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Part 1 

THE CURRENT BUDGET OUTLOOK 

Budget Totals 

The revised estimates in this document supersede the budget 
estimates and recommendations submitted to the Congress in 
January. 1/ They reflect: 

budget reductions and tax measures proposed as part of 
the Administration's anti-inflation program; 

reestimates of receipts and outlays in light of revised 
economic assumptions and more recent data; 

policy changes enacted by the Congress or proposed by 
the President since the January budget was issued; and 

technical reestimates. 

Table 1 compares the current estimates with the Administration's 
January figures. 

Table 1 . — BUDGET TOTALS 
(in billions of dollars) 

Surplus or 

Receipts Outlays Deficit (-) 

1979 Actual 465.9 493.7 -27.7 

1980 Estimate: January budget 523.8 563. 6 -39.8 
Current 532.4 568.9 -36.5 

1981 Estimate: 
January budget 600.0 615.8 -15.8 
Current 628.0 611. 5 16.5 

1982 Estimate: 
January budget 691.1 686.3 4.8 
Current 724.8 683.3 41.5 

1983 Estimate: 
January budget 798.8 774.3 24.5 
Current 837.8 759.0 78.9 

1/ The Congressional Budget Act of 1974 requires that the 
President submit to the Congress revisions of the 1981 
budget by April 10. This document meets that requirement. 
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The 1980 deficit is now estimated to be $36.5 billion, $3.2 
billion below the January estimate. The current estimate for 
1981 is for a surplus of $15.5 billion, rather than the $15.8 
billion deficit estimated in January. 

The $3.2 billion decrease in the 1980 deficit is the net result 
of an $8.0 billion increase in estimated outlays, partly offset 
by $2.6 billion in spending reductions; and an $8.6 billion 
increase in estimated receipts, including $3.4 billion from the 
gasoline conservation fee. 

The elimination of the 1981 deficit since January is the result 
of several factors: 

Revised economic conditions and technical reestimates, 
taken alone, increase estimated outlays by $13.0 billion 
in 1981. This results in a new March base estimate of 
$628.7 billion for 1981. 

Reductions of $17.2 billion below amounts in the March 
base are now proposed, resulting in a current outlay 
estimate of $611.5 billion for 1981. 

The revised economic outlook and congressional action on 
the windfall profit tax are expected to increase 
receipts by $12.0 billion. This produces a base 
estimate of $612.0 billion. 

Proposed tax changes affecting gasoline and the 
withholding of taxes owed on interest and dividends will 
increase total receipts to $628.0 billion* 

The President indicated that he would balance the budget in 
fiscal 1981 without additional tax increases. The proposals 
outlined above accomplish that. With the proposed tax changes, 
the budget will be in surplus by $16.5 billion. 

The surpluses projected for 1982 and 1983 increase to $23.3 
billion and $58.7 billion, respectively, assuming the base 
receipt estimates. The surpluses increase to $41.5 billion and 
$78.9 billion including estimated receipts from the tax on 
gasoline and diesel fuel and the withholding of taxes on interest 
and dividend income. 

Short-Range Economic Forecast 

Table 2 shows the current economic forecast for calendar years 
1980 and 1981 and compares it to the January forecast. Recent 
data indicate that the inflationary outlook has worsened 
significantly since the President's budget was prepared. During 
the first two months of this year, producer prices for finished 
goods increased at an annual rate of 20%, and consumer prices 
increased at an 18% annual rate. Accordingly, the forecast of 
inflation in consumer prices has been revised upward by about two 
percentage points during 1980, with much of this increase 
concentrated in the first half of the year. In 1981, inflation 
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is now projected to be about 9%, a significant reduction from 
1980 but higher than the January forecast. In the absence of the 
budget restraint measures proposed by the Administration and 
discussed in more detail in this document, the upward revisions 
in estimated inflation would have been greater. Interest rates 
have also been revised upward substantially in line with the 
higher projection of inflation. 

The Administration continues to forecast a recession for 1980, 
but this recession is now expected to occur later in the year. 
As a result, the rise in unemployment during 1980 is not expected 
to occur as early as forecast in January. By the end of calendar 
year 1981, however, the level of unemployment and real GNP are 
about the same as forecast in January. 
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Table 2•—SHORT-RANGE ECONOMIC FORECAST 
(calendar years; dollar amounts in billions) 

Major economic indicators: 
Gross national product, percent change, 
fourth quarter over fourth quarter: 

Current dollars 
Constant (1972) dollars..... 

GNP deflator (percent change, fourth 
quarter over fourth quarter) 

Consumer Price Index (percent change, 
fourth quarter over fourth quarter 1/. 

Unemployment rate (percent, fourth 
quarter) 

Annual economic assumptions: 
Gross national product: 

Current dollars: 
Amount 
Percent change, year over year... 

Constant (1972) dollars: 
Amount 
Percent change, year over year... 

Incomes: 
Personal income 
Wages and salaries 
Corporate profits 

Pr ice level: 
GNP deflator: 

Level (1972=100), annual average. 
Percent change, year over year... 

Consumer Price Index 1/: 
Level (1967=100), annual average. 
Percent change, year over year... 

January Forecast 
1979 1980 1981 

10.0 
0.8 

7.9 
-1.0 

11.7 
2.8 

9.1 9.0 8.6 

12.8 10.7 8.7 

5.9 7.5 
\ 

7.3 

2,369 
11.4 

2 ,567 
8.3 

2 ,842 
10.7 

1,431 
2.3 

1 ,423 
-0.6 

1 ,448 
1.7 

1,923 
1,227 

238 

2 
1 
,109 
, 342 
228 

2 
1 
, 314 
,478 
242 

165.5 180.4 196.3 
8.9 8.9 8.8 

217.6 243.4 265.8 
11.4 11.8 9.2 

Current Forecast 
Actual 
1979 1980 1981 

10.0 10.0 11.4 
1.0 -0.4 2.2 

9.0 10.4 9.1 

12.8 12.8 9.0 

5.9 7.2 7.3 

,369 2 ,621 2 ,885 
11.4 10.6 10.1 

,432 1 ,442 1 ,449 
2.3 0.8 0.4 

,924 2 ,131 2 ,340 
,228 1 ,353 1 ,493 
237 242 241 

165.5 181.7 199.2 
8.8 9.8 9.6 

217.7 247.9 271.5 
11.4 13.9 9.5 
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Table 2.—SHORT-RANGE ECONOMIC FORECAST (continued) 

Current Forecast 
January Forecast Actual 

1979 1980 1981 1979 1980 1981 

Unemployment rates: 
Total, annual average 
Insured, annual average 2/ 

Federal pay raise, October (percent) 3/•... 
Interest rate, 91-day Treasury bills 
(percent) 5/ 

5.8 7.0 7.4 
3.1 3.9 4.0 
7.0 6.2 4/ 8.0 

10.0 10.5 9.0 

5.8 6.7 7.3 
3.1 3.7 4.0 
7.0 6.2 4/ 8.5 

10.0 13.1 9.5 

1/ CPI for urban wage earners and clerical workers. Two versions of the CPI are now 
published, one for all urban consumers and one for urban wage earners and clerical 
workers. The index shown here is required by law to be used 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 include recipients of 
extended benefits under that program. 

2/ 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. 

4./ 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%. 

5/ 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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Budget Receipts 

Summary.—The current estimate of receipts reflects the energy 
legislation adopted by the Congress; the revised economic 
forecast; and several policy changes since the January budget was 
issued, including the tax measures that were announced as part of 
the Administration's anti-inf1 ation program. These 
anti-inflation initiatives are excluded from the March base 
estimate of receipts. 

March base estimate.—The March base estimate of 1980 receipts is 
$529.0 billion, $5.2 billion above the January estimate. 
Comparable"' receipts in 1981 are now estimated at $612.0 billion, 
an increase of $12.0 billion from the budget estimate of $600.0 
billion. Estimates of receipts in 1982 and 1983 are above the 
budget estimates by $15.5 billion and $18.8 billion, 
respectively. 

As shown in Table 3, substitution of the energy legislation 
adopted by the Congress for the Administration's proposals, 
together with changes in energy prices, increase receipts by $0.7 
billion in 1981 and reduce receipts by $1.2 billion in 1980, $0.3 
billion in 1982, and $0.8 billion in 1983. 
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Table 3 . — CHANGE IN BUDGET RECEIPTS 
(in billions of dollars) 

1980 1981 1982 1983 

January budget estimate 523.8 600 .0 691 . 1 798 .8 
Energy legislation as adopted 
by the Congress: 

Windfall profit tax 1/ -1.3 1 .0 1 .8 0 .9 
Energy tax credits 0.1 * 0 .1 -0 . 1 
Interest and dividend 
exclusion -0 .3 -2 .3 -1 .7 

Other * 0 .1 0 .2 

Subtotal, Energy -1.2 0 .7 -0 . 3 -0 .8 
Reduction in sugar import fees... -0.1 -0 . 2 -0 . 2 -0 .2 
Modification of cash management 
initiatives -0 . 2 * * 

Increase in passport and visa 
fees 0 .1 0 . 1 0 . 1 

Revised economic assumptions 6.5 11 .6 15 .9 19 .7 

March base estimate 529.0 512 .0 706 .6 817 .7 
Withholding of taxes on 
interest and dividend income.... 3 . 4 2 . 5 2 .8 

Gasoline conservation fee/motor 
fuels tax 3.4 12 .6 15 .7 17 .4 

Current estimate.. . * 532. 4 628 .0 724 .8 837 .8 

1/ Includes the effect of changes from the Administration's 
proposal and revised projections of energy prices. 

