
SPECIAL ANALYSIS A

THREE MEASURES OF FEDERAL FINANCIAL TRANSACTIONS

Data on Government financial transactions are used for many pur-
poses. No single set of accounts can serve all purposes equally well.
As a result, various budget concepts and forms have been developed
to meet different needs. The three measures of Federal receipts and
expenditures most commonly used are: (1) the administrative budget,
(2) the consolidated cash statement of Federal transactions, and (3)
the Federal sector of the national income and product accounts. A
reconciliation of these three measures is presented in table A-l.

For many years, the administrative budget served as the principal
financial plan for conducting the affairs of Government. It repre-
sents a focal point for management and decisionmaking with respect
to Government activities which are financed by the Government's
own funds. As long as almost all Federal financial transactions were
carried out with federally owned funds, the administrative budget
provided adequate coverage.

In recent years, however, trust fund operations which are not
included in administrative budget totals have grown rapidly. As a
result, the flow of financial transactions between the Federal Govern-
ment and the public is considerably larger than is shown by the
administrative budget. For this reason, the consolidated cash state-
ment of Federal receipts from and payments to the public is designed
to present more fully the flow of total cash transactions (excluding
borrowing) between the Federal Government and the public. Thus,
the consolidated cash statement is useful for determining Government
financing and net borrowing requirements and for analyzing the
Federal impact on money and credit.

Federal receipts and expenditures in the national income and prod-
uct accounts provide a measure of the direct impact of Federal fiscal
activity on the Nation's current flow of income and output. This
measure was specifically designed to complement the data on private
expenditures and incomes contained in the Department of Commerce
national income accounts. The Federal sector account is especially
suited for an analysis of fiscal and economic policy.

For certain types of problems, none of these measures of receipts
and expenditures will serve adequately. Economic activity may be
affected by Government transactions which are not reflected im-
mediately or fully in receipts and expenditures. For example, a
rapid expansion in new appropriations and in Government orders
could stimulate a rise in business activity well before either the
delivery of goods, the performance of services, or the payment for
them. The management of public debt, loan guarantees, and loan
insurance programs have a significant impact in the money and credit
markets of the economy not fully reflected by the level of budget
expenditures. Consequently, in evaluating the economic impact of
Federal Government activities, there is no substitute for complete and
detailed analysis of the Government program in all its aspects.
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THE BUDGET FOR FISCAL YEAR 1967

Table A-1. RELATION OF THREE MEASURES OF FEDERAL RECEIPTS
AND EXPENDITURES, 1965-67

[In billions of dollars]

1967

RECEIPTS

Administrative budget receipts
Plus: Trust fund receipts
Less: Intragovernmental transactions

Receipts from exercise of monetary authority
Equals: Federal receipts from the public

Less: Cash transactions excluded from Federal receipts
account:

Coverage differences:
District of Columbia
Other

Financial transactions: Receipts from loan repay-
ments

Miscellaneous: Sale of land, etc
Plus: Items added to Federal sector account but not in cash

receipts:
Netting differences

Contributions to Government employee retirement
funds

Receipts netted against expenditures, etc
Timing differences: Excess of tax accruals (+ ) or

collections ( —) (corporate, personal, social insur-
ance contributions, etc.)

Miscellaneous
Equals: Federal receipts, national income and product ac-

counts

EXPENDITURES

Administrative budget expenditures
Plus: Trust fund expenditures (including Government-

sponsored enterprises net)
Less: Intragovernmental transactions

Debt issuance in lieu of checks and other adjustments-
Equals : Federal payments to the public

Less: Cash transactions excluded from Federal sector ex-
penditures account:

Coverage differences:
District of Columbia, Federal home loan banks, and

Federal land banks
Other

Financial transactions:
Net lending in cash expenditures
Net foreign currency purchases

Miscellaneous: Acquisition of land, etc
Plus: Items added to Federal sector account but not in cash

payments:
Netting differences

Contributions to Government employee retirement
funds

Receipts netted against expenditures, etc
Timing differences:

Excess of deliveries and accruals (+) or pay-
ments (—)

Checks outstanding and certain other accounts
Miscellaneous: Net expenditure of foreign currency

and other
Equals: Federal expenditures, national income and product

accounts

*Less than $50 million.

1965
actual

93.1
31.0
4.3

.1
119.7

.3

.1

.4

.2

.7

(2.2)
(-1.5)

.2
*

119.6

96.5

29.6
4.3

- . 6
122.4

1.6
.2

2.4
.9
.7

.7

(2.2)
(-1.5)

1.5
_ 9

.4

118.3

1966
estimate

100.0
33.5
4.5

.9
128.2

.3

.1

.1

.1

.1

(2.2)
(-2.1)

1.0
.1

128.8

106.4

33.8
4.5

.7
135.0

.8

.3

1.5
1.0
.4

.1

(2.2)
(-2.1)

- . 6
.1

.4

131.0

111.0
41.6
5.5
1.6

145.5

.3

.1

.2

.1

- . 1

(2.2)
(-2.3)

-2.6
.1

142.2

112.8

37.9
5.5

.2
145.0

1.0
.3

-1 .4
1.0
.7

- . 1

(2.2)
(-2.3)

.3

142.7
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SPECIAL ANALYSES

ADMINISTRATIVE BUDGET

The administrative budget covers receipts and expenditures of funds
owned by the Federal Government—the general fund, special funds,
public enterprise funds, and intragovernmental revolving and manage-
ment funds. Interfund transactions between these Federal accounts
are excluded from the total while business-type activities (such as the
Post Office) are normally recorded as "net expenditures."

