jobs. In response to an ad-
ministration proposal, 1979 legislation authorizes a special program
to help move all job program participants into private sector jobs.
In addition, the Revenue Act of 1978 included an administration
initiative to create a targeted employment tax credit to reduce the
cost to private sector employers of hiring disadvantaged individ-
uals, primarily youth. The employment tax credit for hiring em-
ployees placed in jobs under the Work Incentive (WIN) program,
and for hiring other public assistance recipients, was revised to
make it similar to the targeted employment tax credit.

Finally, the administration has proposed reform of the welfare
system which, if enacted promptly, could be fully effective by 1983.
The plan would reform cash assistance programs, further develop
the use of employment and training programs, and direct more jobs
to principal earners in families eligible for cash assistance.
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Policies to reduce inflation.—The budget proposals help combat
inflation in two ways: first, through overall budget restraint; and
second, through measures that contribute to lowering rates of price
increase in specific sectors of the economy.

Budget restraint plays a crucial role in the administration’s anti-
inflationary plan. Fiscal and monetary policies seek to create an
economic environment in which inflationary pressures will abate.

Monetary and fiscal restraint alone will not be sufficient to
reduce the rate of inflation at an acceptable rate. Moderation in
private sector wage settlements and prices is also essential. Brak-
ing the momentum of inflation will require continued widespread
compliance by business and labor with the voluntary pay and price
standards established by the administration.

Numerous Federal programs and policies contribute, directly or
indirectly, to holding down rates of price increase in specific sectors
of the economy. Some programs regulate prices directly or promote
competition. Avoiding undue fluctuations of agricultural commod-
ity prices has long been a major objective of Federal policy. Regula-
tion of “natural monopolies” such as electric utilities; antitrust
law enforcement; and programs to foster small business and
greater competition, all contribute to holding down price increases.
An effort is also being made to let more Government contracts on a
competitive basis, in order to reduce prices paid on government
purchases of goods and services.

The administration is currently pursuing policies to reduce eco-
nomic regulation in areas—particularly transportation—where reg-
ulation tends to stifle competition and maintain unnecessarily high
prices. The Airline Deregulation Act was enacted in 1978. The
administration has proposed modifications to trucking industry reg-
ulations and deregulation of rail and intercity bus transportation.
Another significant policy directed against inflation is the adminis-
tration’s proposal for hospital cost containment. This would reduce
price increases in a sector that has raised its prices at excessive
rates for over a decade.

Federal subsidies, tax expenditures, guarantees, insurance,
grants to State and local governments, disaster assistance, and
loans may also help, directly or indirectly, hold down private sector
costs and prices. Housing programs afford examples of each of
these types of assistance. Federal warning and safety programs
(weather service, Coast Guard, and air traffic control, for example)
also help hold down private sector costs by reducing economic
losses.

Federal pay reforms and restraints on Federal employment will
help reduce upward pressure on private sector wage rates. Policies
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to promote exports and stabilize the value of the dollar may help

avoid increases in the costs of imports. An important set of Federal
policies seeks to promote capital formation and increased produc-

tivity, which are explicit goals of the Full Employment and Bal-
anced Growth Act. Increased productivity is essential to reducing
inflation in the long run. Federal programs and tax policies that
promote productivity growth include the investment tax credit and
Federal support for research and development. In addition, Federal
employment, training, and education programs; equal opportunity
programs, and programs (such as housing) that contribute indirect-
ly to labor mobility all help increase productivity, reduce structur-
al unemployment, and make it possible to achieve employment
goals with less inflationary pressure.

Budget Projections

The effects of current budget decisions extend beyond the budget
year. They establish program trends that have important influ-
ences on the size and composition of budgets for years into the
future. Just as the composition and level of the 1981 budget have
been determined largely by past decisions, the decisions and pro-
posals it embodies will shape subsequent budgets. Thus, various
proposals in the 1981 budget would significantly reduce the level of
outlays for existing programs in future years. These reductions
both improve the prospects for budgetary balance and help make
room for important initiatives in energy, welfare reform, na-
tional health insurance, and defense, within budget outlay totals
that do not increase as a share of gross national product (GNP).

Since 1970, budgets have presented projections extending 4 years
beyond the budget year. Last year, a multiyear budget planning
system was established. As a result, outlay estimates for the first 2
years beyond the budget year (1982 and 1983) now receive explicit
policy review, and represent tentative planning targets for execu-
tive branch agencies.

Basic assumptions.—The receipts projections presented in this
section are consistent with the foregoing economic assumptions,
and with continuation of current tax laws as modified by the
proposals in this budget. The budget authority and outlay esti-
mates indicate the degree to which resources would be committed
by the continuation during 1982-85 of existing and currently pro-
posed programs at the program levels recommended for 1980 and
1981, and planned for 1982 and 1983. These estimates are not
precise forecasts of future budget authority or outlays. Nor are
they intended as detailed, final recommendations as to future
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budget levels. They are, however, consistent with the objective of

restraining growth in Federal spending, holding Federal outlays as
a percentage of GNP to the lowest level consistent with national

needs, and moving toward a balanced budget as rapidly as eco-
nomic conditions and national security considerations permit. The
multiyear budget estimates for 1982 and 1983 represent tentative
administration plans for the long-term scheduling of major new
initiatives and program reductions.

These planning base estimates, and the projections to 1985, allow
for future cost-of-living adjustments to most benefit programs, for
anticipated changes in numbers of eligible beneficiaries, for Feder-
al pay raises, and for other built-in cost changes (such as interest)
consistent with the economic assumptions outlined above. They
allow for real growth of outlays in certain areas, such as defense,
research and development, and energy, and real decline in outlays
in others. The estimates generally assume that programs remain
level in real terms, except where there is an explicit budget recom-
mendation, or multiyear budgeting plan, to increase or decrease

program levels over time.

THE BUDGET OUTLOOK, 1979-85

(In billions of dollars)

Estimate Projection

1979
actual 1980 1981 1982 1983 1984 1985

Budget OUtlays........cusissssisisssssmssssinssss 493.7 563.6 6158 6863 7743 8389 9026
Budget receipts.........cooovueirereecrrcrieeinenn. 4659 5238 6000 691.1 7988 920.5 1,061.2
Budget surplus or deficit (—) ...c.coouuvee. =217 =398 -—15.8 4.8 24.5 81.6 1586

The budget outlook.—The accompanying table summarizes the
budget outlook from 1980 to 1985 based on current law and propos-
als in this budget. Receipts are projected to increase by an average
of 15.3% per year from 1981 to 1985, rising from $600 billion to
$1,061 billion. Over the same period, outlays are projected to rise
by an average of 10.0% a year, from $616 billion to $903 billion.
Thus, under these assumptions, the budget is projected to move
into surplus in 1982, with larger surpluses in subsequent years.

It is unrealistic to assume that, in the future, Federal receipts will
be permitted to rise continually as a percentage of GNP, with an
attendant rise in individual tax burdens. Frequent tax reductions
were enacted in the 1970’s to prevent such increases in tax bur-
dens. Thus, projections of significant surpluses in 1983 and subse-
quent years do not imply that resources of such magnitude will be
available for additional spending.
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Receipts.—Projected increases in receipts from 1981 to 1985 are
attributable largely to rising nominal-dollar incomes due both to
inflation and to real growth, and to increases in social security
taxes scheduled under current law. The table below shows project-
ed receipts by source and the effect on receipts of administration
tax proposals, other than renewals of expiring provisions.

Individual income taxes are projected to rise from $274.4 billion
in 1981 to $538.3 billion in 1985. Corporation income taxes rise by
66% over this same period, from $71.6 billion to $118.8 billion.

Because the windfall profit tax is an excise tax, it will be deduct-
ible from corporation income taxes. Thus, the tax proposals result
in a net decrease in income tax receipts during 1980-84 when
compared to current services levels.

Social insurance taxes and contributions, which increased from
only 2.5% of GNP in 1958 to 6.0% two decades later, are projected
to increase to 7.0% of GNP by 1985. The social security tax rate,
which increased from 12.1% to 12.26% of the taxable earnings base
on January 1, 1979, is scheduled under current law to increase to
13.3% on January 1, 1981, and to 13.4% a year later. The maxi-
mum taxable earnings base is scheduled to increase annually from
the current level of $25,900 to a projected $42,900 by 1985.

Estate and gift taxes, customs duties, excise taxes (including the

windfall profit tax), and miscellaneous receipts are projected at
$96.3 billion in 1985, an increase of $29.7 billion from 1981.

BUDGET RECEIPTS BY SOURCE
(In billions of dollars)

1979 1980 1981 1982 1983 1984 1985

Individual income taxes........oooevevevrennne. 2178 2387 2744 3187 3814 4557  538.3
Corporation income taxes..........ccccoveeveneen. 65.7 12.3 71.6 80.6 918 1055 1188
Social insurance taxes and contributions.. 1416 1622 1874 2159 2434 2702 307.8
EXCISE 1aXES.....cvvveeseeeeeeeeseeeeeeeeeeeesaeeenns 18.7 26.3 40.2 48.0 51.7 55.6 59.9
4,2 A S S 22.1 24.3 26.4 28.0 30.5 33.5 36.4
Total.......ooeeeeeeeeeeeee e 4659 5238 6000 691.1 7988 9205 1,061.2
MEMORANDUM: Effect of Receipts
Proposals:
In comparison to current services:
Individual income taxes.......cocovvvcvve covienns —A 1.1 Jd - 1 1.6
Corporation income taxes.......cccccecvee vovvennne, =3 =3 =28 . <4¥ =32 -8
SoCial INSUTANCE TaXES ...cvovvevccieeeies i eeeeiennn, 14 1.2 8 9 1.0
EXCISE TAXES ....vooveceeeeeseeeeceeeeeeienies ererenens 1.8 210 29.0 32.2 35.5 39.3
Y e i i e b . ., * . . .
TORAl.....oeooeeeeeeeeeeeeeeee e 6.4 21.0 28.0 28.8 339 41.1
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Outlays.—The estimates and projections of outlays shown in this
section are extrapolations (based on the assumed economic trends)
of program costs reflecting current administration policy—includ-
ing the 1981 budget proposals and the multiyear budget plans for
1982 and 1983. They are estimates of future resources and of the
degree to which those resources are already committed by current
policy. Total budget outlays are projected to increase at an average
annual rate of 10.0% from $615.8 billion in 1981 to $902.7 billion in
1985.

PERCENTAGE COMPOSITION OF BUDGET OUTLAYS

Actual Estimate Projection
Description 1967 1973 1979 1981 1982 1983 1984 1985
NATIONAL DEFENSE:
Direct Federal payments for individuals...... 1.2 18 21 22 23 23 -23 24
ORI o A GRS 420 284 217 215 218 217 224 231
Subtotal, national defense.................. 431 302 238 237 241 240 247 254

NON-DEFENSE:
Direct Federal payments for individuals...... 241 355 403 430 425 445 446 451
Payments for individuals through States

and 10Calities..........coovvvveerrererecrserreenienns 31 58 58 61 61 59 60 6.1
All other grants to States and localities ..... 65 111 109 95 92 86 81 77
L (U S SO 6.5 70 86 88 79 68 62 57
1 [ ;. (O —— 167 104 105 88 102 102 103 99

Subtotal, nondefense.............c.cccouuce. 5.9 698 762 763 759 760 753 746
Total budget outlays....................... 100.0 100.0 100.0 100.0 1000 100.0 100.0 100.0

Budget outlays are projected to increase by $286.9 billion be-
tween 1981 and 1985. National defense and human resources pro-
grams account for 91% of this increase. Most of the increase re-
sults from demographic changes and inflation, rather than expan-
sion of the scope of Federal activity through creation of new pro-
grams or liberalization of existing ones. National health insurance,
real defense growth, welfare reform, contingencies, and the energy
security programs, together, account for only 27% of the total
1981-85 outlay increase.

While total outlays are projected to increase by 47% from 1981 to
1985, outlays for health, excluding national health insurance, and
national defense are projected to increase faster than the total.
Outlays for these functions rise by 61% and 57%, respectively.
With the allowance for national health insurance included, health
increases by 109% over the 4-year span. By way of comparison,
GNP is projected to rise by 59% during the same period.

Nearly half, $131.5 billion, of the 1981-85 outlay increase is
relatively uncontrollable, that is, in programs where outlays are
determined by existing statute or by other obligations. Outlays for
open-ended programs and fixed costs are estimated to comprise
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99% of the budget in 1981, declining in share to a projected 55% in
1985. Outlays from prior-year obligations generally account for an
additional 15% to 18% of the budget. If they continue at this share,
then the total relatively uncontrollable portion would remain at
about 75% of total budget outlays.

Current Services

Current services estimates represent the resources that would be
needed for the forthcoming fiscal year if all Federal programs were
to continue operating at the current program level. The estimates
take into account the budget impact of anticipated changes in
economic conditions, beneficiary levels, pay increases, and benefit
changes. They do not take into account any future policy changes
proposed by the President or contemplated by the Congress.

Current services estimates provide a basis of comparison that
highlights proposed changes in program levels. Special Analysis A,
contained in a separate budget document, includes a detailed com-
parison of the President’s budget with current services estimates.

The President’s outlay recommendations for 1981 are $616 billion,
$4 billion higher than the $612 billion current services level.

Proposed budget receipts are estimated at $600 billion in 1981,
$21 billion above the $579 billion current services estimate.

EFFECTS OF BUDGET PROPOSALS

(In billions of dollars)

Estimates

actual 1980 1981
Receipts:
CUTTent SEIVICES .......ovveveeeeeerceeee e 465.9 517.4 579.0
i ) S ——— —.1 -3
Prop0Sed INCIBASES.............cvumvvereiereeriercieiirenies ceresenassesssnssssesansens 6.6 21.3
Budget receipts............coooveiieenne, 465.9 523.8 600.0
Outlays:
CUITENT SBIVICES ......voeeeceeeeesee s, 493.7 560.6 612.0
Proposed reduCtions (— ) .....ovveeeeeveceecireriecicciine eeveeeeasess s senaenns -2 —-97
G 8y U RSUURR S — 3.1 13.5
Budget outlays ................oooveeeeeereeereeeneeeen 493.7 563.6 615.8
Surplus or deficit (—):
Current SErvices Dasis............ooeeveerevreerereerecene. —Z1] —43.2 -33.1
Budget surplus or deficit (—)................ -21.7 —39.8 —15.8
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PART Il

MEETING NATIONAL NEEDS: THE FEDERAL
PROGRAM BY FUNCTION

This section discusses the budget in terms of national needs,
agency missions, and major programs. National needs are defined
in 16 broad areas that provide a coherent and comprehensive basis
for analyzing and understanding the budget. Three additional cate-
gories discussed in this section—interest, allowances, and undistrib-
uted offsetting receipts—do not address specific national needs but
are required to cover the entire budget.

The budget amounts are classified by budget functions so that
budget authority and outlays of budget and off-budget Federal
entities, loan guarantees, and tax expenditures can be grouped in
terms of national needs being addressed. These groupings are made
without regard to agency or organizational distinctions when possi-
ble. They are also the categories used by the Congress in develop-
ing concurrent resolutions on the budget.

While budget outlays are the most obvious measure of the Feder-
al Government’s use of resources, some Federal activities are not
covered by the budget outlay totals. These activities include outlays
of off-budget Federal entities, guaranteed loans, and tax expendi-
tures. Major activities in some of these categories are discussed in
the sections that follow. More detailed discussions are contained in
the other budget volumes.

Off-budget Federal entitities are federally owned and controlled,
but their transactions have been excluded from the budget totals
by law. Their spending is part of total Federal spending, but is not
reflected in the budget totals though Treasury borrowing to finance
their outlays does add to the Federal debt. Spending by these
entities (primarily loans) does not differ in nature or effect from
spending of other Federal programs.

Guaranteed (or insured) loans are loans for which the Govern-
ment guarantees the payment of the principal or interest in whole
or in part. Loan guarantees may significantly affect resource allo-
cation in the economy by diverting private credit from one activity
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to another. Most guarantees support housing, although in recent’
years they have been used increasingly for other purposes such as
student loans. In general, loan guarantees do not result in budget
outlays unless a default occurs. They are not subject to the same
review and control as budget outlays. However, the administration
is proposing a credit control process that would subject both direct
loans and loan guarantees to greater budget discipline.

Tax expenditures are revenue losses attributable to provisions of
the individual and corporation income tax laws that allow a special
exclusion, deduction, or exemption from income, a preferential rate
of tax, a special credit, or a deferral of tax liability. Nearly all tax
expenditures are intended either to encourage particular economic
activities or to reduce the taxes of persons in special circumstances.

The major growth in budget outlays over the past decade has
been in payments for individuals and grants to States and local-
ities. The payments for individuals occur mainly in the health and
income security functions. The other noteworthy trend is the de-
cline in defense spending (in constant dollars) over the 1968-76
period. Despite the recent decline, defense spending has comprised
over 35% of the budget, on average, in the post-war period (1948-
79). Since 1976, defense spending (in constant dollars) has been
increasing and is projected to continue increasing through 1985.

Budget Outlays - Constant 1981 Dollars

$ Billions $ Billions
700 700
600 — Total L 600
500 — — 500
Other Nondefense Payments for |
o Individuals and | 00

Grants

300 — — 300
200 — 200
100 7 National Defense - 100
0 0
1950 55 60 65 70 75 81
Fiscal Years Estimate
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National Defense

The 1981 budget provides for significant increases in U.S. defense
capabilities. It proposes budget authority of $161.8 billion in 1981
for national defense. Outlays are estimated at $146.2 billion for
1981, an increase of more than 3% in real terms over the $130.4
billion estimated for 1980. The major defense proposals for 1981
would:

e Upgrade our strategic forces so that initiation of nuclear war
continues to be clearly disadvantageous for the Soviet Union.

e Improve, in cooperation with our NATO allies, the combat
readiness of our forces for the defense of Europe, in order to
make initiation of a conventional war similarly disadvanta-
geous for the Soviet Union and its Warsaw Pact allies.

e Improve our capability to deter and, when necessary, respond
to, crises outside Europe, especially in critical areas such as
Northeast Asia, the Middle East, and the Persian Gulf."

e Continue to modernize our naval forces in order to assure
freedom of the seas, maintain maritime and naval lines of
communication, and improve our ability to conduct military
operations wherever we are challenged.

e Maintain our ability to monitor foreign military developments
and activities and to verify arms control agreements.