* $50 million or less. 

Other policy changes since January reduce receipts by $0.1 
billion in 1980, $0.3 billion in 1981, and $0.1 billion in 1982 
and 1983. These policy changes include a modification of the 
cash management initiative to accelerate the payment of customs 
duties; a proposed increase in passport and visa fees; and a 
reduction in sugar import fees, which was accomplished by 
administrative action earlier this year. Reestimates, reflecting 
the revised economic forecast, increase receipts by $6.5 billion 
in 1980 and $11.6 billion in 1981. The corresponding increases 
in 1982 and 1983 are $15.9 billion and $19.7 billion, 
respectively. 

Current estimate.—As part of his anti-inflation program, the 
President announced the following initiatives that affect 
recei pts: 

A temporary fee of $4.62 per barrel on imported crude 
oil. The cost of this fee, which will be effective as 
of March 15, will be shifted entirely to the production 
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of gasoline and is expected to increase gasoline prices 
by about 10 cents per gallon effective May 15. A 
gasoline and diesel fuels tax is proposed to replace the 
fee later this year. 

A proposal to withhold taxes on payments of interest and 
dividends to domestic taxpayers. 

These new initiatives increase receipts by $3.4 billion in 1980, 
$16.0 billion in 1981, $18.2 billion in 1982, and $20.2 billion 
in 1983. It should be emphasized that these increases are not 
proposed as a means of achieving a balanced budget. The 
President expects to meet that goal through spending cuts. 

Budget Authority and Outlays 

Summary.—The changes in budget authority and outlays from 
January to the current estimate reflect two different sets of 
changes: reestimates due to changes in economic assumptions and 
other reasons, and planned reductions necessary to achieve a 
budget balance. Table 4 summarizes the changes in outlays. For 
1981, reestimates increase outlays $13.0 billion to a March base 
estimate, excluding the effects of planned reductions, of $628.7 
billion. Planned reductions in outlays, including reduced 
interest costs, are $17.2 billion, resulting in a current 
estimate of $611.5 billion for 1981, a net reduction of $4.2 
billion since the January estimate. 

For 1980, reestimates have increased outlays $8.0 billion since 
January. These reestimates are partially offset by planned 
reductions of $2.6 billion, for a current 1980 outlay estimate of 
$568.9 billion. The major reestimates and planned reductions are 
described below. Additional detail by function appears in 
Part 2, and a detailed list of planned reductions is in Part 4. 
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Table 4 . — S U M M A R Y OF OUTLAY REESTIMATES AND PLANNED REDUCTIONS 
(in billions of dollars) 

Estimate 
1980 1981 

January estimate 563.6 615.8 
Reestimates: 

Department of Defense-military 4.0 5.7 
Other agencies: 

Due to economic assumptions 0.7 5.5 
Other changes 3.3 1.8 

Subtotal 8.0 13.0 

March base 571 . 5 628.7 
Planned reductions: 

Programs -2.4 -15.0 
Net interest -0.2 -2.2 

Subtotal -2.6 -17.2 

Current estimate... 568.9 611.5 

Changes from January to the March base, 1980 and 1981.—The major 
reestimates since January, excluding the effects of reductions, 
are shown in Table 5. The largest of these is for the Department 
of Defense-Military. This increase reflects higher than 
anticipated fuel and transportat ion costs and prices of other 
purchases, faster than anticipated spending in recent months 
under contracts previously let, and increased operations in the 
Persian Gulf/Indian Ocean area. 
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Table 5.—REESTIMATES FROM JANUARY TO THE MARCH BASE, 
1980 AND 1981 

(in billions of dollars) 

1980 Estimate 1981 Estimate 
BA Outlays BA Outlays 

January estimate 654.0 563.6 696.1 615.8 
Reestimates and other changes: 

DOD-Military 3.4 4.0 4.7 5.7 
Social security 1.2 1.4 1.5 
Unemployment compensation. -0.2 -1.0 -0.2 -0.4 
Net interest 1.0 1.0 3.1 3.1 
Foreign military sales 
trust fund 1.0 1.5 

Highway program 1.0 
Naval petroleum reserve 
recei pts: 

Reestimate -0.7 -0.7 — _ 

Windfall profit tax.... 0.2 0.2 0.4 0.4 
Medicare and medicaid 0.2 * 0.6 0.3 
Multilateral banks -0.6 0. l' * 
SBA disaster loans 0.4 0.3 0.1 
Export-Import Bank 0.4 0.7 0.3 0.8 
Federal Home Loan Bank 
Board 0.6 

Farm price supports 0.4 -0.6 
Offshore oil receipts 0.2 0.2 0.5 0.5 
Other 0.5 1.3 1 .2 1 .6 

Subtotal 7.0 8 .0 13.5 13.0 

March base 661.0 571.5 709.6 628.7 

* $50 million or less. 

Major reestimates in nondefense programs include: 

increases in social security budget authority due to 
higher than expected tax collections and in outlays due 
to cost-of-living adjustments, offset in part by 
reestimates of outlays based on recent experience; 

decreases in unemployment compensation due to lower than 
previously projected unemployment; 

increases in net interest because of higher than 
previously expected interest rates; 

— an increase in the foreign military sales trust fund 
obligations, which equate to budget authority, based on 
actual rates during the first half of 1980; 
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an increase in 1980 outlay estimates for highways, which 
requires a supplemental appropriation to liquidate 
obligations that are being realized by States faster 
than previously expected; 

a corrected, higher estimate for 1980 naval petroleum 
reserves receipts — which reduce outlays — partially 
offset by a decline in offsetting receipts due to the 
application of the windfall profit tax to these 
receipts. This offset does not affect the budget 
deficit, since it is also recorded as a budget 
receipt; and 

increases for medicare and medicaid due to higher tax 
collections resulting from inflation, which increases 
medicare budget authority, and higher State estimates of 
medicaid spending . 

Other major changes affect multilateral banks, the Export-Import 
Bank, the Federal Home Loan Bank Board, farm price supports, and 
offshore oil receipts. 

Planned reductions from the March base to the current estimate. 
1980 and 1981 . — T h e continuation of unacceptably high inflation 
has required a thorough review of spending in order to restrain 
its growth and to achieve a budget balance in 1981. This 
requires that many necessary existing programs be tightly 
restrained, and that proposals for new programs be withdrawn. 
The planned reductions have been carefully reviewed so that no 
single area is forced to bear substantially more or less than its 
share of the burden. Virtually every Federal agency is affected. 
Budget restraint and a budget balance are essential elements of 
the President's program to combat the current high rate of 
inflation. The planned reductions, shown in Tables 6 and 7 and 
described on the following pages, are planned in order to help 
bring the budget into balance. 

Table 6 shows the planned reductions for 1980. They decrease 
budget authority $5.2 billion and outlays $2.6 billion from the 
March base. The largest reductions of new initiatives are for 
energy programs and economic development. Much of the outlay 
effect of these reductions occurs in later years. 
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Table 6 . — P L A N N E D REDUCTIONS FROM THE MARCH BASE TO THE 
CURRENT ESTIMATE, 1980 
(in billions of dollars) 

1980 Estimate 
Budget 

Authority Outlays 

January estimate 654.0 563.6 
Reestimates 7.0 8.0 

March base 661.0 571.5 
Planned reductions due to: 

Deferral or reduction of new 
initiatives: 

Energy initiative -0.8 -0.2 
Economic development -0.4 -0.1 
Delete antirecession fiscal 
assistance -0.1 -0.1 

Aid to Pakistan -0.1 -0.1 
Other -0.1 -0.1 

Subtotal -1.6 -0.6 
Shift from semi-annual to annual 
indexing -0.2 -0.2 

Other changes: 
Department of Defense-military -1.1 -0.3 
Education programs -0.4 -* 
Health and human services programs.. -0.3 -0.1 
Export-Import Bank loans -0.3 -* 
Land and water conservation fund.... -0.3 -0.1 
Department of Labor -* -0.4 
Delay oil purchases for the 
strategic petroleum reserve -0.2 

Other -0.8 -0.5 

Subtotal -3.2 -1.6 

Subtotal, planned program 
reductions -5.0 -2.4 

Net interest -0.2 -0.2 

Current estimate 655.8 568.9 

* $50 million or less. 