Although budget documents placed before the Congress have
regularly included both federally owned funds and funds held in
trust by the Government, only the former have been traditionally
used to calculate budget totals.

CONSOLIDATED CASH STATEMENT

The consolidated cash statement of Federal receipts and payments
is more comprehensive than the administrative budget in that it
includes the receipts and expenditures of trust funds as well as funds
wholly owned by the Federal Government. Since the consolidated
cash statement measures the flow of cash between the public and the
Government, intragovernmental transactions (transactions between
budget and trust fund accounts) are excluded. Government pay-
ments are recorded when checks are cashed while administrative
budget outlays are recorded when checks are issued.

FEDERAL SECTOR OF THE NATIONAL INCOME ACCOUNTS

The Federal sector of the national income and product accounts—
like the consolidated cash statement—includes most administrative
budget and trust fund transactions. However, in contrast both to
the consolidated cash statement and the administrative budget, only
those receipts and expenditures which directly affect the current flow
of income and output are recorded. The national income accounts
exclude all borrowing and lending transactions. The Federal sector
account, therefore, excludes transactions involving purely financial
claims such as loans and purchases or sales of land. Such transactions
represent neither the production of current output nor incomes, even
though they may have indirect effects on the level or composition of
economic activity.

Both the administrative budget and consolidated cash statement
count business tax receipts, like other receipts, as they are collected.
In contrast, the Federal sector account records some tax receipts—
particularly corporate income taxes—as they accrue, on the ground
that the main economic impact of these taxes is more closely associ-
ated with the accrual of liabilities than with actual cash collections.
Also, the Federal sector records most purchases of goods and services
when delivery is made, while the administrative budget records most
expenditures at the time checks are issued and the consolidated cash
statement when funds are withdrawn from Treasury accounts (cash
or checks-paid).
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6 THE BUDGET FOR FISCAL YEAR 1967

Table A-2. FEDERAL RECEIPTS AND EXPENDITURES IN THE NATIONAL
INCOME ACCOUNTS (in billions of dollars)

Description 1965
actual

1966
estimate

1967
estimate

RECEIPTS, NATIONAL INCOME BASIS

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

Total receipts, national income basis

EXPENDITURES, NATIONAL INCOME BASIS

Purchases of goods and services
Transfer payments
Grants-in-aid to State and local governments
Net interest paid
Subsidies less current surplus of Government enterprises.

Total expenditures, national income basis

Surplus (+) or deficit (—), national income basis

51.2
27.0
16.8
24.6

54.8
29.3
15.9
28.8

60.5
31.1
16.5
34.1

119.6 128.8 142.2

64.5
30.3
10.9
8.6
4.1

70.7
34.2
12.8
9.0
4.3

74.4
39.2
14.7
9.7
4.7

118.3 131.0 142.7

+1.2 -2 .2 - .5

Federal sector receipts.—Federal receipts on a national income
basis largely reflect the tax payments or liabilities of individuals,
corporations and other businesses arising out of incomes earned as
well as other tax and nontax receipts. These receipts are classified
into the following four categories: (1) personal tax and nontax
receipts, (2) corporate profits tax accruals, (3) indirect business tax
and nontax accruals, and (4) receipts from contributions for social
insurance.

Personal tax and nontax receipts consist mostly of individual
income taxes, estate and gift taxes, fines, fees, and rental receipts.
Corporate profits tax accruals represent the Federal tax liability
incurred and accrued by resident corporations on their corporate
earnings during the specified year or period. Collections of Federal
corporate income taxes usually lag the accruals. Indirect business tax
and nontax accruals consist primarily of excise taxes, customs duties,
and Federal receipts from rent and royalties. Receipts from contri-
butions for social insurance are composed chiefly of employment
taxes, contributions to the retirement funds for Government em-
ployees, and deposits by the States to the unemployment trust fund.

Federal sector expenditures.—Federal expenditures on a national
income basis represent either purchases of currently produced goods
and services or outlays which directly affect current levels of income.
These expenditures are classified in the following five categories:
(1) purchases of goods and services, (2) transfer payments, (3) grants-
in-aid to State and local governments, (4) net interest paid, and
(5) subsidies less current surplus of Government enterprises. The
definitions of the categories have been developed by the Department
of Commerce consistent with the framework of accounts covering
the Nation's total economic activity.
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SPECIAL ANALYSES

1. Purchases of goods and services.—These purchases represent the
value of the Nation's currently produced output bought directly by
the Federal Government. Expenditures for goods and services
represent the production and use of resources and constitute a part
of the gross national product. They are reported in the national
income accounts net of Government sales of goods and services.

Purchases include the pay of active military and civilian employees
of the Federal Government, employer contributions for retirement,
insurance, and other benefits for Federal employees, deliveries of
equipment and supplies for defense and other programs, new con-
struction and purchase of existing structures, payments on research
and development contracts with corporations and on similar grants
to private nonprofit institutions, expenditures for the purchase of
commodities to be donated to schools or similar institutions, and
generally, the administrative expenses of Government programs.
Net interest paid to (or received from) foreigners is included in (or
deducted from) puichases of goods and services.

2. Transfer payments.—Transfer payments consist of expenditures
by the Federal Government for which no current output or services
have been rendered; in other words, they are payments to certain
recipients for which no contribution to national production is made
during the time period under consideration. Transfer payments are
classified into two categories—domestic and foreign.

Domestic transfer payments consist of monetary transfers to persons
or nonprofit institutions in the United States (excluding territories and
possessions). Examples of domestic transfer payments are: Veterans
compensation, pensions, and benefits; retired pay to Federal civilian or
military personnel; unemployment benefits; old-age, survivors, and
disability insurance; nonrepayable outlays for scholarships and fellow-
ships; and payments for construction of private nonprofit hospitals.

