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REVI EW OF FEDERAL FI SCAL PROGRAMS

Fi scal  pr ogr ams of  t he new admi ni st r at i on and t he under l yi ng economi c 

anal ysi s ar e summar i zed i n an ar t i cl e t hat  wi l l  appear  i n t he Mar ch i ssue 

of  t he Sur vey of  Cur r ent  Busi ness, t he mont hl y magazi ne of  t he Bur eau of  

Economi c Anal ysi s of  t he U. S.  Depar t ment  of  Commer ce.

The ar t i cl e,  " Feder al  Fi scal  Pr ogr ams, "  t r ansl at es t he f i scal  year  
1978 budget  r evi si ons. »submi t t ed t o Congr ess i n l at e Febr uar y,  i nt o a 
nat i onal  i ncome and pr oduct  account i ng ( NI PA) f r amewor k.

Fi scal  pol i cy as out l i ned i n t he budget  r evi si ons i s desi gned t o pl ace 
t he economy on a pat h of  sust ai ned gr owt h.  The maj or  el ement  of  t hi s pol i cy 
i s a t wo- year  economi c st i mul us pr ogr am desi gned t o r educe unempl oyment  and 
t o i nduce i ncr eased spendi ng on pl ant  and equi pment  by busi ness.  Maj or  
pr ovi si ons of  t he pr ogr am ar e:  a $50 per  per son r ebat e of  1976 t axes and
$50 payment s t o soci al  secur i t y r et i r ees and cer t ai n ot her  i ndi vi dual s;  a 
per manent  r educt i on i n i ndi vi dual  i ncome t axes,  mai nl y by i ncr easi ng t he 
st andar d deduct i on;  a r educt i on i n busi ness t axes,  t hr ough an i ncr ease i n 
t he i nvest ment  t ax cr edi t  and a new payr ol l  t ax cr edi t ;  and an i ncr ease i n 
expendi t ur es f or  var i ous empl oyment - r el at ed pr ogr ams,  such as publ i c ser vi ce 
empl oyment .  On t he NI PA basi s,  t he economi c st i mul us pr ogr am i s expect ed 
t o peak at  $50 bi l l i on i n t he second quar t er  of  1977 and t o decl i ne 
t her eaf t er  t o about  $13 bi l l i on i n t he second hal f  of  1978.

#



Feder al  r ecei pt s on t he NI PA basi s ar e pr oj ect ed at  $414. 7 bi l l i on 
i n f i scal  1978,  up $57. 3 bi l l i on f r om 1977.  Hi gher  l evel s of  economi c 
act i vi t y ar e expect ed t o account  f or  $48 bi l l i on of  t he i ncr ease and 
t he net  ef f ect  of  tax:  changes f or  $9. 3 bi l l i on.  I n f i scal  1977,  r ecei pt s 
ar e expect ed t o be $43. 8 bi l l i on above 1976;  hi gher  economi c act i vi t y i s 
expect ed t o account  f or  an i ncr ease of  $53. 5 bi l l i on and t ax changes t o 
of f set  t he i ncr ease by $9. 7 bi l l i on.

Feder al  expendi t ur es i n f i scal  1978 ar e pr oj ect ed at  $466 bi l l i on.
The est i mat ed 1978 i ncr ease of  $39. 7 bi l l i on compar es wi t h an est i mat ed 
i ncr ease of  $53. 3 bi l l i on i n 1977.  I ncr eases i n gr ant s- i n- ai d t o St at e 
and l ocal  gover nment s ( $10. 9 bi l l i on)  and i n nat i onal  def ense pur chases 
( $10. 3 bi l l i on)  ar e expect ed t o account  f or  over  one- hal f  of  t he 1978 
i ncr ease.  Smal l er  i ncr eases ar e expect ed i n t r ansf er  payment s 
( $8. 6 bi l l i on) ,  nondef ense pur chases ( $5. 4 bi l l i on) ,  net  i nt er est  pai d 
($3 bi l l i on) , and subsi di es l ess cur r ent  sur pl us of  gover nment  ent er 
pr i ses ( $1. 5 bi l l i on) .