A proposal to shift to annual indexing for Federal employee 
retirement, including military, and for food stamps and child 
nutrition programs — rather than having two increases per 
year — will result in savings estimated at $0.2 billion in 1980 
outlays, and will make cost-of-living adjustment procedures for 
Federal programs more uniform and equitable. 
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Other changes include: 

reductions in defense programs; 

reductions in budget authority for forward-funded 
education prog rams; 

reductions in health professions training and other 
discretionary health programs; 

reductions in the public service employment program and 
phase out of welfare reform demonstration projects; 

a lower level of loans for the Export-Import Bank; and 

reduced recreation grants and less Federal purchases of 
land from the land and water conservation fund. 

In addition to these program reductions, a lower deficit for 1980 
than is projected in the March base reduces borrowing 
requirements and therefore reduces net interest by $0.2 billion. 

Table 7 shows the planned reductions for 1981. Program 
reductions of $15.0 billion in 1981, and consequent reductions in 
net interest, result in the current outlay estimate of $611.5 
billion in 1981, $4.2 billion below the January estimate. 
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Table 7 . — P L A N N E D REDUCTIONS FROM THE MARCH BASE TO THE 
CURRENT ESTIMATE, 1981 
(in billions of dollars) 

1981 Estimate 
Budget 

Authority Outlays 

January estimate. 696. 1 615.8 
Reestimates 13.5 13.0 

March base 709.6 628.7 
Planned reductions due to: 

Deferral or reduction of new 
initiatives: 

Energy initiative -0.8 -1.1 
Economic development -0.4 -0.2 
Delay child health assurance program -0.4 -0.4 
Antirecession fiscal assistance -1.0 -1.0 
Delay welfare reform -0.9 -0.9 
Defer new water resources starts.... -0.6 -* 
Other -0.2 -0.4 

Subtotal -4.2 -4.0 
Shift from semi-annual to annual 
indexing -1.4 -1.5 

Other reductions: 
Elimination of State portion of 
general revenue sharing -2.3 -1.7 

Proposed local government 
transitional assistance program.... 0.5 0.5 

Department of Defense-military -1.5 -1.0 
Delay oil purchases for strategic 
petroleum reserve -0.8 

Export-Import Bank loans -0.5 -0.3 
Department of Interior programs -0.7 -0.4 
Department of Labor programs -1.5 -1.0 
Transportation programs -0.2 -0.7 
Education programs -0.6 -0.6 
Health and human services programs.. -0.6 -0.4 
Other -3.0 -3.1 

Subtotal -10.4 -9.5 

Subtotal, planned program 
reductions -16.1 -15.0 

Net interest -2.2 -2.2 

Current estimate 691.3 611.5 

* $50 million or less. 

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

March 1980



-19-

Among deferrals or reductions of new initiatives is a decrease in 
outlays of $1.1 billion for the energy initiative. This decrease 
includes a later effective date for the solar and conservation 
bank, deferrals of transportation energy initiatives, and 
reductions in the previously proposed increases for low-income 
energy assistance payments. The deletion of antirecession fiscal 
assistance saves $1.0 billion, and the delaying of v/elfare reform 
saves $0.9 billion. 

The proposal to shift from semi-annual to annual indexing reduces 
1981 outlays $1.4 billion. 

Other major program reductions include: 

elimination of the State share of general revenue 
sharing; the local government transitional assistance 
program is proposed to offset these reductions partially 
by assisting those local governments most adversely 
affected by consequent reduced State aid; 

program reductions and operating efficiencies in the 
Department of Defense-military functions; 

reductions in employment and training programs and 
phase-out of welfare reform demonstration; 

delays in the purchase of oil for the strategic 
petroleum reserve; 

reductions in some education programs, particularly 
higher education student assistance and support for 
elementary and secondary education; and 

reductions in health and human services programs, 
including delaying the start of the child health 
assurance program and other medicare and medicaid 
benefit expansions, cancelling new or expanded 
discretionary health and social services grants, and 
reducing various training, research and development, and 
evaluation activities. 

Included in these reductions is a Government-wide reduction in 
agency operating expenses. In addition to these planned program 
reductions, the budget surplus now estimated for 1981 reduces 
Federal borrowing requirements and therefore decreases net 
interest by $2.2 billion in 1981. 

The Credit Budget 

The 1981 budget proposed, for the first time, a system to 
restrain the growth of Federal credit activities. This system 
provides, where appropriate, for specific annual appropriation 
bill limitations on new obligations for direct loans and new 
commitments for loan guarantees. The Administration is now 
proposing that the limitations amounts for loan guarantees and 
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direct loans be reduced and that their application be extended to 
major programs previously exempt. 

Reestimates.—Total reestimates of direct loan obligations and 
loan guarantee commitments in 1980 are expected to be $1.4 
billion and $0.8 billion in 1981. Significant reestimates 
include: 

a $0.4 billion increase in 1980 and a $0.6 billion 
increase in 1981 of Commodity Credit Corporation price 
support direct loan obligations; 

a $0.2 billion increase in loan guarantee commitments 
for student assistance in 1980; 

a $0.9 billion increase in direct loan obligations and a 
$1.0 billion decrease of loan guarantee commitments in 
the Export-Import Bank in 1980; and 

a $0.6 billion increase in Federal Savings and Loan 
Insurance Corporation direct loan obligations in 1980. 

Proposed reductions.—Proposed reductions in total direct loan 
obligations and loan guarantee commitments are expected to be 
$1.9 billion in 1980 and $4.3 billion in 1981. Major items 
include: 

reductions of $0.3 billion in 1981 for Farmers Home 
Administration water and sewer direct loan obligations; 

reductions of $0.5 billion in 1981 in business 
development and medium-income housing loan guarantee 
commitments by the Farmers Home Administration; 

reductions of $0.5 billion in 1980 and $0.8 billion in 
1981 in economic development loan guarantee commitments 
in the Economic Development Administration; 

reductions of $0.3 billion in 1981 in shipbuilding loan 
guarantee commitments in the Maritime Administration; 

reductions of $0.9 billion in 1980 direct loan 
obligations and $1.3 billion in 1981 loan guarantee 
commitments for short- and medium-term export support by 
the Export-Import Bank; and 

reductions of $0.5 billion in 1981 small business 
guarantee commitments in the Small Business 
Administration. 

In the 1981 budget there were a number of credit programs for 
which specific limitations in appropriation bills were not 
proposed. Among them were the basic insuring activities of the 
Federal Housing Administration and the Government National 
Mortgage Association's mortgage-backed securities. The 
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Administration will now propose limitations applicable to these 
programs in the amounts estimated in the January budget in order 
to ensure appropriate oversight over the growth of these programs 
in future years. No new reductions in these programs are 
proposed because of conditions in the housing industry. However, 
the amounts for new guarantee commitments will now be limitations 
rather than estimates. This action will increase the amount of 
loan guarantee commitments subject to appropriation bill 
limitations from $29 billion to $63 billion, or from 38% of total 
commitments to 82%. 
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Table 8 . — C H A N G E IN THE CREDIT BUDGET TOTALS, 1980-1981 
(in billions of dollars) 

1980 1981 

January budget totals 134.9 142.1 
Reestimates: 

New direct loan obligations: 
On-budget: 

Commodity Credit Corporation price 
support 0.4 0.6 

Export-Import Bank 0.9 
Federal Savings and Loan Insurance 
Corporation 0.6 

Other 0.2 * 
Off-budget: 

Federal Financing Bank -0.5 0.6 
New loan guarantee commitments: 

Education: student assistance 0.2 
Export-Import Bank -1.0 
Other 0.1 0.2 

Guaranteed loans held as direct loans by the 
Federal Financing Bank 0.5 -0.6 

Subtotal, Reestimates 1.4 0.8 

Planned reductions: 
New direct loan obligations: 

On-budget: 
Farmers Home Administration: water 
and sewer loans -0.3 

Export-Import Bank -0.9 
Other -0.4 -0.3 

New loan guarantee commitments: 
Farmers Home Administration: business 
development and income housing support.. -0.5 

Economic Development Administration: 
development assistance -0.5 -0.8 

Maritime Administration: shipbuilding 
support -0.3 

Export-Import Bank: short- and 
medium-term export assistance -1.3 

Small Business Administration: business 
development and surety bond guarantees.. -0.5 

Other -0.1 -0.3 

Subtotal, Planned reductions -1.9 -4.3 

Current totals 134.4 138.6 

* $50 million or less. 
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Off-Budget Federal Entities 

Since the January budget, outlay estimates have been changed for 
the off-budget Federal entities. Outlays of the Federal 
Financing Bank (FFB) decline by $1.7 billion in 1980, rise by 
$0.6 billion in 1981 and by $1.3 billion in 1982, and fall $0.4 
billion in 1983. Changes in FFB outlays are due to changes in a 
wide number of programs that are authorized to use its financing. 
In 1980, significant changes include a $0.9 billion reduction in 
acquisitions of Rural Electrification Administration (REA) 
originations, and a $0.3 billion decrease in acquisitions of 
Tennessee Valley Authority energy conservation originations. In 
1981, significant increases include a $0.4 billion increase in 
acquisitions of REA originations. The reduction of the on-budget 
payments to the Postal Service is offset by planned reductions in 
Postal Service operations, leaving the off-budget outlays of the 
Postal Service unchanged. 