Although transfer payments do not directly enter GNP calculations
as a Federal Government component, they do enter into the income
stream and have an impact on national output when respent by
the recipients.

Foreign transfer payments consist of Federal nonmilitary transfers of
money, commodities, or services for which no dollar reimbursement is
received.

3. Grants-in-aid to State and local governments.—Grants, for pur-
poses of the national income accounts, are Federal payments (other
than for interest on the public debt) to State and local governments,
including State and local educational institutions. Most of the
grants-in-aid and the shared revenues in Special Analysis J of the
budget are included in grants. Excluded, however, are items such
as (a) construction outlays for private nonprofit hospitals, (b) grants-
in-kind such as farm commodities distributed to State and local gov-
ernment units, and (c) payments to Puerto Rico, the Virgin Islands,
and other possessions. Payments to public educational institutions
for research and development contracts are recorded as grants. Like
transfer payments and net interest paid, Federal grants-in-aid are
counted in the GNP when respent by recipients—in this case, as
purchases by State and local governments or as consumption expendi-
tures of individuals receiving State or local transfer payments.
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8 THE BUDGET FOR FISCAL YEAR 196 7

4. Net interest paid.—Net interest paid consists of the interest out-
lays to residents (including State and local governments) minus the
interest received from them.

5. Subsidies less current surplus of Government enterprises.—This
category consists of two elements which are consolidated for analytical
and statistical reasons: (a) subsidy payments to resident businesses,
and (b) the "current surplus" or "deficit," as the case may be, of
Government enterprises.

(a) In principle, a Government expenditure becomes a subsidy
when it enables a producer to sell goods and services below the cost-
price relationship determined by market forces or when it is a pay-
ment made to curtail production. By definition, therefore, subsidies
are made only to businesses organized for profitmaking purposes
(including farms). Examples of subsidies are Government payments
to farmers for land retirement, certain outlays for the export of sur-
plus agricultural commodities by business, payments to air carriers,
and the operating differential subsidy of the Maritime Administration.

(b) Government enterprise is the term applied to those functions
of the Government (usually appearing in the budget as public enter-
prise revolving funds) whose operating costs are to a great extent
covered by the sale of goods and services to the public, as opposed
to being financed by tax receipts. In short, Government enter-
prises conduct operations which are of a commercial nature. The
difference between their sales and operating expenses constitutes the
surplus or deficit of government enterprises.

RELATIONSHIP OF CONSOLIDATED CASH STATEMENT TO THE ADMINIS-
TRATIVE BUDGET

Certain adjustments are needed to derive the consolidated cash
statement from administrative budget totals, as summarized in
table A-l.

1. Trust funds.—The consolidated cash statement covers the
financial transactions of Federal trust funds (including Government-
sponsored enterprises) in addition to administrative budget receipts
and expenditures. Accordingly, excise taxes that support the high-
way trust fund, employment taxes, deposits by States for unemploy-
ment insurance, veterans life insurance premiums, and other trust
fund receipts are included along with the corresponding trust fund
disbursements.

2. Intragovernmental transactions.—Administrative budget re-
ceipts include amounts paid into the Treasury by trust funds. (These
amounts are also reported as trust fund expenditures.) Similarly,
there are trust fund receipts, such as interest on trust fund holdings
of U.S. securities, which are also reported as administrative budget
expenditures. In consolidating the transactions of budget and trust
funds, these intragovernmental transactions are eliminated from the
combined receipts and expenditures since no exchange of cash with
the public is involved in these operations.
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SPECIAL ANALYSES 9

Table A-3. INTRAGOVERNMENTAL TRANSACTIONS EXCLUDED FROM
THE CONSOLIDATED CASH STATEMENT

[In millions of dollars]

Description

Administrative budget receipts which are trust fund expendi-
tures:

Franchise taxes from Government-sponsored enterprises.
Dividends, interest, etc., from Federal National Mortgage

Association
Reimbursements for expenses and services . . . . . .
Repayment of advances from unemployment trust fund and

other

Total, administrative budget receipt items.. __

Trust fund receipts which are administrative budget expendi-
tures:

Interest on trust funds.. _ _.
Contributions for military service credits ._ .
Federal supplementary medical insurance
Transitional coverage for hospital insurance
Payments to District of Columbia (including Federal grants-

in-aid)
Employing agencies' payments to employees' retirement funds, _
Awards to Indian tribal funds _ __ __ __ _
Contributions to veterans life insurance funds . .
Other. ._

Total, trust fund receipt items.. .
Deductions from employees' salaries for retirement._ .

Total, intragovernmental transactions

1965
actual

5

17
66

106

194

1,770
14

102
1,111

58
7
1

3,063
1,046

4.303

1966
estimate

5

16
72

21

114

1,822
122

26

101
1.136

86
7
1

3.301
1.069

4.484

1967
estimate

5

22
76

2

105

1.970
122
550
283

152
1.150

85
6
1

4.318
1.077

5,500

3. Exercise of monetary authority.—These receipts now come mostly
from seigniorage; that is, they represent the difference between the
cost of the metal in coins and the face value of the coins as money.
Seigniorage is included in administrative budget receipts, but is not a
cash receipt from the public.

4. Debt issuance in lieu of checks.—In a few cases, Government
expenditures are made by issuing bonds or notes, or increasing the
value of bonds outstanding in lieu of issuing checks. Such transac-
tions are recorded in the administrative budget as expenditures when
the debt is thus increased, even though no cash outflow takes place
until the debt instrument is redeemed.