* Reform military pay to help attract and retain sufficient mili-
tary personnel in the coming years, as the population of
young people decreases.

* Continue to improve efficiency through greater competition in
the acquisition process, through supply system reforms, and
through better utilization of civilian personnel.

A major determinant of U.S. defense policy is the challenge to
U.S. and Western European security presented by the military
capabilities of the Soviet Union and its allies. Over the past decade,
growing Soviet defense spending has financed modernization of
major components of Soviet forces. In 1977 and again in 1979, the
members of NATO agreed that they should all increase their de-
fense spending to help maintain the deterrent value of NATO as
the Warsaw Pact increases its military capabilities.

Strategic force improvements would assure that U.S. forces
remain able to deter a nuclear attack on the United States and its
allies. These improvements include full-scale development of a
large, more accurate intercontinental ballistic missile, procurement
of Trident submarines and submarine-launched intercontinental
ballistic missiles, and development of air-launched cruise missiles.
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The United States and its NATO allies have agreed to modernize
their intermediate range nuclear missile forces in Europe through
the deployment of ground-launched cruise missiles and the new
Pershing II ballistic missile.

The budget includes a variety of programs to improve our con-
ventional forces. These programs would strengthen the forces that
deter or stand ready to respond to nonnuclear military threats
against Western Europe or in other areas. Improvements in artil-
lery and antitank weapons and air defense systems, and deploy-
ment of new F-15 and A-10 aircraft will strengthen the combat
capabilities of U.S. forces in Europe. Cooperative programs with
our NATO allies will also continue, including joint purchase and
operation of a fleet of airborne warning and control aircraft, pro-
duction of the new F-16 fighter aircraft, and a common gun design
for new tanks.

The budget also provides funds for storing additional U.S. Army
equipment in Europe to make possible a more rapid force buildup
there. A sizable increase in the purchase of modern equipment for
our ground forces is also proposed. Warship strength will increase in
1981, and future naval capabilities will be strengthened by starting
construction of 17 ships. The budget gives greater emphasis to rapid
deployment forces, to improve the ability of U.S. forces to respond
quickly to contingencies anywhere in the world.

During 1981 the military services should continue to attract and
retain enough qualified personnel to staff our armed forces ade-
quately. An impending 25% decline in the size of the pool of eligible
18-year-olds over the next 15 years, however, may threaten the long
run success of the volunteer force. To offset this decline, the
military services are making efforts to increase the rates of reenlist-
ment after the initial period of service, and otherwise improve

personnel retention.
The budget includes measures that would improve the efficiency

of defense operations. These include increasing the degree of com-
petition in the acquisition process, disposing of excess or obsolete
stocks, and making greater use of commercially available equip-
ment.

Outlays for atomic energy defense activities are estimated to in-
crease by 13.6%, from $3.0 billion in 1980 to $3.4 billion in 1981,
primarily because of increased nuclear missile warhead production
and increased research and development on the safe handling of
nuclear waste.

The major tax expenditure in the defense function arises from
the exclusion from taxable income of housing and meals provided
to military personnel. This exclusion results in an estimated reve-

nue loss of $1.6 billion in 1981.
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International Affairs

Federal support of international programs strives to reduce con-
flicts by promoting a stable international environment, encourag-
ing widespread economic progress, and bringing greater respect for
human rights. Outlays for international affairs programs are esti-
mated at $10.4 billion in 1980 and $9.6 billion in 1981. An estimat-
ed decrease of $1.2 billion in net outlays of the foreign military
sales trust fund more than offsets the $0.4 billion increase in other
programs between 1980 and 1981.

Foreign economic and financial assistance is the largest category
in the international affairs function. Outlays for such assistance
are estimated to be $6.0 billion in 1980 and $6.2 billion in 1981.
These funds provide humanitarian aid to needy people abroad,
promote economic development, and support the foreign policy in-
terests of the United States. For the foreseeable future, the oil
importing developing countries will need considerable assistance to
meet critical import and investment requirements.

The recently created International Development Cooperation
Agency (IDCA) will improve the coordination and effectiveness of
development strategies. It is an umbrella agency that encompasses
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five development assistance programs. The Director of the IDCA
shares responsibility with the Secretary of the Treasury for devel-
opmental aspects of U.S. participation in the multilateral devel-
opment banks. Outlays to provide support for these banks are
estimated to rise from $0.9 billion in 1980 to $1.0 billion in 1981.
These institutions finance capital projects and related technical
assistance primarily for Third World countries.

The Agency for International Development (AID) finances techni-
cal assistance and capital projects that can serve as models for
larger-scale undertakings by the multilateral development banks.
Outlays for AID’s programs are estimated to rise from $1.1 billion
in 1980 to $1.2 billion in 1981.

Food for Peace (Public Law 480 food aid) meets humantarian needs
and promotes economic development abroad. Estimated outlays of
$1.2 billion in 1981 would finance shipments of 6 million metric tons
of food, the same as in 1980. The administration is also proposing to
build a food security reserve of up to 4 million metric tons for use in
the food aid program.

The economic support fund finances development projects and
supports the balance of payments of countries whose security is
important to the United States. Outlays for these activities are
estimated to total $2.0 billion in 1981. Because Soviet aggression in
Afghanistan threatens Pakistan, the budget includes a 1980 supple-
mental appropriation request of $100 million for aid to Pakistan.
Budget amendments will also be proposed for 1981.

In addition to creating the International Development Coopera-
tion Agency, two other major changes have been made in the
organization of foreign economic assistance activities. The Peace
Corps has been given greater autonomy within ACTION, and a
special coordinator for refugee affairs has been established in the
State Department. Outlays of $534 million are estimated for refu-
gee assistance in 1981, $66 million more than the 1980 level. This
level of support will help care for the sharply increased numbers of
Indochinese refugees in Southeast Asia.

Military assistance continues to be an important instrument of
foreign policy by which the U.S. helps allies and friendly countries
to maintain adequate defense capabilities. Weapons, equipment,
and services are provided through grants and foreign military sales
credit. Because of decreased reliance on grant assistance, outlays

for military assistance are estimated to decline from $897 million

in 1980 to $751 million in 1981.
Other foreign affairs activities include outlays for the conduct of

foreign affairs, which will increase from $1.4 billion in 1980 to $1.5
billion in 1981, largely because of rising costs of operating our
diplomatic and consular posts abroad and of paying our assessed
share of the budgets of international organizations.
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In addition, this Nation supports foreign information and ex-
change activities to increase mutual understanding between Ameri-
cans and the governmenis and people of other nations. Total out-
lays for these activities are estimated to be $569 million in 1981.
The amounts proposed in the budget should permit operation at
approximately the current annual level with modest increases for
exchange programs and Voice of America broadcasts.

International financial programs advance United States interests
by improving the functioning of the international financial system
and by facilitating U.S. participation in world trade. Outlays for
these activities are estimated to be $1.7 billion in 1980 and $0.7
billion in 1981.

The foreign military sales trust fund facilitates sales of U.S.
military equipment and services to foreign governments. Income
from purchasing governments is estimated to be $1.2 billion higher
in 1981, while outlays to U.S. suppliers are expected to continue at
the 1980 level. Thus, outlays net of receipts are estimated to
decline by $1.2 billion between 1980 and 1981.

The primary tax expenditures in this function result from the
deferral of tax on one-half of the profits derived from domestic
international sales operations. The revenue loss resulting from this
deferral is estimated to be $0.5 billion in 1981.

Outlays for International Affairs
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General Science, Space, and Technology

This function includes many of the Federal Government’s pro-
grams in basic research, as well as the space programs of NASA.
Outlays for general science, space, and technology are estimated to
be $5.9 billion in 1980 and $6.4 billion in 1981.

The advancement of science and technology is vital to the Na-
tion’s economic growth. Because private sector firms cannot be
expected to pay for basic research that may involve high risk or
low financial return, the administration has significantly increased
spending for such research in each of the last 3 years. A further
increase is proposed to provide growth beyond the rate of inflation.

Much of the scientific research supported by the Federal Govern-
ment is in pursuit of particular goals, such as providing for the
national defense, improving the Nation’s health, or developing al-
ternative energy sources. Spending in this function for general
science and technology is through programs of the National Sci-
ence Foundation and the Department of Energy, which together
are expected to spend $1.6 billion on such programs in 1981. Part of
this will support technological innovation. To prosper in an envi-
ronment of rising costs and of intense world-wide competition, U.S.
industry needs a technological base second to none. Through a
comprehensive set of policies and needed budget investments, the
administration proposes to encourage technological innovation in
industry.

Total outlays for space programs are expected to be $4.9 billion
in 1981, as compared to $4.5 billion in 1980. The highest priority of
the Nation’s space program is to complete development of the
space shuttle. Although technical problems have caused some
delays and increases in cost, the space shuttle is expected to make
its first flight late this year. Once the space shuttle fleet is com-
pletely operational, it is expected to replace virtually all expend-
able launch boosters and thereby begin a new era in the explora-
tion and exploitation of space to meet a variety of national needs.
The budget request also includes funds to initiate the development
of a gamma ray observatory to be launched into space to study the
nature and origin of the universe, a national oceanic satellite
system to provide global weather and ocean data, and advanced
communications technology to provide more efficient worldwide

communications. _
In addition to Federal spending programs, the income tax system

promotes research and development by allowing businesses to
deduct all research and development expenditures in the year in
which they are incurred rather than amortize them over several

years. This tax expenditure will result in an estimated revenue loss
of $2.0 billion in 1981.
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Outlays for General Science, Space and Technology
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Energy

Our basic energy problem is simple and unpleasant: as supplies of
cheap oil and natural gas decrease, the price that we pay for energy
will increase. Controls on domestic energy prices have subsidized the
consumption of imported oil, and the rapid OPEC price increases of
the past year have added significantly to inflation and increased
pressure on our balance of payments. Continued dependence on
imported oil subjects our economy to substantial uncertainty and
instability.

The proposals in the budget support the administration’s nation-
al energy strategy to deal with these energy problems. That strat-
egy includes a rational pricing policy for oil and natural gas; a
windfall profit tax to capture a portion of the increased revenues
that will flow to the oil industry; programs to increase our domes-
tic supplies of energy, including the Energy Security Corporation;
and expanded programs to encourage energy conservation through-
out the Nation. Under the programs proposed by the administra-
tion, projected imports of oil by 1990 are estimated to fall to 4.5
million barrels per day from the current daily level of 8.1 million.

Outlays for energy are estimated to increase from $7.6 billion in
1980 to $8.1 billion in 1981.
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The most important initiative in the energy supply area is the
proposed Energy Security Corporation. Financed by receipts from
the windfall profit tax, the Corporation would provide price, loan,
and purchase guarantees to private sector firms to encourage the
production of unconventional natural gas, oil from coal, and other
synthetic fuels. By 1990, the administration plan anticipates the
equivalent of 2.5 million barrels per day of such synthetic fuels
production, offsetting almost one-third of our current level of oil
imports. The budget proposes $20 billion in budget authority to
promote synthetic fuels activities.

Also included in the administration’s program is the proposed
Energy Mobilization Board and the Solar Energy and Conservation
Bank. The Board would reduce the regulatory delays involved in
establishing critically needed energy supply facilities. The proposed
Solar Energy and Conservation Bank would encourage the use of
solar energy and improved conservation measures in homes and
businesses by providing loan subsidies.

Additional emphasis is being placed on alternate sources of
energy, particularly solar energy. The President has announced a
goal of deriving 20% of the Nation’s energy from solar sources by
the year 2000, and the budget includes outlays of over $1.1 billion
in 1981 to help reach that goal. Programs to encourage biomass,
the conversion of organic materials into relatively clean fuels such
as gasohol, and cleaner, more efficient ways of producing energy
from coal, also receive increased emphasis in the administration’s
energy program.

Significant emphasis in nuclear research and development pro-
grams will be placed on improving the safety and reliability of the
present generation of nuclear power plants. Increases in funding
for this purpose will be more than offset by reductions in alterna-
tive, less-promising nuclear technologies.

The most important administration initiative in energy conserva-
tion is the gradual decontrol of domestic oil prices and the proposal
for a windfall profit tax, which would help pay for programs to
reduce oil imports. Some of the conservation programs proposed
include a program to reduce utilities’ use of fuel oil through conser-
vation and conversion to other fuels and a program to increase the
efficiency of energy use in residences and businesses.

Federal conservation programs also support the development of
technologies to reduce energy use further, in such areas as build-
ings, industry, and transportation. Conservation grants provide as-
sistance to low-income families, hospitals, and schools for insula-
tion and other conservation measures. Outlays for conservation
programs in the energy function are estimated to be $0.6 billion in

1980 and $1.2 billion in 1981. Tax credits of $739 million will

32

Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/

provide added energy-saving incentives to homeowners and busi-
nesses.

Emergency energy preparedness programs are intended to cope
with disruptions in energy supply. The programs in this area in-
clude regional and strategic petroleum reserves and contingency
plans for gasoline rationing. Budget authority of $2.4 billion and
outlays of $1.3 billion are proposed for these activities in 1981.

Energy information, policy, and regulation includes the informa-
tion and policy activities of the Department of Energy, as well as
the regulatory activities of the Federal Energy Regulatory Commis-
sion, the Economic Regulatory Administration, and the Nuclear
Regulatory Commission. Outlays for these activities are estimated
to be $0.9 billion in 1980 and $1.2 billion in 1981. Additional funds
are proposed for the Nuclear Regulatory Commission as one of
several steps being taken by the administration to improve the
effectiveness of the NRC in the aftermath of the Three Mile Island
accident.

In addition to existing tax expenditures for energy, such as the
oil depletion allowance and the 15% residential energy credit, the

administration has proposed tax expenditures to expand domestic
energy supplies and encourage energy conservation. Energy tax
expenditures are estimated to be $6.6 billion in 1981.

Outlays for Energy, 1977-1983
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Natural Resources and Environment

Outlays to support the use and preservation of our natural re-
sources and to improve the environment are estimated at $12.8
billion in 1981, the same level as in 1980.

The Federal Government helps to control air, water, and land
pollution both directly and through Federal financial and technical
assistance to State and local governments. Outlays for pollution
control and abatement are estimated to increase from $4.9 billion
in 1980 to $5.1 billion in 198]1.

The budget places a major emphasis on responding to hazardous
waste problems. The Environmental Protection Agency will vigor-
ously enforce existing statutes to stop improper disposal activities
and require remedial actions to correct environmental hazards
caused by chemical dumpsites. The administration has proposed
legislation to establish a fund of up to $1.6 billion to handle the
problems posed by uncontrolled chemical dumpsites. In addition,
estimated outlays of $4.0 billion in 1981 would help State and local
agencies with sewage treatment.

The Federal Government seeks to foster water resources projects
that are environmentally and economically sound. These projects
include flood control, water supply, irrigation, navigation, hydro-
electric power development, recreation, wildlife preservation, and
erosion control. Outlays for water resources programs are estimat-
ed to be $4.2 billion in 1980 and $4.1 billion in 1981.

A major policy study was undertaken to improve the effective-
ness and environmental quality of Federal water programs. The
budget provides for carrying out the policy recommendations of
this study. In addition, planning programs for water resources
continue to be oriented toward projects with high-priority outputs
such as hydropower, urban flood protection, water supply, and
commercial navigation.

Conservation and development of natural resources is a continual
balancing of programs to provide for energy and mineral extrac-
tion, recreational opportunities, timber utilization, rangeland man-
agement, wildlife protection, and preservation of archeological and
cultural resources. The surface mining of coal is regulated to prevent
degradation of the land, and lands previously mined are reclaimed.
Assistance is also provided to conserve agricultural lands. Outlays
for such conservation and land management programs are estimated
to be $2.3 billion in 1980 and $2.2 billion in 1981.

To preserve unique areas, to conserve fish and wildlife, to meet
the need for recreation, and to protect historical resources, the
Federal Government, either directly or through grants to States,
acquires, develops, and operates parks, recreation areas, historic
sites, and wildlife refuges. Outlays for these and other recreational
resources are estimated to be $1.5 billion in 1980 and in 1981.
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Outlays for Natural Resources and Environment
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Agriculture

The Federal Government seeks to moderate the swings in the
agricultural economy by supporting prices, by helping to create
farmer-held commodity reserves, and by supporting basic research.
The Government also assists farmers in adopting environmentally
sound conservation measures and pollution control practices.

Outlays for the agriculture function are estimated to decrease
from $4.6 billion in 1980 to $2.8 billion in 1981. This decrease
reflects higher asset sales by the agricultural credit insurance
fund, a substitution of loan guarantees for direct loans under the
short-term export credit program, and a decrease in outlays for the
new export control mitigation program between 1980 and 1981.

Following the Soviet aggression against Afghanistan, the admin-
istration took a number of actions, the most important of which
limited Soviet purchases of U.S. grain. This action will add to
budget outlays in both 1980 and 1981. The administration has
pledged that any adverse effects of the limitation of exports to the
Soviet Union shall not fall disproportionately on farmers. Through
anexportcontrol mitigation program,the Department of Agricultureis
prepared to purchase at least 13.7 million metric tons of grain and
1.1 million metric tons of soybeans and soybean oil in 1980, and
return them to market at or above the prices prevailing when
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these exports were suspended. Total outlays for the export control
mitigation program are estimated at $2.0 billion in 1980 and $0.8
billion in 1981.

The administration is continuing to expand agricultural exports
in other markets. New commitments for loan guarantees are being
increased from $1.0 billion in 1980 to $2.0 billion in 1931.

Estimates of price support program costs are highly speculative
and subject to the uncertainties of weather and markets at home
and abroad. The Commodity Credit Corporation (CCC) administers
the largest farm income stabilization program. Outlays for its price
support and related programs are estimated to fall from $2.8 billion
in 1980 to $2.1 billion in 1981 due to the effects of the export
control mitigation program and substitution of loan guarantees for
direct lending under the short term export credit program.