Table 9 . — C H A N G E IN OUTLAYS OF OFF-BUDGET FEDERAL ENTITIES 
(in billions of dollars) 

1980 1981 1982 1983 

January estimate 18.1 15.1 12.9 
Changes: 

Federal Financing Bank 0.6 1 .3 -0.4 

Current estimate 18.7 16.3 12.5 

Multi-Year Planning Estimates 

Long-range economic assumptions.—In contrast to the short-range 
economic forecast, the longer-range assumptions for 1982 and 1983 
shown in Table 10 are not forecasts of probable economic 
conditions. Instead, they are projections that assume progress 
in moving toward the goals of a more fully employed economy and 
greater price level stability. These assumptions have not 
changed greatly since January. 
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Table 10.—LONG-RANGE ECONOMIC ASSUMPTIONS 
(calendar years; dollar amounts in billions) 

January Current 
Assumptions Assumptions 
1982 1983 1982 1983 

Major economic indicators: 
Gross national product, percent change, fourth quarter 
over fourth quarter: 

Current dollars 
Constant (1972) dollars 

GNP deflator (percent change, fourth quarter over 
fourth quarter) 

Consumer Price Index (percent change, fourth quarter 
over fourth quarter) 1/ 

Unemployment rate (percent, fourth quarter) 
Annual economic assumptions: 

Gross national product: 
Current dollars: 

Amount 
Percent change, year over year 

Constant (1972) dollars: 
Amount 
Percent change, year over year 

Incomes: 
Personal income 
Wages and salaries 
Corporate profits 

Price level: 
GNP deflator: 

Level (1972=100), annual average 212. 3 228.1 216.0 232.6 
Percent change, year over year 8.2 7.4 8.5 7.7 

Consumer Price Index 1/: 
Level (1967=100), annual average 287.4 308.8 294.7 317.3 
Percent change, year over year 8.2 7.4 8.6 7.7 

13.3 12.6 13.6 12.8 
5.0 5.0 5.0 5.0 

7.9 7.2 8.2 7.4 

7.9 7.2 8.2 7.4 
6.5 5.6 6.5 5.6 

,206 3 ,619 3 ,267 3 ,695 
12.8 12.9 13.2 13.1 

,510 1 ,586 1 , 512 1 ,589 
4.3 5.0 4.4 5.0 

,591 2 ,914 2 ,628 2 ,962 
,663 1 ,874 1 ,688 1 ,905 
277 324 283 331 
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Table 10•--LONG-RANGE ECONOMIC ASSUMPTIONS (continued) 

January Current 
Assumptions Assumptions 
1982 1983 1982 1983 

Unemployment rates: 
Total, annual average 5. 9 6.8 5.9 
Insured, annual average 2/ 3. 0 3.5 2.9 

Federal pay raise, October (percent) 3/ 7. 5 8.4 7.7 
Interest rate, 91-day Treasury bills (percent) 4/ 7. 7 8.7 7.9 

1/ CPI for urban wage earners and clerical workers. Two versions of the CPI are now 
published, one for all urban consumers and one for urban wage earners and clerical 
workers. The index shown here is required by law to be used 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 include 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 1982 pay raise will set new pay scales that 
will be in effect during fiscal year 1983. 

j4/ 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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Revised outlay estimates for 1982 and 1983 .—Outlay estimates for 
1982 and 1983 have been revised downward since January. These 
revisions reflect the net impact of revised economic assumptions, 
technical reestimates, and the longer-range effects of 
congressional action and the budget reduction proposals. On net, 
estimated outlays for 1982 and 1983 have been reduced by $3.0 
billion and $15.4 billion, respectively, to $583.3 billion and 
$759.0 billion. 

Revised economic assumptions for inflation and interest rates 
during 1980-1983 have increased 1982-1983 outlay estimates for 
net interest, defense, and indexed benefit programs, such as 
social security. Other increases in 1982-83 outlays are due 
largely to technical reestimates. 

The increases in estimated outlays for 1982-1983 resulting from 
revised economic assumptions and other reestimates are more than 
offset by the longer-range effects of the 1980 and 1981 budget 
reductions. Program areas having significant outyear reductions 
include general revenue sharing, training and employment, and 
countercyclical and targeted fiscal assistance. The budget 
reductions also account for substantial savings in interest costs 
due to reduced Treasury borrowing requirements during 1980-1983. 
The substantial reduction in the allowance for the national 
health plan reflects a six-month delay in the proposed start-up 
date of the program. The revised cost estimates assume that the 
plan is fully implemented on the new effective date. 
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Table 11.--MAJOR CHANGES IN ESTIMATED OUTLAYS FOR 1982 AND 1983 
(in billions of dollars) 

1982 1983 

January outlay estimate 686.3 774.3 

Major changes: 
Department of Defense-Military 3.5 4.0 
Export-Import Bank 0.5 -0.2 
Naval petroleum reserve (offsetting receipts) 0.6 0.6 
Energy security initiative. -0.3 -0.3 
Recreational resources -0.4 -0.4 
Postal Service -0.6 -0.6 
Federal-aid highways -0.4 0.2 
Economic development assistance -0.4 -0.3 
Elementary, secondary, and vocational education -0.4 -0.4 
Training and employment programs -0.8 -0.7 
Medicare 0.4 0.6 
Other health programs -0.7 -0.5 ^ 
Social security and railroad retirement 3.0 2.7 ^ 
Federal employee retirement and disability -0.2 -0.2 
Food stamps -0.3 -0.3 
Veterans benefits -0.2 -0.3 
Criminal justice assistance -0.3 -0.3 
General revenue sharing -2.3 -2.3 
Countercyclical and targeted fiscal assistance -1.0 -0.5 
Net interest -2.4 -5.0 
Allowance for national health plan -11.2 

All other changes (net) -0 .3 -0 .2 

Total changes -3 .0 -15 .4 

Current outlay estimate 683.3 759.0 
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Part 2 

THE CURRENT BUDGET OUTLOOK 

Introduction 

This part presents information on the revised budget totals. It 
includes sections on the budget economic assumptions, budget 
receipts, the credit budget and off-budget outlays, the Federal 
debt, and Federal civilian employment. The revised estimates in 
this document supersede the budget estimates and recommendations 
transmitted to the Congress in January. They reflect: 

— tax and spending reductions proposed as part of the 
President's program for economic recovery; 

proposed increases for defense programs; and 

reestimates of receipts and outlays resulting from 
revised economic assumptions and from technical 
reestimates. 

Table 5.—BUDGET TOTALS 
(in billions of dollars) 

Actual 
1980 1981 

Estimate 
1982 1983 1984 1985 1986 

Receipts 520.0 600.3 650.3 709.1 770.7 849.9 940.2 
Target outlay 
ceiling 579.6 655.2 695.3 732.0 770.2 844.0 912.0 

Target surplus 
or deficit (-). -59.6 -54.9 -45.0 -22.8 0.5 5.8 28.2 

Addendum: 
Percent of GNP 

Receipts 20.3 21.1 20.4 19.7 19.3 19.3 19.5 
Target outlay 
ceiling 22.6 23.0 21.8 20.3 19.3 19.2 19.0 

Under the President's Budget reform plan, budget outlays are 
estimated to total $695.3 billion in 1982 with outlay targets of 
$732.0 billion in 1983 and $912.0 billion by 1986. Budget 
receipts are estimated at $650.3 billion in 1982, growing to 
$709.1 billion in 1983 and $940.2 billion by 1986. Under the 
target outlay ceilings the outlay share of GNP is projected to 
fall from 23.0% in 1981 to 19.0% in 1986. The receipts share of 
GNP is projected to decline from 21.1% in 1981 to 19.5% in 1986. 
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Economic Assumptions 

The economy and the budget are interrelated. Economic conditions 
significantly affect the budget, and the budget, in turn, 
influences economic conditions. 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 presented here reflect the President's 
program for economic recovery. This plan is designed to bring to 
all aspects of Government policy a greater sense of purpose and 
consistency. Permanent personal tax rate reductions will allow 
people to keep more of the additional income they earn, thereby 
providing increased incentives for work and saving. Business tax 
reductions will increase incentives for capital expansion, 
resulting in higher productivity. Spending reductions and 
elimination of unneeded regulation will give greater control over 
resources to the private sector, where incentives to economize 
are strongest. Stable monetary policy and slower growth of the 
money supply, combined with expanding productive capacity, will 
bring about a reduction of the inflation rate. 