For example, the administrative budget records interest on savings
bonds when it accrues (and is added to the redemption value currently
payable) rather than when it is actually paid. In computing cash
payments to the public, interest payments are included only when the
bonds are cashed. Therefore, an adjustment is made for the differ-
ence between the amount of interest accrued and the amount paid.

A second example involves transactions in special notes used to pay
certain U.S. Government obligations. The Government has paid a
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10 THE BUDGET FOR FISCAL YEAR 19 67

portion of its subscriptions to the International Monetary Fund, the
International Development Association, and the Inter-American De-
velopment Bank in non-interest-bearing notes. The notes are con-
sidered administrative budget expenditures and become part of the
public debt when they are issued. However, they are not counted as
a payment to the public until they are redeemed for cash, at which
time they cease to be part of the public debt. Conversely, when the
institutions return cash to the Treasury in exchange for notes, pay-
ments to the public are reduced by the amount of the cash receipts and
a corresponding increase in the public debt takes place.

Table A-4. DEBT ISSUANCE IN LIEU OF CHECKS, NET (in millions of dollars)

Description

Accrued interest added to value of debt (savings
bonds, etc.)

Treasury notes issued for:
International Monetary Fund
International Development Association
Inter-American Development Bank _.. _ . _
United Nations funds securities

Armed Forces leave bonds issued *
Adjusted-service bonds issued
Excess profits tax refund bonds issued 2 _ .

Total, debt issuance in lieu of checks, net

1965

715

- 4 7 2
- 4

11
_l

*
*

250

1966

711

-95

-41
-1

*
*

574

1967

448

- 4 3
- 7 5
- 4 0
_l

*
*

289

End 1967
outstand-

ing

13,269

3,167

75
3
5
1
1

16,521

*Less than one-half million.
1 Negative figures represent net redemption.
2 Reported as refunds of receipts.

5. Changes in outstanding checks.—Administrative budget and
trust fund expenditures are recorded at the time checks are issued.
To reflect more accurately the point in time at which cash payments
actually affect Treasury cash balances, an adjustment is made to
place expenditures on a checks-paid basis.

RELATIONSHIP OF FEDERAL SECTOR ACCOUNT TO THE CONSOLIDATED
CASH STATEMENT

There are a number of important differences between the Federal
sector account and the consolidated cash statement. These are shown
in table A-l.

Exclusions from the cash budget: Certain transactions reported
as receipts or expenditures in the consolidated cash statement are
excluded or treated differently in the Federal sector accounts:

1. Coverage differences.—Cash receipts and expenditures of the
District of (Columbia are excluded from the Federal sector and included
in the State and local government sector of the national income
accounts. Likewise, the net expenditures of the Federal Home Loan
Banks and the Federal Land Banks are classified elsewhere and ex-
cluded from the Federal sector accounts. Geographical exclusions
relate to Federal transactions with Puerto Rico, the Virgin Islands,
and other possessions.
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SPECIAL ANALYSES 11

2. Financial transactions.—The Federal sector account excludes
financial transactions (cash loan repayments and disbursements)
since these reflect the exchange of one kind of financial instrument for
another. Also excluded are dollar cash outlays for the acquisition of
foreign currency—such as Commodity Credit Corporation payments
to exporters in exchange for foreign currencies received for the export.

3. Miscellaneous adjustments.—These include primarily transactions
involving the sale or purchase of land—items which are included in
the cash budget but not in the Federal sector account.

Additions to the cash budget: The Federal sector accounts in-
clude some transactions which are not reflected in cash receipts or
expenditures:

4. Netting differences.—Employer and employee contributions to
Federal employees' retirement funds are excluded from the consoli-
dated cash statement as intragovernmental transactions. In the
national income accounts, however, these contributions are considered
to be part of the total compensation of Government employees and
part of contributions for social insurance. The deficit or surplus is
unaffected by the adjustment since total receipts and expenditures
are both increased by the same amount.

Expenditures in the Federal sector account for purchases, interest,
and the current surplus or deficit of Government enterprises are
recorded net of receipts derived from products or services sold, interest
received, and enterprise sales. Where these receipts are included in
cash receipts, they are netted against expenditures in the Federal
sector account. Again this adjustment does not influence the surplus
or deficit, for in effect both receipts and expenditures are decreased
by the same amount.

5. Timing differences.—Business taxes are recorded in the national
income accounts as they are accrued by the private sector, rather than
when they are collected by the Government. The principal timing
adjustments for expenditures are: (a) Federal purchases are measured,
insofar as is possible, in terms of the delivery of goods and services
to the Government, whereas cash payments for these deliveries may
precede or follow; and (b) interest on savings bonds and Treasury
bills is treated as an expenditure in the Federal sector account when
the interest is accrued, rather than when it is actually paid out in cash.

6. Miscellaneous adjustments.—This category consists primarily of
the net expenditures of foreign currency. Cash budget transactions
involve only dollar outlays; in the Federal sector account net foreign
currency spending is treated as if it were a cash outlay. Other
adjustments involve a few minor exclusions and imputations to cash
receipts and expenditures.
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SPECIAL ANALYSIS A

THREE MEASURES OF FEDERAL FINANCIAL TRANSACTIONS

There are many ways that Government finances can be analyzed,
depending on the uses to which the information is to be put. Special
Analysis A presents the meaning and relationship between the three
most commonly used concepts of Federal Government finances: (1)
the administrative budget, (2) the consolidated cash statement, and
(3) the Federal sector of the national income accounts.