Farm income stabilization is also provided through Federal crop
insurance against losses from natural hazards. Under proposed
legislation a new all-risk insurance program would replace the
current CCC disaster payments.

Estimated outlays for agricultural research and services are $1.4
billion in 1980 and in 1981. Research would be directed toward
stimulating innovation in industry, improving health, and managing
natural environmental changes.

Outlays for Agriculture
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Commerce and Housing Credit

The administration seeks to avoid the sharp and disproportionate
reductions in housing credit that, in the past, have typically result-
ed from tight monetary policies. In support of the Nation’s com-
mercial sector, the administration is recommending proposals to
improve our economic productivity. Net outlays for commerce and
housing credit are estimated to decrease from $5.5 billion in 1980
to $0.7 billion in 1981, largely due to substantial increases in re-
ceipts from the sale of loans and other financial assets.

Federal mortgage credit and thrift insurance programs help pro-
mote growth and stability in the private housing market. Tax
expenditures and significant reforms for financial institutions pro-
vide support in addition to that provided by programs of the Gov-
ernment National Mortgage Administration (GNMA) and the Fed-
eral Housing Administration (FHA). GNMA guarantees of mort-
gage-backed securities are expected to increase to $25 billion in
1981. A new demonstration program of mortgage interest subsidies,
together with the requested level of mortgage purchase commit-
ments, would provide interest subsidies for an additional $2 billion
of mortgages.

Outlays for Commerce and Housing Credit
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The FHA provides mortgage credit and insurance to families not
adequately served by the private market. The FHA plans to write
$21.4 billion of mortgage insurancein 1981, about $2.1 billion more than
estimated for 1980. Further support for the housing market, through
a temporary mortgage assistance payment program, would help
homeowners facing temporary economic difficulties and would re-
duce FHA insurance claims. In addition, the administration is
proposing that the currently complex statutory authority for FHA
insurance and GNMA mortgage credit activities be simplified and
consolidated.

Additional thrift insurance is provided by deposit insurance
through the Federal Deposit Insurance Corporation and the Na-
tional Credit Union Administration. Net outlays for the various
mortgage credit and thrift insurance activities are estimated to
total $1.9 billion in 1980, and to decline to $—2.8 billion in 1981.
Receipts from sales of loans and other assets, which are an offset to
gross outlays, are responsible for the negative outlays in 1981.

Continued support for the Postal Service, an independent Federal
entity subsidized by the Government, would be provided through
payments of $1.7 billion in 1980 and $1.6 billion in 1981.

The budget also supports commerce through the Department of
Commerce, the Small Business Administration (SBA) and other
agencies, such as the National Consumer Cooperative Bank.

The budget provides for $4.2 billion of new commitments for
guaranteed business loans. As part of the budget initiatives to assist
businesses owned by minorities or women, the SBA would restruc-
ture its business loans program more toward those groups. As a
result, the share of direct business loans approved for minority-
owned businesses in 1981 should be 20% higher than current levels.
Outlays to assist small businesses are estimated to total $0.9 billion
in 1981.

As part of the administration plan to increase industrial innova-
tion, the Commerce Department would undertake new efforts to
improve the Nation’s technical knowledge, the patent system, and
the development of small innovative firms '

To prevent the financial collapse of the Chrysler Corporation and
the resulting unemployment and economic disruption, up to $1.5
billion in federally guaranteed loans were authorized in 1980.

The tax system provides a variety of incentives for commerce
and housing, such as the 10% tax credit for capital equipment,
credit for rehabilitation of industrial structures, and rapid depreci-
ation methods. Tax preferences include: dividend exclusion, exclu-
sion of interest on certain State and local debt, and certain capital
gains treatments. Tax advantages also accrue to homeowners,
small businesses, credit unions and holders of certain types of
consumer debt.
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Transportation

The Federal Government, together with State and local govern-
ments and the private sector, is committed to meeting the Nation’s
transportation needs in a safe, reliable, and increasingly energy-
efficient manner. Outlays for transportation are estimated to be
$19.6 billion in 1980 and $20.2 billion in 198]1.

The administration has requested $16.5 billion for a 10-year
transportation energy initiative. The budget includes outlays of
$0.6 billion in 1981 for the following programs: public transporta-
tion investment, auto-use management, fuel economy standards
improvement, and cooperative basic automotive research.

The budget proposes continued construction and renovation of
the Nation’s highway system and funding for other programs of
high priority. Total outlays for highways and mass transit are
estimated to be $11.2 billion in 1980 and $11.9 billion in 1981.

The Nation needs transportation industries that are responsive
to the demands of the economy. Therefore, the administration has
proposed deregulation of the railroad and trucking industries. Rail-
road deregulation will help avoid the threat of bankruptcy and the
need for massive subsidies that would result from forcing the rail-
roads to continue absorbing the cost of outdated and inefficient

Outlays for Transportation
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regulatory practices. The proposal would ensure an orderly transi-
tion to a less-regulated environment. Budget authority of $2.0 bil-
lion and outlays of $1.8 billion for railroads are proposed for 1981.

The budget request for the Federal Aviation Administration
(FAA) would increase the number of air traffic controllers to
23,600, and enable the FAA to maintain airspace safety in the face
of continued growth in airline passenger traffic brought about by
deregulation of the airline industry. It provides for continued im-
provement and expansion of aircraft safety inspections, and review
of airline maintenance and safety procedures. The budget proposes
continuation of the airport and airways trust fund to provide in-
creased capacity and safety for the air transportation system, and to
better balance the sources of revenue with the groups that receive
benefits. Outlays for air transportation are estimated to be $3.8
billion in 1980 and $4.0 billion in 1981.

As the Nation expands its efforts to increase domestic production
of energy, offshore drilling and exploration will increase. The Coast
Guard is increasing its ability to inspect offshore drilling rigs and
to assure that oilspills do not seriously threaten our shorelines.
The budget also provides support to our Nation’s maritime indus-

try. Total outlays for these and other water transportation activi-
ties are estimated to be $2.2 billion in 1980 and $2.3 billion in 1981.

Community and Regional Development

Community and regional development programs provide grants,
loans, loan guarantees, and technical assistance to States, localities,
and Indian tribes. Outlays are estimated to rise from $8.5 billion in
1980 to $8.8 billion in 1981, with an increase in budget authority
from $9.0 billion to $9.8 billion. These funds will focus on two key
objectives: promoting the development of economically and socially
viable areas, and developing a partnership between the public and
private sectors to revitalize economically depressed or declining
areas.

Community development assistance is provided predominantly
through the Department of Housing and Urban Development (HUD).
Its community development block grant program funds local activi-
ties such as property acquisition, construction of public facilities,
rehabilitation of buildings, provision of social services, planning and
management, and economic development, primarily for the benefit
of low- and moderate-income residents. Outlays for this program are
estimated to increase from $3.5 billion in 1980 to $3.8 billion in 1981.
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The urban development action grants program is a major element
of the President’s urban policy. This program provides severely
distressed cities and counties with supplemental funding to be used
in conjunction with other public and private funds to stimulate
economic development and neighborhood revitalization. Its outlays
are estimated to double between 1980 and 1981, increasing from $180
million to $365 million.

HUD'’s rehabilitation loan program offers low-interest loans for
the rehabilitation of residential and commercial structures in speci-
fied areas. The rehabilitation of 13,200 single family dwellings and
6,000 multifamily units would be financed by a $240 million reha-
bilitation loan program. Outlays for this program are estimated to
increase from $170 million in 1980 to $190 million in 198]1.

Other community development assistance is provided through
HUD’s neighborhood self-help and New Community Development
Corporation programs, through the Neighborhood Reinvestment
Corporation, and through the Pennsylvania Avenue Development
Corporation, an independent agency supporting the revitalization of
the downtown area of our Nation’s capital.

Outlays for Community and Regional Development
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Other area and regional development is supported through pro-
grams of the Department of Agriculture, the Department of Com-
merce, and the Department of the Interior. Other independent
agencies also provide support. Outlays for area and regional develop-
ment are estimated to increase from $2.7 billion in 1980 to $3.0
billion in 1981.

The Department of Agriculture administers a variety of pro-
grams that will support the President’s recently announced small
community and rural development initiative. The 1981 budget pro-
vides for $940 million in new direct loan obligations for water
and waste disposal systems and community facilities, as well as
$926 million in new loan guarantee obligations for business and
industrial development. Outlays from these and other development
programs are estimated to increase from $656 million in 1980 to
$784 million in 1981.

The administration proposed legislation to improve the ability of
the Economic Development Administration of the Department of
Commerce to address the economic development problems of rural
and urban areas. Loan guarantee authority of $1.6 billion is re-
quested for development assistance to rural and urban areas in
1981, a sharp increase over the $0.9 billion 1980 level. Outlays for
economic development assistance in 1981 are estimated to be $845
million, an increase of $278 million over the 1980 level.

The Department of the Interior provides grants, training, and
technical assistance to strengthen tribal management and planning
abilities. It also encourages economic development through business
development assistance, direct Federal loans, loan guarantees, and
interest subsidies. Federal Indian programs also fund community
development activities, such as construction of roads, schools, and
irrigation systems. Outlays for the regional development Indian
programs are estimated to be $846 million in 1980 and $861 million
in 1981. Additional assistance to Indian tribes is provided through
other budget functions.

The regional commissions programs are designed to secure Fed-
eral-State cooperation in addressing interstate and shared intra-
state problems of community and economic development. Legisla-
tion has been submitted to extend the regional commissions nation-
wide and encourage the use of development grants to resolve mul-
tistate problems. Outlays are estimated to increase from $430 mil-
in 1980 to $458 million in 1981.

The Federal Government provides disaster relief and insurance to

~ supplemental private, State, and local assistance when such assist-

ance is inadequate. In anticipation of more historically normal
requirements for such assistance, outlays for disaster relief and

insurance are estimated to decline from $1.3 billion in 1980 to $0.9
billion in 1981.
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Education

The new Department of Education will improve the coordination
and management of Federal education programs. Legislation creat-
ing the department was proposed by the administration in recogni-
tion of the growing size and complexity of Federal support for educa-
tion. Requested budget authority for education increases from $15.3
billion in 1980 to $16.5 billion in 1981. Outlays are estimated to be
$14.2 billion in 1980 and $14.4 billion in 1981.

The administration is proposing a major youth education and
training initiative. In 1981, the education component of the initiative
would provide $900 million in grants for supplementary education in
basic academic and employment skills for school districts with high
concentrations of disadvantaged junior and senior high school
students. Local schools would cooperate closely with private
industry and local agencies administering the complementary
training and employment program to assure that students receive
the basic skills and work experience needed for full participation in
the work force. Most of the $7.8 billion in estimated 1981 outlays
for elementary, secondary, and vocational education is to provide
formula and discretionary grants to assist State and local educa-
tional agencies. Budget authority of $4.1 billion is requested for
supplementary education services for low-income and low-achieving
students in 1981.

Budget authority increases are proposed for the Indian educa-
tion, education of the handicapped, bilingual and adult education,
and Head Start programs. Continuation of the 1980 funding level is
requested for occupational and vocational education programs. The
administration proposes to direct the impact aid program, which
assists school districts affected by Federal activities, to districts
that are most adversely affected by those activities. As a result, the
1981 request is $286 million below the 1980 level.

The Head Start program will provide educational, social, health,
and other services to 386,000 low-income, preschool children in
1981. Recent evaluations suggest that children in Head Start pro-
jects improve their social and academic skills. The program will
place emphasis on solving the problems of the children of migrant
workers and the urban poor.

The budget request for higher education in 1981 includes $5.6
billion in budget authority and outlays of $5.2 billion for student
assistance and continuing education programs. This total includes
$2.4 billion for the basic educational opportunity grant program to
provide students with grants of up to $1,900. The supplemental
educational opportunity grants program, State student incentive
grants, and college work-study programs would be funded at the
same level as in 1980.
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The administration’s reauthorization proposal would restructure
the Federal student assistance loan programs by replacing the
current direct and guaranteed student loan programs with a new
program of basic direct loans and supplemental loan guarantees
that would target Federal assistance more directly to students most
in need. The 1981 budget requests $1.6 billion for this new pro-
gram, which would provide loans to 2.6 million students.

The budget requests $430 million for assistance to higher educa-
tion institutions to help disadvantaged students obtain or continue
post-secondary education. This amount includes funds for about 850
additional fellowships for graduate studies in the professions, and
increased funding for programs offering placement, counseling, and
other services to disadvantaged college students. Assistance to de-
veloping institutions would be increased by $30 million.

Estimated outlays of $1.4 billion in 1981 would support education
research and development, as well as training, cultural activities,
and other general education aids.

Tax expenditures in the education function include the deduct-
ibility of many educational expenses and the exclusion of scholar-
ships and fellowships from taxable income. Total tax expenditures
for education are estimated to be $2.7 billion in 1981.

Outlays for Education
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Youth Training and Employment Programs
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Training, Employment, and Social Services

Training and employment programs help develop work skills,
provide temporary employment and work experience, and increase
long-term employment opportunities for the disadvantaged. The
social services programs help the disabled and the disadvantaged
become self-sufficient. Total outlays for training, employment, and
social services are expected to be $16.5 billion in 1980 and $17.6
billion in 1981.

The employment situation has improved substantially over the
past few years, with total employment increasing by 9.4 million
since December 1976. Proposed funding in 1981 for training and
employment programs has been increased and directed more
toward the economically disadvantaged and the long-term unem-
ployed. Strategies for job development and job placement in the
private sector will stress programs designed by States and localities
with the aid of Private Industry Councils. Outlays for general
training and employment programs under the Comprehensive Em-
ployment and Training Act (CETA) are estimated to be $2.8 billion
in 1981. Estimated outlays of $4.4 billion for public service employ-
ment would support an average of 450,000 jobs in 1981, the level
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expected to be reached at the end of 1980. Jobs for people with
lower incomes and longer periods of unemployment are empha-
sized.

The labor component of the youth education and training initia-
tive proposes consolidation, replacement, and enhancement of
three experimental programs started as part of the 1977 economic
stimulus effort—the youth employment and training programs, the
youth community conservation and improvement projects, and the
youth incentive entitlement pilot projects. Budget authority for
1981 would be $300 million above the current services level of the
programs to be replaced. Prime sponsors would work closely with
local schools to provide the combination of training in basic skills,
work experience, and workplace discipline that will help youth who
are the most disadvantaged. Because older (18- through 21-year-old)
out-of-school disadvantaged youth are the group most in need of
help, prime sponsors would devote their greatest effort to them.
Outlays for programs designed specifically for youth are estimated
to be $2.6 billion in 1981. The requested funding level would expand
the Job Corps training program to a capacity of 44,000 enrollees—
double the 1977 level—and provide 1 million part-time summer jobs
for youth.

The work incentive (WIN) program helps those receiving aid to
families with dependent children find and retain jobs. Estimated
outlays of $385 million in 1981 would place approximately 286,000
individuals in unsubsidized private sector jobs.

The administration has proposed a welfare reform initiative that
integrates cash assistance with an employment and training strat-
egy, the new targeted employment tax credit, and revisions in the
earned income tax credit. The proposal would ensure that individ-
uals on public assistance have strong incentives to seek and retain
permanent jobs that are not subsidized by the Government.

Job-matching services for workers and employers are provided
free of charge by 2,400 State employment service offices financed
by Federal funds. The 1981 budget request maintains employment
service operations at the 1980 level.

The Federal Government also sets and enforces standards for
wages and hours, welfare and pension plans, and other employer/
employee relationships, including collective bargaining, and pub-
lishes employment, wage, and price statistics. Outlays for these and
other labor services are estimated at $563 million in 1980 and $602
million in 1981.

Social services grants to States and localities help the poor, the
elderly, the handicapped, the mentally retarded, homeless or ne-
glected children, and the drug-addicted, including alcoholics. The
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administration has proposed legislation to significantly improve the
welfare of children and to protect their rights and those of their
parents. Increased funding would be made available for services to
reunite children with their families when feasible, and to facilitate
the adoption of children with special needs.

Programs to aid the elderly provide a broad array of services for
the aged, including 410,000 meals provided to older Americans.
These services are intended to help the elderly to continue to live
in their own homes and communities whenever possible. Outlays
for these services are estimated to be $726 million in 1981, an

increase of $128 million over 1980.
The Community Services Administration supports local social

services agencies and funds demonstration projects to test new
methods of delivering services to the poor. Total outlays for social
services programs are expected to be about $5.5 billion in 1980 and
$5.7 billion in 1981.

The targeted employment tax credit, the work incentive credit,
and the child care tax credit, along with the deductibility of most
contributions to social services agencies, are estimated to result in
tax expenditures of $8.4 billion in 1981.

Outlays for Training, Employment, and Social Services
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Health

The budget emphasizes improved access to health and mental
health services, restraint in health care costs, improved planning
and management of the Nation’s health care system, and preven-
tion of disease. It includes a $24.1 billion allowance for the estab-
lishment of a national health program in 1983. Total outlays for
health are estimated to rise from $56.6 billion in 1980 to $62.4
billion in 1981.

Estimated outlays for medicare of $37.3 billion will help provide
services to 25 million aged and 3 million disabled Americans in
1981. Outlays for medicaid of $15.9 billion in 1981 will finance the
care of 23 million poor people. These spending levels reflect the
effects of proposed reforms to restrain health costs and a number
of proposed benefit improvements.

Legislative proposals to expand services would increase outlays
in 1981 by $0.1 billion for medicare and $0.5 billion for medicaid.
Liberalization of medicare and medicaid coverage for disabled bene-
ficiaries would remove disincentives to their return to work. The
expanded financing of home health services under medicare and
medicaid, and liberalized outpatient mental health benefits under
medicare would help beneficiaries avoid unnecessary
institutionalization. Passage of the proposed child health assurance
program would improve services and would extend medicaid eligi-
bility to an additional 2 million children and pregnant women.

Inflation in health care costs hinders the ability of the Nation’s
citizens to pay for needed health care, strains the national econ-
omy, and burdens the Federal budget. During the last 10 years,
hospital costs—the largest component of health care costs—have
grown almost 2% times as fast as the consumer price index. With-
out hospital cost containment legislation or other major changes in
the health system, national health expenditures are projected to
reach 10.5% of GNP in 1985.