The economic assumptions used for developing the budget estimates 
are presented in the following table to assist in understanding 
the budget estimates. These economic assumptions are on a 
calendar year basis, whereas the budget estimates are for fiscal 
years. These economic assumptions set goals that may seem 
difficult to attain to some. Compared to the January budget, 
projected inflation, unemployment and interest rates are all 
generally lower. The projections do represent a decisive 
departure from the trends of recent years — but so do the 
proposed policies. In fact, if each portion of this 
comprehensive economic program is put in place — quickly and 
completely — the economic environment could improve even more 
rapidly than envisioned in these assumptions. 
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Table 6. —ECONOMIC ASSUMPTIONS 
(Calendar years; dollar amounts in billions) 

Major economic indicators! 
Gross national "product (percent change, fourth quarter over 
fourth quarter)t 
Current dollars. 
Constant (1972) dollars 

QNP deflator (percent change, fourth quarter over fourth quarter). 
Consumer Price Index (percent change, fourth quarter over fourth 
quarter) 1 / 
Unemployment rate (percent, fourth quarter)• . . 

Annual economic assumptions! 
Gross national product! 

Current dollars! 
Amount 
Percent change, year over year 

Constant (1972) dollars! 
Amount 
Percent change, year over year. 

Income! 
Personal income/** 
Wages and salaries ••••••••• 
Corporate profits 2/ . 

Price level! 
GNP deflator! 

Level (1972«100), annual average 
Percent change, year over year... 

Consumer Price Index l/i 
Level (1967-100), annual average 
Percent change, year over year 

Unemployment rate! 
Total, annual average 
Insured, annual average 3/. 

Federal pay raise, October Tpcrcent) 4/t 
Civilian 
Military 

Interest rate, 91-day Treasury bills (percent) 6/ 

Actual 
1980 

9.8 
0.0 
9.9 

1981 

11.0 
1.4 
9.5 

1982 

13.3 
5.2 
7.7 

Estimate 
1983 195? 1985" 

11.8 
4.9 
6.6 

10.1 
4.2 
5.7 

9.6 
4.2 
5.2 

T55S 

9.1 
4.2 
4.7 

12.6 10.5 7.2 6.0 5.1 4.6 4.0 
7.5 7.7 7.0 6.5 6.3 5.8 5.6 

2629 2920 3293 3700 4098 4500 4918 
8.9 11.1 12.8 12.4 10.8 9.8 9.3 
1482 1497 1560 1638 1711 1783 1858 
-0.1 1.1 4.2 5.0 4.5 4.2 4.2 
2161 2399 2675 2982 3276 3580 3910 
1344 1488 1667 1853 2035 2221 2417 
243 242 281 326 367 408 455 

177.4 195.0 211.1 225.9 239.5 252.4 264.7 
9.0 « 9.9 8.3 7.0 6.0 5.4 4.9 

247.0 274.3 297.0 315.5 332.7 348.3 363.0 
13.5 11.1 8.3 6.2 5.5 4.7 4.2 

7.2 7.8 7.2 6.6 6.4 6.0 5.6 
3.9 4.4 3.8 3.4 3.2 2.9 2.7 

9.1 4.8 7.0 7.0 7.0 6.4 6.0 
11.7 9.1 5/ 8.9 7.9 7.0 6.4 6.0 
11.5 11.1 8.9 7.8 7.0 6.0 5.6 

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

2/ Excludes the direct accounting effect of the Administration's depreciation proposal on business income, although all 
categories of economic assumptions do reflect the economic impact of this proposal. 

3/ This indicator 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. 

4/ General schedule pay raises become effective in October — the first month of the fiscal year. Thus, the October 1981 
pay raise will set new pay scales that will be in effect during fiscal year 1982. 

5/ An additional pay raise of 5.3% is proposed to be effective in July 1981. 
6/ Average rate on new issues within period. The projections assume that interest rates decline with the rate of 

inflation and inflationary expectations. The projections do not represent a forecast of interest rates. 
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Budget Receipts 

Under the Administration's budget reform plan, receipts would be 
substantially lower than the January estimates. These reductions 
are the net effect of policy changes, administrative actions, the 
revised economic forecast, and technical reestimates. The 
revised estimate of 1981 receipts is $600.3 billion, $7.2 billion 
below the January budget estimate. Receipts in 1982 are 
estimated at $650.3 billion, $61.4 billion less than the January 
estimate of $711.8 billion. Estimates of receipts are $100 to 
$248 billion lower in 1983-1986. 

Substitution of the Administration's proposals for those 
presented in the January budget reduces receipts by $11.1 billion 
in 1981, $56.6 billion in 1982, and $195.9 billion by 1986. 
Administrative actions, which include the immediate decontrol of 
crude oil prices and the electronic funds transfer of payments of 
alcohol and tobacco excise taxes, increase receipts by $3.7 
billion in 1981 and $0.5 billion in 1982. The revised economic 
forecast, primarily lower inflation, reduces receipts by $4.3 
billion in 1982 and by increasing amounts in each subsequent 
year. 

Receipt Proposals 

Proposed reductions in individual income tax rates and business 
taxes are an integral part of the Administration's economic 
recovery program. These reductions are designed to encourage 
work, saving, and investment, which will strengthen the growth 
and productivity of the economy and result in higher incomes and 
balanced budgets in later years. The proposed changes are 
described briefly below. 

Individual income tax reductions.—The Administration is 
proposing that marginal tax rates for individuals be reduced by 
10% each year for the next three years, beginning July 1, 1981. 
Compared with present law, tax rates would be reduced by 5% for 
calendar year 1981, 15% for calendar year 1982, 25% for calendar 
year 1983, and 30% for calendar year 1984. As a result, marginal 
tax rates would be reduced from their present range of 14 to 70% 
to a range of 10 to 50% effective January 1, 1984. Withholding 
rates would be reduced by 10% on July 1, 1981. For all years 
after 1981, the percentage reduction in withholding rates and tax 
schedule rates would be the same. These proposed reductions in 
individual income tax rates are estimated to reduce receipts by 
$6.4 billion in 1981, $44.2 billion in 1982, and $162.4 billion 
by 1986. As a result, individual income taxes rise at a 10.2% 
annual rate from 1981-1986, compared with an annual increase of 
16.6% under current law. 

Depreciation reform.—The proposed Accelerated Cost Recovery 
System would provide for faster write-off of capital expenditures 
under simplified and standardized rules. Under this proposal, 
the following classes of plant and equipment are identified, each 
with a standard schedule of deductions to be taken over a fixed 
recovery period: 
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Table 7.—CHANGE IN BUDGET RECEIPTS 
(in billions of dollars) 

Actual Estimate 
1980 1981 1982 1983 1984 1985 1986 

January budget 520 .0 607.5 711.8 809.2 922 .3 1052.6 1188.5 
Pol icy changes: 

Removal of Carter administration 
proposals -2.5 -5.3 7.9 15.0 15.1 17.8 

Individual income tax reductions.. -6.4 -44.2 -81.4 -118.1 -141.5 -162.4 
Depreciation reform -2.5 -9.7 -18.6 -30.0 -44.2 -59.3 
Reform of Federal employee 
injury compensation * 0.1 0.1 0.1 0.1 0.1 

User charges 0.2 2.1 2.4 2.7 3.1 3.4 
Other proposals 1/ * 0.4 0.5 0.5 4.4 4.5 

Subtotal, policy changes -11 .1 -56.6 -89.2 -129.8 -163.2 -195.9 
Administrative actions 2/ 3.7 0.5 * * * * 
Revised economic assumptions 0.4 -4.3 -10.3 -21.8 -40.2 -54.9 
Technical reestimates -0.4 -1.0 -0.5 0.1 0.7 2.5 

Revised budget 520.0 600.3 650.3 709 .1 770.7 849.9 940.2 

l/ These proposals include extension of highway trust fund taxes scheduled to expire 
September 30, 1984, an increase in railroad retirement payroll taxes, and increases in 
passport and visa fees. 

2/ These estimates include gross windfall profit tax receipts resulting from immediate 
decontrol of crude oil prices and a speed up in collections of tobacco and alcohol excise 
taxes resulting from the electronic funds transfer of payments. 

* $50 million or less. 
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— 3-year property.—This class consists of autos and light 
trucks plus machinery and equipment used in research and 
development. Expenditures for these assets would be 
written-off in 3 years according to an accelerated 
schedule. An investment credit of 6% would be allowed, 
which is an increase of 2-1/2 percentage points over the 
credit allowed under present law. 