On t he NI PA basi s,  t he pr oj ect ed 1978 Feder al  def i ci t  i s $51. 3 bi l l i on,  
$17. 6 bi l l i on bel ow t he 1977 def i ci t .  Thi s compar es wi t h a decl i ne of  
onl y $10. 3 bi l l i on i n t he uni f i ed budget  def i ci t .  The Feder al  def i ci t  on 
t he NI PA basi s i s expect ed t o peak at  $98. 7 bi l l i on ( annual  r at e)  i n t he 
second quar t er  of  1977 and t o decl i ne t her eaf t er .  I n t he l ast  quar t er  
of  f i scal  1978,  t he def i ci t  i s expect ed t o be $40 bi l l i on,  a decl i ne of  
mor e t han 30 per cent  over  seven quar t er s.

As measur ed by changes i n t he f ul l - empl oyment  budget  ( NI PA basi s) , 
t he pr oposed f i scal  pol i cy i s st r ongl y st i mul at i ve i n t he f i r st  hal f  of  
cal endar  1977,  but  shi f t s t owar d r est r ai nt  t her eaf t er .  However ,  t he 
f ul l - empl oyment  def i ci t  i s expect ed t o be l ar ger  i n t he second hal f  of  
1977 and i n t he f i r st  hal f  of  1978 t han i t  was i n 1976.

The NI PA st at ement  of  Gover nment  r ecei pt s and expendi t ur es di f f er s 
i n sever al  r espect s f r om t he uni f i ed budget ,  and i s i nt egr at ed concept ual l y 
and st at i st i cal l y wi t h t he r est  of  t he nat i onal  i ncome and pr oduct  account s.  
Unl i ke t he uni f i ed budget ,  i t  excl udes f i nanci al  t r ansact i ons,  such as 
l oans;  i t  al so r ecor ds sever al  cat egor i es of  r ecei pt s and expendi t ur es on 
a t i mi ng basi s t hat  i s di f f er ent  f r om t he budget .  I t  i s publ i shed 
quar t er l y at  a seasonal l y adj ust ed annual  r at e.

Addi t i onal  dat a appear  i n t he Sur vey of  Cur r ent  Busi ness, t he mont hl y 
magazi ne publ i shed by t he Bur eau of  Economi c Anal ysi s.

The Sur vey i s avai l abl e f r om most  Di st r i ct  Of f i ces of  t he Depar t ment  
of  Commer ce or  f r om t he Super i nt endent  of  Document s,  U. S.  Gover nment  
Pr i nt i ng Of f i ce,  Washi ngt on,  D. C.  20402,  at  an annual  subscr i pt i on 
pr i ce of  $48. 30,  i ncl udi ng weekl y suppl ement s;  si ngl e copy $3. 00.



Economi e St i mul us Pr ogr am,  ÑI PA Basi s 
( Bi l l i ons of  dol l ar s)

Fi scal year Cal endar  year
1977 1978

1977 1978 1977 1978 I I I I l l I V I I I I I I I V
Seasonal l y acIj ust ed at annual  r at es

Tot al  i mpact  on Feder al  sect or  def i ci t ,
12. 6NI PA basi s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16. 4 16. 1 19. 6 15. 8 1. 4 51. 2 13. 0 12. 8 18. 5 18. 9 14. 0

$50 r ebat e and payment s . . . . . . . . . . . . . . . . . . . 11. 4 - - - 11. 4 - - - . . . 43. 8 1. 9 - - - — - . . . - - - - - -
Reduct i on i n per sonal  t ax and nont ax
r ecei pt s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Tr ansf er  payment s t o per sons:
8. 2 - - - 8. 2 . . . . . . 31. 8 1. 1 . . . . . . . . . - - - - - -