Consequently, the administration is proposing cost-saving re-
forms that would reduce medicare and medicaid outlays by $1.7
billion in 1981. Hospital cost containment legislation would limit
increases in inpatient revenues to a rate consistent with increased
costs, population growth, and needed service improvements. Outlay
savings from this proposal are estimated at $780 million in 1981.
Legislative proposals to reform hospital reimbursement for medi-
care and medicaid and to make medicare supplementary to private
health insurance for the working aged are also included in the
budget.
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The budget proposes administrative reform of the Federal health
planning and services grants system. The current system of 11
State health plans and 30 separate grant programs results in gaps
and fragmentation of services, poor coordination and management,
and burdensome administrative requirements. The planning
reform would begin consolidating the various health planning re-
quirements. The grant reform would require performance agree-
ments with State and local governments for the delivery of compre-
hensive primary health services to the poor and underserved.
These reforms will be initiated on a voluntary basis with State and
local governments.

Outlays for other health care services are estimated to rise from
$3.8 billion in 1980 to $4.1 billion in 1981. New and expanded
assistance would be provided to States and communities for the
development and delivery of comprehensive mental health services,
especially for the chronically mentally ill and other underserved
populations. Expanded Federal support for primary health care
services would provide additional services to medically underserved
populations. These increases are expected to help support 45 new
community health centers, provide an additional 1,708 National
Health Service Corps health professionals in underserved areas,
and expand family planning and maternal and child health serv-
ices. Expansion in the direct health care delivery program of
the Indian Health Service would continue the substantial im-
provements in Native American health status achieved during the
1970’s. Other Federal programs support a wide range of health
activities, including health maintenance organizations, Public
Health Service hospitals, emergency medical services, alcohol and
other drug abuse treatment services, and St. Elizabeths Hospital.

The 1981 budget reflects the administration’s commitment to
effective and innovative disease prevention, health promotion, and
health education programs. New initiatives will focus on eliminat-
ing measles, increasing water fluoridation efforts, reducing smok-
ing and other drug abuse, and preventing major diseases.

Federal outlays for health research are estimated at $3.3 billion
in 1980 and $3.6 billion in 1981. Requested funding would allow the
National Institutes of Health to support 5,000 new and renewed
research grants for a total of approximately 16,700 research proj-
ects. Increased support would be provided to carry out basic re-
search in the study of degenerative and chronic diseases as well as
research related to mental health and other health services.

Total outlays for education and training of the health care work-
force are estimated to decline from $652 million in 1980 to $559
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million in 1981. During the 1960’s and 1970’s the supply of health
professionals increased substantially. Demographic projections indi-
cate that there is and will continue to be an adequate or excess
supply of personnel in all the major health professions. Therefore,
the 1981 budget continues to concentrate on improving the geo-
graphic distribution of health professionals through service commit-
ment scholarships, and on the problem of overspecialization of
medical practice through support of primary care training programs.

Outlays for consumer safety are estimated to increase from $645
million in 1980 to $658 million in 1981. Continued efforts are
proposed for 1981 to assure the safety and efficacy of drugs and
medical devices. Budget outlays to protect American workers from
workplace hazards are estimated to increase from $337 million in
1980 to $369 million in 1981.

In addition to direct Federal spending, Federal income tax laws
help finance health care by excluding health insurance premiums
paid by employers from employees’ taxable income and by permit-
ting itemized deductions for health care expenses and health-
related charitable contributions. The revenue loss in 1981 from
these tax expenditures is estimated to be $20.9 billion.

Outlays for Health
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Income Security

Outlays for income security are estimated to rise from $190.9
billion in 1980 to $220.0 billion in 1981. Between 1975 and 1981,
income security outlays, which consist almost entirely of benefit
payments to individuals, will have grown by 160%. Administration
proposals in this area will focus on simplifying program adminis-
tration, increasing program accountability, decreasing costs by re-
ducing fraud and abuse, and directing benefits to those most in
need. Proposals are also being designed to improve the welfare
system and to offset the effects of rising energy costs on low-income
families.

Social security is the largest single program in the budget. Out-
lays for social security are estimated to rise from $117.9 billion in
1980 to $136.9 billion in 1981. In 1981, an estimated 36 million people
will receive social security benefits.

The social security system, in the short term, requires greater
flexibility in responding to economic changes. To insure adequate
financing for the operations of each fund, legislation will be proposed
to permit borrowing among the old-age and survivors insurance trust
fund, the disability insurance fund, and the health insurance fund.

Several other Federal retirement programs provide income secu-
rity. Outlays for railroad retirement are estimated to increase from
$4.7 billion in 1980 to $5.2 billion in 1981 as a result of increased
benefits. The higher benefits will more than offset the effect on
outlays of an anticipated decline of 21,000 beneficiaries between
1980 and 1981. The administration proposes to increase the rail-
road industry component of the pension fund revenues by an addi-
tional 2% of payroll and to restrain growth in future railroad
retirement benefits. These benefits would be made more consistent
with those of the social security program. Estimated outlays of $2.0
billion in 1981 will provide special benefits for coal miners disabled
by “black lung”’ disease.

Outlays for Federal civilian employee retirement and disability
programs are estimated to increase from $14.6 billion in 1980 to
$17.1 billion in 1981. These programs are estimated to have 1.8
million beneficiaries in 1981. Included in the total for 1981 are
outlays of $381 million for medical payments and compensation to
Federal workers for job-related disabilities. About 48,000 former
Federal employees will continue to receive long-term disability
benefits. Legislation will be submitted to improve this program.

The Pension Benefit Guaranty Corporation is an off-budget Fed-
eral entity that protects the vested benefits of private sector em-

51

Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/

ployees in covered pension plans if their plan terminates. The
Corporation’s income is expected to exceed outlays by $37 million
in 1980 and $44 million in 1981. Legislation has been submitted to
revise the pension insurance program for employees under multi-
employer pension plans.

Unemployment recipients are estimated to average 2.9 million
per week in 1980 and 3.4 million per week in 1981. Outlays for
unemployment compensation are estimated to increase from $15.6
billion in 1980 to $18.8 billion in 1981.

The administration has proposed welfare reform to improve the
system of benefits for the needy, to promote opportunities and
incentives for work and training, and to reduce the States’ welfare
burden. The basic components of the welfare reform plan include
establishing a national minimum benefit level for needy families,
extending nationwide eligibility to two-parent families, expanding
the coverage and increasing the value of the earned income tax
credit, providing additional private and public sector employment
and training opportunities, and providing fiscal relief to the States
through increased Federal support and improved operation of wel-
fare programs. Provision for this proposal has been made in the
budget allowances.

Outlays for the supplemental security income (SSI) program,
which will provide benefits to an estimated 4.2 million aged, blind,
and disabled beneficiaries, are estimated at $6.4 billion in 1980 and
$6.9 billion in 1981.

The program of aid to families with dependent children (AFDC)
assists States and localities in providing cash assistance to needy
families. Outlays are estimated at $7.4 billion in 1981 compared
with $7.0 billion in 1980. The 1981 outlay increase results from
moderate increases anticipated in the average benefit payment and
in the number of AFDC families. Errors and abuses in the program
are being reduced through close cooperation between the States
and the Federal Government.

The earned income tax credit aids low-income workers by provid-
ing an income tax reduction (credit). If the credit exceeds their tax
liability, a check is issued for the amount of the credit. The cost of
this program, including revenue loss, is estimated to be $1.9 billion
in 1981. Outlays for payments in excess of tax liability are expected
to be $1.6 billion.

The food stamp program increases the ability of needy families
to buy food for an adequate diet. Outlays to assist 20.4 million
recipients in 1981 are estimated to be $9.7 billion. Legislation is
pending that would reduce program error rates and improve food
stamp administration.
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Outlays for other Federal programs to assist States in feeding
children and needy persons are estimated to total $3.8 billion in
1981. Outlays for the supplemental food program for women, in-
fants, and children (WIC) are estimated to increase by $168 million
to $903 million in 1981. Studies suggest that WIC has significantly
reduced both infant mortality and the incidence of low-birth-weight
babies.

Housing assistance is currently provided through three major
subsidized housing programs: low-income housing assistance, public
housing, and homeownership assistance. Total outlays for housing
assistance are estimated to rise from $5.3 billion in 1980 to $6.6
billion in 1981. The budget request would provide rental housing
assistance for up to 300,000 additional low-income families, a 25%
increase above the 1980 level. Homeownership assistance to an
additional 25,000 low- and moderate-income households will help

reduce forced relocation.
To help offset the impact of rising fuel costs on low-income

families, the administration is seeking authorization for two new
energy-related income assistance programs. The first program, spe-
cial energy allowances, provides cash assistance to recipients of
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supplemental security income and grants to States for energy-
related aid. The Governors would determine how best to use these
grants to meet their State’s needs. The second program, energy
crisis assistance, provides grants to States to help low-income fami-
lies who are experiencing energy-related financial problems. Out-

lays are estimated at $2.4 billion in 1981. Both of these programs
would be funded by receipts from the windfall profit tax.

Estimated outlays for refugee assistance are $524 million in 1981.
These funds cover costs of cash and medical assistance and social
services for needy refugees. In addition, the Refugee Act of 1979
will establish a permanent and systematic procedure for admitting
and assisting refugees of special concern to the United States.

Tax provisions also provide income security, especially to the
elderly. The exclusion from taxable income of all social security
and most railroad retirement benefits results in estimated tax
expenditures of $9.1 billion in 1981, and the extra exemption for
taxpayers who are over 64 or blind and the tax credit for the
elderly, together, reduce 1981 receipts by an estimated $2.3 billion.

Veterans Benefits and Services

The Federal Government supports veterans and their dependents
and survivors who have special needs resulting from the sacrifices
that veterans have made in military service to our country. This
administration has achieved a number of improvements in veterans
programs, in particular, reform of the pension program and improve-
ments in medical care. Further improvements in veterans benefits
and services are proposed for 1981. However, several cost-saving
legislative proposals will help to offset the costs of the proposed
improvements. Outlays for veterans benefits and services are esti-
mated to rise from $20.8 billion in 1980 to $21.7 billion in 1981.

Compensation benefits are provided to veterans with service-
connected disabilities and to their survivors. Legislation will be pro-
posed to provide a 13.0% cost-of-living increase in compensation
benefits effective in October 1980. An estimated 2.6 million veter-
ans and their survivors are expected to receive $8.3 billion in
compensation benefits in 1981.

Pensions are provided to needy wartime service veterans and to
their dependents and survivors. The Veterans and Survivors Pen-
sion Improvement Act of 1978 sharpened the focus of veterans
pension benefits upon truly needy, nonservice-disabled veterans
and provided automatic annual cost-of-living increases. In 1981,
outlays of $4.0 billion will provide pension benefits to an estimated
2.1 million needy veterans and their survivors.
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The GI bill provides education benefits designed primarily to
assist veterans who entered military service before 1977 in
readjusting to civilian life. The budget proposes a 109% -cost-of-
living increase in GI bill education benefits effective in October
1980. In addition, the budget continues to support the enactment of
legislation extending the period of eligibility from 10 to 12 years
for certain needy and educationally disadvantaged Vietnam-era
veterans. The number of GI bill trainees will continue to drop in
the future as the number of eligible veterans decreases. Thus,
outlays for veterans education, training, and rehabilitation are
estimated to decline from $2.2 billion in 1980 to $1.9 billion in 1981.

The Veterans Administration (VA) operates the largest nation-
wide medical care system. In 1981, the VA will continue the reor-
dering of its health care program to provide efficient medical care
for veterans with service-connected disabilities while still accommo-
dating the rapidly growing population of eligible elderly veterans.
However, the VA will continue to recognize the medical needs of
service-disabled veterans above all others. Outlays for veterans
hospital and medical care are estimated to be $6.4 billion in 1981.

Veterans compensation and pension benefits are excluded from
taxable income. The revenue losses from these exclusions in 1981
are estimated to be $1.1 billion and $55 million, respectively. GI
bill benefits are also excluded from taxable income.

Outlays for Veterans Benefits and Services
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Administration of Justice

The most basic of-all American rights is the equitable adminis-
tration of justice. The Federal Government expects to spend $4.4
billion in 1980 and $4.7 billion in 1981 to meet these responsibilities.

The principal responsibility for law enforcement has always
rested with State and local governments. In the late 1960’s, rising
street crime and social unrest prompted the Federal Government
to provide justice assistance to improve State and local criminal
justice systems. After nearly a decade and a half of such support,
State and local authorities are far better equipped, trained, and
organized to handle their own problems. Given these improve-
ments, the importance of solving crime of national significance,
and continued pressure on Federal resources, the administration
has started to redirect its programs toward those problems that can
best be resolved at the national level. Organized crime, white-collar
crime, foreign intelligence activities, major trafficking in narcotics
and other dangerous drugs, public corruption, denial of civil rights,
and illegal immigration are all problems that are most appropriate-
ly handled by the Federal Government. Estimated outlays of $2.3
billion in 1981 would provide support for Federal law enforcement
activities.

To represent the public in civil litigation and criminal prosecu-
tion, and to provide those accused of crimes with fair and prompt
trials, budget outlays of nearly $1.5 billion are required in 1981 for
Federal litigative and judicial activities. These funds would be used
to expand the staffs of the Criminal and Civil Rights Divisions of
the Department of Justice, provide more effective use of Federal
litigative resources, and support the Federal judiciary system.

The number of inmates in Federal prisons has dropped since
1978 because of the increased use of minimum security institutions,
shifts in prosecutorial policy, and modifications in parole guide-
lines. In consequence, it is possible to close 3 antiquated penitentia-
ries by 1985 and cancel the construction of 2 planned facilities. A
new institution in the northeast and a prison camp in the west are
scheduled to open next year. Outlays of $357 million are estimated
for Federal correctional activities in 1981.

The administration proposed consolidation of criminal justice as-
sistance resulted in the establishment last year of an Office of
Justice Assistance, Research, and Statistics. The new Office will
research criminal and related civil matters, collect and analyze
criminal justice data, and administer State and local grant pro-
grams. Outlays for these programs are estimated to be $618 million
in 1981, compared to $580 million in 1980.
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Outlays for Administration of Justice
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General Government

General government includes a variety of central government
activities such as the legislative branch, the Executive Office of the
President, administration of U.S. territories, and activities related to
tax collection and other fiscal operations, Federal personnel manage-
ment, and property control and records management. Outlays for
general government are estimated to be $4.9 billion in 1981, about
the same as in 1980.

Special emphasis continues to be given to the President’s anti-
inflation program, which consists of voluntary wage and price
guidelines designed to lower the rate of inflation without disrupting
the economy. The Council on Wage and Price Stability will continue
to monitor wage and price developments and will make recommen-
dations to increase productivity and reduce inflationary pressures.

The Government handles very large amounts of money, and it is
possible to achieve savings simply by improving the way funds are
managed. This year’s budget includes several proposals to make
the collection of taxes more efficient and to improve Federal cash

managment.
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The General Services Administration is upgrading its procure-
ment procedures through increased training, certfication of pro-
curement officers, centralization of procurement functions, installa-
tion of commodity managers, and greater audit review. It is also
taking steps to improve the administration of contracts and to
reduce opportunities for fraud and abuse.

In 1978, a comprehensive reform of the Federal civil service
system was enacted into law. The personnel management tasks
previously performed by the Civil Service Commission were broad-
ened and became the responsibility of the Office of Personnel Man-
agement. Merit system review, investigation of reprisals against
“whistleblowers,” and employee appeals adjudication are now per-
formed by the Merit Systems Protection Board. In 1981, resources
will be focused on carrying out and evaluating these reforms. Spe-
cial attention will be given to research, executive development, and
improvement of Federal productivity.

In the past, capital improvements projects in the trust territories
were 100% federally financed. To provide incentives for increased
territorial funding and efficiency in local programs and projects, the
budget proposes a 50% Federal matching of territorial tax increases,

and a 90% Federal cost sharing for territorial capital projects funded
by the Department of the Interior.

General Purpose Fiscal Assistance

General purpose fiscal assistance provides Federal aid to State
and local governments without using major restrictions or match-
ing requirements. Outlays for this assistance are estimated to be
$8.7 billion in 1980 and $9.6 billion in 1981.

General revenue sharing has been the primary means by which
the Federal Government provides general purpose assistance to
State and local governments. Each jurisdiction may spend the
money for any purpose permissible under its own State and local
laws, subject to minimal Federal controls. Outlays for revenue

sharing are estimated at $6.9 billion in 1981. The administration is
proposing a 5-year reauthorization of general revenue sharing at 1980
levels. The proposed allocation formula will moderately increase the
targeting of payments to communities less able to pay for essential
services from available resources. Revenue sharing payments to State
governments will be continued at about the same amounts and
allocations as the current program. In return, States and local
governments, through broadly-based study commissions, will be
required to assess rigously their responsibilities and fiscal resources,
the structure and impact of Federal assistance programs, and the
quality of municipal financial management. States would be expected
to act on the commissions’ recommendations.
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Legislation authorizing countercyclical and targeted fiscal assist-
ance to States and local governments in 1980, is currently under
consideration in the Congress. The administration proposal would
authorize one-time targeted fiscal assistance payments in 1980, and
countercyclical payments to States and localities whenever the na-
tional unemployment rate exceeded 6.5%. The program would
channel funds to jurisdictions experiencing the greatest fiscal dis-
tress. Outlays are estimated to rise from $250 million in 1980 to
$1.0 billion in 1981.

The Secretary of the Treasury is authorized to guarantee up to
$1.6 billion of New York City obligations through June 30, 1982.
The loan guarantees are not included in the budget, but $1 million in
administrative costs are. |

Tax expenditures also provide financial assistance to State and
local governments. The exemption from taxable income of interest
received on State and local securities has a twofold effect: State
and local governments can borrow at lower interest rates and
individuals can exclude the interest income from their Federal
taxes. Estimated revenue losses to the Treasury in 1981 are $6.5
billion. In addition, the deductibility of most State and local taxes
from Federal taxable income is estimated to add about $17.3 billion
to revenue losses in 1981.