— 5-year property.—This class consists of other machinery 
and equipment, except for certain long-lived utility 
property. After a phase-in period, property in this 
class would be written-off according to an accelerated 
5-year schedule. The full 10% investment tax credit 
would apply for property in this class. 

— 10-year property.—This class consists of factory 
buildings, retail stores, and warehouses, and public 
utility property for which present guidelines exceed 10 
years. After a phase-in period, property in this class 
would be written-off according to an accelerated 10-year 
schedule. As under present law, the 10% investment 
credit would apply to the public utility property in 
this class but not to the structures. 

Standard lives and depreciation methods also are established for 
other classes of depreciable real estate: 

— 15-year property.—This class consists of 
non-residential structures not included in the 10-year 
class described above, and low-income rental housing. 
After an initial phase-in period, these structures would 
be written-off in 15 years on a straight-line basis. 

— 18-year property.—Other residential structures would be 
written-off on a straight-line basis over 18 years. 

This system of accelerated depreciation, proposed to be effective 
for new and used property acquired or placed in service after 
December 31, 1980, is estimated to reduce receipts by $2.5 
billion in 1981, $9.7 billion in 1982, and increasing amounts in 
subsequent years. 

As part of its effort to reform the Federal employees injury 
compensation program, the Administration proposes to make the 
entire amount of benefits received under this program subject to 
the Federal income tax. This proposal is estimated to increase 
receipts by $18 million in 1981 and $0.1 billion in 1982 and each 
year thereafter. 

The Administration is proposing an increase in aviation user 
taxes and an increase in user fees for barge operators beginning 
July 1, 1981. These charges are proposed to recover through 
governmental receipts most of the Federal costs associated with 
the safe and efficient movement of air traffic, the operation of 
waterways, and the construction of new facilities on these 
waterways. A proposal to levy user charges on yacht and boat 
owners and a proposed increase in fees paid by users of deepwater 

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

March 1981



-17-

ports are classified as proprietary receipts and are offset 
against outlays in the transportation and natural resources and 
environment functions. 

The revised estimates also reflect the following proposals, which 
were included in the January budget: extension of highway trust 
fund taxes that are scheduled to expire September 30, 1984; an 
increase in railroad retirement payroll taxes to alleviate 
funding problems of the Railroad Retirement trust fund; and 
increases in passport and visa fees. 

The Credit Budget and Off-Budget Outlays 

In the last decade, rapid growth of Federal credit activity 
both direct loans and loan guarantees — has had serious effects 
on the Nation's economy and on financial markets. For this 
reason, rigorous control over Federal credit programs, including 
loans financed off-budget, is an important part of the 
President's budget reform plan. The criteria used in developing 
proposed reductions in credit and off-budget activity are 
identical to those used for on-budget expenditure reductions. 
For example, special scrutiny has been applied to certain credit 
programs, such as the guaranteed student loan program and certain 
housing programs, that provide benefits to those with middle and 
upper incomes. Attention has also been given to credit programs 
that were designed to promote economic development, but have had 
either little or no measurable results or have exacerbated 
existing problems by interfering with the efficiency of private 
financial markets. 

The Credit Budget 

The application of the economic criteria of the President's 
reform plan to Federal credit programs has led the Administration 
to propose substantial reductions in the size and scope of the 
Federal credit budget. The Administration will work with the 
Congress to control credit programs in two ways: 

— by proposing annual appropriation bill limitations on 
new obligations for direct loans and on new commitments 
for loan guarantees; and 
by proposing changes to the basic authorizing 
legislation for programs that are not acted on in annual 
appropriations bills. Without fundamental changes to 
authorizing legislation, certain entitlements to Federal 
credit will remain relatively uncontrollable. 

Revised totals for direct loan obligations and loan guarantee 
commitments are $13.6 billion below the adjusted January budget 
for 1981 and $21.0 billion below for 1982. The revised totals 
for direct loan obligations are $2.6 billion below January in 
1981 and 1982. Total loan guarantee commitments are $11.0 
billion below the adjusted January total in 1981 and $18.4 
billion lower in 1982. 
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Table 8.—SUMMARY OF CREDIT BUDGET TOTALS 
(in billions of dollars) 

1981 Estimate 1982 Estimate 
January Revised Change January Revised Change 

New direct loan obligations: 
On-budget 42.1 38.6 -3.5 34.1 32.9 -1.2 
Off-budget 32.2 32.6 0.4 26.1 22.7 -3.4 

Total new direct loan 
obligations, gross 74.2 71.2 -3.0 60.2 55.6 -4.6 

Less new FFB purchases of 
loan assets -16.6 a/ -16.2 0.4 -8.2 a/ -6.2 2.0 

Total direct loan obligations, 
net 57.6 a/ 55.0 -2.6 52.0 a/ 49.4 -2.6 

New loan guarantee commitments: 
Commitments, gross 202.1 b/ 184.7 -17.4 196.4 b/ 168.7 -27.7 
Less secondary guarantees and 
guaranteed loans held as direct 
loans -105.9 -99.5 6.4 -99.5 -90.2 9.3 

Total primary guarantee 
commitments 96 . 2 b/ 85 .2 -11.0 96 .9 b/ 78 . 5 -18 .4 

Total credit budget 153.8 140.2 -13.6 148.9 127.9 -21.0 

a/ The direct loan obligation totals published in the January budget have been 
adjusted downward by $16.6 billion in 1981 and $8.2 billion in 1982 to eliminate double 
counting of purchases of loan assets by the Federal Financing Bank. 

b/ The loan guarantee commitment totals published in the January budget have been 
increased by $5.1 billion in 1981 and $4.5 billion in 1982 to correct technical errors. 
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Proposed reductions *—Federal credit programs would be reduced 
primarily as a result of applying three of the criteria used in 
shaping the President's economic plan. First, proposed changes 
resulting from the application of sound economic criteria to 
subsidy programs reduce direct loan obligations by $2.7 billion 
in 1981 and $5.1 billion in 1982. Guaranteed loan commitments 
would be reduced by $4.6 billion in 1981 and $5.4 billion in 1982 
below the January budget levels. The following subsidy programs 
would be affected: 

Rural and agricultural development programs would be 
reduced by: 

$89 million in 1981 and $2,650 million 1/ in 1982 in 
direct loan obligations for the agricultural credit 
insurance fund in the Farmers Home Administration 
(FmHA). Decreases are primarily for farm ownership 
and emergency disaster loans. Loan guarantee 
commitments for this program would be increased by 
$100 million. The reductions in direct loans result 
in decreases in loan guarantee commitments of $76 
million in 1981 and $1,139 million in 1982 for sales 
of certificates of beneficial ownership to the 
Federal Financing Bank (FFB). 

$316 million in 1981 and $649 million in 1982 in 
direct loan obligations and $274 million in 1981 and 
$517 million in 1982 for loan guarantee commitments 
for the rural housing insurance fund. The latter 
are due to decreases in sales of certificates of 
beneficial ownership to the Federal Financing Bank. 
These reductions will not significantly affect the 
poorest households and communities. FmHA would 
narrow its focus to serve borrowers who lack access 
to other credit sources, rather than serve as a 
source of below-market interest rate loans to a wide 
variety of private, credit-worthy borrowers. Under 
this approach, housing programs serving the very 
poor would receive smaller reductions than those 
that provide homeownership loans to moderate income 
families. 

$187 million in 1981 and $400 million in 1982 for 
Rural Electrification Administration (REA) direct 
loan obligations and a $100 million increase in 1982 
for REA loan guarantee commitments to replace REA 
direct 5% loans to generation and transmission 
cooperatives. The FFB will no longer provide direct 
lending with REA guarantees to electric generation 

1/ Subsequent to the revision of the credit budget data base 
and calculation of final credit budget totals, it was 
learned that the correct figure for the reduction in 1982 
direct loan obligations for the agricultural credit 
insurance fund is $1.3 billion. 
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and transmission cooperatives and to telephone 
companies and cooperatives. The REA has 
substantially accomplished its purpose of providing 
concessional financing to make available electric 
and telephone service to rural areas. These changes 
shift most of the financing for rural electric and 
telephone facilities currently assisted by REA and 
the FFB from direct Federal lending to privately 
originated loans with REA guarantees. 

$160 million in 1981 and $130 million in 1982 in 
direct loan obligations and $500 million in 1982 in 
loan guarantee commitments in rural development 
programs in FmHA as a result of the proposed 
elimination of the business and industry loan 
program in FmHA. This does not include further cuts 
of $275 million that would result from proposed 
legislation. 

$25 million in 1981 and $100 million in 1982 in the 
storage facility loan program of the Department of 
Agriculture. 

— Other proposed reductions in the commerce and economic 
development subsidy programs are: 

$50 million in 1981 and $116 million in 1982 in 
direct loan obligations and $262 million in 1981 and 
$425 million in 1982 in loan guarantee commitments 
by eliminating the Economic Development 
Administration (EDA). There is a lack of convincing 
evidence that EDA programs have been effective in 
creating new jobs and attracting capital investment 
to distressed areas. 