The administrative budget is the narrowest concept of Federal
finances. I t serves for administrative decisionmaking, but its coverage
is not comprehensive enough for economic analysis. The consolidated
cash budget is the broadest concept discussed in this special analysis.
It aids in determining the impact of Federal finances on the money
market by showing the flow of money between the public and the
Federal Government. The Federal sector of the national income
accounts provides a measure of Federal finances comparable to the
national income and product totals as measured for the rest of the
economy and is specially designed for the analysis of the fiscal impact
of the Federal Government.

For certain types of problems, none of these measures of receipts
and expenditures will serve adequately. Economic activity may be
affected by Government transactions which are not reflected imme-
diately or fully in receipts and expenditures. For example, a rapid
expansion in new appropriations and in Government orders could
stimulate a rise in business activity well before either the delivery of
goods, the performance of services, or the payment for them. The
management of public debt, loan guarantees, and loan insurance pro-
grams has a significant impact in the money and credit markets of
the economy not fully reflected by the level of budget expenditures.
Consequently, in evaluating the economic impact of Federal Govern-
ment activities, there is no substitute for complete and detailed analysis
of the Government program in all its aspects.

ADMINISTRATIVE BUDGET

The administrative budget covers receipts and expenditures of funds
owned by the Federal Government. These include general fund,
special funds, public enterprise funds, and intragovernmental revolving
and management funds. Internal transactions between these Federal
accounts (i.e., "interfund" transactions) are excluded from the total.
Gross collections of business-type activities (such as the Post Office)
are normally subtracted from their gross outlays and the difference
is recorded in the administrative budget as "net expenditures."

Although budget documents placed before the Congress have
regularly presented detailed information on the financial transactions
of both federally owned funds and funds held in trust by the Govern-
ment, only the former have been traditionally used as representing
the budget totals. For many years, the administrative budget has
served as the principal financial plan for conducting the affairs of
Government. I t is the focal point for management and decision-

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

1968



6 THE BUDGET FOR FISCAL TEAR 1968

making with respect to Government activities which are financed by
the Government's own funds.

Table A-1. RELATION OF THREE MEASURES OF FEDERAL RECEIPTS
AND EXPENDITURES, 1966-68'

[In billions of dollars]

RECEIPTS

Administrative budget receipts
Plus: Trust fund receipts
Less: Intragovernmental transactions

Receipts from exercise of the monetary authority
Equals: Federal receipts from the public

Less: Exclusions from the Federal sector, national income
accounts:

Loans repaid
Items classified in another sector:

District of Columbia
Foreign military assistance trust fund _ . . - . .

Plus: Exclusions from Federal receipts from the public:
Excess of accruals ( + ) over collections (—)
Employer and employee contributions to Federal

retirement funds ..
Plus: Miscellaneous netting, grossing, and related adjust-

ments:
Receipts netted against expenditures
Other

Equals: Federal receipts, national income and product ac-
counts

EXPENDITURES

Administrative budget expenditures
Plus: Trust fund expenditures 2

Less: Intragovernmental transactions
Debt issued in lieu of checks and other adjustments..

Equals: Federal payments to the public
Less: Exclusions from the Federal sector:

Loans and financial transactions:
Lending: net
Federal land banks and Federal home loan banks..
Acquisition of foreign currency for financing agri-

cultural exports
Items classified in other sectors:

District of Columbia
Foreign military assistance trust fund

Plus: Exclusions from Federal payments to public:
Excess of deliveries or accruals (+ ) over pay-

ments (—)
Employer and employee contributions to Federal

retirement funds
Plus: Miscellaneous netting, grossing, and related adjust'

merits:
Receipts netted against expenditures
Other

Equals: Federal expenditures, national income, and product
accounts...

1966
actual

104.7
34.9
4.5
.6

134.5

.3

.3

.7

-1.2

2.3

-1.2
- . 5

132.6

107.0
34.9
4.5

- . 4
137.8

3.2
1.9

1.0

.4

.8

- . 3

2.3

-1.2
1.0

132.3

1967

117.0
44.9
6.2
1.1

154.7

.4

.3
1.1

-3.9

2.3

-1 .0
- . 5

149.8

126.7
40.9
6.2
.6

160.9

4.3
1.7

.5
1.1

+.2

2.3

-1 .0

153.6

1968

126.9
48.1
6.5
.5

168.1

.2

.4
1.4

+.4

2.3

-1 .0
7

167.1

135.0
44.5
6.5
.7

172.4

1.8
.2

1.0

.6
1.4

+.4

2.3

-1 .0
.1

169.2

*Less than $50 million.1 The Federal sector receipts and expenditures are identical to those published by the Department
of Commerce in the "Survey of Current Business."2 Includes Government sponsored enterprises, net.
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SPECIAL ANALYSES

As long as almost all Federal financial transactions were carried
out with federally owned funds, the administrative budget provided
adequate coverage. In recent years, however, trust fund operations
which are not included in administrative budget totals have grown
rapidly. As a result, the flow of financial transactions between the
Federal Government and the public is considerably larger than is
shown by the administrative budget. For this reason, the consoli-
dated cash statement of Federal receipts from and payments to the
public was developed to present more fully the flow of total cash
transactions (excluding Federal borrowing) between the Federal Gov-
ernment and the public. The consolidated cash statement is par-
ticularly useful for determining Government financing needs and for
analyzing the financial interrelationships between the Federal Gov-
ernment and the private credit markets.

CONSOLIDATED CASH STATEMENT

The consolidated cash statement is the sum of the administrative
budget and trust funds, less any transactions which do not actually
represent a cash receipt from or payment to the public. Table A-2
provides summary information on both the receipts and expenditures
of the administrative budget and the trust funds.