Outlays for General Purpose Fiscal Assistance
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10 10
Total
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Net Interest

The interest function includes interest paid on the public debt
and on refunds of tax collections, as well as interest collections
from the public and from revolving funds. A portion of interest
outlays is paid to trust funds on securities held by the funds. Since
these payments are not made to the public, but consist of offsetting
transactions within the budget, trust fund interest is deducted from
both budget authority and outlays before arriving at the net interest
total. Net interest outlays are estimated to increase substantially,
rising to $51.8 billion in 1980 and $54.2 billion in 1981.

NET IMPACT OF INTEREST OUTLAYS ON THE SURPLUS OR DEFICIT

(In billions of dollars)

1979 1980 1981 1982 1983
actual estimate estimate estimate estimate

Outlays for the interest function................ 52.6 63.3 67.2 68.0 683
Less: Interest received by trust funds.......... 10.0 11.5 13.0 14.1 15.4
Net interest..........c.cccoovvvevevecnnn 42.6 51.8 54.2 53.9 53.0

Less: Deposit of earnings, Federal Reserve
System (budget receipts) ..........ccoo........ 8.3 10.1 10.9 11,8 12.9
PR TP v s ssshssvvanaonseats 34.3 418 434 42.1 40.0

Nominal interest rates are assumed to decline as inflation de-
clines; therefore, outlays for new interest are projected to grow at
a slower rate in 1981, and then decline in 1982 and 1983. This
pattern results from substantially reduced growth in estimated
Federal debt outstanding and from assumed further declines in
interest rates.

As part of their monetary functions, Federal Reserve Banks hold
Government securities. The Banks return a portion of the interest
they receive on those securities back to the Treasury as miscella-
neous budget receipts. Deducting these receipts from net interest
shows the net impact of interest on the budget surplus or deficit.
That net impact is estimated at $43.4 billion in 1981.

A tax expenditure arises from the optional deferral of interest
income on U.S. savings bonds. Normally, the interest on these
bonds would be taxed each year as it is credited, but the holder
may defer paying the tax until redemption. The revenue loss from
this tax expenditure is estimated to be $250 million in 1981.
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Other

Allowances are included in the budget to cover the administra-
tion’s compensation reforms for Federal civilian agency employees,
future initiatives, and unforeseen requirements that may arise.
Outlays of $2.6 billion are estimated for these allowances in 1981.

Funds are included in the allowances for the expected costs of
welfare reform and, beginning in 1983, for the national health
insurance proposal. These allowances represent the net effect on
the surplus or deficit. Decisions to be made at a later date will
determine the program level allocation as well as the mix between
budget authority, outlays, and revenues forgone.

The administration has proposed comprehensive legislation to
improve Federal pay-setting systems and procedures. The legisla-
tive proposal would broaden the principle of comparability and
make certain structural changes to bring Federal compensation
rates and practices more closely into line with those of the private
and non-Federal governmental sectors. Both pay and benefits—
rather than just pay—would be used to determine comparability.
Compensation scales would be based on State and local government
pay and benefits, as well as on those for private industry. The
Federal wage system for the blue-collar work force would be
changed to improve comparability with local prevailing rates.
These proposals are designed to modernize the management of the
entire Federal compensation program.

Allowances are included in the budget to cover an overall in-
crease in pay of 6.2% for white-collar and blue-collar employees. A
final decision on the level of the October 1980 pay increase will be
made in the late summer after appropriate Presidential review of
recommendations of the President’s Compensation Agency, the
Federal Employees Compensation Council, and the Advisory Com-
mittee on Federal Compensation, and after a review of economic
conditions at that time. Allowances for a 7.4% increase in military
pay are carried in the defense function.

In general, offsetting receipts are deducted from budget totals at
the agency and function level. Exceptions are made when such
payments are extremely large and would mislead analysis of Fed-
eral program trends. Current estimates for rent and royalities on the
Outer Continental Shelf (OCS) assume that seven scheduled OCS
sales will be conducted in 1981. No final decision will be made on
these sales until environmental and other requirements under the
National Environmental Policy Act have been met.
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Off-Budget Federal Entities

Under current law, some Federal spending activities are ex-
cluded from the budget totals. These federally owned and con-
trolled activities are called off-budget Federal entities. The outlays
resulting from these activities are added to the budget deficit
to derive the total Government deficit to be financed by
borrowing from the public or by other means. The outlays of off-
budget Federal entities are shown by function and subfunction at
the end of table 3 in Part V of this volume.

The Federal Financing Bank (FFB), an off-budget entity that
provides financial intermediary services for Federal agencies, ac-
counts for most of the off-budget outlays. Although the FFB outlays
are all classified in a separate subfunction in the commerce and
housing credit function, its activities actually support agency pro-
grams in a variety of budget subfunctions. The accompanying table
provides an attribution of FFB outlays to the subfunctions supported
by its activities.

ATTRIBUTION OF FEDERAL FINANCING BANK OUTLAYS

(In billions of dollars)

1978 1979 1980 1981
actual actual estimate estimate
Military aSSISTANCE ........coovvecveiirieireie e 1.5 1.3 2.4 2.0
Supporting space actiVities ...........cccoovveervreereereeeecerieeis 0.2 0.2 0.1 0.1
BT R W, N S 2.1 2.3 4.8 4.8
Farm income Stabilization ............cocoevvevverercecrieereessienann 3.6 5.0 2.9 2.5
Mortgage credit and thrift insurance .............cccccooevvvecrencnnes 3.4 2.9 1.9 4.9
Other advancement and regulation of commerce.................... 0.1 0.1 0.2 0.2
Area and regional development ..o 0.7 0.8 1.0 1.1
Higher education..............ccveveevceeeercieniesieeeeeeees e 0.2 0.5 0.7 —0.2
Public assistance and other income SUPPIEMENTS........ccccovivies covvciieiie e 1.6 —*
General property and records management................cccccon.... 0.1 0.1 s 0.1
Other SUBfUNRCHIONS ..........vvreeceecireeeeee e, - ) —0.1 0.8 1.0
Total, Federal Financing Bank ................cc.......... 10.6 13.2 16.4 16.3

*$50 million or less.
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PART IV

THE BUDGET PROCESS

The budget sets forth the President’s proposed financial plan of
operation for the Federal Government for the forthcoming fiscal
year and planning ceilings for the 2 subsequent fiscal years. In
raising and spending tax receipts, the Federal Government allo-
cates resources between the private and public sectors of the econo-
my. Within the public sector, the allocation of budget resources
among individual programs reflects the priorities that are deter-
mined through the interaction of the President, the executive
branch agencies, and the Congress. The budget process is thus a
crucial focus for the determination of national priorities. This sec-
tion describes that process and its four interrelated phases: (1)
executive formulation and transmittal, (2) congressional action, (3)
budget execution and control, and (4) review and audit.

Executive formulation and transmittal—The President’s trans-
mittal of his budget proposals to the Congress is the result of many
months of planning and analysis throughout the executive branch.
Formulation of this budget, transmitted to the Congress in January
1980, began with the multiyear planning target for 1981 published
in the 1980 budget. A more detailed formulation was started in the
spring of 1979. Each spring, policy issues are identified, budget
projections are made, and preliminary program plans are present-
ed to the President. In preparing for the 1981 budget, as for the
previous two, a zero-base (ZBB) review of the entire budget was
conducted.

The President reviews the budget projections in the light of the
economic outlook, and establishes general budget and fiscal policy
guidelines for the fiscal year that begins over a year later, and,
under the multiyear budget planning system, for the 2 fiscal
years beyond. Tentative policy determinations for the budget year
and multiyear planning ceilings for the following 2 years are then
given to the agencies as guidelines for preparing their budgets.
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In the summer, agencies formulate their zero-base budget re-
quests, which are reviewed in detail in the fall by the Office of
Management and Budget and presented to the President in the
context of overall fiscal policy issues. The budget transmitted to
Congress thus reflects the President’s recommendations for exist-
ing and proposed programs, as well as total outlay and receipt
levels appropriate to the state of the economy. Supplemental
budget requests and amendments may be submitted later to cover
unanticipated needs.

As a result of the Congressional Budget Act of 1974, the Presi-
dent must update this budget on or before April 10 and again by
July 15, taking into account newly enacted legislation, new execu-
tive branch recommendations, and new economic assumptions. The
act also requires him to transmit current services estimates annu-
ally. These estimates represent the budget authority and outlays
required to continue existing programs in the forthcoming fiscal
year without any policy changes, thereby providing a base to com-
pare program initiatives against current spending levels. Current
services estimates for 1981 are transmitted with the President’s
budget. See Special Analysis A, Special Analyses, Budget of the
United States Government, 1981.

Congressional action.—The Congress begins its formal review of
the President’s budget proposals in January. Before considering
appropriations for a specific program, the Congress first enacts
legislation to authorize agency programs and provide guidance on
funding levels.

Many programs, such as social security and interest, are author-
ized indefinitely or for several years; other programs, such as edu-
cation, health, nuclear energy, defense procurement, and foreign
affairs, require annual authorization. The granting of budget au-
thority usually is a separate, subsequent action to program authori-
zation. In many cases, budget authority becomes available each
year only as voted by the Congress. In other cases, the Congress
has voted permanent budget authority, under which funds become
available annually without further congressional action.

Under procedures mandated by the Congressional Budget Act of
1974, the Congress considers budget totals prior to completing
action on individual appropriations bills. The act requires that the
House and Senate Budget Committees receive reports on budget
estimates from the other congressional committees by March 15,
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CONGRESSIONAL BUDGET TIMETABLE

On or before: Action to be completed

15th day after Congress convenes .... President transmits his budget.

March 1D c.iisscssimssssssssivesgisss Committees submit reports to budget com-
mittees.

G 1) | [ R I Congressional Budget Office submits
report to budget committees.

April 15. ..o Budget committees report first concurrent
resolution on the budget to their
Houses.

MARY: 1D ccsmnscsrmasmmavinss raan e SRS Committees report bills authorizing new
budget authority.

May 15t Congress completes action on first concur-
rent resolution on the budget.

Tth day after Labor Day..................... Congress completes action on bills provid-
ing budget authority.

September: 15 ...qimmmammmninsn Congress completes action on second con-
current resolution on the budget.

September 25........ccccovvevvieeiiieiiceeeieenne Congress completes action on reconcili-

ation bill or resolution, or both, imple-
menting second concurrent resolution.
OCLODRY 1 v uvumsisninsvsnssnsssniss Fiscal year begins.

and a fiscal policy report from the Congressional Budget Office by
April 1. Under this schedule, the Congress adopts a concurrent
resolution containing budget targets by May 15. It completes action
on setting budget ceilings by September 15, and, by September 25, it
completes action on any required reconciliation bill or resolution. A
summary of the congressional timetable is presented above.

Congressional consideration of requests for appropriations and
for changes in revenue laws are considered first in the House of
Representatives, where the Ways and Means Committee reviews
proposed revenue measures and the Appropriations Committee
studies the proposed appropriations. These committees then recom-
mend the action to be taken by the House of Representatives. After
the appropriation and tax bills are approved by the House, they
are forwarded to the Senate, where a similar process is followed. In
case of disagreement between the two Houses of the Congress, a
conference committee (consisting of Members of both bodies) re-
solves the issues and submits a report to both Houses for approval.
After approval, measures are then transmitted to the President, in
the form of an enrolled bill, for his approval or veto. When appro-
priation action is not completed by the beginning of the fiscal year,
the Congress may enact a “continuing resolution” to provide au-
thority so that the agencies affected may continue operations until
their regular appropriations are approved.
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Budget execution and control.—Once approved, the budget be-
comes the financial plan for the operations of agencies during the
fiscal year. Most budget authority and other budgetary resources
are made available by the Office of Management and Budget under
an apportionment system designed to assure the effective and or-
derly use of available authority.

The Impoundment Control Act of 1974 provides that the execu-
tive branch, in regulating the rate of spending, must report to the
Congress any deferrals or proposed rescissions of budget author-
ity—that is, any effort through administrative action to postpone or
eliminate spending authorized by law. Deferrals, which are tempo-
rary withholdings of budget authority, cannot extend beyond the
end of the fiscal year, and may be overturned by either House of
Congress at any time. Rescissions, which permanently cancel exist-
ing budget authority, must be enacted by the full Congress. If
Congress does not approve a proposed rescission, the withheld
funds must be made available for obligation.

Review and audit.—Individual agencies are responsible for assur-
ing that the obligations they incur and the resulting outlays are in
accordance with the laws and regulations. The Office of Manage-
ment and Budget reviews program and financial reports and the
General Accounting Office, a congressional agency, regularly
audits, evaluates, and reports on Federal programs. In addition,
offices of Inspectors General have been established by law in 12
major departments and agencies.
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Relation of Budget Authority to Outlays

Not all of the new budget authority for 1981 will be obligated or
spent in that year.

* Budget authority for most major trust funds arises from their
receipts and is used over time as needed for purposes specified
by law.

e Budget authority for most major construction and procure-
ment programs covers the estimated full cost of projects at
the time they are started.

* Budget authority for many loan and guarantee (or insurance)
programs also provides financing for a period of years or
constitutes a contingency backup that may never result in
outlays.

* Government enterprises occasionally receive budget authority
to be used for general capital purposes over several years.

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

Relation of Budget Authority to Outlays- 1981 Budget

$ Billions

7 Authority
written off,
expired, and adjusted
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NOTES

« Backup data for charts in this book can be obtained from
the Office of Management and Budget, Washington, D.C.
20503. -

« More detailed budget tables are included in Part 9 of the
Budget of the United States Government, 1981.
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Table 1. BUDGET RECEIPTS, OUTLAYS, AND DEBT, 1971-83'

(In billions of dollars)

Actual Estimate
Description 1971 1972 1973 1974 1975 1976 1Q 1977 1978 1979 1980 1981 1982 1983
Receipts:
Federal funds .........c.cocooevrvcrccnininnnnnn, 133.8 1488 1614  181.2 187.5  201.1 51 2413 2705 3164 3478  383.2 4383 5155
Trust funds..........ooveveeeveevrrreereeenene, 66.2 73.0 922 1048 1186 1337 321 1528 1680  189.6 2222 2651  307.0  340.7
Interfund transactions ............cccccovvennneee. 116 -132 -213 -211 -—-251 —348 —-44 —-363 —36.5 —401 —462 —483 —542 9573
Total budget receipts.................. 1884 2086 2322 2649 281.0  300.0 818 3578 4020 4659 5238 6000 691.1 7988
Outlays: *
Fo R 163.7 1781 1870 1999  240.1  269.9 65.1 2958 3320 3624 4057 4297  480.2 5436
Trust funds..........coovoveeeeceeeieee, 59.4 67.1 81.4 90.8 111.2 1313 340 1433 1553 1713 2041 2343 2603 2881
Interfund transactions ..............cccoouee....... 116 -132 -213 -211 -—-251 —348 —44 363 365 -—401 —462 —483 -—-542 5713
Total budget outlays................... 2114 2320 247.1 2696 3262  366.4 947 4027 4508 4937 5636 6158 6863 7743
Outlays, off-budget Federal entities  (.....) (.....) (.1) (1.4) (8.1) (7.3) (1.8) (87) (103) (124) (168) (181) (151) (12.9)
Outlays including off-budget........... (2114) (232.0) (247.1) (2711) (3342) (373.7) (96.5) (411.4) (4612) (506.1) (580.3) (6339) (701.4) (767.2)
Surplus or deficit (—):
Federal funds ...........ooeeveeeveeeerecrerenann -299 -293 -—-256 —187 -—56 —688 —11.0 —545 —615 —461 —578 —465 —419 -—281
THOSE TR maisisisnsmnmanas 6.8 5.9 10.7 14.0 14 24 =20 9.9 12.7 18.3 18.1 30.8 46.7 52.6
Total surplus or deficit (—)...... —230 —-234 —148 —47 452 —664 —130 —450 —488 —277 —398 —158 4.8 24.5
Deficit (—), off-budget Federal
) R S (....) (....) (=.1) (=14) (=81) (=73) (—=18) (-87) (—-103) (—124) (—168) (—181) (—151) (—12.9)
Surplus or deficit (—) including
off-budget........................ (—=230) (—=234) (—14.9) (—6.1) (=532) (=737) (—14.7) (—53.6) (—59.2) (—40.2) (—56.5) (—339) (—103) (117)
Debt outstanding, end of year:
Gross Federal debt ..........ccoovvvvevvecrnns 409.5 4373 4684  486.2 5441 6319 6464  709.1 7804 8338 8928 9394 9726  988.8
Held by the public............cocovvevevrerrnnee. 3043 3238 343.0  346.1 3969  480.3 4983  551.8 6109 6446 6889 7220 7313 7185

" Net gains and losses, proceeds and reductions from the transactions of the Exchange stabilization fund are now included in the budget (past year only).