$126 million in 1981 and $133 million in 1982 in 
direct loan obligations by eliminating the National 
Consumer Cooperative Bank. Successful cooperatives 
can obtain adequate private credit, and the use of 
scarce budgetary resources to subsidize inefficient 
cooperatives cannot be justified. 

$45 million in 1981 and $116 million in 1982 by 
reducing direct lending of the Small Business 
Administration. Guarantee commitments for SBA would 
be reduced by $990 million in 1981 and $1.5 billion 
in 1982. The decrease for SBA direct loan 
obligations for disasters is $780 million in 1981 
and $50 million in 1982. 

— Proposed reductions in energy subsidy programs will 
allow normal market forces to achieve rapid development 
of the most efficient new energy technology and to 
promote energy conservation. Direct loan obligations 
would be reduced by $90 million in 1981 and $94 million 
in 1982. Loan guarantee commitments would be reduced by 
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$1.9 billion in 1981 and $233 million in 1982 in biomass 
and geothermal energy development programs. 

— Direct loan obligations for programs that subsidize 
exports would be reduced by: 

$752 million in 1981 and $600 million in 1982 by 
program changes in the Export-Import Bank. Loan 
guarantee commitments would be reduced by $1.0 
billion in 1981 and $1.2 billion in 1982. These 
reductions are proposed because restoration of 
general economic health in the U.S. economy will be 
a more powerful stimulant to export expansion than 
costly subsidized loans. 

$76 million in 1981 and $70 million in 1982 in 
direct loan obligations as a result of reductions in 
very low interest loans for exports of food under 
Public Law-480. In light of the current rising 
trend in commercial agricultural exports and the 
need to target foreign aid on the highest priority 
objectives, this substantial subsidy is no longer 
justified. 

Second, the effort to reduce subsidies to middle and upper income 
families reduces primary loan guarantee commitments by $4.8 
billion in 1981 and $9.0 billion in 1982. Secondary loan 
guarantee commitments would be reduced by $7 billion in 1981 and 
$9.6 billion in 1982. 

Loan guarantee commitments for the Federal Housing Administration 
(FHA) mortgage insurance program would be reduced by $4.8 billion 
in 1981 and $9 billion in 1982. Government National Mortgage 
Association (GNMA) guarantees of mortgage-backed securities would 
be reduced by $8 billion in both 1981 and 1982. While the GNMA 
tandem mortgage assistance program is proposed to be terminated, 
an increase in mortgage purchase commitments of $3.3 billion over 
the January totals will be made in 1982 to provide subsidized 
mortgages for projects processed before February 13, 1981 that 
satisfy tandem program criteria. These overall lower levels of 
activity for Federal housing credit reflect downward reestimates 
in the number of newly constructed HUD subsidized housing units 
for 1981 and 1982, and a slower expected rate of increase in 
single family Federal mortgage insurance activity. The estimates 
also reflect the effort to focus Federal housing credit 
assistance only on those segments of the housing market that are 
not served by the private market. 

The Administration proposes that the Department of Education 
guarantees of obligations of the Student Loan Marketing 
Association (SLMA) be increased by $1.0 billion in 1981 and 
decreased by $1.4 billion in 1982. The Department of Education's 
authorization to guarantee the obligations of SLMA would be 
terminated in 1982 to curtail further use of off-budget financing 
through the Federal Financing Bank (FFB). Access to the FFB was 
intended to enable SLMA to expand its loan purchasing and attract 
adequate private capital into the guaranteed student loan 
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program. However, SLMA is not prepared to begin raising funds in 
private credit markets during 1982. Its current financial 
condition is sufficiently strong to allow SLMA to go wholly 
private thereafter. The Administration's budgetary proposal 
provides sufficient interim capital to SLMA to ensure this 
transition without interruption of SLMA's scheduled financing. 

Other proposed reductions in education are $30 million in 1981 
and $45 million in 1982 in direct loan obligations for college 
housing. Collections of principal on past loans, which have been 
used to make new loans, will help provide adequate funding for 
future lending. 

Third, the President's budget reform plan imposes fiscal 
restraint on a number of credit assistance programs that are in 
the national interest but cannot be accorded an urgent priority 
in light of the need to curtail the effects of large Federal 
demands upon the Nation's financial markets. Direct loan 
obligations would be reduced by $0.8 billion in 1981. 
Commitments for loan guarantees would be reduced by $1.0 billion 
in 1981 and $3.6 billion in 1982. 

— Loan guarantee commitments for less essential credit 
programs would be reduced by: 

$100 million in 1981 and $250 million in 1982 for 
aircraft purchase loan guarantees. In addition, 
beginning in 1982 eligibility for loan guarantees 
will be limited to commuter airlines^ which 
traditionally have the most difficulty getting 
financing from private institutions. 

$300 million in 1981 and $350 million in 1982 for 
loan guarantee commitments for assistance to 
merchant shipbuilding. 

$0.6 billion in 1981 and $2.6 billion in 1982 for 
loan guarantee commitments for public housing and 
construction. This reduction is part of the general 
effort to reduce the growth in the number of units 
of federally subsidized housing. This action will 
substantially decrease Federal investment in future 
years while maintaining essential housing benefits 
to the most needy. 

Direct loan obligations would be reduced by: 

$40 million in 1981 for the coastal energy impact 
program in the National Oceanic and Atmospheric 
Administration. Activities under this program can 
be undertaken by States and localities on their own 
or deferred. 

$152 million in 1981 and $215 million in 1982 by 
eliminating the rehabilitation loan fund in the 
Department of Housing and Urban Development because 
it unnecessarily duplicates the much larger 
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rehabilitation efforts of the community development 
block grant program. 

A net reduction of $358 million in 1982 is proposed for 
foreign military sales credit guarantees of Federal 
Financing Bank direct lending. This action will 
decrease FFB off-budget direct loans. An increase of 
$632 million in direct loan obligations in 1982 is due 
to increased assistance to governments critical to the 
security of the United States. 

Other reductions in direct loan obligations are: 

$91 million in 1981 and $96 million in 1982 for 
several veterans insurance funds. 

$75 million in 1982 to the District of Columbia for 
capital investment. 
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Table 9.—CHANGES IN NEW DIRECT LOAN OBLIGATIONS, 1981-1982 
(in billions of dollars) 

1981 1982 

January budget totals 74.2 60.2 
Less FFB purchases of loan assets -16 .6a -8 . 2 a 

Adjusted January totals 57.6 52.0 

Policy reductions: 
Security assistance -0.5 0.6 
Export-Import Bank -0.8 -0.6 
Foreign assistance - P.L. 480 -0.1 -0.1 
Biomass and geothermal energy development.... -0.1 0.1 
Rural Electrification Administration -0.2 -0.4 
Price support and commodity loans -* -0.1 
Agricultural credit -0.1 -2.6^ 
Mortgage purchase activity (GNMA) 3.3 
Rural housing -0.3 -0.6 
National Consumer Cooperative Bank -0.1 -0.1 
Housing rehabilitation programs -0.2 -0.2 
Rural development -0.2 -0.1 
Economic development assistance -* -0.1 
Small business -0.8 -0.2 
Student assistance -* -0.1 
Veterans programs -0.2 -0.1 
District of Columbia -0.1 
Federal Financing Bank 1.0 -1.0 
Other -* -* 

Subtotal, policy reductions -2.6 -2.6 

Revised total, direct loan obligations 55.0 49.3 

a/ The totals published in the January budget have been 
adjusted downward by $16.6 billion in 1981 and $8.2 billion in 
1982 to eliminate double counting of purchases of loan assets by 
the Federal Financing Bank. 

b/ Subsequent to the revision of the credit budget data 
base and calculation of final credit budget totals, it was 
learned that the correct figure for the reduction in 1982 direct 
loan obligations for the agricultural credit insurance fund is 
$1.3 billion. 

* $50 million or less. 
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Table 10.—CHANGES IN NEW LOAN GUARANTEE COMMITMENTS, 1981-1982 
(in billions of dollars) 

1981 1982 

January budget totals 91.1 92.4 

Reestimates and corrections: 
TVA 3.4 4.5 
Biomass energy development 1. 7 

Adjusted January totals 96.2a/ 96.9a/ 

Policy reductions: 
Security assistance -0.4 
International development -* -0.2 
Export-Import Bank -1.0 -1.2 
Biomass and geothermal energy development.... -1.9 -0.2 
Rural Electrification Administration -* 0.1 
Agricultural credit -0.1 -1.0 
Mortgage purchase activity (GNMA) -8.0 -8.0 
Mortgage credit (FHA) -4.8 -9.0 
Rural housing -0.3 -0.5 
Small business -1.0 -1.5 
Aircraft programs -0.1 -0.2 
Rural development -* -0.5 
Assistance to merchant shipbuilding -0.3 -0.4 
Student assistance 1.0 -1.4 
Public housing -0.6 -2.6 
Economic development -0.3 -0.4 
Other -* -0.2 

Subtotal, changes in gross loan guarantee 
commitments -17.4 -27.7 

Changes in deductions for secondary 
guarantees and guarantees held as 
direct loans 6.4 9.3 

Subtotal, policy reductions -11. 0 -18.4 

Revised total, loan guarantee commitments 85.2 78.5 

a/ The loan guarantee commitment totals published in the 
January budget have been increased by $5.1 billion in 1981 and 
$4.5 billion in 1982 to correct technical errors. 