Table A-2. ADMINISTRATIVE BUDGET AND TRUST FUND RECEIPTS
AND EXPENDITURES (in billions of dollars)

Description

RECEIPTS

Individual income taxes
Corporation income taxes
Employment taxes
Excise taxes
Unemployment tax deposits by States.
Other receipts
Interfund transactions

Total receipts.

EXPENDITURES
National defense
International affairs and finance
Space research and technology.
Agriculture and agricultural resources..
Natural resources
Commerce and transportation
Housing and community development _
Health, labor, and welfare
Education
Veterans benefits and services
Interest
General government
Deposit funds (net)
Allowances
Interfund transactions

Total expenditures ._

Excess of receipts (+) or expendi-
tures ( - )

Administrative budget
funds

1966
actual

55.4
30.1

9.1

10.7
- . 6

104.7

57.7
4.2
5.9
3.3
3.1
3.0

.3
7.6
2.8
5.0

12.1
2.5

- . 6

107.0

- 2 . 3

1967
esti-
mate

62.2
34.4

9.3

11.9
- . 8

117.0

70.2
4.6
5.6
3.0
3.2
3.5

.9
10.4
3.3
6.4

13.5
2.7

126.7

-9.7

1968
esti-
mate

73.2
33.9

8.8

126.9

75.5
4.8
5.3
3.2
3.5
3.1
1.0

11.3
2.8
6.1

14.2
2.8

2.2
- . 7

135.0

- 8 . 1

Trust funds

1966
actual

20.0
3.9
3.1
8.6

34.9

.2
*

1.2
.1

3.8
3.2

26.4
*

.6

34.9

1967
esti-
mate

26.4
4.5
3.0

11.7
- . 7
44.9

1.4
.1

3.7
3.0

31.5
*

*
- . 2

- . 7

40.9

+4.0

1968
esti-
mate

28.4
4.9
3.0

12.5
- . 7
48.1

1.4
.2
*

1.2
.1

3.7
1.0

37.1
*

.6

*
- . 1

- . 7
44.5

+3.6

'Less than $50 million.
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8 THE BUDGET FOR FISCAL YEAR 1968

Trust funds are derived from special taxes or other special sources,
held in trust, and then spent for the specific purposes of the trust.
While the administrative budget totals do not include the transactions
of trust funds, several important parts of the Government's program
are carried out through such funds, particularly unemployment insur-
ance, social security, and highway construction.

Trust fund expenditures also include the net expenditures of five
Government-sponsored enterprises: The Federal Deposit Insurance
Corporation, the Federal home loan banks, the Federal land banks, the
banks for cooperatives, and the Federal intermediate credit banks.
Deposit funds, which are used to account for money that is either held
in suspense temporarily or is held by the Government as banker or
agent for others, are also recorded net along with the trust funds.

Table A-3. DERIVATION OF CONSOLIDATED CASH TOTALS

(Fiscal years. In billions of dollars]

Description

FEDERAL RECEIPTS FROM THE PUBLIC

Administrative budget receipts
Trust fund receipts
Adjustments:

Intragovemmental transactions: Federal receipts which are
also Federal expenditures (table A-4)_.

Receipts from the exercise of monetary authority 1

Total, Federal receipts from the public

FEDERAL PAYMENTS TO THE PUBLIC

Administrative budget expenditures
Trust fund expenditures
Adjustments:

Intragovemmental transactions (table A-4)
Debt issuance in lieu of checks
Revolving fund receipts from exercise of monetary authority.
Increase (+ ) or decrease (—) in outstanding checks, etc

Total, Federal payments to the public.

Excess of Federal receipts from ( + ) or payments to (—) the
public

1966
actual

104.7
34.9

-4.5
- . 6

134.5

107.0
34.9

-4.5
- . 5

+1.0

137.8

-3 .3

1967

117.0
44.9

-6 .2
-1.1

154.7

126.7
40.9

-6.2
_ 5

*
- . 1

160.9

-6 .2

1968

126.9
48.1

- 6 . 5
- . 5

168.1

135.0
44.5

-6 .5
- . 6

- . 1

172.4

-4 .3

*Less than $50 million.
1 Includes small amount for excess profits tax refund bonds.

RELATIONSHIP OF THE CONSOLIDATED CASH STATEMENT TO THE
ADMINISTRATIVE BUDGET

The following adjustments are needed to derive cash transactions
with the public from the sum of the administrative budget and trust
funds:

1. Intragovemmental transactions.—Administrative budget receipts
include amounts paid into the Treasury by trust funds, such as reim-
bursement for the cost of collecting payroll taxes and other services.
(These amounts are also reported as trust fund expenditures.) Simi-
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larly, there are trust fund receipts, such as interest on trust fund
holdings of U.S. securities, which are also reported as administrative
budget expenditures. In consolidating the transactions of budget
and trust funds, these intragovernmental transactions are eliminated
from the combined receipts and expenditures since no exchange of
cash with the public is involved in these operations.

Table A-4. INTRAGOVERNMENTAL TRANSACTIONS EXCLUDED FROM
THE CONSOLIDATED CASH STATEMENT

[In millions of dollars]

Description

Administrative budget receipts which are trust fund expenditures:
Franchise taxes from Government-sponsored enterprises
Dividends, interest, etc., from Federal National Mortgage

Association
Reimbursements for expenses and services
Repayment of interest and advances from unemployment trust

fund and other

Total, administrative budget receipt items.