Table 2. BUDGET RECEIPTS BY SOURCE AND OUTLAYS BY FUNCTION, 1971-81

-
)
(In billions of dollars)
Actual Estimate
Description 1971 1972 1973 1974 1975 1976 TQ 1977 1978 1979 1980 1981
RECEIPTS BY SOURCE
Individual income taxes..........ccevveeeeeeverenne. 86.2 94.7 103.2 119.0 122.4 131.6 38.8 157.6 181.0 217.8 238.7 274 .4
Corporation income taxes............cccccoeuvuucee 26.8 32.2 36.2 38.6 40.6 41.4 8.5 54.9 60.0 65.7 72.3 71.6
Social insurance taxes and contributions:
Employment taxes and contributions....... 41.7 46.1 54.9 65.9 75.2 79.9 21.8 92.2 103.9 120.1 138.6 161.6
Unemployment insurance......................... 3.7 4.4 6.1 6.8 6.8 8.1 2.1 11.3 13.8 15.4 16.8 18.6
Contributions for other insurance and
FtireMeNt ..o e 3.2 3.4 3.6 4.1 4.5 4.8 1.3 5.2 5.7 6.1 6.7 7.1
Total social insurance taxes and
contributions ........o.evevreveveerennenn. 48.6 53.9 64.5 76.8 86.4 92.7 25.8 108.7 123.4 141.6 162.2 187.4
Excise taxes:
5T S — 4.7 5.0 50 5.2 5.2 53 1.3 5.3 5.5 55 5.6 5.6
{1175 N ———— 2.2 2.2 2.3 2.4 23 2.5 0.6 2.4 2.4 2.5 2.5 2.1
BN ...c.oomneanmmmomsmaim 55 53 5.7 6.3 6.2 54 1.7 6.7 6.9 1.2 6.9 7.1
Airport and airway ............cc.coeveeuveiennnnns 0.6 0.6 0.8 0.8 1.0 0.9 0.3 1.2 13 1.5 1.7 2.1
WINGFAI PIOFIt 18X ......ooooceecececericiieiis crvrviviiies cevvesiisnies cvvssiionsinss svessessessinse  sessessennnens sesssssensenins  stessessestoess  soeseesesienies  soesoeenienees  sesseseeseenes 1.7 20.9
ORI i ccivsaussnsnsississssrmpssranllizinass 3.6 2.3 29 21 1.8 2.8 0.6 2.0 2.2 2.0 1.8 1.8
Total excise taxes ..........cooeevvmn.. 16.6 15.5 16.3 16.8 16.6 17.0 4.5 11.5 18.4 18.7 26.3 40.2
Estale:and gL TANES..........ccooonussismmsisasonses 3.7 54 4.9 5.0 4.6 5.2 1.5 1.3 5.3 5.4 5.8 5.9
Customs dULIES ........oveveerreeereeeereeeeeee e, 2.6 33 3.2 33 3.7 4.1 1.2 5.2 6.6 1.4 1.6 8.4
Miscellaneous receipts ...........cccceevereeeeeenne. 3.9 3.6 39 54 6.7 8.0 1.6 6.5 14 9.2 10.9 12.1
Total budget receipts.................. 188.4 208.6 232.2 264.9 281.0 3000 818 357.8 402.0 465.9 523.8 600.0
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OUTLAYS BY FUNCTION

National defense ™ ..........ccccovvvvvrercrcvnrennncen. 75.8 76.6 74.5 11.8 85.6 89.4 22.3 97.5 105.2 117.7 130.4 146.2
International affairs.............ccooevvevervnrennnen. 4.1 4.7 4.1 8.7 6.9 5.6 2.2 4.8 9.9 6.1 10.4 9.6
General science, space, and technology ....... 4.2 4.2 4.0 4.0 4.0 4.4 1.2 4.7 4.7 5.0 5.9 6.4
ENOIEY oo 1.0 1.3 1.2 .8 2.2 3.1 8 4.2 5.9 6.9 1.8 8.1
Natural resources and environment.............. 3.9 4.2 4.8 5.7 1.3 8.1 2.5 10.0 10.9 12.1 12.8 12.8
AGHCURUIE ....ooe e 4.3 5.3 4.9 2.2 1.7 2.5 6 5.5 1.1 6.2 4.6 2.8
Commerce and housing credit...................... 2.4 2.2 9 3.9 5.6 3.8 1.4 —* 3.3 2.6 9.0 ¥
17Ty 1 O, 8.1 8.4 9.1 9.2 10.4 134 3.3 14.6 15.4 17.5 19.6 20.2
Community and regional development.......... 2.9 3.4 4.6 4.1 3.7 4.8 1.3 6.3 11.0 9.5 8.5 8.8
Education, training, employment, and social
] [0 - 9.8 12.5 12.7 12.3 15.9 18.7 5.2 21.0 26.5 29.7 30.7 32.0
HEAMN ... 14.7 17.5 18.8 22.1 21.6 33.4 8.7 38.8 43.7 49.6 56.6 62.4
Income security:
Social SECUTILY ........vveveererrrerecrerirenrenins 35.2 39.4 48.3 54.9 63.6 721 19.8 83.9 92.2 102.6 117.9 136.9
OtNT ..o 20.2 24.5 24.7 29.5 45.0 54.7 13.0 54.1 54.0 5.6 73.0 83.1
Total income security ..................... 55.4 63.9 713.0 84.4 108.6 127.4 32.8 137.9 146.2 160.2 190.9 220.0
Veterans benefits and services.................... 9.8 10.7 12.0 13.4 16.6 18.4 4.0 18.0 19.0 19.9 20.8 21.7
Administration of justice..............ccccoveuuneee. 1.3 1.6 2.1 2.5 2.9 3.3 9 3.6 3.8 4.2 4.5 4.7
General government .............ooovevveevrerernnn. 2.0 2.4 2.6 3.2 3.1 2.9 9 3.3 3.7 4.2 4.9 49
General purpose fiscal assistance................. 5 1 7.4 6.9 1.2 1.2 21 9.5 9.6 8.4 8.7 9.6
INEEIESE ......eeeee s 19.6 20.6 22.8 28.0 30.9 34.5 1.2 38.0 44.0 52.6 63.3 67.2
BHOWIIEEE Y, ... i Wik SRomen SR SHeeons ey GOneens  Sonneny  seees i G 1 2.6
Undistributed offsetting receipts................... —84 =§.1 —12.3 —16.7 —14.1 —14.7 —=2.6 =19.1 —15.8 —18.5 —223 —25.1
Total budget outlays................... 2114 232.0 247.1 269.6 326.2 366.4 94.7 402.7 450.8 493.7 563.6 615.8

*$50 million or less.
! Includes civilian and military pay raises for the Department of Defense.
2Includes allowances for civilian agency pay raises and contingencies for relatively uncontrollable programs, welfare reform and other requirements.
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Table 3. BUDGET OUTLAYS BY FUNCTION AND SUBFUNCTION, 1971-83

(In billions of dollars)

Actual Estiqlate
Function and subfunction 1971 1972 1973 1974 1975 1976 10 1977 1978 1979 1980 1981 1982 1983
National defense:
Department of Defense—Military:

Military personnel ............ccccooevenneee. 22.6 23.0 23.2 23.7 25.0 25.1 6.4 25.7 21.1 28.4 30.6 31.7 32.2 32.5

Retired military personnel................... 3.4 39 4.4 5.1 6.2 1.3 1.9 8.2 9.2 10.3 11.9 13.7 16.1 17.9

Operation and maintenance................. 20.9 21.7 21.1 22.5 26.3 21.8 1.2 30.6 33.6 36.4 40.9 46.4 49.9 53.4

Procurement ...........ccooooveeecrereeneenne. 18.9 17.1 15.7 15.2 16.0 16.0 3.8 18.2 20.0 25.4 21.6 30.5 36.1 43.6

Research and development.................. 1.3 1.9 8.2 8.6 8.9 8.9 2.2 9.8 10.5 11.2 12.9 14.8 15.9 17.8

Military construction and other*......... 1.4 1.5 d 2.4 2.5 2.8 4 3.1 2.7 3.3 3.5 5.6 11.5 16.5

Subtotal, Department of De-
fense—Military............ccc........... 74.5 75.1 13.2 77.6 84.9 87.9 21.9 956  103.0 1150 1274 1427 1616 1817
Atomic energy defense activities............. 1.4 1.4 1.4 1.5 1.5 1.6 4 1.9 2.1 2.5 3.0 34 3.6 4.0
Defense-related activities......................... ~* 1 -1 =12 —.8 —* —* * 1 Bl ¥ 2 2 2
Deductions for offsetting receipts............ —* —* —* —* —* —* o —* —* —* —* —* —* —*
Total national defense ................ 75.8 76.6 745 77.8 85.6 89.4 22.3 975 1052 1177 1304 1462 1655 1859
International affairs:
Foreign economic and financial assist-

ANCE........cverrrrenesreessscesssneasessssasssonns 2.8 3.1 2.4 2.9 3.6 3.3 1.4 3.9 4.6 4.7 6.0 6.2 6.8 1.2
Military assistance.............ccccoevvvevrenecnne 1.0 7 8 1.3 1.9 1.1 9 6 D 6 9 8 b 2
Conduct of foreign affairs ....................... 4 5 5 6 v 1 3 1.0 1.1 1.3 1.4 1.5 1.6 1.8
Foreign information and exchange activi-

B e i isiesiins 2 b 3 2 3 4 1 4 4 9 k- 6 6 b
International financial programs.............. —.2 2 1 b » 5 | -9 -9 —.6 -9 1.7 | b 1.2
Deductions for offsetting receipts............ —* —* —.1 —-.1 —.1 -1 —* —.1 -.1 —.1 —.1 .1 -.1 —-.1

Total international affairs .......... 4.1 4.7 4.1 5.7 6.9 5.6 2.2 4.8 5.9 6.1 10.4 9.6 10.2 11.2
General science, space, and technology:
General science and basic research......... 1.0 1.0 1.0 1.0 1.0 1.0 3 1.1 1.2 1.3 1.4 1.6 1.6 1.7
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Space flight..........coovmeveeeeeeceeeen. 2.0 1.9 1.7 1.7 1.7 2.0 B 2.3 2.3 2.2 2.7 3.0 3.1
Space science, applications, and technol-

17 8 1.0 1.0 9 1.0 1.0 3 1.0 1.0 1.2 1.3 1.4 1.6 8
Supporting space activities...................... 4 3 3 3 3 4 | 3 4 4 4 4 .6 6
Deductions for offsetting receipts............ —* —* —* —* —* —* —* —* —* —* —* —* —* !

Total general science, space,
and technology........................ 4.2 4.2 4.0 4.0 4.0 44 1.2 4.7 4.7 5.0 5.9 6.4 6.9
Energy:
T 9 1.1 1.0 5 1.7 2.5 b 33 4.0 4.9 5.5 4.5 4.5
Energy ConServation ... i e e * " 1 " 1 2 3 6 1.2 2.5
Emergency energy preparedness............ e cveveiens e ereeaenaeens * 1 1 9 1.0 8 1.3 2.9
Energy information, policy, and regula-
BON e, 2 2 2 3 4 b 1 1 8 1 9 1.2 1.2
Deductions for offsetting receipts............ —* —* —* —* —* .1 —* —* —* —.1 —.1 —.1 —.1
Total energy........c.cccccceuvvnnnnneee. 1.0 1.3 1.2 8 2.2 3.1 8 4.2 5.9 6.9 1.8 8.1 11.0
Natural resources and environment:
Water resources..............coevveuencrennennnnn. 1.8 2.0 2.2 2.2 2.6 2.8 8 3.2 3.5 3.9 4.2 4.1 4.6
Conservation and land management........ 9 8 7 7 1.3 1.2 9 1.3 2.0 1.9 2.3 2.2 2.3
Recreation resources ...............ccccevvvennee. 9 D 6 1 8 9 3 1.0 1.4 1.5 1.5 15 1.7
Pollution control and abatement.............. 7 8 1.1 2.0 2.5 3.1 1.1 4.3 4.0 4.7 49 5.1 5.4
Other natural resources.............cccoooe....... 9 6 b / 8 9 2 1.0 1.2 1.3 1.4 1.5 1.5
Deductions for offsetting receipts............ -4 —4 —.9 - —.7 —.8 -3 -8 =11 =12 -14 16 —18
Total natural resources and en-
G 39 4.2 4.8 5.7 1.3 8.1 2.5 10.0 10.9 12.1 12.8 12.8 13.7
Agriculture:
Farm income stabilization........................ 3./ 4.6 4.1 1.5 8 1.6 3 4.5 6.6 49 3.3 1.4 1.5
Agricultural research and services........... b N 8 8 9 9 2 1.1 1.1 1.3 1.4 1.4 1.5
Deductions for offsetting receipts............ - ¥ = i ¥ . * —* " * =% =" =
g Total agriculture......................... 4.3 5.3 4.9 2.2 1.7 2.5 .6 5.5 1.7 6.2 4.6 2.8 3.0

See footnotes at end of table.
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Table 3. BUDGET OUTLAYS BY FUNCTION AND SUBFUNCTION, 1971-83—Continued

(In billions of dollars)

Actual Estimate
Function and subfunction 1971 1972 1973 1974 1975 1976 T 1977 1978 1979 1980 1981 1982 1983
Commerce and housing credit:
Mortgage credit and thrift insurance....... -3 A 1.5 2.8 1.2 3 =33 2 .1 19 28 -9 —.9
ST R — 22 1.8 1.6 1.7 1.9 1.7 9 2.3 1.8 1.8 1.7 1.6 1.6 1.5
Federal FINANCING BANK .........cocovviiiiiis cvrviiiie vrvrieiis vevniienee i et senvnninns esaesaenans s, sdesesens ssensnuorns -3 .2 =] =]
Other advancement and regulation of
(] S 5 8 6 ) 9 9 & 1.1 1.3 1.5 2.1 2.1 2.2 2.2
Deductions for offsetting receipts............ =1 =¥ —* —* = = = - ¥ » = =5 = ™
Total commerce and housing
credit..........c.oooovveiiiee 24 2.2 9 3.9 5.6 3.8 14 —* 33 2.6 5.5 g 3.2 3.1
Transportation:
Ground transportation..............ccccouueunne. W, 54 5.6 5.6 6.5 9.3 2.3 10.0 10.4 12.1 13.6 13.8 15.0 16.2
TR T O — 1.8 1.9 2.2 2.2 2.4 2.6 6 2.8 3.3 3.4 3.8 4.0 4.1 4.4
Water transportation ...............cccocvvnneee. 1.1 1.1 1.2 1.4 L5 1.6 4 1.7 1.9 2.0 2.2 2.3 2.4 2.5
Other transportation .............c.ccoevvevueeee. . o 1 x| 1 1 . 5 | 1 o 3 1 1 1
Deductions for offsetting receipts............ —* —* _* —.] —.1 —* —* = =1 =it =) -.1 -1 .1
Total transportation..................... 8.1 8.4 9.1 9.2 104 134 33 14.6 154 17.5 19.6 20.2 21.6 23.2
Community and regional development:
Community development.............cccccoouee.. 1.7 2.1 2.0 2.1 2.3 2.8 9 34 3.3 4.0 4.5 5.0 5.2 5.3
Area and regional development ............... 8 9 1.0 1.3 1.1 1.5 3 23 49 3.9 2.1 3.0 34 3.6
Disaster relief and insurance................... 4 4 1.6 8 4 R h | 6 2.9 1.6 1.3 3 8 1.0
Deductions for offsetting receipts............ — il ¥ ¥ L S ¥ i _* % _* _* _* _*
Total community and regional
development ............... et 29 34 4.6 4.1 3.7 438 13 6.3 11.0 9.5 8.5 8.8 9.4 9.9
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Education, training, employment, and
social services:
Elementary, secondary, and vocational

eAUCALION ..., 35 4.0 3.7 3.8 4.6 4.7 1.2 5.1 5.7 6.7 7.3 1.8 9.2 9.9
Higher education ...............cccccoovvvrveneeeee. 1.4 1.4 1.8 1.3 2.0 2.7 N 3.1 3.5 4.5 5.5 5.2 25 6.2
Research and general education aids ...... 5 5 7 9 9 8 2 3 1.1 1.2 1.4 14 1.5 1.6
Training and employment .............cc........ 2.0 2.9 3.3 2.9 4.1 6.3 1.9 6.9 10.8 10.8 10.4 11.3 11.8 12.3
Other labor SErvices ...........ccovvervevecunee 2 2 2 2 3 3 1 4 A 9 6 b b 6
SOCIAl SBIVICES.......veeeeeereereeerereeeseereeeneens 2.2 3.9 3.3 3.2 3.9 4.0 1.0 4.6 50 5.9 5.5 5.7 6.0 6.3
VORI . i inmins e waenn SN GREOY GRGEY GG GIGRGNE SN GOROESE  GHOGRGE GO SN o 3 8
Deductions for offsetting receipts............ — - =¥ =¥ =¥ = =¥ % - = =% —* = =

Total education, training, em-
ployment, and social serv-

JCBS ..c.ovsiiciviiioninassausinnavassss 9.8 125 12.7 12.3 15.9 18.7 L 21.0 26.5 29.7 30.7 32.0 35.0 37.7
Health:

Health care Services.............ccccococevuunecne. 12.6 15.0 16.0 19.1 24.2 29.4 1.1 34.5 39.1 45.1 51.6 57.3 65.2 739
Health research..............ocoevveevvevenenneee. 1. 13 1.6 1.7 1.9 2.3 D 2.5 2.8 3.0 3.3 3.6 3.9 4.1

Education and training of health care
WOTK fOCe ..o 7 7 9 8 9 1.0 K 1.0 9 6 1 6 7 8

Consumer and occupational health and
T R . S 3 4 4 5 6 1 2 7 8 9 1.0 1.0 1.1 1.1
Deductions for offsetting receipts............ - —* —* —* —* —* —* —* —* - = —* - -
Toktal health...............cocvininiviain 14.7 17.5 18.8 22.1 27.6 334 8.7 38.8 43.7 49.6 56.6 62.4 70.8 79.9

Income security:
General retirement and disability insur-

AR 37.5 42.0 51.7 58.6 69.4 11:2 20.9 88.6 97.3 1085 1246 1441 1613  179.8
Federal employee retirement and disabil- '

1 U 3.2 3.8 4.5 5.6 1.0 8.2 2.3 9.5 10.7 12.4 14.6 17.1 19.4 21.7
Unemployment compensation................... 6.2 /.1 5.4 6.1 13.5 19.5 4.0 15.3 11.8 10.7 15.6 18.8 17.4 15.6
Public assistance and other income sup-

PIBMENES ... 8.6 11.1 11.4 14.1 18.8 22.6 5.6 24.5 26.5 28.6 36.1 40.1 43.6 46.9

See footnotes at end of table.
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Table 3. BUDGET OUTLAYS BY FUNCTION AND SUBFUNCTION, 1971-83—Continued

-3
N (In billions of dollars)
Actual | Estimate
Function and subfunction 1971 1972 1973 1974 1975 1976 10 1977 1978 1979 1980 1981 1982
Deduction for offsetting receipts.............. —* —* —* - —* —* - * 5 —* —* —* —*
Total income security................. 55.4 63.9 73.0 844 1086 1274 328 1379 1462 1602 1909 220.0 2417
Veterans benefits and services:
Income security for veterans................... 6.0 6.3 6.5 6.8 1.9 8.4 2.1 9.2 9.7 10.8 11.7 13.0 14.2
Veterans education, training, and reha-
bilitation...........oooevreeeecere, 1.7 2.0 2.8 3.2 4.6 9.5 8 3.7 3.4 2.8 2.2 1.9 1.5
Hospital and medical care for veterans... 2.0 2.4 2.7 3.0 3.7 4.0 1.0 4.7 5.3 5.6 6.4 6.4 6.8
Veterans housing.............cccocceervcvnincnncnne —.2 -3 —.4 — : —.1 - ~.1 o 2 - 3 :
Other veterans benefits and services....... 3 S 4 4 9 6 1 9 6 6 1 7 N
Deductions for offsetting receipts............ —* —* —* —* —* —* —* —* —* —* —* —* —*
Total veterans benefits and
SEIVICES ... 9.8 10.7 12.0 134 16.6 18.4 4.0 18.0 19.0 19.9 20.8 21.7 23.2
‘Administration of justice:
Federal law enforcement activities .......... / 8 1.0 1.1 1.3 1.5 4 1.7 1.8 2.0 2.2 2.3 2.3
Federal litigative and judicial activities.... 3 k. 4 4 5 b4 2 8 9 1.1 1.4 1.5 1.5
Federal correctional activities.................. 1 1 1 iZ 2 2 1 £ 3 3 3 4 4
Criminal justice assistance ...................... b 4 b 8 9 9 2 8 N 1 6 b N
Deductions for offsetting receipts............ =% _* ~f* = - = — =" —* - - - "
Total administration of justice .. 1.3 1.6 2.1 2.5_ 29 3.3 R 3.6 3.8 4.2 4.5 4.7 4.9
General government:
Legislative functions..............ccccoouevruneens 3 4 4 0 b v 2 8 9 9 1.1 1.1 1.1
Executive direction and management ...... 5 1 1 1 1 R | * B 1 1 | b A
Central fiscal operations..............cco........ 1.0 1.2 1.2 1.3 1.8 1.8 4 1.9 2.1 2.3 2.1 2.8 2.9
General property and records manage-
S b ¥ 9 1.0 4 1 1 1 2 2 3 4 5
Central personnel management................ 1 1 1 1 | 1 . 1 J 1 2 2 2
Other general government...................... 1 2 2 4 4 4 2 4 3 b 1 5 5
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Deductions for offsetting receipts............
Total general government ..........