Ret i r ees and suppl ement al  secur i t y
1. 8i ncome r eci pi ent s . . . . . . . . . . . . . . . . . . . . . 1. 8 — — - - - -  • 6. 8 . 4 — —

Rebat e i n excess of  t ax l i abi l i t y . . . . . 1. 4 — 1. 4 — 5 . 2 . 4

I ncr ease i n st andar d deduct i on and ot her  .. 1. 8 5. 7 2. 8 5. 8 — 2. 8 4. 2 4. 3 6. 9 7. 3 4. 6 4. 4
Reduct i on i n per sonal  t ax and nont ax

r ecei pt s:
Wi t hhel d i ncome t axes . . . . . . . . . . . . . . . . . 1. 8 4. 3 2. 8 4. 3 _____ 2. 8 4. 2 4. 3 4. 3 4. 4 4. 4 4. 4

Ot her  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1. 3 — 1. 4 — — — — 2. 4 2. 7 . 2 —

Tr ansf er  payment s t o per sons ...................................
— . 1 — . 1 — — -  -  _ - . 2 . 2

" "

Busi ness t ax cr edi t  opt i ons ............................................. 1. 3 2. 7 1. 9 2. 6 1. 4 1. 9 2. 1 1. 9 2. 9 2. 9 2. 5 2. 5
Reduct i on i n per sonal  t ax and nont ax

r ecei pt s ................................................................................................

Reduct i on i n cor por at e pr of i t s t ax
. 1 . 5 . 2 .5 . . . .3 .3 .  5

2. 0

.  5

2. 0

.  5

2. 0

.  5

2. 0accr ual s ................................................................................................ 1. 2 2. 0 1. 7 2. 0 1. 4 1. 6 1. 8 1. 9
I nvest ment  t ax cr edi t  ................................................... . 9 1. 4 1. 2 1. 4 1 . 0 1. 1 1. 3 1. 4 1. 4 1. 4 1. 4 1. 4

Payr ol l  t ax cr edi t  .............................................................

Subsi di es l ess cur r ent  sur pl us of
.3 . 6 .5 . 6 . 4 .5 .5 .5 . 6 . 6 . 6 . 6

gover nment  ent er pr i ses ...................................................
— . 2 — . 2 . . . . 4 . 4

Empl oyment  pr ogr ams:
Gr ant s- i n- ai d t o St at e and l ocal

5. 7gover nment s ...................................................................................... 1. 9 7. 7 3. 5 7. 3 — 2 . 7 4. 8 6 . 6 8. 7 8. 7 6. 9
Tr ai ni ng and yout h pr ogr ams ................................ .3 1. 6 .6 1. 5 — . 4 . 8 1. 2 2. 0 2. 0 1. 2 . 9
Publ i c ser vi ce empl oyment  ...................................... . 7 3. 4 1. 5 3 .3 — . 8 2. 0 3. 0 3 . 6 3 . 6 3. 4 3. 0
Count er cycl i cal  assi st ance ................................... . 7 . 7 . 9 .6 — 1. 5 1. 2 . 9 . 8 .7 . 5 . 4
Local  publ i c wor ks ............................................................. .2 2. 0 .6 2. 0 . . . . 8 1. 5 2. 3 2. 4 1. 8 1. 4

Not e.  - -  The est i mat es do not  al l ow f or  of f set t i ng i ncr eases i n Feder al  r ecei pt s r esul t i ng f r om hi gher  l evel s of  economi c act i vi t y i nduced by 
r educt i ons.  I t  i s r oughl y est i mat ed t hat  over  one- t hi r d of  any t ax r educt i on i s ul t i mat el y r ecapt ur ed.  For  i nst ance,  a t ax r educt i on of  $100 ul t i mat el y 
r esul t s i n an i ncr ease i n GNP of  $150;  gi ven a mar gi nal  r at e of  about  23 per cent ,  budget  r ecei pt s i ncr ease $35,  or  about  one- t hi r d t he or i gi nal  t ax cut .
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