Trust fund receipts which are administrative budget expendi-
tures:

Interest on trust funds
Contributions for military service credits
Federal supplementary medical insurance
Transitional coverage for hospital insurance
Payments to District of Columbia (including Federal grants-

in-aid)
Employing agencies' payments to employees' retirement funds.
Awards to Indian tribal funds -
Contributions to veterans life insurance funds
Other - -

Total, trust fund receipt items

Deductions from employees' salaries for retirement-

Total intragovernmental transactions

1966

120

1,908
17

125
1,160

25
5
1

3,239
1,092

4,451

1967

124

2,268
227
623
327

192
1,208

50
5

4,900
1,135

6,159

1968

30
83

116

2,685
123
658
273

204
1,206

50
5
1

5,204
1,135

6,454

2. Exercise of monetary authority.—-These receipts now come mostly
from seigniorage; that is, they represent the difference between the
cost of the metal in coins and the face value of the coins as money.
Seigniorage is included in administrative budget receipts, but is not
a cash receipt from the public.

3. Debt issuance in lieu of checks.—In a few cases, Government ex-
penditures are made by issuing bonds or notes, or increasing the value
of bonds outstanding in lieu of issuing checks. For example, the ad-
ministrative budget records interest on savings bonds when it accrues
while the cash budget records it when the bonds are cashed. The
Federal Government also paid part of its subscriptions to international
financial institutions in non-interest-bearing notes. These notes
were recorded as administrative budget expenditures when they were
issued, but only become cash expenditures when they are redeemed
for cash.

4. Changes in outstanding checks.—Administrative budget and trust
fund expenditures are recorded at the time checks are issued. To
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10 THE BUDGET FOR FISCAL YEAR 1968

reflect more accurately the point in time at which cash payments
actually affect Treasury cash balances, an adjustment is made to
place expenditures on a checks-paid basis.

A separate document entitled Receipts From and Payments to the
Public is prepared each year in conjunction with the budget providing
more detailed information concerning the derivation of the consoli-
dated cash budget. This booklet is available on request from the
Bureau of the Budget, 17th and Pennsylvania Avenue NW.,
Washington, D.C. 20503.

FEDERAL SECTOR OF THE NATIONAL INCOME ACCOUNTS

The third major measure of Government finances is the Federal
sector of the national income accounts. This measure records trans-
actions that affect current income or output, and shows them as part
of the total system of national income accounts. The concepts and
accounting system used in the national income accounts budget have
been formulated by the Office of Business Economics of the Depart-
ment of Commerce as part of the official national income statistics of
the United States.

RELATIONSHIP OP CONSOLIDATED CASH TO THE FEDERAL SECTOR
OF THE NATIONAL INCOME ACCOUNTS

1. Loans and financial transactions.—The national income accounts
are designed to record current income and production. Certain cash
transactions are not an addition to the Nation's total income or gross
national product but are rather an exchange of financial instruments.
There are three categories of such activty.

a. Cash loans transactions are excluded from the national income
accounts. Loans and repayment of loans are included in the cash
budget either as net expenditures or as receipts. However, the
amount of loan repayment included in cash receipts is small—most
loan repayments flow into revolving funds and are reflected in reduced
cash expenditures.

b. Two privately owned Government-sponsored enterprises—the
Federal land banks and the Federal home loan banks—are not in-
cluded in the Federal sector accounts. Since most of their activities
are lending, they are shown in table A-l under loans and financial
transactions.

c. The Commodity Credit Corporation facilitates exports of agri-
cultural products by purchasing foreign currencies from U.S. ex-
porters. This expenditure of dollars for foreign currency is excluded
in the national income accounts because it is an exchange of financial
assets. When the foreign currency is expended it is then included in
the national income accounts.

2. Items classified in another sector.—The District of Columbia is
included with the State and local governments in the national income
accounts, so their cash receipts and expenditures are excluded from
the Federal sector. The foreign military assistance trust fund records
the receipt and expenditure of money received from foreign govern-
ments for the purchase of military equipment. The purchase of
equipment is recorded in the GNP as part of net exports. Since
the exports are financed by the receipts, both the receipts and ex-
penditures of the trust fund are excluded from the Federal sector.
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SPECIAL ANALYSES 11

3. Excess of deliveries or accruals (+) over payments (—).—Most
taxes are recorded in the national income accounts as they are accrued
by the private sector, rather than when they are collected by the Gov-
ernment. The principal timing adjustments for expenditures are: (a)
Federal purchases are measured, insofar as is possible, in terms of the
delivery of goods and the performance of services to the Government;
(b) interest on savings bonds and Treasury bills is treated as an ex-
penditure in the Federal sector account when the interest is accrued,
and (c) the issuance of checks is considered a better reflection of tim-
ing, so the adjustment for checks outstanding that is made in deriving
the cash totals is reversed.

4. Employer and employee contributions to Federal retirement funds.—
Contributions to Federal employees' retirement funds are excluded
from the consolidated cash statement as intragovernmental trans-
actions. In the national income accounts, however, these contribu-
tions are considered to be part of the compensation of Government
employees and part of Federal tax receipts.

5. Miscellaneous netting, grossing, and related adjustments.—Expend-
itures of government enterprises are recorded in the national income
accounts net of receipts derived from the sale of their products or
services. Where these receipts appear in consolidated cash receipts,
they are netted against expenditures in the Federal sector account.

The other miscellaneous adjustments include purchase or sale of
land, certain geographical exclusions (such as Guam) and a number
of adjustments which can be identified in total but cannot readily
be broken into their component adjustments using budget data.

The net results of these adjustments are shown in table A-5 which
shows the Federal sector receipts and expenditures by category.