General purpose fiscal assistance:
General revenue sharing.............cccco.......
Other general purpose fiscal assistance...

Total general purpose fiscal as-
sistance.............cccooeveevccnennnns

Interest:
Interest on the public debt......................
Other interest...........cooovveeiveeeeeeiecs

Total interest..............covevvvvennn.

Allowances:
Civilian agency pay raises......................
National health insurance........................
Contingencies for other requirements......

Total allowances.............cooo.......

Undistributed offsetting receipts:
Employer share, employee retirement......
Interest received by trust funds..............

Rents and royalties on the Quter Conti-
nental Shelf ............o.oovveeeveeeecns

Total undistributed offsetting
receipts.........ccoovveeveccienn

Total budget outlays...................
See footnotes at end of table.

—.2 —.2 -3 —.2 —.2 —.2 —.1 —.2 —.2 —.1 —.2 —.1 —.1 —.1
2.0 24 2.6 3.2 31 2.9 9 33 3.7 4.2 4.9 49 5.1 5.1
........................ 6.6 6.1 6.1 6.2 1.6 6.8 6.8 6.9 6.9 6.9 6.9 6.9
3 d i 8 1.1 1.0 8 2.1 2.8 1.5 1.8 2.8 2.8 2.4

9 J 14 6.9 12 1.2 2.1 9.5 9.6 8.4 8.7 9.6 9.7 9.3

21.0 21.8 24.2 29.3 32.7 37.1 8.1 41.9 48.7 59.8 13.3 719.4 82.0 83.6
-14 -13 -14 -13 —-18 26 -9 -39 47 -73 -100 -122 -—-140 —1583
19.6 20.6 22.8 28.0 30.9 34.5 1.2 38.0 44.0 52.6 63.3 67.2 68.0 68.3
.................................................................................................................................... 1.1 3.3 5.3
............................................................................................................................................................ 24.1
........................................................................................................................ 1 1.5 6.5 /.1
........................................................................................................................ X | 2.6 9.8 36.5
-26 -28 -29 -33 —-40 -—-42 -10 45 50 -53 59 —62 —64 —6.5
—48 51 54 —66 —77 —18 -3 =81 =85 =99 115 -—-130 —141 —154
—11 -3 —-40 -—-67 -24 -27 -13 -24 23 33 —-48 —-60 —60 —6.0
-84 81 -—-123 -—-167 —141 -—-147 —26 —151 —158 —185 —223 —-251 —264 —279
2114 2320 247.1 2696 3262  366.4 947 4027 4508 4937 5636 6158 6863 7743
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Table 3. BUDGET OUTLAYS BY FUNCTION AND SUBFUNCTION, 1971-83—Continued
(In billions of dollars)

Actual Estimate
Function and subfunction 1971 1972 1973 1974 1975 1976 1Q 1977 1978 1979 1980 1981 1982 1983
Outlays of off-budget Federal entities:
Energy: ENGrgy SUPDLY ..o evereeres e, A g r ] 2 —.1 A4 A " ll ey aivessomads
Commerce and housing credit:
POSIA] SBIVICE.............oooeoeveeeeeres e reeeenies everieras 8 11 11 -7 ~.2 -5 —.5 2 L6 -1 9
Federal FInancing Bank....................... e coomvverene eveerinens A 6.4 5.9 26 82 106 132 164 16.3 15.0 118
Total commerce and housing
(-1 OO 9 7.5 6.9 18 80 101 12.3 16.6 17.9 14.9 127
Transportation: Ground transportation ..... — ............ LERRR, bl sl . A . 2 A A A A A ¥
Community and regional - development:
Area and regional development........... ... oo * o A A b il A ¥ 2 o A 2
Income security: General retirement and
AISADILY INSULAMCE .............ooveoeeeeerene eveeriinss ervvveene vvsersinss sessssnases —* —* —* -* -* - ® s . g - *
Outlays off-budget Federal entities. — ............ ... A 14 81 /.3 18 87 103 124 16.8 18.1 151 12.9
Outlays including off-budget Feder-
3l CALIHES ...........coveeerecrrarrrrnne. 214 2320 2Ml1 LI 342 3737 965 4114 4612 S06.1 5803 6339 7014 7872
*$50 million or less.

' Includes allowances for civilian and military pay raises for Department of Defense.
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Table 4. COMPOSITION OF BUDGET OUTLAYS IN CURRENT AND CONSTANT (FISCAL YEAR 1972) PRICES, 195883

(In billions of dollars)

Current prices

Constant (fiscal year 1972) prices

Nondefense Nondefense
Fiscal year Total National Total Payments Net All Total National Total Payments Net All
outlays defense non- for interest other outlays defense non- for interest other
defense individuals defense individuals
VIR ocscnvnam s 82.6 43.7 38.9 20.5 5.6 12.7 141.6 74.0 67.6 29.5 16.2 21.9
5 A SO SRS 92.1 46.0 46.1 22.3 5.8 18.1 153.7 75.3 18.4 317 16.5 30.2
TR N | IS 92.2 45.2 47.1 23.6 6.9 16.5 150.6 73.8 76.8 33.1 16.3 21.4
G (P i T N O 97.8 46.6 51.2 21.3 6.7 17.1 156.7 74.8 81.9 37.8 16.2 21.9
i TR S L 106.8 49.0 97.8 28.7 6.9 22.2 168.4 11.2 91.2 39.2 16.6 354
BOEL oo ciinas cmncanossasmsssaansnsesssseniasses 111.3 50.1 61.2 30.4 1.1 23.1 170.4 76.8 93.6 41.1 16.8 35.7
& S Y . LY L 118.6 51.5 67.1 31.6 8.2 21.3 177.1 17.0 100.1 42.1 16.7 41.2
B i e R sy s s 118.4 47.5 71.0 32.3 8.6 30.1 173.0 69.3 103.7 42.5 16.7 44.5
[+~ SR S 134.7 5.9 79.8 36.2 94 34.2 187.7 76.3 111.4 46.7 16.4 48.2
LI .c..cocniimscimmmssessasmqsavsemmsuississnssucassaason 158.3 68.2 90.0 43.1 10.3 36.7 211.8 92.0 119.8 53.8 16.1 49.8
1968.........oeeeeecee st 178.8 /8.8 100.1 48.7 11.1 40.3 229.3 101.4 127.9 58.9 16.9 52.1
i T O AT N . 184.5 794 105.1 3.3 12.7 37.2 222.9 97.9 125.0 63.8 15.5 45.8
L7 e S 196.6 13.6 118.0 63.2 14.4 40.5 220.6 90.3 130.3 68.8 15.0 46.6
7 2 S S 2114 75.8 135.6 18.7 14.8 42.1 2229 81.2 141.7 81.5 15.2 45.0
- LY S T L SO e 232.0 16.6 155.5 90.8 15.5 49.2 232.0 76.6 155.5 90.8 15.5 49.2
|, A (W 24].1 74.5 172.5 102.1 17.3 53.1 233.3 70.0 163.3 98.1 154 49.8
., S S A 269.6 718 191.8 117.5 21. 52.9 232.0 67.9 164.0 103.7 14.3 46.0
i | - I WA, SN 326.2 85.6 240.6 150.4 23.2 67.0 253.6 67.2 186.4 119.5 14.6 52.4
& ;I S 366.4 89.4 277.0 176.6 26.7 13.7 266.6 65.6 201.0 131.0 16.4 53.7
- ) { R A N ¢ R 402.7 97.5 305.2 192.4 29.9 83.0 272.2 66.5 205.7 132.7 174 95.6
1978 450.8 105.2 345.6 206.5 354 103.8 282.0 66.6 215.4 133.1 17.8 64.5
It 493.7 117.7 376.0 221.5 42.6 105.9 280.0 69.3 210.7 132.8 17.0 60.9
1980 estimate...........cccccooevveveerercreeen. 963.6 130.4 433.2 266.9 51.8 114.6 286.3 70.7 215.6 138.6 16.3 60.7
1981 estimate.............coceveeveeveeercercrrns 615.8 146.2 469.5 302.6 94.2 112.7 286.8 13.2 213.5 143.3 15.3 54.9
1982 estimate ...........ccooovvevveveeriernes 686.3 165.5 520.8 3334 53.9 133.5 296.6 76.6 220.0 145.6 14.2 60.2
1983 estimate ...........occoovveveeeeeeerece. 774.3 185.9 588.5 390.4 53.0 145.1 312.3 80.0 232.3 158.5 13.2 60.7
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Table 5. BUDGET AUTHORITY AND OUTLAYS BY AGENCY

(In millions of dollars)

Budget authority Outlays

Department or other unit 1979 1980 1981 1979 - 1980 1981
actual estimate estimate actual estimate estimate
Legislative branch............c.cccccouvnunce. 1,109 1,294 1,304 1,077 1,331 1,318
TR S . . i coiiosaitionse 520 624 655 480 623 649
Executive Office of the President....... 82 101 107 80 100 105
Funds appropriated to the President.. 5921 13,031 11,355 2,623 9,505 9,263
R o o enacrniensnensitonchns 24,544 24,684 24,622 20,636 23,624 20,084
P e B AN 2,995 3,683 3,421 4,072 3,561 3,416
Defense—Military *........cccoevvvveunnnee 125,004 138,635 158,155 115013 127,400 142,700
Defense—LCivil..........cooovveeeevereerereenes 2,197 2,889 3,046 2,908 3,230 3,052
ERICAEIIES i ccisivnscissininiinss 12,635 13,887 15,482 10,879 12,864 13,479
30 R RN — 10,325 10,467 10,170 7,893 7,681 8,689
Health and Human Services *............ 172,805 195411 222,949 170,303 193,745 219,333
Housing and Urban Development....... 31,135 35,687 40,408 9,213 11,636 11,776
R R S 4,685 4,649 4,704 4,087 4,219 4,242
[ R A 2,494 2,454 2,654 2,522 2,563 2,672
RO i o i b s b ssssasetanda 28,619 28,051 32,970 22,649 21,503 31,795
B S e e N O 1,732 2,094 2,343 1,548 1,971 2,171
Transportation...........cceeveeveececeennene. 17,237 17,842 20,503 15,486 17,347 17,873
[ S e 64,749 94,139 80,895 65,044 75,826 80,348
Environmental Protection A§ency ....... 5,402 4,686 5,341 4,800 4,984 5,197
National Aeronautics and Space Ad-

IRSEIEANION .. oo iviesessaennssesensenses 4,549 5,267 5,734 4,187 5,011 5,437
Veterans Administration..................... 20,467 21,171 22,684 19,887 20,711 21,697
Other independent agencies «............ 35,815 55,334 48,582 26,776 30,304 33,012
Allowances s............ it A ELT g TR 150 R 7 100 2,970
Undistributed offsetting receipts:

Employer share, employee retire-

B s isistcs i 52711 -=-5919 —6,161 —5271 5919 —6,161
Interest received by trust funds... —9,950 —11,539 —12958 —9,950 —11,539 —12,958
Rents and royalties on the Quter

Continental Shelf lands............. —-3267 —4800 —6,000 —3267 —4.800 —6,000

Total budget authority
and outlays.................... 556,732 653,974 696,080 493,673 563,583 615,761
MEMORANDUM
Portion available through current

action by Congress...........ccocnee.. 360,136 415957 432,892 213,741 233,519 254,287
Portion available without current

action by Congress....................... 264,626 318,253 351,778 187,374 229,739 266,429
Outlays from obligated balances ©..... covvvics e 109,519 129,750 142,900
Outlays from unobligated balances &.. ... it e 51,070 50,811 40,736
Deductions for offsetting receipts:

Intragovernmental transactions ..... —49,364 —58915 —63,159 —49364 —58915 —63,159

Proprietary receipts from the -

BRI ... e cnsrasesvonmsionaasassne —18,666 —21,321 —25432 —18,666 —21,321 —25432

Total budget authority
and outlays.................... 556,732 653,974 696,080 493,673 563,583 615,761

* Includes allowances for civilian and military pay raises for Department of Defense.

2 This agency assumes the education activities previously performed by the Department of Health, Education, and Welfare (HEW).
3 This agency, formerly part of the Department of Health, Education, and Weltare (HEW), has been designated the Department of Health and Human
Services. It assumed the health and welfare activities of HEW. o _
* Includes budget authority and outlays of the General Services Administration formerly displayed separately.
s Includes allowances for civilian agency pay raises and contingencies.
¢ Qutlays from appropriations to liquidate contract authority are included as outlays from balances.
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- Table 6. FEDERAL FINANCES AND THE GROSS NATIONAL PRODUCT, 1958-83

(Dollar amounts in billions)

Budget receipts Qutlays Federal debt, end of year
Gross Off-budget
Fiscal year national Unified budget Federal entities Total Total Held by the public
product Amount Percent
of GNP Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
of GNP of GNP of GNP of GNP of GNP
PROE . s cossain s asmassssnsstsssisbsmmusanidsmsamassssamsnssnsasis 442.1 79.6 18.0 82.6 IB7 cans.  dmendun 82.6 18.7 219.7 63.3 2264 51.2
O s scocomscscamsensimisommnsnsosshimaiisss s g asnsa 473.3 79.2 16.7 92.1 W eaton s 92.1 195 2878 608 2350 49.7
) R AL S N TR 497.3 92.5 18.6 92.2 188 o s 92.2 185  290.9 58.5 2372 47.7
PO E i i s s 508.3 94.4 18.6 97.8 1 - 97.8 192 2929 576 2386 46.9
o PR S o WLy - e, 546.9 99.7 182  106.8 WS o e 106.8 19.5 3033 555 2484 454
U S TP CU TS A 576.3  106.6 185 1113 I3 . e . ety 111.3 193 3108 539 2545 44.2
R oo ancoi s Ao iAo e B cansnas 616.2 1127 18.3 118.6 3. L S 118.6 19.2  316.8 514 2576 41.8
B i oot e i M g condiiinss 657.1 116.8 17.8 118.4 180 e e, 118.4 180 3232 492 2616 39.8
T9BB........o.oeeceeeeceec it rsassescsssnsesasensasseasnass 721.1 1309 18.1 134.7 18.7 s 134.7 18.7 3295 45.7  264.7 36.7
' B N 7744 1496 193 1583 4! U —— 158.3 204 3413 441 2675 345
| R AN A E— 8299  153.7 185 1788 Al 3 R — 178.8 21.5 3698 446 2906 35.0
1Y cicnmmnnsr R e 903.7 1878 208 1845 204 ot 184.5 204  367.1 406 2795 30.9
3 Ty Ry S-S N PP RN A 959.0 1937 20.2 196.6 205 s 196.6 20.5 3826 399 2849 29.7
. N NURCRSY PN 1 S R 1019.2 1884 185 2114 20.7 s e, 2114 20.7  409.5 40.2 3043 29.9
[ AU SRR P S0 AT 1,110.5  208.6 188 2320 209 s 232.0 209 4373 394 3238 29.2
' ¢ U LA W 18" SO 1,2375 2322 188 2471 20.0 1 * 247.1 200 4684 379 3430 21.1
1 NS DL S 0 O 1,359.2  264.9 195 2696 19.8 1.4 | 271.1 19.9  486.2 358  346.1 25.5
7 R SN TS 14573  281.0 193  326.2 22.4 8.1 b6 3342 229 5441 373 3969 21.2
. | SN SN U . O 1,621.0  300.0 18.5  366.4 22.6 1.3 4 3731 23.1 6319 390  480.3 29.6
3 i S S | WS SR 18433 3578 194 4027 21.8 8.7 S 4114 223 709.1 385  551.8 29.9
e O 1 I 2,060.4  402.0 19.5 4508 21.9 10.3 5 4612 224 7804 379 6109 29.7
LIT. e eecsccnmsancsiscssmmcsmsesitansspunsssasmammmusssnisssssssssansionsis 23134 4659 20.1 4937 21.3 12.4 5 506.1 219 8338 36.0 6446 21.9
DRI .ot sscinpiaifinimas bnaroiils 25180 52338 208  563.6 22.4 16.8 d 5803 230 8928 355 6889 214
IOUL AN ..o cnmimnimmaniisamss 2,764.4  560.0 21.7 6158 22.3 18.1 d 6339 229 9394 340 7220 26.1
5 v o ——— 31076  691.1 222  686.3 22.1 15.1 S 7014 226 9726 3 133 23.5
11 BT T S —— 3513.0 7988 22.7 T74.3 22.0 12.9 4 7812 224  988.8 28.1 7185 20.5
*0.05% or less.
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Table 7. SUMMARY OF FULL-TIME PERMANENT CIVILIAN EMPLOYMENT IN THE EXECUTIVE