* $50 million or less. 
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Changes in Off-Budget Outlays Due to Credit Activities 

The Federal Financing Bank (FFB) accounts for almost all of 
off-budget net outlays. The FFB was designed in 1974 primarily 
to provide an efficient method for financing certain Federal 
agency borrowing. However, the operations of the FFB have 
weakened budgetary control over Federal credit programs. The 
Administration is proposing broad reform of Federal Financing 
Bank operations and substantial decreases in Federal Financing 
Bank loan outlays. 

Proposed reductions in total FFB lending are estimated to be $0.2 
billion in 1981 and $3.2 billion in 1982. Major reductions are 
discussed above under the credit budget. They include lending to 
or on behalf of the Farmers Home Administration, Student Loan 
Marketing Association, and Rural Electrification Administration. 
Changes in off-budget outlays are shown on Table 11. 
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Table 11.—CHANGES IN OFF-BUDGET OUTLAYS 
(in billions of dollars) 

1981 1982 1983 1984 1985 1986 

January budget estimates 23.2 18.3 15.3 14.7 15.3 16.9 

Reestimates and revisions: 
Federal Financing Bank: 

Low-rent public housing -0.4 1. 6 1 .7 2.6 2 .5 2 .5 
Other * 0. 1 0 .1 0.2 -1 .1 -1 .7 

Postal Service 0.4 1. 5 0 .4 0.5 0 .5 0 .5 

Subtotal, reestimates * 3. 1 2 .2 3.2 1 .8 1 .2 

Proposed policy changes: 
Federal Financing Bank: 

Rural Electrification Administration.. -1. 2 -2 .4 -3.7 -5 .1 -6 .6 
Farmers Home Administration -0.4 -1. 7 -1 .7 -1.6 -1 .6 -1 .9 
Student Loan Marketing Association.... 1.0 -1. 4 -2 .2 -2.5 -2 .5 -2 .5 
Other. -0.2 -0. 5 -0 .6 -0.7 -0 .6 -0 .6 

Subtotal, proposed policy changes 0.4 -4. 7 -6 .9 -8.5 -9 .8 -11 .6 

Revised budget estimates 23.6 16. 7 10 .7 9.5 7 .4 6 .5 

* $50 million or less. 
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Debt 

The budget deficits now estimated for 1981 and 1982, together 
with the deficits of the off-budget Federal entities and the 
other factors involved in budget financing, require that the 
Federal Government borrow $71.0 billion from the public in 1981 
and $60.0 billion in 1982. By the end of 1982, debt held by the 
public is estimated to be $846.1 billion and gross Federal debt 
to be $1,075.4 billion. The total borrowing from the public 
during 1981 and 1982 is estimated to be $14.0 billion more than 
in the January budget. This is primarily because the tax 
reductions needed in 1982 to provide economic stimulus are 
greater than the cuts in budget outlays and off-budget Federal 
spending. 

The following table shows the relationship between the Federal 
deficits, the change in debt held by the public, and the change 
in gross Federal debt. 
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Table 12.—BUDGET FINANCING AND DEBT 
(in billions of dollars) 

Budget surplus or deficit (-) 
Deficit(-), off-budget Federal entities 
Means of financing other than borrowing from 
the public 

Change in debt held by the public 
Change in Federal agency investments in 
Federal debt 

Change in gross Federal debt 

1981 Estimate 1982 Estimate 
Actual January Revised January Revised 
1980 Budget Budget Budget Budget 

-59.6 
-14.2 

-55.2 
-23 .2 

-54.9 
-23 .6 

-27.5 
-18.3 

-45.0 
-16.7 

3.3 6.4 7.5 0.8 1.7 

70.5 72.0 71.0 45.0 60.0 

10.1 6.1 7.3 20.3 22.8 

80.6 78.1 78.3 65.2 82.8 

Outstanding debt, end of year: 
Gross Federal debt 914.3 992.4 992.6 1057.7 1075.4 
Held by: 

Government agencies 199.2 205.3 206.5 225.6 229.3 
The public 715.1 787.1 786.1 832.1 846.1 

Debt subject to statutory limit 908.7 987.3 987.4 1053.6 1071.2 
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Federal Civilian Employment 

The President demonstrated his commitment to reducing the level 
of Federal civilian employment when he signed an order freezing 
Federal civilian hiring as his first official act following his 
inauguration. 

As part of the preparation of the revised budget, new civilian 
personnel ceilings for 1981 and 1982 were developed for each 
agency. These personnel ceilings are significantly lower than 
those planned in the January budget. As the heads of agencies 
adopt specific plans to meet the revised ceilings, they may be 
able to modify or lift the hiring freeze. These actions will 
complete one phase of the Administration's effort to reduce the 
size and cost of the Federal work force and to increase its 
efficiency. The new, lower personnel levels should increase 
productivity by encouraging a more efficient use of personnel. 

The following table compares, by major agency, the end-of-year 
employment estimates in the January budget to the revised 
estimates. 

Employment in nondefense agencies would be reduced by 32,900 
positions in 1981 and by 63,100 positions in 1982 from the 
January budget estimates. 

As part of the Administration's proposed increases in budget 
resources devoted to national defense, civilian employment for 
the Department of Defense would be 14,000 positions higher in 
1981 and 20,000 higher in 1982 than the levels proposed in the 
January budget. 

A table showing full-time permanent employment estimates on a 
full-time equivalent (workyear) basis is provided in Part 5. 
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Table 13.—TOTAL FEDERAL CIVILIAN EMPLOYMENT — EXECUTIVE BRANCH 
(Excluding the Postal Service; End-of-Year) 

1981 1982 
January Revised January Revised 
Budget Budget Change Budget Budget Change 

Agriculture 129,200 125,000 -4,200 132,300 126,000 -6,300 
Commerce 39,200 37,300 -1,900 43,100 39,600 -3,500 
Defense-Military 916,000 930,000 14,000 916,000 936,000 20,000 
Defense-Civil 31,900 31,900 34,700 32,100 -2,600 
Education 7,200 6,800 -400 6,900 6,400 -500 
Energy 21,500 20,300 -1,200 21,700 18,400 -3,300 
Health and Human Services 154,500 160,100 5,600 155,300 155,500 200 
Housing and Urban Development 16,400 15,500 -900 16,800 15,300 -1,500 
Interior 77,000 75,000 -2,000 78,700 74,300 -4,400 

55,900 54,700 -1,200 56,500 54,100 -2,400 
Labor 23,500 21,900 -1,600 23,500 21,800 -1,700 
State 23,400 23,400 23,700 23,200 -500 
Transportation 71,800 68,800 -3,000 72,200 67,500 -4,700 
Treasury 125,000 120,900 -4,100 128,300 121,200 -7,100 
Environmental Protection Agency... 14,800 14,100 -700 15,500 13,800 -1,700 
National Aeronautics and Space 
Administration 23,800 23,300 -500 23,800 23,200 -600 

Veterans Administration 216,700 212,000 -4,700 217,200 208,000 -9,200 
Other: 

General Services Administration 35,500 33,700 -1,800 36,200 33,300 -2,900 
International Communication 
Agency 8,100 7,700 -400 8,100 7,700 -400 
International Development 
Cooperation Agency 6,100 5,900 -200 6,100 5,800 -300 

Nuclear Regulatory Commission.. 3,500 3,400 -100 3,600 3,500 -100 
Office of Personnel Management. 7,400 7,400 8,000 7,400 -600 
Panama Canal Commission 8,700 8,600 -100 8,600 8,500 -100 
Small Business Administration.. 5,000 4,700 -300 5,000 4,500 -500 
Tennessee Valley Authority 49,000 45,500 -3,500 48,000 44,000 -4,000 

45,900 43,200 -2,700 47,700 44,300 -3,400 

Subtotal 2,117,000 2,101,000 -15,900 2,137,500 2,095,400 -42,100 
Contingencies 2,000 1,000 -1,000 2,000 1,000 -1,000 
Expected lapse -8,000 -10,000 -2,000 -8,000 -8,000 

Total 2,111,000 2,092,100 -18,900 2,131,500 2,088,400 -43,100 
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