Table A-5. FEDERAL RECEIPTS AND EXPENDITURES IN THE NATIONAL
INCOME ACCOUNTS [in billions of dollars]

Description 1966
actual

1967
estimate

1968

RECEIPTS, NATIONAL INCOME BASIS

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

Total receipts, national income basis

EXPENDITURES, NATIONAL INCOME BASIS

Purchases of goods and services
Transfer payments
Grants-in-aid to State and local governments
Net interest paid
Subsidies less current surplus of Government enterprises _

Total expenditures, national income basis

Surplus ( + ) or deficit (—), national income basis

57.9
30.7
15.9
28.1

132.6

65.5
32.3
16.5
35.5

76.8
35.3
16.9
38.1

149.8 167.1

71.7
34.3
12.9
9.1
4.5

83.6
39.8
14.8
10.0
5.4

91.9
46.6
16.7
10.5
3.5

132.3 153.6 169.2

+0.3 -3 .8 -2.1
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1 2 THE BUDGET FOR FISCAL YEAR 1968

CATEGORIES INCLUDED IN THE FEDERAL SECTOR OF THE NATIONAL
INCOME ACCOUNTS

Fede?al sector receipts.—Federal receipts on a national income basis
largely reflect the tax payments or liabilities of individuals, corpora-
tions, and other businesses arising out of incomes earned as well as
other tax and nontax receipts. These receipts are classified into the
following four categories: (1) Personal tax and nontax receipts, (2)
corporate profits tax accruals, (3) indirect business tax and nontax
accruals, and (4) receipts from contributions for social insurance.

1. Personal tax and nontax receipts consist mostly of individual
income taxes, estate and gift taxes, fines, fees, and rental receipts.

2. Corporate profits tax accruals represent the Federal tax liability
incurred and accrued by resident corporations on their corporate
earnings during the specified year or period. Collections of Federal
corporate income taxes have usually lagged the accruals, but the
program of accelerating corporate tax payments to reduce the lag
between accrual of liability and actual collections results in a negative
timing adjustment in fiscal 1967 which will become much smaller in
fiscal 1968.

3. Indirect business tax and nontax accruals consist primarily of
excise taxes, customs duties, and Federal receipts from rent and
royalties.

4. Contributions jor social insurance are composed chiefly of em-
ployment taxes, contributions to the retirement funds for Government
employees, and deposits by the States to the unemployment trust
fund.

Federal sector expenditures.—Federal expenditures on a national
income basis represent either purchases of currently produced goods
and services or outlays which directly affect current levels of income.
These expenditures are classified in the following five categories: (1)
purchases of goods and services, (2) transfer payments, (3) grants-
in-aid to State and local governments, (4) net interest paid, and (5)
subsidies less current surplus of Government enterprises. The defi-
nitions of the categories have been developed by the Department of
Commerce consistent with the framework of accounts covering the
Nation's total economic activity:

1. Purchases of goods and services represent the value of the Nation's
output bought directly by the Federal Government. Expenditures
for goods and services represent the production and use of resources
and constitute a part of the gross national product.

Purchases include the pay of active military and civilian employees
of the Federal Government, employer contributions for retirement,
insurance, and other benefits for Federal employees, deliveries of
equipment and supplies for defense and other programs, construction
payments on research and development contracts with corporations
and on similar purchases from private nonprofit institutions, expendi-
tures for the purchase of commodities to be donated to schools or
similar institutions, and generally, the administrative expenses of
Government programs.

2. Transfer payments consist of expenditures by the Federal Govern-
ment for which no current output or services have been rendered.
Examples of transfer payments are: veterans compensation, pensions,
and benefits; retired pay to Federal civilian or military personnel;
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SPECIAL ANALYSES 1 3

unemployment benefits; old-age, survivors, and disability insurance;
nonrepayable outlays for scholarships and fellowships; and payments
for construction of private nonprofit hospitals and medical care for
the aged.

Although transfer payments do not directly enter GNP calculations
as a Federal Government component, they do enter into the income
stream and have an impact on national output when respent by the
recipients.

3. Grants-in-aid to State and local governments, for purposes of the
national income accounts, are Federal payments (other than for
interest on the public debt) to State and local governments, includ-
ing State and local educational institutions. Most of the grants-in-
aid and the shared revenues in Special Analysis J of the budget
are included in grants in the national income accounts. Like transfer
payments and net interest paid, Federal grants-in-aid are counted
in the GNP when spent by recipients—in this case, as purchases by
State and local governments or as consumption expenditures of
individuals receiving State or local transfer payments.

4. Net interest paid consists of the interest outlays to residents
(including State and local governments) minus the interest received
from them.

5. Subsidies less current surplus of Government enterprises consists
of two elements which are consolidated for analytical and statistical
reasons: (a) subsidy payments to resident businesses, and (b) the
"current surplus" or "deficit," as the case may be, of Government
enterprises.

(a) In principle, a Government expenditure becomes a subsidy when
it enables a producer to sell goods and services below the cost-price
relationship determined by market forces or when it is a payment
made to curtail production. By definition, therefore, subsidies are
made only to businesses organized for profitmaking purposes (includ-
ing farms). Examples of subsidies are Government payments to
farmers for land retirement, payments to air carriers, and the operating
differential subsidy of the Maritime Administration.

(b) Government enterprise is the term applied to those functions
of the Government (usually appearing in the budget as public enter-
prise revolving funds) whose operating costs are to a great extent
covered by the sale of goods and services to the public, as opposed
to being financed by tax receipts. In short, Government enterprises
conduct operations which are of a commercial nature. The difference
between their sales and operating expenses constitutes the surplus or
deficit of Government enterprises. The Post Office and the Tennessee
Valley Authority are two of the largest enterprises.
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