BRANCH *

(Excluding the Postal Service)

As of September 30
1979 2 1980 1981 Change
actual estimate estimate 1980-81
T Sl e e Seie e N W 83,899 85,200 85,100 —100
R0 2 = sl L o esensittidnyhimands oot candomsnssansamans 29,127 30,800 31,200 400
Defense—military functions...........ccccovvovveeeervcvneecseceesrecenen, 885,990 886,000 885,000 —1,000
Defense—Civil FUNCHONS .........ccovviveveerrese s 28,592 28,400 25400 s
BRI R 5 o Kinennransanimerasvienspmsdinouresvnsiass.  (svinensssenseonne 6,100 6,000 —100
I S i R At 19,005 20,300 SRR
Health, Education, and Welfare............ccocovevveieeonencrcnnee. LG i S e i
Health and HUMAN SEIVICES ...........oeoveereeereeeeecesieressisesieee evereseeessaenes 140,900 138,800 —2,100
Housing and Urban Development ............ccccoovevereniccerrnnnnnee, 16,101 16,000 FO000 % oo s
B L R A R e R At 54,343 55,100 55,300 200
A Rl L el S Y b Sl St 52,743 55,700 55,400 —300
F o AL A S T e N Ml S DR 22,148 23,000 22,700 —300
I i o tacinssaciisosssmnioiRibenselibaedissssssnssaraianssiiss 22,130 21,900 22,000 100
A TR R A B N o A 70,166 71,700 712,200 500
([ AR SR NS VS ST ORI B 109,382 111,400 112,000 600
Environmental Protection Aency............cccoceveeerrecrenrenennnn, 10,153 11,000 11,200 200
National Aeronautics and Space Administration...................... 22,633 22,600 22,100 100
Veterans Administration .............cccccoveeeecesrersseeseeesessensenes 193,641 201,900 200800 —1,100
Other:
Agency for International Development ............cccccoevvunece WL (IO RN WIS o | g N
General Services AdminiStration............c.ccoeueveeveereirienens 32,187 34,700 34,900 200
International Communication Agency .........ccccoeveruerunnnces 8,020 8,400 B ek
International Development Cooperation Agency........cceee  eeevrerreenns 5,900 5,800 —100
Nuclear Regulatory Commission............cccoevvuemneeeninienrenen. 2,839 3,100 3,400 300
Office of Personnel Management.............c.cccoocevvruerienncnnn 6,276 6,600 B s s
Panama Canal CommISSION...........co..cvevereemeeeeeeereersnsnsenes 11,666 8,300 R
Small Business Administration.............cccccurvvereerrcennne. 4,372 4,700 B
Tennessee Valley Authority ..........cccoveveeceriveccieenicene 17,065 17,700 TR L.
IVISCEIANEOUS ... s ens e eneens 42,615 45,300 45,100 —200
T A S 1,893,391 1,922,600 1,920,000 —2,600
CONTINGENCIES “ ...t ssesses s essesaesnes saesasesssssaneas 700 2,000 1,300
T A R TS L S PR 1,893,391 1,923,300 1,922,000 —1,300
EXPECTEA 1APSE ........cocvereeieieseeieesies st esesisssiins eesessaesessnes —13000 =B000 ........
BRI i oot sonsramsensessssnsssmsonsmvansanasnemmsasnsssatsossans 1,893,391 1,910,300 1,909,000  —1,300

* Excludes Postal Service employment. Actual employment for 1979 was 532,627; employment for 1980 is estimated to be 531,800, and 532,100 for
1981. Also excludes developmental positions under the worker trainee opportunity program, as well as certain statutory exemptions.
2The 1979 column reflects the organizational structure as of September 30, 1979. Beginning with the 1980 column, the table reflects the changes
from the Department of Health, Education, and Welfare to the Departments of Education and Health and Human Services. The table also reflects the
change from the Agency for International Development to the International Development Cooperation Agency.
3Section 403 of the Department of Education Organization Act requires that the number of full-time equivalent positions in the Department be
reduced by 500 by the end of 1981. One hundred of that reduction will be taken in full-time permanent positions, the remaining 400 from temporary,

part-time, and intermittent positions.
+ Subject to later distribution.
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Table 8. BUDGET RECEIPTS AND OUTLAYS, 1789-1983

(In millions of dollars)

Bud%et _ Budget
Fiscal year Budget Budget surplus Fiscal year Budget Budget surplus
receipts outlays or receipts outlays or
deficit (—) deficit (—)
1789-1849....... 1,160 1,090 +70 | 1959........... 79,249 92,104 —12,855
1850-1900....... 14,462 15,453 —991 | 1960................ 92,492 92,223 + 269
Frrsir i <y S & T W 94389 97795 3406
1911-1915 . 3:517 3:568 49 | 100 99,676 106,813 —7,137
19161920 17,286 40195 —22.909 1963................ 106,560 111,311 —4,751
1964.......ocnn 112,662 118,584  —5922
1921, 5,571 5,062 +509 | 1965.............. 116,833 118,430 —1,596
|1V - 4,026 3,289 +736 | 1966............... 130,856 134,652 —3,796
1923.............. 3,853 3,140 VS [ Y S, 149,552 158,254  —8,702
1924................. 3,871 2,908 +963 | 1968........ 153,671 178,833 —25,161
1925.......cc0000000 3,641 2,924 +717 | 1969............ 187,784 184,548  +3,236
1926................. 3,795 2,930 B85 - | 1T0. i 193,743 196,588  —2,845
- i, e légg 1970 188392 211425 — 23,033
1929 3’862 3197 4734 1972, 208,649 232,021 —23,373
1930 4'058 3320 4738 1973, 232,225 247,074 —14,849
""""""""" ’ ' 1974............... 264932 269,620 —4,688
1991 3,116 3,577 N 7 ) S— 280,997 326,185 —45,188
1932 1924 4650  —2735 | 1976..u... 300,005 366,439 —66,434
1933, 1997 4598 —2602 | TQun 81,773 94,729 —12,956
{757 3,015 6645 © <=3630 | 1970w 357,762 402,725 —44,963
1935, 3,706 6497 <2791 .| 1978 401,997 450,836 —48,839
1936, 3,997 8,442 —4425 | 1979...... 465,940 493673 —27,133
1937 4356 7733 —2T1T | 98t ... 523829 563,583 —39,754
1938 ................. 5,588 6,765 - 1,177 1981 est 599 988 615 761 _ 15 773
1939.....on 4,979 8841 3867 | 3009 ek " ' ’
1940 6361 9' 156 3'095 1982 est........... 691,097 686,279  +4818
""""""""" ‘ : v 1983 est........ 798,844 774,335 +24,509
g ase) e 0764 | Totas incluing outlys ofoftbudget Federal entfes
127 G ———— 23,649 78,533 —54,884 i s
1944................ 44,276 91,280 —47,004 of off- Total budget
19450 ... 45,216 92,690 —47,474 Fiscal year pggg;‘, outlays g
1946................. 39,327 55,183 —15,856 entities deficit (—)
L 7 AL 38,394 34,532 43,862
1948................. 41,774 29773 +12,001 | 1973.......... 60 247,134 14,308
1949. 39,437 38,834 #6803 | BMsiiision 1,447 271,067 —6,135
1950 . 39,485 42597 . —3112 | 190 8,054 334239 —53,242
1976....cn..... 7,285 373,724 —73,719
1951, 51,646 45546 46,100 | TQ..oooooorooeene... 1,785 96,514 —14,741
1952....cou.... 66,204 62721 - <1517 1 1970....on. 8,684 411,409 —53,647
1953....c... 69,574 16,107 ~ —6,933 | 1978...........c..e 10,327 461,163 —59,166
1954............... 69,719 70,890 —1,170 | 1979........... 12,428 506,102 —40,162
11 S a—— 65,469 68,509 —3,041 | 1980 est........... 16,766 580,349 —56,519
19%................. 74,547 70,460  +4,087 | 1981 est.......... 18,090 633,851 —33,862
1987............ 79,990 76,741  +3,249 | 1982 est........... 15,078 701,357 —10,259
L 79,636 82575 —2939 | 1983 est......... 12852 787,187 +11,657

Data for 1789-1939 are for the administrative budget: data for 1940 and all following years are for the unified budget.

In calendar year 1976, the Federal fiscal year was converted from a July 1-June 30 basis to an Oct. 1-Sept. 30 basis. The TQ refers to the
transition quarter from July 1 to Sept. 30, 1976.

Off-budget Federal entity outlays begin in 1973.
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GLOSSARY !

AUTHORIZATION—Basic substantive legislation enacted by Congress that sets up
or continues the legal operation of a Federal program or agency. Such legisla-
tion is normally a prerequisite for subsequent appropriations, but does not
usually provide budget authority (see below).

BUDGET AMENDMENT—A formal request submitted to the Congress by the Presi-
dent, after his formal budget transmittal but prior to completion of appropri-
ation action by the Congress, that revises his previous budget request.

BUDGET AUTHORITY (BA)—Authority provided by law to enter into obligations
that will result in immediate or future outlays. It may be classified by the
period of availability (1-year, multiple-year, no-year), by the timing of congres-
sional action (current or permanent), or by the manner of determining the
amount available (definite or indefinite). The basic forms of budget authority
are:

Appropriations—budget authority provided through the congressional appropri-
ation process that permits Federal agencies to incur obligations and to make
payments.

Borrowing authority—statutory authority not necessarily provided through the
appropriations process, that permits Federal agencies to incur obligations and
to make payments from borrowed moneys.

Contract authority—statutory authority, not necessarily provided through the
appropriations process, that permits Federal agencies to enter into contracts or
incur other obligations in advance of an appropriation.

BUDGET RECEIPTS—Money, net of refunds, collected from the public by the
Federal Government through the exercise of its governmental or sovereign
powers, as well as through gifts, contributions, and premiums from voluntary
participants in Federal social insurance programs closely associated with com-
pulsory programs. Excluded are amounts received from strictly business-type
transactions (such as sales, interest, or loan repayments) and payments be-
tween Government accounts. (See offsetting receipts.)

BUDGET SURPLUS OR DEFICIT (—)—The difference between budget receipts and
outlays.

CONCURRENT RESOLUTION ON THE BUDGET—A resolution passed by both
Houses of Congress, but not requiring the signature of the President, setting
forth targets or binding Federal budget totals for the Congress.

CONTINUING RESOLUTION—Legislation enacted by Congress to provide budget
authority for specific ongoing activities when a regular appropriation for such
activities has not been enacted by the beginning of the fiscal year.

CONTROLLABILITY—In the President’s budget this refers to the ability of the
President to control budget authority or outlays during a fiscal year without
changing existing substantive law. The concept “relatively uncontrollable
under current law” includes outlays for open-ended programs and fixed costs,

! These definitions are consistent with those contained in the booklet, “Terms Used in the Budgetary Process”,
published by the General Accounting Office in July 1977.
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such as interest on the public and social security and veterans benefits, and
outlays to liquidate (pay for) prior-year obligations.

CURRENT SERVICES ESTIMATES—Estimated budget authority and outlays for
the upcoming fiscal year at the same program level as and without policy
changes from the fiscal year in progress. To the extent mandated by existing
law, estimates take into account the budget impact of anticipated changes in
economic conditions (such as unemployment or inflation), beneficiary levels,
pay increases, and benefit changes. The Congressional Budget Act of 1974
requires that the President transmit current services estimates to the Con-
gress. The current services estimates for 1981 are published in Special Analy-
sis A of the 1981 Budget.

DEFERRAL—Any action or inaction by an officer or employee of the United States
that temporarily withholds, delays, or effectively precludes the obligation or
expenditure of budget authority. Deferrals may not extend beyond the end of
the fiscal year and may be overturned at any time by either House of
Congress.

FEDERAL FUNDS—Funds collected and used by the Federal Government for the
general purposes of the Government. There are four types of Federal fund
accounts: the general fund, special funds, public enterprise (revolving) funds,
and intragovernmental funds. The major Federal fund is the general fund,
which is derived from general taxes and borrowing. Federal funds also include
certain earmarked collections, such as those generated by and used to finance
a continuing cycle of business-type operations.

FISCAL YEAR—The yearly accounting period for the Federal Government, which
begins on October 1 and ends on the following September 30. The fiscal year is
designated by the calendar year in which it ends; e.g., fiscal year 1981 is the
fiscal year ending September 30, 1981. (From fiscal year 1844 to fiscal year
1976 the fiscal year began on July 1 and ended on the following June 30.)

GOVERNMENT-SPONSORED ENTERPRISES—Enterprises with completely pri-
vate ownership, such as the Federal land banks and Federal home loans banks,
established and chartered by the Federal Government to perform specialized
credit functions. These enterprises are not included in the budget totals, but
financial information on their operations is published in a separate part of the
appendix to the President’s budget.

IMPOUNDMENT—Any action or inaction by an officer or employee of the Federal
Government that precludes the obligation or expenditure of budget authority
provided by the Congress (see deferral and rescission).

NATIONAL NEEDS—The end purposes being served by budget authority, outlays,
loan guarantees, and tax expenditures grouped by function. To achieve our
national needs, the Federal Government undertakes major missions that are
supported by basic programs:

Major missions—The purposes being served by the basic programs authorized to
carry out national needs. For purposes of the budget, major missions are
synonymous with subfunctions.

Basic programs—A set of activities directed toward a common purpose or goal,
undertaken in order to meet major missions.

OBLIGATIONS—Amounts of orders placed, contracts awarded, services rendered, or
other commitments made by Federal agencies during a given period, that will
require outlays during the same or some future period.

OFF-BUDGET FEDERAL ENTITIES—Organizational entities, federally owned in
whole or in part, whose transactions belong in the budget under current
budget accounting concepts but that have been excluded from the budget totals
under provisions of law. Information on these entities is presented in various
places in the budget documents.
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OFFSETTING RECEIPTS—Collections deposited in receipt accounts that are offset
against budget authority and outlays rather than being counted as budget
receipts. These collections are derived from other Government accounts or
from the public through activities that are of a business-type or market-
oriented nature. Offsetting receipts are classified as (1) intragovernmental
transactions or (2) proprietary receipts from the public.

OUTLAYS—Values of checks issued, interest accrued on the public debt, or other
payments made, net of refunds and reimbursements.

RESCISSION—Enacted legislation canceling budget authority previously provided
by the Congress.

SUPPLEMENTAL APPROPRIATION—AnN appropriation enacted as an addition to
a regular annual appropriation act. Supplemental appropriation acts provide
additional budget authority beyond original estimates for programs or activi-
ties (including new programs authorized after the date of the original appropri-
ation act) for which the need for funds is too urgent to be postponed until the
next regular appropriation. |

TAX EXPENDITURES—Losses of tax revenue attributable to provisions of the
Federal income tax laws that allow a special exclusion, exemption, or deduc-
tion from gross income or provide a special credit, preferential rate of tax, or a
deferral of tax liability affecting individual or corporate income tax liabilities.

TRANSITION QUARTER (TQ)—The 3-month period (July 1 to September 30, 1976)
between fiscal year 1976 and fiscal year 1977 resulting from a change in the
fiscal year from July 1 through June 30 to October 1 through September 30,
beginning with fiscal year 1977.

TRUST FUNDS—Funds collected and used by the Federal Government for carrying
out specific purposes and programs according to terms of a trust agreement or
statute, such as the social security and unemployment trust funds. Trust funds
are not available for the general purposes of the Government. Trust fund
receipts that are not anticipated to be used in the immediate future are
generally invested in interest-bearing Government securities and earn interest
for the trust fund.

ZERO-BASE BUDGETING (ZBB)—A process that emphasizes management’s respon-
sibility for planning, budgeting and evaluation. ZBB provides for analysis of
alternative methods of operation and various levels of effort. It places new
programs on an equal footing with existing programs by requiring ranking of
program priorities and thereby provides a systematic basis for allocating re-
sources.

For sale by the Superintendent of Documents, U.S. Government Printing Office
Washington, D.C. 20402

Stock No. 041-001-00184-1
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THE BUDGET DOCUMENTS

Data and analyses relating to the budget for 1981 are published in four docu-
ments:

The Budget of the United States Government, 1981 contains the Budget Message of
the President and presents an overview of the President’s budget proposals. It
includes explanations of spending programs in terms of national needs, agency
missions, and basic programs, and an analysis of estimated receipts including a
discussion of the President’s tax program. This document also contains a description
of the budget system and various summary tables on the budget as a whole.

The United States Budget in Brief, 1981 is designed for use by the general public.
It provides a more concise, less technical overview of the 1981 budget than the
above volume. Summary and historical tables on the Federal budget and debt are
also provided, together with graphic displays.

The Budget of the United States Government, 1981—Appendix contains detailed
information on the various appropriations and funds that comprise the budget. The
Appendix contains more detailed information than any of the other budget docu-
ments. It includes for each agency: the proposed text of appropriation language,
budget schedules for each account, new legislative proposals, explanations of the
work to be performed and the funds needed, proposed general provisions applicable
to the appropriations of entire agencies or groups of agencies, and schedules of
permanent positions. Supplementals and rescission proposals for the current year
are presented separately. Information is also provided on certain activities whose
outlays are not part of the budget totals.

Special Analyses, Budget of the United States Government, 1981 contains analyses
that are designed to highlight specified program areas or provide other significant
presentations of Federal budget data. This document includes information about:
alternative views of the budget, i.e., current services and national income accounts;
economic and financial analyses of the budget covering Government finances and
operations as a whole, and Government-wide program and financial information for
Federal civil rights and research and development programs; and some major ac-
complishments.

Instructions for purchasing copies of any of these documents are on the preced-
ing two pages of this volume.
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